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Mortgage Agreement -
N THIS MORTGAGE AGREEMENT (the "Mortgape™) dated this day of bay, 2013
X
H BETWEEN
f:? Howard Larman of 315 Division Street, Klamath Falls Oregon 57603
}é‘ { the "Morigagor")
3
i'é OF THE FIRST PART
- ARD -
Brian 8. Smith of 3453 Bames Way, Klamath Falls Oregon 97603
( the "Mortgagee")
OF THE SECOND PART
- AND -
of
{ the "Guarantor™)
OF THE THIRD PART
Background

A. The Mortgagor, being registered as owner of the estate in the following described property {the ”Property™}
lecated at 315 Division Street, Klamath Fatis Oregon 97603 in Klamah County, State of Oregon, United States

with the following legal description:

;Tnouw;#i [ 24, Blew 7’0(1"&: ”4415\-51’5‘)

Map: B-3809-033AB-06900-000 Code: 001 315 Division Street, Klamath Falls, Klamath County, Cregon.

B. Any buildings or strochires on the Property and anything now or later aitached or affixed to the buildings or the
Property including additions, alierations and improvements located on. above or below the surface of the Property
are covered by this Morngage. llowever, no additions, alterations or improvements will be made by the Mortgagor
without the Morigagee's prior written consent. Any addition, aleration or improvement will be subject to al!

recorded easements, rights of way, conditions, encumbrances and limitations, and to all applicable building and use

restrictions, zoning laws and ordinances, if any, affecting the Property.
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5:15,&@: in the amoupt of one hundred nine



thousand (3 109,000 ) U.S. DOLLARS {ihe "Principal Amowunt") the receipt of which the Mortgagor does hereby

acknowledpes itself indebted, the parties to this Mortgage agree as follows:

/'/

U.C.C. Security Agreement

It is agreed that i any of the Property herein mortgaged is of a nature so that a security inerest inthe
Property can be perfected under the Uniform Commercial Code, this instrument will constitute a Security
Agreerncnt and the Mortgagor agrees to join with the Mortgagee in the execution of any financing
statements and fo execute any and all other instruments that will be required for the perfection or renewal of

stich security interest under the Uniform Commercial Code.
Governing Law
This Morigage will be govemed by both the law of Oregon and any applicable federal law {the "Applicable

Law"). Allrights and obligations contained in this Mortgage are subject to any requiremeuts and limitations

of the Applicabie Law.

MATTERS RELATING TO PAYMENT

Promise to Pay

The Mongagor, for valus received, promises te pay to the Mongagee, on demand, the Principal Amount,
interest and all fees and costs on the terms set out in this Morigage or in any amendment, extension or
renewal of the Montgage and any additional amounts secured by this Mongage on the tenms elsewhere

provided for such debts and liabilities.

Interest

The Monigagor agrees to pay the Principal Amount with interest before and afler maturity and before and
after default at the rate of 8.00 pereent cateulsted Semi-annually, (the "Tnterest Rate”). The Interest Rate wilt
be calenlated from the date this Mortgage begins (the "Intersst Adjustment Date®) and accrues vatil the

whole of the Principal Amount is paid. The Loan will be repaid on the following terms:
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a. The Principal Amount and inkerest will be repaid in cousectitive monthly instalimenis of $800 each on

the 15t of each month.

b. The Interest Adjustment Date for this Mortgage is May 15th, 2013
The balance of the Principal Amount. if any, and any Interest thereon and any other moneys owing
under this Mortgage will be due and payable on the May 15th, 2043 (the “Maturity Date™).

Place of Payment

5. Mortgagor will make momhly payments ai 3453 Bames Way, Klamath Falls Oregon 97603 or at a locatien

as later specified by the Mortgagee.

Fuads for Escrow Items

6. The Mortgagor will pay to the Mongagee, on the day periodic payments are due under this Mostgage, a swin
{the "Funds™) to provide for payment of {a) all 1axes, assessments and other charges against the Property; {b)
ground rents or other lease poymentis on the Property; and (¢) premiums for any and all insurance required

by Mortgagee (the "Escrow llems™).

