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SECOND DEED OF TRUST
(HOME EQUITY CONVERSION)
THIS DEED OF TRUST SECURES A REVERSE MORTGAGE LOAN

THIS DEED OF TRUST ("Sceurity Instrament" or "Second Security Instrument") is made on September 24, 2009.
The trustor is William E. Ray and Karen Ray, husband and wife, whose address is 36789 Agency Lake Loop Rd,
Chiloquin, Oregon 97624 ("Borrower"). The trustee is the SENIOR OFFICIAL WITH RESPONSIBILITY FOR
SINGLE FAMILY MORTGAGE INSURANCE PROGRAMS IN THE DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT FIELD OFFICE WITH JURISDICTION OVER THE PROPERTY DESCRIBED
BELOW, OR A DESIGNEE OF THAT OFFICIAL ("Trustee"). The beneficiary is the Secretary of Housing and
Urban Development, whosc address is 451 Seventh Street, S.W., Washington, DC 20410, ("Lender" or "Secretary").
Borrower has agreed to repay to Lender amounts which Lender is obligated to advance, including future advances,
under the terms of a Home Equity Conversion Loan Agreement dated the same date as this Security Instrument ("Loan
Agreement"). The agreement to repay is evidenced by Borrower's Note dated the same date as this Security Instrument
("Second Note"). This Security Instrument secures to Lender: (a) the repayment of the debt evidenced by the Second
Note, including all future advances, with interest, and all renewals, extensions and maodifications of the Second Note,
up to a maximum principal amount of Four Hundred Fifty Thousand and 00/100 Dollars (U.5.$450,000.00); (b) the
payment of all other sums, with interest, advanced under Paragraph 5 to protect the security of this Security Instrument
or otherwise duc under the terms of this Security Instrument; and (¢) the performance of Borrower's covenants and
agreements under this Security Instrument and the Second Note. The full debt, including all amounts described in (a),
(b), and (c) above, if not paid earlicr, is due and payable on July 30, 2087. For this purpose, Borrower irrevocably
grants and conveys to Trustee, in trust, with power of sale, the following described property located in KLAMATH
County, Oregon, which has the address of:

36789 Agency Lake Loop Rd, Chiloquin, Oregon 97624, and is described more fully on Exhibit A attached to and
hereby incorporated into this Decd of Trust (“Property Address™).

TOGETHER WITH all the improvements now or hereafter erected on the property, and all casements, rights,
appurtenances, and fixturcs now or hercafter a part of the property. All replacements and additions shall also be

covered by this Security Instrument. All of the foregoing is referred to in this Security Instrument as the "Property.”

BORROWER COVENANTS that Borrower is lawfully scised of the estate hereby conveyed and has the right to
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mortgage, grant and convey the Property and that the Property is only encumbered by a First Security Instrument given
by Borrower and dated the same date as this Security Instrument ("First Security Instrument"). Borrower warrants and
will defend generally the title to the Property against all claims and demands, subjcct to any encumbrances of record.

THIS SECURITY INSTRUMENT combines uniform covenants for national use and non-uniform covenants with
limited variations by jurisdiction to constitute a uniform security instrument covering real property.

UNIFORM COVENANTS. Borrower and Lender covenant and agree as follows:

1. Payment of Principal and Interest. Borrower shall pay when due the principal of, and interest on, the debt
evidenced by the Second Note.

2. Payment of Property Charges. Borrower shall pay all property charges consisting of taxes, ground rents, flood
and hazard insurance premiums, and special assessments in a timely manner, and shall provide evidence of payment to
Lender, unless Lender pays property charges by withholding funds from monthly payments due to the Borrower or by
charging such payments to a line of credit as provided for in the Loan Agrecment. Lender may require Borrower to
pay specified property charges directly to the party owed payment even though Lender pays other property charges as
provided in this Paragraph.

3. Fire, Flood and Other Hazard Insurance. Borrower shall insure all improvements on the Property, whether now
in existence or subsequently erected, against any hazards, casualties, and contingencies, including fire. This insurance
shall be maintained in the amounts, to the extent and for the periods required by Lender. Borrower shall also insure all
improvements on the Property, whether now in existence or subscquently erccted, against loss by floods to the extent
required by Lender. The insurance policies and any renewals shall be held by Lender and shall include loss payable
clauses in favor of, and in a form acceptable to, Lender.

