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L/’]f} Q0 , by and between Robert  J. Bogatay

“Teferred to as the ""Loan'') to aid the Borrower in the construction and financing on

" income, pursuant to the provisions of the Act, identified as Development No.

CMF 204 - 4/79 "

HOUSING DIVISION
STATE OF OREGON

bﬁ)i -
~$%__Fage 13279
\

REGULATORY AGREEMENT
Multi-Unit Housing Development

TH1S AGREEMENT is made and entered into this / lr7 day of V// EXLAQEK’ ,
: /1]

’

an - Oreqon individual , located at P.0. Box 493 Klamath Falls, Oregon
(hereinafter referred to as "Borrower''), and the Housing-Division, Department of
Commerce, State of Oregon, having its principal office at 102 Labor and Industries
Building, Salem, Oregon 97310 (hereinafter referred to asthe “Division"}.

RECITALS:

Borrower. is a qualified housing. sponsor in accordance with the provisions of the
Housing Division, Department of Commerce, State of Oregon, legislation, ORS 456.550
to 456.720, as amended (hereinafter referred to as “ACt'); and

Borrower, as the owner in fee simple of the property described in Exhibit A attached

hereto and by this reference made a part hereof (hereinafter referred to as the

“"Property"), has applied to the Division for a loan in the amount of QOne Million
One Hundred Seven Thousand Three Hundred----{$1,107,300.00 } Dollars (hereinafter

the Property of a housing development for persons and families of or below median

OR16~H029-103 {which housing development, including the Property and all
assets of whatsoever nature situate, used in or owned by the business conducted on
the Property, is herein-referred to as the "Development'), in accordance with the
Drawings ‘and Specifications forming a part of that certain Construction Contract
and General Conditions, herein referred to as "Construction Documents'' which are
incorporated herein by this reference, relating to the Development; and

The Division is willing to make the Loan in accordance with that certain Trust Deed,
of even date herewith, between Borrower and the Division, but only on condition that
the Borrower fulfill the terms of this Agreement; and

Borrower is willing to execute and zbide by this agreement as a condition of obtainir:
the Loan and receiving continuing benefits under the Act;

in consideration of the foregoing recitals, it is hereby agreed by and between the
parties hereto and their respective permitted successors and assigns, as follows:

SECTION 1. . PAYMENTS: The Borrower shall promptly make, or cause to be made, all
payments due under the Trust Deed Note and Trust Deed, which evidence and secure the

Loan. :

SECTION 2. HOUSING ASSISTANCE PAYMENTS: In the event that the Development is to
receive tho benefit of Housing Assistance Payments under Section 8 of the U.S. Housi-Z
Act of 1937, L2 USC 1437 et seq., together with amzndments thereto (hereinafter re-
ferred to as "'Section 8') and the regulations thereunder (CFR Title 24, Chapter V111,
Part 83), together with amendments thereto (hereinafter referred to as ''Regulations

of the Secretary of the United States Department of Housing and Urban Development
(hereinafter referred to as Secratary'): the Borrower, contemporaneously with the
execution and delivery hereof, shal! execute and deliver to the Division:

(s} An Agreement to Enter Into Housing Assistance Payments Contract (ina for-
approved by the Secrerary and the Division): and

(b) An Agreement to Enter Into Pledge Agreement (in a form approved by the
Secrctary and the Division).

The Borrower further agrees, in the event it is to be the recipient af said Housing
Assistance Payments, that upon completion of the Development, it will execute and <o~
liver to the Division a Housing Assistance Payments Contract and Pledge Agreement

a form in compliance with the Regulations and approved by the Secretary & ithe Divisi

SECTION 3. RENTAL RATES AND OPERATION EXPENSES: k =

(a) The Borrower shall establish and maintain with respect to Lho!%CKLEF{PE])l'?:é

in the Development which receive the benefit of Housing Assistance Payments u~
rho N

a Housing Assistance Payments Contract in effect between the efiE;Z:fif:z:DL'.‘
AN
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rates as are from time to time approved by the
h in such Housing Assistance Pay-

and the Secretary, such rental

Division and Secretary in the manner set fort

ments Contract.
tal rates for those dwelling units
not the subject of housing assistance payments as

d by the Division in writing or which are approved
tion by the Borrower.

{b) The Borrower agrees to establish such ren

in the Deyelopment which are
are from time to time directe
by the Division in writing upon applica

(c) The Borrower shall submit a proposed schedule of rental rates and a proposed
operating budget for the Development to the Division at least once per year and
not less than sixty (60) days prior to the beginning of each fiscal year of the
Borrower. The proposed operating budget shall set forth the anticipated income
of the Development and a detailed estimate of. expenses in conformance with the
Operating Receipts and Expense Account (as hereinafter defined), which will in-
clude separate documentation of administration expenses, operating expense,
maintenance expense, utilities, hazard insurance, taxes and assessments, Loan
principal and interest, as well as anticipated aggregate deposits to the
Residual Receipts Account and Replacement Cost Reserve Account {as hereinafter
defined), and deposits to any other reserves which are required and approved by
the Division, or established by the Division or by the Borrower with the approval
of the Division. The proposed schedule of rental rates shall be sufficient to
meet all items set forth in the proposed operating budget. Upon approval by the
Division, and the Secretary, when applicable; such proposed schedule of rental
rates and proposed operating budget shall be effective for the next ensuing
fiscal year of Borrower. The Division approval of the proposed schedule of
rental rates and operating budgets shall not be unreasonably withheld, and the
Division shall review the rates and budget for approval in a timely manner.