7. The Mortgagor will notify the Morigagee of ali of amounts to be paid under this Seclion. At the
Mortgapee’s discretion, the Mongagor will provide receipts of such payments 10 the Mortgagee. Ifthe
Montpagor fails to make timely payments, the Mortigagee can, at its discretion, make any paymenis for
gverdue Escrow ltems on behalf of the Mortgapor and the Mortgagor wiil be obligated to repay the
Morngagee for any such amount. The Mortgages may waive the Mostgagor's obligation to pay for any or all
Escrow Items to the Morlgagee through written notice. I such waiver ocows, the Mortgagor is responsible
1o puy the amounts due for any Escrow ltems. The Morigagee can at any time revoke the waiver of any or
all Escrow Ttem payments by written notice to the Mortgagor and, upon such revocation, the Mortgagor will

pay to the Montgagee all Funds, and in such amouats, that are then required under this Section.

8. The Mongagee will vollect and hold the Funds in accordance with the Real Estate Sentlement Procedares
Act {the "RESPA™). The Mongagee will reasonably estimate the amount of Funds due in accordance with

the Applicable Law.

2. If there is a surplus of Funds held in escrow, the Mortgagee will provide the Morlgagor with the excess
funds in accordance with the RESPA. If there is a shortage of Funds held in escrow, the Mortgagee will
notify the Mortgagor as required by the RESPA, and the Mortgagor will pay (o Mortgagee the amount

irecessaty to make up the shortage in aecordance with the RESPA,




12.

Obligation to Pay without Set-off or Delay

The Mertgagor agrees to pay all amounts payable pursuant to this Mortgage and all additional amounts
secured by this Morigage without abatement, set-off or counterclaim. Should the Mortgagor make any
claim against the Mortgagee either initially or by way of abatement, set-off ar conmterclnim, the Mortgagor
agrees that any such claim will not diminish or delay the Mortgagor's obligations to make the payments as

provided in this Mortgage.

Application of Payments and Interest after Defauit

All monthly payments received by the Mongagee will first be applied in payment of the interest calcutated
at the Interest Rate, and second in payment of the Principal Amount. However, if the Morigagor is in
default, then the Morigagee will apply any payments reeeived during this period as the Mortgagee chooses,
If the Mortgagor is in default in payment of any amount including interest, interest will be payable on the

interest and other arrears at the Interest Rate compounded monthly.

Annnal Prepaymeit Privileges

Wheo not 1n default, the Mortgagor may prepay an ainopunt not greater than 100.00% of the original
Principal Amount of the Mortgage anytime during the year, up to and including the anniversary date of the
Interest Adjustment Date {the "Anmsat Prepayment™). The Mortgagor may prepay any vapaid Annual

Prepayment from previous years in addition to the Annuval Prepayment from the current year,

Full Prepaymeni Privileges

Mortgagor may, at any time afler | year of the term of the Mortgage or if renewed, after 1 vear of the term
of the last renewal of the Mortgage, prepay the full cutstanding balauce upon payment of three months
oterest at the existing interest rate as set out in the Mortgage o1, if renewed, in the agreement for the last

renewal of the Morlgage caleulaied on the full principal ampunt being repaid.
Discharge
When the Mortgagor pays the Principal Amount, interest and all the other amounts secured by this

Morigage in full and notifies the Mortgagee in writing and requests a discharge of this Morigage, the

Morigagee will discharge this Mortgage, The Morigagor will give the Mongagee a reasonable time after
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payment in which to prepare and issue the discharge.

Covenants and Warrantics

The Mortgagor wairants and agrees that:

the Mortgagor has good title 10 the Propenty;

the Morngagor will preserve the Mortgagor's title to the Property and the validity and priority of this
Mostgage and will forever warrant and defend the same for the Mortgagee against the elaims of all
persons;

the Morgagor has the authority 1o morigage the Property;

on default, the Morigagee will have quiet possession of the Property;

the Property is free from all encumbrances;

the Mortgagor will execute further assurance of the Property as will be requisite;

the Monigagor has not done any act to encumber the Property.

Additional Coevenants of Leasehold Properiy

16,
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IT the Mortgapor has a leaschold interest in the Property, the Mongage will not apply to the last day of the
term of the Lease or the term of any renewal or replacement of the Lease. The Mortgagor will hold the last
day of each term in trust for the Mortgagee and transfer it on the Mongagee's direction (o any person

acguiring such term.

Fusthermore, the Morigagor warrants and agrees that

the Mortgagor has good and marketable leasehold title to the Propeny;

the Mongagor has a good, valid and subsisting lease of the Property {the "Lease”) and has given to the
Morigagee a full and complete copy of that Lease;

all rents and other monies payable under the Lease have been paid and the Mortgagor is not otherwise
in default under any obligation set out in the Lease;

the Mortgagor does not require the consent of the fandlord to mortgage the leasehold interest in the
Property, or if reguiced, the Mortgagor has obtained the consent of the landlord 10 this Mongage;

the Mortgagor will pay rent and peeform and observe all other obligations under the Lease;

the Morigagor will not encumber or surrender the lease or cause or allow it to be terminated or
forfeited;

the Mongagor will not agree 1o any amendment of the Lease without first obiaining the Mortgagee's
written consent; and

the Morigagor will renew the Lease as necessary (o protect the Morlgagee's interest and the Mortgage
will exiend to any such renewal.