In the event of loss, Borrower shall give Lender immediate notice by mail. Lender may make proof of loss if not made
promptly by Borrower. Each insurance company concerned is hercby authorized and directed to make payment for
such loss to Lender, instcad of to Borrower and Lender jointly. Insurance proceeds shall be applied to restoration or
repair of the damaged Property, if the restoration or repair is economically feasible and Lender's security is not
lessened. If the restoration or repair is not economically feasible or Lender's security would be lessened, the insurance
proceeds shall be applicd first to the reduction of any indebtedness under the Second Note and this Security Instrument.
Any cxcess insurance proceeds over an amount required to pay all outstanding indebtedness under the Second Note and
this Security Instrument shall be paid to the entity legally entitled thereto.

In the event of foreclosure of this Security Instrument or other transfer of title to the Property that extinguishes the
indebtedness, all right, title and interest of Borrower in and to insurance policies in force shall pass to the purchaser.

4. Occupancy, Preservation, Maintenance and Protection of the Property; Borrower's Loan Application;
Leaseholds. Borrower shall occupy, establish, and use the Property as Borrower's principal residence after the
cxecution of this Security Instrument and Borrower (or at least one Borrower, if initially more than onc person are
Borrowers) shall continue to occupy the Property as Borrower's principal residence for the term of the Security
Instrument. "Principal residence” shall have the same meaning as in the Loan Agreement.

Borrower shall not commit waste or destroy, damage or substantially change the Property or allow the Property to
deteriorate, reasonable wear and tear excepted. Borrower shall also be in default if Borrower, during the loan
application process, gave materially false or inaccurate information or statements to Lender (or failed to provide Lender
with any material information) in connection with the loan evidenced by the Note, including, but not limited to,
representations concerning Borrower's occupancy of the Property as a principal residence. 1f this Security Instrument is
on a leasehold, Borrower shall comply with the provisions of the lease. If Borrower acquires fee title to the Property,
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the leasehold and fee title shall not be merged unless Lender agrees to merger in writing.

5, Charges to Borrower and Protection of Lender's Rights in the Property. Borrower shall pay all governmental
or municipal charges, fines and impositions that are not included in Paragraph 2. Borrower shall pay these obligations
on time directly to the entity which is owed the payment. If failure to pay would adversely affcct Lender's interest in
the Property, upon Lender's request Borrower shall promptly furnish to Lender reccipts evidencing these payments.
Borrower shall promptly discharge any lien which has priority over this Security Instrument in the manner provided in
Paragraph 12(c).

If Borrower fails to make these payments or the property charges required by Paragraph 2, or fails to perform any other
covenants and agrecments contained in this Sccurity Instrument, or there is a legal proceeding that may significantly
affect Lender's rights in the Property (such as a procceding in bankruptey, for condemnation or to enforce laws or
regulations), then Lender may do and pay whatever is necessary to protect the value of the Property and Lender's rights
in the Property, including payment of taxes, hazard insurance and other items mentioned in Paragraph 2.

To protect Lender's sccurity in the Property, Lender shall advance and charge to Borrower all amounts due to the
Secretary for the Mortgage Insurance Premium ("MIP") as defined in the Loan Agreement as well as all sums due to
the loan servicer for servicing activities ("Servicing Fec") as defined in the Loan Agreement. Any amounts disbursed
by Lender under this Paragraph shall become an additional debt of Borrower as provided for in the Loan Agreement
and shall be secured by this Security Instrument.

6. Inspection. Lender or its agent may enter on, inspect or make appraisals of the Property in a reasonable manner and
al reasonable times provided that Lender shall give the Borrower notice prior to any inspection or appraisal specifying a
purpose for the inspection or appraisal which must be related to Lender's interest in the Property. If the Property is
vacant or abandoned or the loan is in default, Lender may take reasonable action to protect and preserve such vacant or
abandoned Property without notice to the Borrower.

7. Condemnation. The proceeds of any award or claim for damages, direct or consequential, in connection with any
condemnation or other taking of any part of the Property, or for conveyance in place of condemnation, shall be paid to
Lender. The procceds shall be applied first to the reduction of any indebtedness under the Second Note and this
Security Instrument. Any excess proceeds over an amount required to pay all outstanding indebtedness under the
Sccond Note and this Security Instrument shall be paid to the entity legally entitled thereto.

