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MORTGAGE

FHA Project No. 126-11057

THIS INDENTURE, made this §ie3}  day of June 2009, between:

Shangri La Apartments of Klamath, LLC, a limited liability company organized and existing
under the laws of the State of Wyoming, having its principal place of business at
1415 Esplanade, Klamath Falls, Oregon 97601.

Mortgagor (hereinafter with its successors and assigns referred to as the Mortgagor), and

Evanston Financial Corporation, a corporation organized and existing under the laws of the
Commonwealth  of  Pennsylvania, having its principal place of business at

112 S. David Lane, Knoxville, TN 37922
Mortgagee (hereinafter with its successors and assigns referred to as the Mortgagee),

WITNESSETH, that the Mortgagor for and in consideration of the sum of One Million Fifty
Thousand Seven Hundred and No 100ths Dollars ($1,050,700.00), to it in hand paid by the
Mortgagee, the receipt of which is hereby acknowledged, does hereby grant, bargain, sell, and convey
to the Mortgagee, forever, the following-described premises and property or leasehold estate, lying and

being in the County of Klamath and State of Oregon, known and described as follows, to wit:

See Exhibit A, which is attached to and made a part of this Indenture.
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Together with all buildings and improvements of every kind and description now or hereafier erected or placed thereon, and
all fixtures, including but not limited to all gas and electric fixtures, engines and machinery, radiators, heaters, furnaces,
heating equipment, steam and hot water boilers, stoves, ranges, elevators and motors, bathtubs, sinks, water closets, basins,
pipes, faucets and other plumbing and heating fixtures, mantels, cabinets, refrigerating plant and refrigerators, whether
mechanical or otherwise, cooking apparatus and appurtenances, furniture, shades, awnings, screens, blinds, and other fumish-
ings; and together with the hereditaments and appurtenances and all other rights thereunto belonging, or in anywise now or
hereafter appertaining, and the reversion and reversions, remainder and remainders, rents, issues, and profits thereof, and all
articles of personal property now of hereafter attached to or used in and about the buildings now erected or hereafter to be
erected on the lands herein described which are necessary to the complete and comfortable use and occupancy of such
building or buildings for the purposes for which they were or are 10 be erected, including all other goods and chatiels and
personal property as are ever used for furnished in operating a building or the activities conducted therein, similar to the one
herein described and referred to, and all renewals of replacements thereof or articles in substitution therefor, whether or not

the same are or shall be, attached to said building or buildings in any manner; and

Together with all building materials and equipment now or hereafter delivered to said premises and intended to be
installed thercin. .

TO HAVE AND TO HOLD said described premises and other property with said appurtenances unto the Mortgagee,
forever.

The Mortgagor is justly indebted to the Mortgagee in the principal sum of One Million Fifty Thousand
Seven Hundred and No 100ths Dollars ($1,050,700.00), evidenced by its Note of even date herewith, bearing interest
from date on outstanding balances at five and three-quarters per cent (5.750%) per annum, payable in monthly
instaliments beginning on the first day of the month following the date hereof with a final maturity of July 1, 2044,
which Note is identified as being secured hereby by a certificate thereon. Said Note and all of its terms are
incorporated hereby by reference, and this conveyance shall secure any and all extensions thereof, however evidenced.

THE MORTGAGOR HEREBY COVENANTS:

1. That Mortgagor is seized in fee simple or leasehold of said premises and every part thereof; that there are no liens or
encumbrances against or upon the same and none superior of inferior to this Mortgage will be created or suffered by the
Mortgagor during the life of this Mortgage; that it will forever warrant and defend said premises unto the Morigagee against
the lawful claims of all persons whomsoever;

2. That Mortgagor will pay the Note at the times and in the manner provided therein;

3. That Mortgagor will not permit or suffer the use of any of the property for any purpose other than the use for which
the same was intended at the time this Morigage was executed;

4, That the Regulatory Agreement, if any, executed by the Mortgagor and the Secretary of Housing and Urban Develop-
ment acting by and through the Federal Housing Commissioner, which is being recorded simultaneously herewith, is incorpo-
tated in and made a part of this Mortgage. Upon default under the Regulatory Agreement and upon the request of the
Secretary of Housing and Urban Development acting by and through the Federal Housing Commissioner, the Morigagee,
as its option, may declare the whole of the indebtedness secured hereby to be due and payable;