Fixturcs and Additions

18.

20.

21.

22.

The Mornigagor agrees that the Property includes all property of any kind that is now or at any time in the
future attached or affixed to the land or buildings or placed on aud used in connection with them, as well as

all akterations, additions and improvements 1o the buildings.

Payment of Taxes and Other Encumbrances

The Morgagor will pay all taxes and other fees levied on the Property and all accounts for utilities supplied
1o the Property and all charges, mortgages, liens and other encumbrances on the Property when they are dus
and comply with ali other obligations inder them. Upon the Mortgagee's request, the Mortgagor wild

promptly provide receipls showing thal the taxes and other accounts have been paid.

No Sale Without Consent

The Morigagor will not sell, transfer, lease or otherwise dispose of all or any part of the Property or any
interest in the Property or if a corporation, permit & change in control, without the Morlgagee’s prior written
approval. Any transfer approved by the Mortgagee must involve the purchaser, iransferee or lessee entering
into an assumption agreement in a form satisfactory 1o the Morigagee. Aceepiance of any payments from
any purchaser, transferee or lessee or after a change in control not approved in writing, witl not constitute an

approval or waiver by the Morizagee.

Property Insurance

The Moengagor will insure, in the Mortgagee's favor, all buildings on the Property that are the subject of the
Muorgage. The insurance will include protection against damage by fire and other perils including
“extended peril coverage” and any other perils that the Mortgagee requests. The insurance must cover
replacement costs of any buildings on the Property in US dollars. The Mornigagor will choose the insarance
company but the final selection is subject to the Mongagee's approval. The insurance poticies will include a
standard morigage ¢lause stating that any loss is payable to the Morigagee. This Morigage will be sufficient
proof for any insurance company to pay any claims to the Morigagee and 10 accept instructions from the

Mortgagee regarding any insurance claims relating 1o the Property.

The Morngagor will provide the following at the request of 1he Mortgagee:




24,

25,

a copy of the insurance policy,

receipts of all paid insurance premiums; and

renewsal notices and evidence of renewal completion.

in the event of loss, the Merigagor will provide prompt notice to the Morstgagee and the insurance carrier.
The Mortgagor will provide the Mortgagee proof of ail clabms at the Mortgagor's own expense and will
perfortn all necessary acts to enable the Morigagor to obtain all insurance proceeds from the claim. The
insurance proceeds, in whole or in pant, will be applied to the restoration and repair of the Property, if the
restoration and repair is economically feasible. If the resturation and repair is not economicaliy feasible,
then the insurance proceeds will be applied to the remainder of the Mortgage, whether or not the balance of

the Mortgage is then due. Any remaining funds from the insurance claim witl be paid to the Mortgagor,

Repair, Vacancy and Baintenance of the Property

The Mongagor will maintain the Property in good order aud condition and will promptly make all necessary
repairs, replacements, and improvements. The Mongagor will not altow any part of the Property to become
or remnain vacant without the written consent of the Morigagee. The Mortgagor will not commii waste and
will not remove, demolish or materially alter the Property or any part of it withowt prior written consent
from the Mortgagee. The Mortgagee may, whenever necessary, enter wpon and inspect the Property. 1f the
Mortgagor, or anyone claiming under the Mortgagor, neglects 1o keep the Property in good condition and
repair, or cotumit any act of waste on the Property, or do snything by which the value of the Property is
thereby diminished, all of which the Morigagee will be the sole judge, the Mongagee may (but is not

obliged to) enter the Property and effect such repairs of work as it considers necessary.

Environmental Hazards

The Mortgagor will not use, store, release, deposit, recycle, or permit the presence of hazerdous substances
on the Property, generally accepted tlems for residential use excepted, which includes but not limited 1o
ashestos, PCBs, radioactive materials, gasoline, kerosene, or other flammable petroleum products {the
"Hazardous Substances”}. The Mortgagor is also prohibited from performing any acts on the Property
involving any lazardous Substances that would materially alfect the value of the Property or would require

clean-up or remedial action under federal, state, or local laws and codes.