(d) 't is understood and agreed to by the Borrower that this Regqulatory Agree-
ment constitutes an assurance and undertaking by the Borrower that the Develop-

ment :shall be operated, and all Operating Expenses as hereinafter defined

(excluding specifically Loan principal and interest). shall be paid by the

. Borrower during the life of this Agreement, even in the event that an Operating
Expense deficit should occur; and that the Borrower shall maintain the De-
velopment, accommodations, ground and equipment appurtenant thereto in good
condition. It is further mutually understood that it is the intention of the
Division to approve rental increases for the purpose of providing additional
income for Operating Expenses to the extent the Division, in its sole dis-
cretion, deems such rental increases to be justified because of increases

Operating Expenses beyond the control of the Borrower.

in

unless otherwise directed or appr
1 occupancy of the Development shall be as provided

as §et,forth in Exhibit B att

(e) tnitial rental rates:
the rental rates for .initia
in the Financial Analysis,
reference made a part hereof.

SECTION 4. ACCOUNTS AND FUNDS :

MF 20k - 2

(a) Operating Receipts and Expense Account

or cause to be established

1. The Borrower shall establish and maintain,

or maintained, an Operating Receipts and Expense
approved by the Division pursuant to 2 Management Agreement approved by

the Division. Ali rents and other receipts of the pevelopment shall be
deposited in the name of the Borrower and the Development. The Borrower
shall, upon collection of all Development receipts from whatever scurce

derived from the oparation of the Development, including all receipts of
the Development from to the date of

the date of the Commitment Letter
this Agreement, nereinafter referred iu as Hoperating receipts’,
deposit the same in the Operating Receipts and Expense Account. There-
after, on @ monthly basis the 3orrower shall pay,

a timely manner out of Operating Receipts of the D
order of priority set forth below unless othearwise

at its sole option, inwriting:

evelopment, in the .

the Davelopment's man
the Borrower and said managing

insurance premium escrovw
ments shall be deemed

(i) First, the fee of
in the Management Agreement between

" agent: then all of the real estate taX and
Borrower, which pay

to be part of

payments required of the
the "Oparating gxpenses'' of the Development foAO@EPTED

oved by the Division,

ached hereto and by this

Account with a depository

.t
Lo cmrbmrgi &5
ToTInenln

or cause to be paid, in

directad by the Division,

aging agent as set forth
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purpose of this Agreement; then all remittances, if any, due o the
Secretary as required by the Housing Assistance Poyments Contract;
then all remaining '"Uperating Expenses'’ of the Development (which
specifically exclude the Loan principal, interest and annual fee
payments), including, but not limited to, taxes other than those for
which an escrow paymsnt is required under the Loan, maintenance,
fuel, management, water and sewage, administration, electricity,
legal, audit and all other ciurrent expenses approved by the Division,
unless other funds for payment are set aside or deferment of payment
has been approved by the Division; then all of the amortized principal,
interest and annual fee payment required to be paid to the Division

by the Note and Loan; then all amounts required to be deposited with
the Division or its designated depository in the Replacemen:t Cost
Reserve Account, as hereafter defined; then, pursuant to the terms

of Section 10 of the Azreerznt, the dividend pavments.

(ii In the event the Operating Receipts are inadequate, from time
to time, to pay the Operating Expenses, it :s understood and agreed
that notwithstanding the obligation of the Borrower to pay all

. Operating Expenses as herein provided, the Division shall permit a
disbursement from.the Residual Receipts Account, as provided herein,
and/or a disbursement from or exhaustion of the Contingency Escrow
Reserve and Escrow Account, to pay such expenses before requiring
the Borrower to pay such expenses pursuant to the provisions of this
Agreement.

2. The Borrower is further required to segregate or cause to be segregated
(i) all occupant security deposits, to be held in a depository account
(hereinafter referred to as the "Security Deposit Account'); and (ii) an
amount equal to the aggregate of all special funds required by the Borrower
and/or the Division to'be maintained by or with respect to the Development;
and (iii) that portion of reatal income, if any, which must be remitted to
the Secretary in accordsnce with the Housing Assistance Payments Contract.

Reserve Fund. The Borrower shall establish the following accounts:

1. Residual Receipts Accouni:  This Account shall be established and main-
tained by the Division for inancial benefit of the Development.