5. That all rents, profits and income from the property covered by this Mortgage are hereby assigned to the Mortgagee
for the purpose of discharging the debt hereby secured. Permission is hereby given to Mortgagor so long as no default exists
hereunder, to collect such rents, profits and income for use in accordance with the provisions of the Regulatory Agreement;

6. That upon default hereunder Mongagee' shall be entitled to the appointment of a received by any court having
jurisdiction, without notice, 1o take possession and protect the property described herein and operate same and collect the
renis, profits and income therefrom;

7. That at the option of the Mortgagor the principal balance secured hereby may be reamortized on terms acceptable
to the Secretary of Housing and Urban Development acting by and through the Federal Housing Commissioner if a partial
prepayment results from an award in condemnation in accordance with provisions of Paragraph 9 herein, or from an in-
surance payment made in accordance with provisions of Paragraph B herein, where there is a resulting loss of project income;

8. That the Mortgagor will keep the improvements now existing or hereafter erected on the mortgaged property insured
against loss by fire and such other hazards, casualties, and contingencics, as may be stipulated by the Secretary of Housing
and Urban Development acting by and through the Federal Housing Commissioner upon the insurance of the Mortgage and
other hazards as may be required from time to time by the Mortgagee, and all such insurance shall be evidenced by standard
Fire and Extended Coverage Insurance Policy or policies, in amounts not less than necessary 1o comply with the applicable
Coinsurance Clause percentage, but in no event shall the amounts of coverage be less than B0O% of the Insurable Values or
not less than the unpaid balance of the insured Mortgage, whichever is the lesser, and in default thereof the Mortgagee shall
have the right to effect insurance. Such policies shall be endorsed with standard Mortgagee clause with loss payable to the
Mortgagee and the Secretary of Housing and Urban Development acting by and through the Federal Housing Commissioner
as interest may appear, and shall be deposited with the Mortgagee;

That if the premises covered hereby, or any part thereof, shall be damaged by fire or other hazard against which
insurance is held as hereinabove provided, the amounts paid by any insurance company in pursuance of the contract of
insurance to the extent of the indebiedness then remaining unpaid, shall be paid to the Mortgagee, and, at its option, may
be applied to the debt or released for the repairing or rebuilding of the premises;
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9. That all awards of compensation in connection with condemnation for public use of or 2 taking of any of that
property, shall be paid to the Mortgagee to be applied 10 the amount due under the Note sccured hereby in (1) amounts
cqual to the next maturing installment or installments of principal and (2) with any balance to be credited to the next pay-
ment due under the Note. That all awards of damages in connection with any condemnation for public use of or injury to
any residue of the property, shall be paid to the Mortgagee to be applied to & fund held for and on behalf of the Mortgagor
which fund shall, at the option of the Mortgagee, and with the prior approval of the Secretary of Housing and Urban Devel.
opment, either be applied to the amount due under the Note as specified in the preceding sentence, o be disbursed for the
restoration or repair of the damage to the residue. No amount applied 1o the reduction of the principal amount due in
accordance with (1) shall be considered an optional prepayment as the term is used.in this Mortgage and the Note secured
hereby, nor relieve the Mortgagor from making regular monthly payments commencing on the first day of the first month
following the date of receipt of the award, The Mortgagee is hereby authorized in the name of the Mortgagor to execute and
deliver valid acquittances for such awards and to appeal from such awards;

10. That in order more fully to protect the security of this Mortgage, the Mortgagor will pay to the Mortgagee in addi.
tion to the monthly payments of interest or of principal and interest under the terms of the Note secured hereby and con-
currently therewith monthly on the first day of each month after the date hereof until the said Note is fully paid, the
following sums:

{e/ An amount sufficient 10 provide the Mortgagee with funds 10 pay the next morigage insurance premium if u?is jnstrument
and the Note secured hereby are insured, or a monthly service charge, if they are held by the Secretary of Housing and Urban
Development, as follows:

(1) 1f and so long as said Note of even date and this instrument are insured or ase reinsured under the provisions of the
National Housing Act, an amount sufficient 1o accumulate in the hands of the Mortgagee one month prior 1o its due date
the annual mortgage insurance premium, in order to provide such Mortgagee with funds 10 pay such premium to the
Secretary of Housing and Urban Development pursuant to the National Housing Act, as amended, and applicable Reguls-
tions thereunder, o1 R