Guarantee
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Each person signing or joining in the Mortgage as a Covenanter or Guaratitor agrees as follows:

the Guarantor, with the Mortgagor, as principal debtar and not as surety will duly pay or cause 1o be

paid all amounts payable under this Morigage on the days and times and in the manner provided for

payment of the same;

the Guarantor unconditionally guaraniees full performance and discharge of ail the Mortgagor's

obligations ander the provisions of this Mortgage at the times and in the manner provided in this

Morigags;

the Guarantor will indenmify and save the Mortgagee harmless from and against a1l losses, damages,

costs and expenses which the Mortgagee may sustain, incur or become liable for reason of the

Mongagor's failure to pay the amounts payable, or any other failures whatsoever, under this Morlgage;

the Mortgagee will not be obliged to proceed against the Mortgagor or any other person lable under

this Mortgage or to enforce or exhaust any security before proceeding te enforce the obligations of the

Guarantor provided in this section and that enfoercement of such obligations may take place before,

after or contemporancously with enforcement of any of the Morigagor's debis or obligations under this

Mortgage or the enforcement of any security for any such debt or cbiigation,

Morigages may, withowt notice 1o and the consent or approval of the Guarantor, grant exiensions of

time for payment, make renewals, increase, vary and amend the Interest Rate, the Principal Amowt

and other terims of the Morigage and the indebtedness secured by the Mortgage, release the whole or

any part of the Property or other security from this Mortgage, or otherwise deal with the Morigagor, or

any of the indebtedness secured by this Maortgage or the Propeny or other security as the Morigagee

sees fit without releasing or lessening the liability of the Guarantor;

the Guarantor will be bound by each such renewal, variation and amendment of any terms of the

Mortgage that the Morigages makes with the Mortgagor, and each reference 1o the Mortgage in this |
Guarantee section will mean the Morigage as so renewed and amended from time fo time, regardless of |
whether such changes were made with or without the knowledge, consent or approval of the Guarantor;
the Guarantor has read this Mortgage and is fully aware of and agrees with its tenmns and in particulsr,
the terms of this Guaraniee section;

where there is more than one Guarantor, each Guarantor is jointly and severally responsible under this
guarantee with the other Guarantor(s) and the Mortgagor; and

the Mortgagee will serve notice on the Guarantor and any notice 10 the Guarantor will be deemed
received in the same manner as provided for notice to the Mortgapor in this Mortgage.

DEFAULT AND REMEDIES

Mortgagor's Right 10 Quiel Possession

Until defanlt by the Mortgagoer under this Montgage, the Mortgagor will have guiet possession and receive

the 1ents and profits from the Propeny.
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Events of Delault

The Mortgager will be in default under this Mortgage upon the happening of any of the Tollowing events:

il the Morigagor defaults in the payiment of the Principal Amount, interest or auy other amount secured
by this Mortgage, when payment of such amouat becomes due under the terms of this Mortgage or as
elsewhere provided for any other amount secured by this Mortgage;

if the Morngagor fails to observe or o perform of any term or covenant which have agreed to observe
or perform under this Mortgage or elsewhere;

if any information or stalement the Morigagor has given or made before, al or afier signing the
Motigage, in respect of the Property or the Mortgagor's aftaus is incorrect or untrue at the time it was
given or madle;

if the Mortgagor ceases or threatens to cease to carry on in a sound businesslike wanmer, the business
in which the Morlgagor ordinarily conducts on, or wilh respect to all or any part of, the Property;

if the Property is a condominivm unit or units and a vote authorizes the termination of the
condomininm or the sale of all or substantiaily all of the condeminium corporation’s assets or its
comman glements or the condominium corporation fails to insure the unit and commeon elements;

if a petition in bankruptey is filed against the Mongagor, if the Morigagor makes a general assignment
for the bene( of the creditors, if a receiver, interim receiver, monitor or similnr person is placed or is
threatened te be placed in control of or for the overview of Mortgagor’s affairs or Property, or in the

opinion of the Mortgagee, the Morlgagor becomes insolvent;

if a construction oF similar type lien is registered against the Property or if detault accues under any
other lien, mortgage or encumbrance existing againsi the Praperty;

if the Mergagor abandons or does net visibly and consistently aceupy the Propesty; or

if the Property or a materiai part of the Propeny is expropriated.

Acceleration on Default

29.

30.

If at any time the Mortgagor should be in defanlt under this Mortgage, the Principal Amount and interest
and all amounts secured by this Morigage will, at the option of the Mongagee, become due and payable

immediately.