" Residual Receipts ars thosz sums remaining, if any, after all the required
T

Division-approved disbursz~ents under Section L{a) (1) of this Agreement.
These Residual Receipts shall be remitted to the Division in a timely
manner, upon .the recuest of the Division at such times as the Division
shall designate to tha Berrowar, to be invested and reinvested by the
Division for the financiai benzfit of thz Development, and, from time to
time, in the sole discr=: tine Division, these funds may be utilized
for the payment of the D at's Opsrating Expenses and such other
)
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costs and expenses as apnroved Dy the Division and, if necessary, upon
delinquency of the Note, may be appliad to the payment of the Lloan., first
to interest and then te principal. It is the intention of the Division,
however, that in the evan:t Operating Receipts are not sufficient. from
time to time, to pav for Joerating Expenses, this Account, if funded, shali
be Fully exhausted prior to disbursing From other funds as established by
this Agreement and prior :o raguiring the Borrower to so pay the current
deficit of said Operating txpenses. In the event there are no Operating
Expenses deficits nor Loan delinavencies, the Division may, in its sole
discretion, apply such Tunds, if any, upon notice to and consultation with
the Borrower, for.the gesneral benefit of the Develooment.

2. Contingency Escrow Reserve Account: Owner zgrees, at the time of Loan
closing, either:

(i) To deposit with the Division or an approved depository cash in
the ‘amount of Thirty-three Thousand Two Hundred Nincteenz-=:

($ 33,219.00 ~ ") Doilars, constituting an amount equal Lo b
of the initial principal amount of the Loan, said funds to be held
by the Division in a Contingency Escrrow account as further deseribed
below.  Said.funds shall not be derived from the proceeds of the
Trust Desd and shall bs held by the Division from the time of de-
posit unti! the date-which is three {3) years after the final closing

of the Loan, unless‘sooner dishtursed-as herein provided. ;ﬁ}{ﬁf?ﬂﬁg[}

iy
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shall be invested and reinvested by the:Division and the proceceds EBE:
thereof added to the account; and said funds may be applied by the
Division, in its sole discretion, to the payment of the current and
delinquent Operating Expenses of the Development, to maintain the
Replacement Cost Reserve, to pay delinquent principal and interest
payments required to be pald to the Division by the Trust Deed MNote
and Trust Deed, or otherwise to cure any breaches of the obligations
of the Borrower reflected in Agreements between the Borrower and the
Division. Borrowar shall have 48 hours to cure any default after
written notice prior to disbursement by the Division from this fund.
At the end of one (1) year following the final closing of the Loan,
the Division will return to the Borrower the amount, if any, by
which the then remaining balance of said account exceeds two-thirds
(2/3) of the sum originally deposited. At the end of two (2) years
after the final closing, the Division will return to the Borrower the
amount, if any, by which the then remaining balance of said account
exceeds one-third (1/3) of the amount of the original deposit. At
the end of the third year after final Loan closing, the balance of
said account, if any, shall be returned to the Borrower, provided,
however, that no amount shall be returned at any time if, in the
sole discretion of the Division, it is determined that a ready source
of funds may be needed to meet any contingencies as outlined above;

or

(ii}) To deliver to the Division an unconditional and irrevocable
Ltetter of Credit, in a form, and from a financial institution, ac-
ceptable to the Division, in favor of the Division, in the amount of
Thirty-three Thousand Two Hundred Nineteen---- (533.219.00 )
Dollars, constituting an amount equal to 3 % of the initial
principal amount of the Loan. The Division may, in its sole discre-
tion, draw against said Letter of Credit and receive funds up to the
total amount thereof, as set forth above, for the purposes set forth

in Paragraph 2(i) above; Borrower shall have 48 hours to cure any
default after written notice prior to the Division's application for
funds to the financial institution. The letter of Credit shall be
effective on the date of initial closing and shall expire three (3)
years after the date of final closing of the Loan {hereinafter called
the "Terminal Date"). In the event that the Borrower is unable to
obtain a Letter of Credit for said period of time, the Division will
consent to the delivery by Borrower of successive unconditional and
irrevocable Letters of Credit, each Letter having a term of not less
than ‘one (1) year, to be in force and effect without interruption
through and including the Terminal Date, each such Letter to be in a
form and from a finaacial institution acceptable to the Division, the
first Letter to be in the amount set forth above and to be delivered

at the initial closing of the Trust Deed Loan, and succeeding letters
to be in the amounts provided below; and provided, further, that in

the event the Borrower shall elect to so deliver successive lLetters

of Credit, the Borrower shall, and 5y this Agreement hereby does,
unconditionally conseni to the Division's right and privilege, in its
sole option and discretion, to draw and receive funds up to the full
amount of -each Letter of Credit at any time during the last three (3)
business days for which each said lLetter of Credit is effective, unless,
prior to said three (3) business day period, Borrower shall deliver to
the Division a renewal of said tLetter of Credit for an additional period
of not less than ons (1) year, or unless the Terminal Date shall occur
during the effective term of the then outstanding letter of Credit. It
is the intent of this Agrezement that, in the event the Borrower elects
to deliver o bLeiter ur teiiers of Credit as provided

2(ii), in lieu of a cash deposit, the Division shall at all times prior
to the Terminal Date have on deposit an unexpired Letter of Credit,
subject to the provisions for drawing thereon by the Division and
renewal by Borrower as set forth above in the amounts as provided below;
or that-said Letters shall have been drawn by the Division, as pro-
vided herein,

The Contingeﬁcy Escrow Resarve Account shall not be funded from the
0perating-R¢Ceipts and Expenses Account.