(I1) 1f and so long as said Note of even date and this instrument are held by the Secretary of Housing and Usban Development
s monthly service charge in an amount equal to 1/12 of %% of the average outstanding principal balance due on the Note
computed for each successive year beginning with the first day of the month following the date of this instrument, if the
Secretary of Housing and Urban Development is the morigagee (beneficiary) named herein, or the first day of the month
following assignment, if the Note and this instrument are assigned 1o the Secretary of Housing and Urban Development,
without taking into account delinquencies or prepayment; ,

(b} A sum equal 10 the grounds rents, if any, next due, plus the premiums that will next become due and payable on policies of
fire and other property insuzance covering the premises covered hereby, plus water rates, taxes snd assessments nexi due on the
premises covered hereby (all as estimated by the Mortgagee) less all sums already paid therefor divided by the number of months
1o elapse before onc manth prior to the date when such ground rents, premiums, water rates, taxes and assessments will become
delinquent, such sums 1o be held by Morigagee in trust to pay said pround rents, premiums, Water rates, taxes, and special
assessments.

(¢/ AUl payments mentioned in the Two preceding subsections of this paragraph and all payments to be made under the Note
secured hereby shall be added together and the aggregate amount thereof shall be paid each month in a single payment to be
applied by Morigagee 10 the following items in the order set forth:

(1) premium charges under the Contract of Insurance with the Secrerary of Housing and Urban Development or service charge;
(1) ground rents, 1axes, special assessments, water rates, fire and other property insurance premiums;
(111) interest on the Note secured hereby;
(1V) amortization of the principal of said Note;

11. In the event the Mortgagor fails to pay any sums provided for in this Mortgage, the Mortgagee, at its option, may
pay the same. Any excess funds accumulated under (b) of the preceding paragraph remaining after payment of the items
therein mentioned, shall be credited 1o subsequent monthly payments of the same nature required thereunder; but if any
such item shall exceed the estimate therefor, or if the Mortgagor shall fail to pay any other governmental or municipal charge,
the Mortgagor shall forthwith make good the deficiency or pay the charge before the same become delinquent or subject 10
interest or penalties and in default thereof the Mortgagee may pay the same. All sums paid by the Mortgagee and any sums
which the Mortgagee may be required to advance to pay mortgage insurance premiums shall be added to the principal of the
debt secured hereby and shall bear interest from the date of payment at the rate specified in the Note and shall be due and
payable on demand. In case of termination of the Contract of Mortgage Insurance by prepayment of the Mortgage in full,
or otherwise (except as hercinafter provided), accumulations under (a) of the preceding paragraph hereof not required to
meet payments due under the Contract of Mortgage Insurance, shall be credited to the Mortgagor. If the property is sold
under foreclosure or is otherwise acquired by the Mortgagee after default, any remaining balance of the accumulations
under (b) of the preceding paragraph shall be credited to the principal of the Morigage as of the date of the commencement
of foreclosure proceedings or as of the date the property is otherwise acquired; and accumulations under (a) thereof shall
be likewise credited unless required to pay sums due the Secretary of Housing and Urban Development acting by and throu~h
the Federal Housing Commissioner under the Contract of Mortgage Insurance;

12. That if the Mortgagee is made or becomes a party to any suit or action, by reason if this Mortgage or the indebted.
ness hereby secured, the Mortgagor will pay all expenses incurred by the Mortgagee therein, including a reasonable attorney's
fec;

13. That the Morigagor shall not assign nor attempt to assign the rents, issues, or profits or any part thereof of the
premises mortgaged hereby without the written consent of the Mortgagee, nor shall it demolish or remove nor threaten 1o
demolish or remove any building on or to be erected upon said premises without similar written consent of the Mortgagee;