8. Fees. Lender may collect fees and charges authorized by the Secretary for the Home Equity Conversion Mortgage
Insurance Program.

9. Grounds for Acceleration of Debt.
(a) Due and Payable. Lender may require immediate payment in full of all sums secured by this Sccurity
Instrument if

(i) A Borrower dies and the Property is not the principal residence of at least one surviving Borrower; or

(i) All of a Borrowet's title in the Property (or his or her beneficial interest in a trust owning all or part of the
Property) is sold or otherwise transferred and no other Borrower retains (a) title to the Property in fee
simple, (b) a leasehold under a leasc for not less than 99 years which is renewable or a lease having a
remaining period of not less than 50 ycars beyond the date of the 100th birthday of the youngest
Borrowet, or (c) a life estate in the Property (or retains a beneficial interest in a trust with such an interest
in the Property); or

(iii) The Property ceases to be the principal residence of a Borrower for reasons other than death and the
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Property is not the principal residence of at least one other Borrower; or

(iv) For a period of longer than twelve (12) consecutive months, a Borrower fails to physically occupy the
Property because of physical or mental illness and the Property is not the principal residence of at least
one other Borrower; or

(v) An obligation of the Borrower under this Security Instrument is not performed.

(b) Notice to Lender. Borrower shall notify the Lender whenever any of the events listed in Paragraph 9(a)(ii)-(v)
oceur.

(c) Notice to Borrower. Lender shall notify Borrower whenever the Joan becomes due and payable under Paragraph
9(a)(ii)-(v). Lender shall not have the right to commence foreclose until Borrower has had thirty (30) days after
notice to either:

(i) Correct the matter which resulted in the Security Instrument coming due and payable; or
(ii) Pay the balance in full; or

(iii) Sell the Property for the lesser of the balance or 95% of the appraised value and apply the net proceeds of
the sale toward the balance; or

(iv) Provide the Lender with a deed in licu of foreclosure.

(d) Trusts. Conveyance of a Borrower's interest in the Property to a trust which meets the requirements of the
Secretary, or conveyance of a trust's interests in the Property to a Borrower, shall not be considered a conveyance
for purposes of this Paragraph 9. A trust shall not be considered an occupant or be considered as having a principal
residence for purposes of this Paragraph 9.

10. No Deficiency Judgments. Borrower shall have no personal liability for payment of the debt secured by this
Security Instrument. Lender may enforce the debt only through sale of the Property. Lender shall not be permitted to
obtain a deficiency judgment against Borrower if the Sccurity Instrument is foreclosed.

11, Reinstatement. Borrower has a right to be reinstated if Lender has required immediate payment in full. This right
applies even after foreclosure proceedings are instituted. To reinstate this Security Instrument, Borrower shall correct
the condition which resulted in the requirement for immediate payment in full. Foreclosure costs and reasonable and
customary attorneys' fecs and expenscs properly associated with a foreclosure proceeding shall be added to the
principal balance. Upon reinstatement by Borrower, this Security Instrument and the obligations that it sccures shall
remain in effect as if Lender had not required immediate payment in full. However, Lender is not required to permit
reinstatement if: (i) Lender has accepted reinstatement after the commencement of foreclosure procecdings within two
(2) years immediately preceding the commencement of a current foreclosure proceeding, (it) reinstatement will
preclude foreclosure on different grounds in the future, or (iii) reinstatement will adversely affect the priority of the
Security Instrument.

12. Second Lien Status

(a) Modification. Borrower agrees to extend this Security Instrument in accordance with this Paragraph 12(a). If
Lender determines that the original lien status of the Security Instrument is jeopardized under state law (including
but not limited to situations where the amount secured by the Security Instrument equals or exceeds the maximum
principal amount stated or the maximum period under which loan advances retain the same lien priority initialty
granted to loan advances has expired) and state law permits the original lien status to be maintained for future loan
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advances through the execution and recordation of one or more documents, then Lender shall obtain title evidence
at Borrower's expensc. If the title evidence indicates that the Property is not encurnbered by any liens (except the
First Security Instrument described in Paragraph 13(a), this Second Security Instrument and any subordinate liens
that the Lender determines will also be subordinate to any future loan advances), Lender shall request the Borrower
to execute any documents necessary to protect the priority of the lien status of future loan advances. Borrower
agrees to execute such documents. If state law does not permit the original lien status to be extended to future loan
advances, Borrower will be deemed to have failed to have performed an obligation under this Security Instrument.