ACCEPTED:
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Upon the dage which i = {1} year aftsr the date of Loan ciosing,
the  amoung Sgrrow Letter of Credit shall he reduced From
tha amount. s¢ N to the lesser of: (a) Two-thirds (2/3)
of the amouw : Letter of Credit, or (b) the then re-
maining bhalance id Letter of Credit. At the end of two (2)
vears from the d Loan closing, the Borrower's Letter of Credit
shall be reduced lesser of:  (a) One-third (1/3) of the amount
of thez original Letter of Credit, or (b) the then remaining
balance of 5“xd tetter of Credit. At the end of the third year from
the date of Loan closrng, if the terms hereof are fulfilled by the
Borrower, the letter of Credit shall be returned to it upon expira-
tion, provided, howaver, that the amount of the Borrower's Letter of
Credit shall noc: be reduced, if at any time in the sole discretion
of the Division, it is determined that a ready source of funds may
h2 reeded {0 mzet any contingencies as outlined above. It is spe-
cifically herein agrsed by the Division that in the event the Division
shall draw the balance of any Letter of Credit herein required as a
result of Borrower's failure to renew said Letter in accordance with
the terms for renewal set forth above, the said funds shall be held
by the Division in the Contingency Escrow Account as described above,
said funds to be invested and reinvested by the Division for the
benefit of the Account, and applied in accordance with the terms of
this Agreement, and, if not disbursed, returned to the Borrower,
together with accrued interest, in the annual increments and upon the
Terminal Date as provided above.

3. Replacement Cost Reserva Account: This Account shall be established by
the Division concurrently with the commencement of amortization of the
principal amount of the Loan, by dep051t|ng to such reserve account with
the Division or in a depository designated by the Division -the amount of
Five Huridred Twenty-eiaht & 33/100($528.33 ~ ) Dollars per month or 4.1 %

cf gross monthly operating receipts, unless a different date of amortizac

tign or a different amount per month to be deposited in this Account is
apuroved or directed in writing by the Division. This Account shall in-

-zlude a reserve for zainting and decorating, in addition to a reserve for

slazament costs.  This Account, whether in the form of a cash deposit
--?vaifTeﬂt in obiigations of or fully guaranteed as to principal by
Snited 3 ¢t fmerica, shall at all times be under the control of
:Ssioﬁ : =eats from this Account shall be for the purpose of
ng r*alaceﬁen: of structural elemeats and mechanical equipment of
;op“en~, for sszinting and decorating, or for any such purpose for
fit of the Dzvelocment as the Division shall, in its discretion,
in the event of 5 defsult in the terms of the Trust Deed, pur-
wrich the Loan hus been accelercted the Division may apply or
the application of the balance 'in such Account to the amount
Loan ‘as 2zceleratad.
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AND INSURAKCE ESC30W: Pursuant co the terms of that certain Trust

zrewith, monthly payments by thz Borrower to pay for real estate
premiums when cide as required by the Trust Deed will be collected
ision or its apcointed agent in a segregated escrow for the pay-

MAMASEMENT: The Borrower shall provide for the management of the De~

| ST
S0 (0 rn

et
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grant. Fa

arcapgenzn

in a maaner satisfactory te the Division and in accordance with a Management
porovad by the Dx»:;von or any subsequent managamant agreement executed by

wer wlth tne Division's aosproval. The Borrower shall not amend modify or

said Management Agrserent or enter into any other management ‘agreement with-
written consent of the Division, which consent shall not be unreason-
Id. Any management agreement entered into by the Borrower anOIVIng this
shall contain a provision that it shall be subject to termination in the
ion oF th Division, without penalty and with cause, upon written request
i 23sed Lo the garrower. Upon receipt of such request, the Borrower
antract ia the manner provided by its terms and conditions and
isfactory to the Division for continuing management of the De-
; or such extended period as the Division may in its discretion
»!urg to st minate tha Management Agreement and make such satisfactory
ts within the required time period shall constitute an event of defaulr.

IFICATIONS: ~ Tha Borrower covenants and agrees that no person

MF. 204 = 5

oved-or shall Ye approved by the Borrowsr for occup @QU.DT%B_
ndizions snall have been met at the time of such appro K
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{.) The person or family is a low or below median income person or family asgél
defined by the Act.and the Division's Rules and Requlations promulgated pursuant
thereto, or otherwise approved by the Division in accordance with the Act, and
the Division's Rules and Regulations; and

() Such person or family shall have executed and delivered to the Borrower, on
forms prescribed by the Division and, where applicable, the Secretary, a certi-

fication of such person's or family's income; and

(c) The Borrower shall have delivared to the Division true and correct copies of
such person's or family's anplication for occupancy and certification of income.