14. That if Mortgagor defaults in any of the covenants or agreements contained herein, or in said Note, then the
Mortgagee may perform the same, and all expenditures made by the Morigagee in so doing shall draw interest at the rate
specified in  the Note, and shall be repayable by the Mortgagor to the Mortgagee, and together with interest and costs
accruing thereon, shall be secured by this Mortgage;
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15. That the improvements sbout to be made upon the premises above described n:d 'all plarc\‘s l:;lm‘i :};:ec:ii;a:ll:ri\lsl

wi i i i Igated by lawful authority, an at the
ly with all municipal ordinances and regulations made or promulg . he -
::':: :om'plelion complz with all such municipal ordinances and regulations and with the rules of the fire rating or inspec

tion organization, bureau, association, of office;

16. That Mortgagor will keep all buildings and structures now on said premises or hereafter pl;ced th.eteon in good
; i i es;
repair and in as good condition as they now are. The Mortgagor will permit no waste upon the morigaged premis

17. That so long as this Mortgage and the said Note secured hereby are insured undcr. the provisions of the National
Housiné Act, it will not execute or file for record any instrument which imposes a restrictuion upon the sale or occupancy
of the mortgaged property on the basis of race, creed, color or national origin.

18. That so long as this Mortgage and the Note secured hereby are insured under the _pm\n'sions of the Naliqnal
Housiné Act, no charge shall be made by the Morigagor for the accomodations, facilities .or services offered by the proy;ct
in excess of those approved by the Secretary of Houisng and Urban Development acting by and through the Federal Housing

Commissioner,

0 y
0 - v
wamaw » et ey 1) [ . ] (]

lands .here described, in accordance with a building loan agreement between the Mortgagor nndh the Mg ; gebee,
dated 19 , which building loan agreement (except such part of pars t 'd a;m y be
inconsistent herewith) is incorporated herein by reference to the same.extent and effect as'if ful'ly set {o an: ma e::;mn
of this Mortgage; and if the construction of the improvements 10 be made pursuant to sandb 1ildihig loa: ag}:eemc:n'kes !
not be carried on with reasonable diligence, or shall be discontinued at any time f Qr-gfy n?ason ot er }t, rar;l H nd ‘o
lock-outs, the Mortgagee, after due notice to the Morigagor or any subsequent 0 e, is hereby mves_l:d wud 'una:r i:.u
plete authority to enter upon the said premises, employ watchmen 10 protegl dch unprovemem.s from depre faml)he eucj‘ig‘
and to preserve and protect the personal property therein, and to conyintie any and all opt'stan.dmg contracts for he erecrion
and completion of said building or buildings, to make and entepinf@ any contracts and obhga.uon.s wherever. n‘:lcl:les . the!
in its own name or in the name of the Morigagor, and.4d"pay and discharge all debts,'ob.hgatmns, ar_rd lia dncs mcuu ‘
thereby. All such sums so advanced by the Mogpegee (exclusive of advances of the principal of lh_e_ indebte m:scsj :;c;“rbc
hereby) shall be added to the principal of the-fidebiedness secured hereby and shall be secured by th;stc‘mgag: t:,::“ess 2! be
due and payable on demand with in T at the rate specified in the Note, but no S\.Jch advances shall be ;:‘S\;:r:deml Heusine
are specifically approved by the-Secretary of Housing and Urban Development acting .by and thmt{gh }l]a;l O o of
Commissioner prior to the-faking thereof. The principal sum and other charges provided for herein s : .2 o |;AO“ "
the Mortgagee or hattier of this Mortgage and the Note secured hereby, become duf anq p?yable on the failure ?]‘m ecovcn:,m
gor to keepand perform any of the covenants, conditions, and agreements of rtmd building loan agreement, a]: rant
shall be~ferminated upon the completion of the improvements to the satisfaction of the Morigagee and the making of th

.:‘..