(b) Tax Deferral Programs. Borrower shall not participate in a real estate tax deferral program, if any liens created by

the tax deferral are not subordinate to this Security Instrument.

(¢) Prior Liens. Borrower shall promptly discharge any lien which has priority over this Sccurity Instrument unless

13.

Borrower: (a) agrees in writing to the payment of the obligation secured by the lien in a manner acceptable to
Lender; (b) contests in good faith the lien by, or defends against enforcement of the lien in, legal proceedings
which in the Lender's opinion operate to prevent the enforcement of the lien or forfeiture of any part of the
Property; or (c) secures from the holder of the lien an agreement satisfactory to Lender subordinating the lien to all
amounts secured by this Security Instrument, If Lender determines that any part of the Property is subject to a licn
which may attain priority over this Security Instrument, Lender may give Borrower a notice identifying the lien,
Borrower shall satisfy the lien or take one or more of the actions set forth above within ten (10) days of the giving
of notice.

Relationship to First Security Instrument.

(a) Second Security Instrument, In order to secure payments which the Secretary may make to or on bchalf of

Botrower pursuant to Scction 255(1)(1)(A) of the National Housing Act and the Loan Agreement, the Secretary has
required Borrower to execute a Second Notc and this Second Security Instrument. Borrower has also executed a
First Note and First Security Instrument.

(b) Relationship of First and Second Security Instruments. Payments made by the Secretary shall not be included

in the debt under the First Note unless:
(i) The First Sccurity Instrument is assigned to the Secretary; or

(i) The Scerctary accepts reimbursement by the holder of the First Note for all payments made by the
Secretary.

If the circumstances described in (i) or (ii) occur, then all payments by the Secretary, including interest on the
payments, but excluding late charges paid by the Secretary, shall be included in the debt under the First Note.

(¢) Effect on Borrower, Where there is no assignment or rcimbursement as described in (b)(1) or (ii) and the Secretary

makes payments to Borrower, then Borrower shall not:

(i) Be required to pay amounts owed under the First Note, or pay any rents and revenues of the Property
under Paragraph 19 to the holder of the First Note or a receiver of the Property, until the Secretary has
required payment in full of all outstanding principal and accrued interest under the Second Note; or

(ii) Be obligated to pay interest or shared appreciation under the First Note at any time, whether accrued
before or after the payments by the Secretary, and whether or not accrued interest has been included in
the principal balance under the First Note.

(d) No Duty of the Secretary. The Secretary has no duty to the holder of the First Note to enforce covenants of the
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Second Security Instrument or to take actions to preserve the value of the Property, even though the holder of the
First Note may be unable to collect amounts owed under the First Note because of restrictions in this Paragraph 13.

(¢) Restrictions on Enforcement. Notwithstanding anything elsc in this Security Instrument, the Borrower shall not
be obligated to comply with the covenants hereof, and Paragraph 19 shall have no force and effect, whenever there
is no outstanding balance under the Second Note.

14. Forbearance by Lender Not a Waiver. Any forbearance by Lender in exercising any right or remedy shall not
be a waiver of or preclude the exercise of any right or remedy.

15. Successors and Assigns Bound; Joint and Several Liability. Borrower may not assign any rights or obligations
under this Security Instrument or under the Second Note, except to a trust that meets the requirements of the Secretary.
Borrower's covenants and agreements shall be joint and several.

16. Notices. Any notice to Borrower provided for in this Security Instrument shall be given by delivering it or by
mailing it by first class mail unless applicable law requires use of another method. The notice shall be directed to the
Property Address or any other address all Borrowers jointly designate. Any notice to the Secretary shall be given by
first class mail to the HUD Field Office with jurisdiction over the Property or any other address designated by the
Secretary. Any notice provided for in this Security Instrument shall be deemed to have been given to Borrower or
Lender when given as provided in this Paragraph 16.