SECTION 8. AFFIRMATIVE COVENANTS OF BORROWER: The Borrower covenants and agrees:

(2) That, without discrimination &s to race, color, creed, religion, national
origin, sex, marital status, age or status with regard to public assistance or
disability, (i) occupancy of the Development shall be open to all persons, and
(i) all contractors -and. subcontractors engaged in the construction of the
Develosment shall be required by contract to provide an equal opportunity for
employment to all persons; :

(b) That the Borrower shall give prefarence for occupancy to the elderly and
those displaced by urban renewal, slum clearance and other governmental actions;

(¢) That the Borrower shall require all occupants to execute a lease in a form
prescribed or approved by the Division and shall not rent any unit in the De-
velopment .for a leased term of less than one year, provided that such leased
terms may be renewed by the Borrower for qualified occupants;

(d) That in selecting occupants, the Borrower shall not discriminate against any
persan ar fFamily by reason of the fact that there are children in the family, un-
tess the apariment unit has besn specifically approved by the Division for oc-
cupancy by elderly persons only;

fe) That commercial faciiities located in the Development, if any, will be rented
at nnt l2ss than the rentel prescribed or approved by the Division, and all such

commarcial rental and lease agieements are subject to the prior approval of the
Divisiong

{£) Tha:, if the Development :s to receive the benefits of housing assistance
sayments, the Borrower shall eercise all of its rights and perform all obligations
and chserve all terms, provisions and covenanis on its part to be performed and
Shservad under the Agreement o Entar Into Housing Assistance Payments Contract
{hereinafter referred to as vigresment''), Agreement to Enter Into Pledge Agreement.
Hausing Assistance Payments Centract (hereinafter referred to as "Contract''),

and Pladje Agreement referred to in Section 2 hereof, so as at all times to be

and remain eligible to receive the optimum benefits under the HUD Housing

£ssiscance Payments Program as sat forth in Saction 8 of the United States
Housing Act of 1937, 4z USC 1437, et seq., and the regulations promulgated there-
under. it Is expressly agreec that the Borrower's default vnder such agreements
shall bs 5 default under this Regulatory Agreement. It is further agreed that

in the evant of a conflict between the terms and conditions of this Regulatory
agreement and the Agreement or the Centract, the terms of the Agreement or the
Contract shall prevail and control;

(gY Thzt payment for sarvices, supplies or materials for the Development shall
not exceed the amount ordinarily paid for such services, supplies or materials
‘n the area where the services are rendered or the supplies or materials are
furnished:

(h} Thar the Borrower shall at all times maintain books, contracts, records,
docusents and other papers relating to the Property and the Development in
reasonable condition for preper audit. The Property, the Development and all
such Yooks, comtracts, records, documents and other papers shall be subject to
inspection and examination at any reasonable time by the Division or its
authorized agents;

{i) That within sixty (60) days following the end of each fiscal year, the
Borrowar shall furnish to the Division a complete financial statement, based
upon an examination of -the books, records, and accounts of the Borrowgy, ?) -
certified by an independent certified public accountant acceptable to?{leE JEEl):
sion, setring forth the financial zondition of the Borrower as of the end of-
such fiscal year, the results of operation of the Development for —f i

MF 204 - 6
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one month's rent or, in the event of a unit qualifying for housing assistance
payments, security deposit not ia excess of one month's gross family contribution
or Fifty Dollars ($50.00), whichever is more, to guarantee the performance of the
covenants of the lease. Any fund collected as security shall be kept separate
and apart from all other funds, in an escrow account, the amount of which at all
times shall equal or exceed the acgregate of all outstanding obligations under
this account; '

(g) Permit the use of the dwelling accommodations of the Development for any
purpose except the use which was originally approved by the Division;

(h) Pay any compensation, including wages or salaries, or incur any obligations
to any of the Borrower's officers, directors, stockholders, members, trustees,
partners, beneficiaries -under a trust, or any of their nominees;

(i) Enter into any contract or contracts for supervisory or managerial services:

(j) Transfer, assign or pledge any right to or interest in or title to any
funds deposited by the Borrower with the Division or reserved by the Division for
the Borrower; :

(k) Except for natural persons, engage in any other business activity, including
the operation of any other rental housing development, to incur any liability or
obligation not in connection with the.Development;

(1) Make any capital expenditures not approved by the Division in the annual
operating budget or otherwise approved by the Division in writing.