21. Notwithstanding any other provision contained herein or in the Note, it is agreed that the execution of
the Note shall impose no personal liability upon the Mortgagor for payment of the indebtedness evidenced
thereby, and, in the event of a default, the holder of the Note shall look solely to the “Collateral” (defined
below) in satisfaction of the indebtedness evidenced by the Note and will not seek or obtain any deficiency
or personal judgment against the Mortgagor except such judgment or decree as may be necessary to foreclose
and/or bar its interest in the Collateral, provided, that nothing in this condition and no action so taken shall
operate to impair any obligation of the Mortgagor under the Regulatory Agreement herein referred to and
made a part hereof. As used herein, “Collateral” shall mean and include (a) the property subject to this
Mortgage and to the rents, issues and profits thereof; (b) the tangible and intangible property described in any
and all security agreements (whether executed by the Mortgagor, any lessee or operator of the property or
any portion thereof, or any other party) which now or hereafter secure the Note and the proceeds and
products thereof; (c) any al all escrows and reserves now or hereafter required by the Mortgagee and or the
Secretary of Housing and Urban Development in connection with the property subject to this Mortgage
(including, to the extent applicable, replacement reserves accounts, residual receipts accounts, escrows for
insurance premiums, mortgage insurance premiums, ground rents, taxes, assessments, utility charges and
other impositions, and escrows for working capital, operating deficits, repairs, latent defects, and offsite
improvements); and (d) any and all property now or hereafter mortgaged, pledged, conveyed or assigned to
secure payment of the Note and the rents, issues, profits, proceeds, and products thereof.
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NOW, THEREFORE, if the mortgagor shall well and truly perform each and all of the covenants
and agreements herein contained, this conveyance shall be null and void and of no effect; otherwise the
same shall remain in full force and effect and may be foreclosed in the manner provided by law.

The covenants herein contained shall bind, and the benefits and advantages shall inure to, the
respective successors and assigns of the parties hereto. Wherever used, the singular number shall
include the plural, and the use of any gender shall be applicable to all genders.

IN WITNESS WHEREOF, the Mortgagor has caused these presents to be signed in its name by
the president of its manager as of the day and year first above written, pursuant to authority given by

resolution of its members.

Shangri La Apartments of Klamath, LLC, a
Wyoming limited liability company

By: /VQQ_'_ )

Mathew K. McVay, Ma’uaéer

State of @ ' il q ey
County of ﬁ_/,éaz/gu o

State of

County of

OnJune ¢ 2009, personally appeared before me Mathew K. McVay, who, being duly swom
(or affirmed), did say that he is the manager of Shangri La Apartments of Klamath, LLC, a Wyoming
limited liability company, and that the foregoing instrument was signed and sealed in behalf of said
company by authority of the members of said a company, and he acknowledged said instrument to be

the company’s voluntary act and deed.

e C
O TNE ot oAl A Bttt
A

[NOTARIAL SEAL} Notary Public
. . . i ;Q_ : !‘
o TOAL SEAL My commission expires: /2) 33,2014
LINDA CRANE

) % NOTARY PUBLIC-OREGON
8 COMMISSION NO. 423041
MY COMMISSION EXPIRES DEC. 23, 2011
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EXHIBIT “A”
LEGAL DESCRIPTION

A tract of land situated in the SE1/4 SW1/4 of Section 34, T38S, ROEWM, Klamath County, Oregon,
being more particularly described as follows:

Commencing at the Northeast corner of Lot 37, ENTERPRISE TRACTS, Klamath County, Oregon;
thence South 00°15'30" East along the centerline of Avalon Street, 242.83 feet; thence North
89°44'30" East, 30.00 feet to a point on the East boundary of said street for the True Point of
Beginning; thence North 89°44'30" East, 395.00 feet; thence North 00°15'30" West 59.01 feet, to a
point on the Southwesterly boundary of the U.S.R.S. "A" canal; thence along said canal boundary
204.24 feet along the arc of a curve right (which arc has a radius of 433.10 feet and a long chord of
North 55°12'32" West 202.35 feet); thence North 41°42' West 183.35 feet to the Southeasterly
boundary of Eberlein Avenue; thence along said boundary South 47°54'30" West, 144.93 feet to the
East boundary of Avalon Street; thence along said boundary South 00°15'30" East 216.00 feet to the
true point of beginning.

AND an easement for a sewer in and across the following descnibed real estate, situate, lying and
being in Klamath County, Oregon, and more particularly described as follows:

A strip of land 10 feet in width lying along the following described centerline:

Beginning at a point 240 feet Northerly from the North boundary of SUNNYLAND ADDITION to
the City of Klamath Falls, and 310 feet Easterly from the East boundary of Avalon Street, at which
point a manhole is constructed; thence Northerly to a point on the Southerly boundary line of a parcel
of property owned by Shangri-La Apartments, a partnership, said point being North 89°44'30" East
298.00 feet from the East boundary of Avalon Street.