17. Governing Law; Severability. This Security Instrument shall be governed by Federal law and the law of the
jurisdiction in which the Property is located. In the event that any provision or clause of this Security Instrument or the
Second Note conflicts with applicable law, such conflict shall not affect other provisions of this Security Instrument or
the Second Note which can be given effect without the conflicting provision. To this end the provisions of this
Security Instrument and the Sccond Note are declared to be scverable.

18. Borrower's Copy. Borrower shall be given one conformed copy of the Second Note and this Sccurity Instrument.

NON-UNIFORM COVENANTS. Borrower and Lender further covenant and agrec as follows:

19, Assignment of Rents. Borrower unconditionally assigns and transfers to Lender all the rents and revenues of the
Property. Borrower authorizes Lender or Lender's agents to collect the rents and revenues and hereby directs each
tenant of the Property to pay the rents to Lender or Lender's agents. However, prior to Lender's notice to Borrower of
Borrower's breach of any covenant or agreement in the Security Instrument, Borrower shall collect and receive all rents
and revenues of the Property as trustee for the bencfit of Lender and Borrower. This assignment of rents constitutes an
absolute assignment and not an assignment for additional sccurity only.

Tf Lender gives notice of breach to Borrower: (a) all rents received by Borrower shall be held by Borrower as trustee for
benefit of Lender only, to be applied to the sums secured by this Security Instrument; (b) Lender shall be entitled to
collect and reccive all of the rents of the Property; and (c) each tenant of the Property shall pay all rents due and unpaid
to Lender or Lender's agent on Lender's written demand to the tenant.

Borrower has not executed any prior assignment of the rents and has not and will not perform any act that would
prevent Lender from exercising its rights under this Paragraph 19, except as provided in the First Security Instrument.

Lender shall not be required to enter upon, take control of or maintain the Property before or after giving notice of
breach to Borrower. However, Lender or a judicially appointed receiver may do so at any time there is a breach. Any
application of rents shall not cure or waive any default or invalidate any other right or remedy of Lender. This
assignment of rents of the Property shall terminate when the debt secured by this Security Instrument is paid in full.
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20. Foreclosure Procedure. If Lender requires immediate payment in full under Paragraph 9, Lender may
invoke the power of sale and any other remedies permitted by applicable law. Lender shall be entitled to collect
all expenses incurred in pursuing the remedies provided in this Paragraph 20, including, but not limited to,
reasonable attorneys' fees and costs of title evidence.

If Lender invokes the power of sale, Lender shall execute or cause Trustee to execute a written notice of the
occurrence of an event of default and of Lender's election to cause the Property to be sold and shall cause such
notice to be recorded in each county in which any part of the Property is located. Lender or Trustee shall give
notice of sale in the manner prescribed by applicable law to Borrower and to other persons prescribed by
applicable law. After the time required by applicable law, Trustee, without demand on Borrower, shall sell the
Property at public auction to the highest bidder at the time and place and under the terms designated in the
notice of sale in one or more parcels and in any order Trustee determines. Trustee may postpone sale of all or
any parcel of the Property by public announcement at the time and place of any previously scheduled sale.
Lender or its designee may purchase the Property at any sale.

Trustee shall deliver to the purchaser Trustee's deed conveying the Property without any covenant or warranty,
expressed or implied. The recitals in the Trustee's deed shall be prima facie evidence of the truth of the
statements made therein. Trustee shall apply the proceeds of the sale in the following order: (a) to all expenses
of the sale, including, but not limited to, reasonable Trustee's and attorneys' fees; (b) to all sums secured by this
Security Instrument; and (¢) any excess to the person or persons legally entitled to it.

21. Lien Priority, The full amount secured by this Sccurity Instrument shall have a lien priority subordinate only to
the full amount secured by the First Sceurity Instrument.

22. Reconveyance. Upon payment of all sums secured by this Security Instrument, Lender shall request Trustee to
reconvey the Property and shall surrender this Security Instrument and all notes evidencing debt secured by this
Sccurity Instrument to Trustee. Trustee shall reconvey the Property without warranty to the person or persons legally
entitled to it. Such person or persons shall pay any recordation costs. Lender may charge such person or persons a
reasonable fee for reconveying the Property, but only if the fee is paid to a third-party (such as the Trustee) for services
rendered and the charging of the fee is permitted under applicable law.