CECTION 10. DISTRIBUTION OF INCOME AND ASSETS: The Borrower shall not nor shall those
having a beneficial interest in the Borrower make, receive or retain any distribution
of any assets or any income of any kind of the Development, except from the Operating
Receints and Ixpense Account and subject to the following conditions:

{a) . A1l such distributions shal! be made only as of or after the end of an
annual fiscal period and only as permitted by the Act and the laws of the State
of Oregon and the Rules and Regulations of the Division; and

() Prior to such distributicrs, the Borrower shall have obtained the written
aporova! of the Division to such distribution; and the Division must have been
in receipt of the Borrower's annual financial statement, as provided in Section
8(i) of this Agreement;. and

(c) Mo such distribution shall be made from any funds prior to the completion of
:he Development, nor when therz is any default under this Regulatory Agreement

or under the Trust Deed Note or Trust Deed evidencing and securing the Loan, nor
then there is, in the Division's sole discretion, any reasonable probability that
the Cperating Receipts for the next annual fiscal period will not be sufficient
to pay for all of the Operating EIxpenses of the Development for that fiscal
period; and

(d) - The Borrower shall have complied with all outstanding notices of require-
ments for proper maintenance cf the Development. Any distribution of any funds
of the Development which the parry receiving the funds is not allowed to retain

hereunder shall be deemed to be held in trust for the benefit of the Development
and/or the Division.

SECTION 1. RIGHTS AND REMEDIES: Uoon violation of any provision of this Agreement
oy the Borrowar, the Division shall give written notice thereof to the Borrower, by
ragistered o- certifiad mail, at the address stated in this Agreement, or such other
address as, upon appropriate written notice thereof to the Division, may be subse-
quently designated by the Borrower as its legal business address. [If such violaticn

is not corrected to the reasonable satisfaction of the Division within thirty (30)

days after the date such notice is mailed or within such additional time as the
Division reasonably determines to allow the Borrower to correct the violation, the
Division may, without further notice, declare a default under this Agreement, ef-
fective on the date of such declaration, and thereupon the Division may (in addition

to those actions permitted under the Trust Deed in the event of a default) apply

to any appropriate court, State or Federal, for specific performance of the covenants
and agreement contained herein, or for an injunction against any violation of such
covenants. and agreements, or. for the appointment of a receiver to take over and opearate
the Development, or for such other relief as may be appropriate and alloweqﬂéxzﬁﬁﬁrfﬂj-
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since the injury to the Division arising from a default under any of the terms of this
Regulatory Agreement would be irreparable and the amount of damage would be difficult
to ascertain. All such remedies shall be cumulative and the Division's election to
pursue any one or more of the above remedies shall not be construed to preclude or to
be a waiver of the Division's right to pursue any other remedy. The Division may also
take possession of the Development, bring any action necessary to enforce the rights
of the Borrower growing out of the operation of this Development and to collect the
rents and operate the Development until such time as the Division, in its discretion,
determines that the Borrower is again in a position to operate the Development in
accordance with the terms of this Agreement and in compiiance with the requirements

of the Trust Deed Note and Trust Deed evidencing and securing the Loan. It is ex-
pressly understood and agreed that the provision for thirty {30) days' notice to the
Borrower for violation of this Regulatory Agreement as contained in this Section 11

: is inapplicable to the provisions for disbursement by the Division from the Funds

- referred to in Section 4{b) of this Agreement and .that said disbursement may be

‘ made by the Division from said Funds in its discretion and wi thout notice, save and
except for any notice required with respect to the Contingency Escrow Reserve.

It is further expressly agreed that in the event the Division, during the life of
this Agreement, takes possession of and/or operates this Development pursuant to

the terms of this Agreement or the Trust Deed, the Division will apply the Develop-
ment's Operating Receipts to the payment of Operating Expenses in the manner set
forth in Section 4(a) (1) of this Agreement, to the extent that Operating Expenses
will be paid by the Division from available Operating Receipts prior to the applica-
tion of Operating Receipts to the payment of principal and interest, under the Trust
Deed and Trust Deed Note.

SECTION 12.. LIABILITY OF THE LIMITED PARTNERSHIP BORROWER: In the event that the
Borrower is a Limited Partnarship, nothing contained -in this Agreement shall operate
to alter, amend or otherwise affect the provisions of the Trust Deed securing the
Loan pursuant to which, .in th2 event of a default in the payment of the indebtedness
secired thereby, the Division's recovery for the principal and interest under the
4i1l be limited to the Zroperty and all buildings, improvements, fixtures and
sisment located thereon or used or usable in connection with the operating of the

RS
- L
LR

-sperty: and neither the Borrower nor any partner thereof will have any further or
additional personal liabilicy for the principal and interest under the Loan either

ander the Trust Desed or undsr the Trust Deed Note evidencing the Loan. The

Sivision warrants that it wiil not seek a deficiency judgment against the Borrower
foliowing the foreclosure and sale of the completed Development, provided, however,
that the Division has acknowilzdged, in writing, sacisfactory completion and acceptance
of the Develooment. However, notwithstanding such provision of the Trust Deed,

sha Borrower understands ani agrees that the Division may preserve fully its powers
under the Act. to the end that the purposes of the Act shall be fulfilled; and,
further, it is expressly agrzed that nothing contained in such provision of the

Trust Deed or any other provision ¢f the Trust Deed shall be, or be deemed to be,

a rcelease or impairment of 2ny obligation of the Borrower or any general partner
rhereof under the Act, the Partnership Agreement cof the Borrower, or this Agreement,
and neither the Division's esercise of its rights under or pursuant to any of the
“nrzgoing, nor the specific enforceability of any such obligation, shall be deemed

-5 ne srohibited or impaired hereby. It is further expressly agreed that nothing
contained in the Trust Deed or this Agreement shall be, or be deemed to be, a release
or impairment of the ‘irdebicdness secured by the Trust Deed and the lien thereof,

and the Division shall tiot be precluded from foreclosing the Trust Deed in the event
of any default thereunder: it is further expressly agreed that the Borrower and any
and all general partners thareof are specifically liable and accountable to the
division for a11 terms, covenants and conditions set forth herein or incorporated by
reference, except for that liability or reference to the principal and interest, under
the Trust Deed Note and Trust Deed evidencing and securing thie Loan; and further,
sucs liability and accountahility of the Rorrower and general partners shall survive
and continue beyond the period of final closing on the Loan and for the duration ot
this Agreement. )

ECTION 13. MUTUAL COVENANTS AND AGREEMENTS: The parties covenant and agree with
ch other as follows:

(2)  That in the event that any term, covenant or condition of this Agreement
shall be finally deterained by a court of competent jurisdiction ta be invalid,
those terms, covenants or conditions so determined to be invalid are herecby de-
ciared severable and shall -not affect the validity of the remaining portions

of this Agreement; . ACCEPTED'

(b} That no waiver by-either party of any term, covenant or condition of this
Agreement shall be binding unless in writing and signed by both partis :

MF 204 -9
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(c) That no amendment, modification, or termination of this Agreement :1;3;22963
or any provision hereof shall be effective unless in writing and signed by both
parties hereto;

{d)  That this Agreement shall rerain in effect so long as the Division is the
holder of the Loan or any interest therein;

(e)  That, except as otherwise provided herein, whenever any approval or notice
by the Division is required under this Agreement, or whenever any action by

the Division is required or permitted, the Administrator of the Division, his
successor or his authorized delegate shall have the power and right to approve,
give notice or act on behalf of the Division, as the case may be;

(f) That this Agreement shall be binding upon the parties hereto and their
respective permitted successors and assigns.

SECTION 14. FURTHER PROVISIONS APPLICABLE TO THE BORROWER:

(a) No amendments will be made to the Borrower's Certificate of Limited Part-
nership and/or Articles of Agreement of Limited Partnership or Articles of
Incorporation which would affect the Division's rights under any of the terms
and conditions of this Agreement, the Contract Documents or any other agreement
made between the.Division and the Borrower, without the Division's prior
written approval;

(b) In the event of retirement, death, insanity, incapacity, withdrawal, dis-
solution, Tliquidation, bankruptcy or assignment for benefit of creditors of a
general partner of the Partnership, the business may be continued by the re-
maining general partners pursuant to a right set forth in the Certificate of
Limited Partnership. |In the event of dissolution of the Partnership, no title

~or right o possession and control of the Development, and no right to collect
the rents therefrom, shall pass to any person who is not bound by the Division's
Regulatory Agreement in a mannz- satisfactory to the Division. In addition,
the former General Partners, other than the General Partner who ceased being a
General Partner as a result of z2vents contemplated by this Section 14(b), shafl
continue to operate the Develoswent;

{c) No general partner will veluntarily withdraw from or be substituted by the
partnership without the prior written approval of the Division. Following com-
pletion of the Development, said approval will not be unreasonably withheld if

there are one or more iremaining or substitute general partners who, in the Di-

vision's opinion and sole discretion, are financially and managerially capable

and cowpetent to cause the Borrower to have the capacity to effectively own

and operate the Development, subject to the terms and provisions of this Agree-
ment

(d) 1f the Borrower is a corpyration or if one or more of the general partners

of the Borrower is a corporatian incorporated for the sole or principal purpose
of managing the business affairs of this Development, the Division may at any time,
and fro= time to time, require the removal of any or all of the existing directors
or officers of said corporate general partner of the Borrower and require the
agpointment of such person or persons as the Division in its sole discretion

deems advisable as new directors or officers, in the event that the Division at
any time deems itself to be insecure with respect to the Lloan by reason of the
violation by the Borrower of any provision of the Loan, or of any term of this
Agreement or any other agreement betwsen it and the Division, or of any provision
of the Act or the Rules and Regulations promulgated pursuant thereto, or of

the terms of any agreement with a third party respecting the Development. Any
such directors or officers appointed at the request of the Division shali serve
only until such violation is cured and until the Division has signified in

writing that it has received assurances satisfactory to it against further
violations of a similar nature. Any failure to remove and appoint such persons

in accordance with this Section, within 10 days after receiving written notice
from the Division requiring such appointment or removal, shall constitute an

event of default under this Agreement by the Borrower.