23, Substitute Trustee. Lender may from time to time remove Trustee and appoint a successor trustee to any Trustee
appointed hereunder. Without conveyance of the Property, the successor trustee shall succeed to all the title, power and
duties conferred upon trustee herein and by applicable law.

24. Attorneys' Fees. As used in this Security Instrument and in the Note, "attorneys' fees" shall include any attorneys'
fecs awarded by an appellate court.

25. Obligatory Loan Advances. Lender's responsibility to make Loan Advances under the terms of the Loan
Agreement, including Loan Advances of principal to Borrower as well as Loan Advances for interest, MIP, Servicing
Fees, and other charges shall be obligatory.

26. Protective Advances. This Security Instrument sccures any advances Lender, at its discrction, may make
under Paragraph 5 of this Sccurity Instrument to protect Lender’s interest in the Property and rights under this
Security Instrument.

27, Riders to this Security Instrument. If one or more riders are executed by Borrower and recorded together with
this Security Instrument, the covenants of each such rider shall be incorporated into and shall amend and supplement
the covenants and agreements of this Security Instrument as if the rider(s) were a part of this Security Instrument.
[Check all riders that are applicable].
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EXHIBIT A

Exhibit A to the Deed of Trust made on September 24, 2009, by William E, Ray and Karen Ray, husband and wife
("Borrower") to the senior official with responsibility for single family mortgage insurance programs in the Department
of Housing and Urban Development field office with jurisdiction over the property described below, or a designee of
that official ("Trustee™) for the benefit of the Secretary of Housing and Urban Development, and whose address is 451

Seventh Strect, 8.W., Washington, D.C. 20410, ("Lender" or "Secretary"). The Property is located in the county of
KLAMATH, state of Oregon, and is described as follows:

Description of Property

Legal description attached hereto as Exhibit A and by this rcference made a part hereof.
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Condominium Rider PUD Rider

Shared Appreciation Rider Other

WARNING
Unless you provide us with evidence of the insurance coverage as required by our contract or loan
agreement, we may purchase insurance at your expense to protect our interest. This insurance may,
but need not, also protect your interest. If the collatcral becomes damaged, the coverage we
purchase may not pay any claim you make or any claim made against you. You may later cancel this
coverage by providing evidence that you have obtained property coverage elsewhere.

You are responsible for the cost of any insurance purchased by us. The cost of this insurance may be
added to your contract or loan balance. If the cost is added to your contract or loan balance, the
interest rate on the underlying contract or loan will apply to this added amount. The effective date of
coverage may be the date your prior coverage lapsed or the date your failed to provide proof of
coverage.

The coverage we purchase may be considerably more expensive than insurance you can obtain on
your own and may not satisfy any need for property damage coverage or any mandatory liability

insurance requirements imposed by applicable law.

BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in this Scourity Instrument

and in any rider(s) executed by Borrower and recorded with it.

Witnesses:

STATE OF OREGON County of M@mg;f;“/r\

This instrument was acknowledged before me on September 24, 2009 by
W) i ,“am B Ky end }(ﬁ{fér‘l /(7_4‘2(/,

C s e

Ntary Public - State of Oregon

My commission expires _,2 Yz 2oy 3
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Exhibit A

Beginning at a point of the West line of Lot 2, Section 7, Township 35 South, Range 7 East of the Willamette
Meridian, which point is a distance of 208.7 feet, more or less, South from the Northwest corner of the said Lot 2;
thence South along the West line of said Lot 2 a distance of 417.4 feet: thence East 417.4 feet; thence North 417.4
feet; thence West 417.4 feet, to the point of beginning. Together with a non-exclusive easement for ingress and
egress on, over and across the westerly 30 feet of property described in Deed recorded on September 8, 1998 in
Volume M98 of Deeds at page 32945, records of Klamath County; AND over and across the Southerly 30 feet of
property described in deeds recorded on August 1, 1984 in Volume M94 of Deeds at page 23501 and recorded
April 27, 1993 in volume M93 of Deeds at page 8952, records of Kiamath County, Oregon
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