SECTION 15.  FURTHER PROVISIONS: In the event the Development is to receive the

benefit of Housing Assistance Payments under Section 8, the Borrower further acknow-

ledges its obligations under the Housing Assistance Payments Contract with zgatﬁigyrE .
to the conveyance or transfer of the Devalopment, or of ownership interest Vel D
Development, as contained in Section 2.13 of the Contract, to wit:

10




(a) The Borrower agrees that he has not made, and will not make any sarg$3§3€3f)
signment, conveyance or transfer in any other form, of this Contract or the
Development or any part thereof or any of his interest therein without the

prior consent of the Division and the Secretary; provided, however, that in the
case of an assignment as security for the purpose of obtaining financing of the
Developrient, the Division and the Secretary shall consent in writing if the
terms of the financing have been approved by the Secretary.

(b)' The Borrower agrees to notify the Division and the Secretary promptly in
writing of any proposed action covered by Paragraph (a) of this Section. The
Borrower further agrees to request the written consent of the Division and the
Secretary in regard. thereto.

(c) 1. A transfer by the Borrower, in whole or in part, or a transfer by a
party having substantial interest in said Borrower, or transfers by more
than one party of interests aggregating a substantial interest in said
Borrower, or any other similarly significant change in the ownership of
interests in the Borrower or in the relative distribution thereof, or with
respect to the parties in control of the Borrower or the degree thereof,
by any other method or means (e.qg., increased capitalization, merger with
another corporation or other entity, corporate or other amendments, issu-
ance of new or additional ownership interests,; or classification of ownership
interests or otherwise) shall be deemed an assignment, conveyance or
transfer for purposes of this Section. An assignment by the Borrower to
a limited partnership, in which no limited partner has a twenty-five
percent (25%) or more interest and of which the Borrower is the sale
general partner, shall not be considered an assignment, conveyance or transfer.

2. The term “substantial interest' means the interest of any general
partner, any limited partner having a twenty-five percent (25%) or more
interest in the organization, any corporate officer or director, and any
stockholder having a ten percent (10%) or more interest in the organization.

SECTION 16. MOTICES: Any and all notices by the Division to the Borrower, or by the
Eorrower to the Division or the Secretary shall be in writing and by registered or
.rtified mail addressed to the respective addresses stated below:

o the Division: Housing Division/Department of Commerce/State of Oregon
102 Labor and iIndustries Building
Salem, Oregon 97310
Attention: Administrator

To the Borrower: Robert J. Bogatay
P.0. Box 493
Klamath Falls, Oregon 97601

To the Secrelary: Area Manager, Portland Area Office
U.S. Department of Housing & Urban Development
520 S.W. 6th Avenue
Portland, Oregon 97204

SECTION ‘17. GOVERNING LAW: This Agreement shall be governed by the laws of the State
of Cregon.

SECTION 18. MISCELLANEOUS: Whenever used, the singular number shall include the
plural, and the plural the singular; and the use of any gender shall apply to all
genders. All covenants and agreements of the Borrower shall be joint and several.
The captions and headings of the sections of this agreement are for convenience only
and are not to be used tc intcrpret or dcfinc the provisions herecf,

SECTION 19. TIME OF ESSENCE: Time is of the essence in the performance of this
Agreement.

11 WITNESS WHEREOF, the parties have executed this Agreement the day and year first
above written,

DR T S ACCEPTED:

L/79




BORROWER:

Robert J. Bogatay

By (igiigTTAi%§N%§§%%§§E§EEQT

By

HOUSING DIVISION, DEPARTM NT OF COMMERCE
STATE OF OREQON

By - KA«.' f ,4£Z;x;:§k£;

v /Adinsr@@star '

STATE OF OREGON )
County of fZpnst/ )

On this /7 day of §;2;g£;/ , 19 ,F<9 » Personally appeared

the above-named _._Robert#. Bog4tay

\ : , , and acknowledged the foregoing
\instrument, consisting of 12 pages including this signature and acknowledgment
o be his voluntary act and desed.
-

7 g f
igZégzgrii, ;ﬁiléﬁ%QjéZQKﬁ;“///

[ Notary Public for Oregon
~ My Commission expires: €7/é;jaéb/

County. of Hariqn

On this /é’z day of oo ., » 19 Vo > personally ap-
peared before me, a Notary Publf in @nd for the State of Oregon, M. GREGG SMITH,
known to me to be the Administraror of the Housing Division, Department of Commerce,
State of Oregon, being the duly authorized person executing the foregoing instrument,
consisting of 12 pages including this signature and acknowledgment page, on behalf of
the Division, and upon oath did depose and say that he is the officer of the Division
' si » that he signed- the said instrument in such capacity, and that
xecuted the instrument freely and voluntarily and for the uses and
i mentioned.

%%&féld’, e
Notary Public for Oregon
My Commission expires: b-/F~5)

ACCEPTED:

HF 204 - 122
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LAKE PARK TOWERS

Klamath Falls
OR16-H029-103

DESCRIPTION _OF PROPERTY
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