If at any time the Mortgagor is in default and the Mongagee does not require the Morigagor to pay

immediately in full as described above, the Mortgagee will retain the right to seek full immediate payment if

the Morigagor is in default at a later time. Any forbearance on the part of the Merigagee upon default,
which inciudes but not limited to acceptance of late payment, acceptance of payinent from third parties, or
acceptance of payments less than the amotnt then due, will not constitute as waiver to enforce acceleration

on defauit.
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Inn the event that the Mortgagee elects to accelerate the Muorigage, the Mortgagee wil] provide notice 1o the

Mortgagor in accordance with the Applicable Law.

Additional Charges

The Morigagor may be charged with fees in association with the default of this Morigage or for the
protection of the Mortgagee's interest for this Mortgage, which may mclude, bul is not limited to, attorneys’
fees and propenty taspections {the "Additicnal Fees"). The absence of specific charges which may be levied
against the Mongagor in this Mortgage does nat prechnde the Mortgagee from charging such costs as
Additional Fees. 1lowever, the Morigagee will not charge any fees which are prohibited by Applicable Law
and the Morigagee will not charge any fees above and beyond the amount or percentage allowed under the
Applicable Law. The Additional Fees will carry the rate of 8.00 percent and colculated Semi-annually. The

Additional Fees' total including interest will become due upon written request by the Mortgagee.

Protection of Mortpagee's Security

If at any time the Mortgapor should fail to uphold the covenants in this Mortgage, or if a legal proceeding
commences which materially affects the Mortgagee's interest in the Property, the Morigagee may pay or
perform any reasonable action as necessary 10 protect the Mortgagee's interest, which includes, but is not

limvited to;

payment of insurance premiums and taxes, levies, accruing against the Property;

payment of sums due secured by a prior lien which has priority over this Morigage;

payment of legal fees in retations 10 sny legal proceedings or legal costs arising from the Property; and
payment of reasonable costs in repairing and maintaining the Property.

Any action referred 10 in this section is optional for the Motgagee and the Morigagee has no duty or
obligation to carry out any of the remedies listed in this section and will not fucur any liability in the failure

to perfonu such tasks.

Any amount disbursed by the Mortgagee in relation to the protection of the Morigagee's security will

become Additional Fees payable by the Morgagor.

Power of Sale



36. If at any time the Mortgagor should be in default under this Mortgage, the Mongagee will have the right 1o
foreclose and force the sale of the Property withowt any judicial proceeding. Any delay in the exercising of
this right will not constinate as waiver on the part of the Morigagee to exercise this option at a subseguent

time shoutd the Mortgagor remains in default or if the Mortgagor becomes default again in the future.

Remedies on Default

37 The Morgagee will have the right to pursue all remedies for the collevtion of the amounts owing on ihis
Morgage that are provided for by the Applicable f.aw, whether or not such remedies are expressly granted

ta this Mortgage, including but net limited to foreclosure proceedings.

38 If the Mortgagee invokes the power of sale, the Mortgagee or its agent will execute a written notice of the
event of default and the Mortgagee’s election to sell the Propenty. The Mortgagee or its agent will mail
copies of the notice as prescribed by Applicable Law 1o the Morigagor and other persens required by
Applicable Law. The Mortgagee or 115 agent will give public notice of sale to the Morigagor in the manner
provided for by Applicable Law. After the time required by Applicable Law, the Mongagee or its agent,
without demand on the Mortgagor, will sell the Property at public auction 1o the highest bidder, at the time
and place and subject to the terms indicated in the notice of sale. The Mortgagee or its agent may posipone

sale of the Propeny by public announcement ai the time and place of any schedulzd sale.

AHSCELLANEOUS MATTERS

Interpretation and Hendings

a9, tleadings are inserted for the convenience of the parties to the Mortgage only and are not 1o be considered
when interpreting this Agreement. Words in the singular mean and include the plural and vice versa.
Words in the masculine gender mezan and include the feminine geader and vice versa. Words importing

persons include firms and corporations and vice versa.

Severabilily

40. H any provision of this Mortgage will be held invalid or be prohibited by the Applicable Law, such

provision will not invalidate the remaining provisions of this Mortgage and such provisions of the Morigage
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44.

45,

will be amended or deleted as necessary to comply with the Applicable Law.

Nothing contained in this Mortgage will require the Morigagor to pay, or for the Mortgages 1o necept,
interest fn an amount greater than that allowed by the Applicable Law. If the payment of interest or other
amounts under this Mortgage would otherwise exceed the maximum amount allowed under the Applicable
Law or violate any law as 1o disclosure ot calculation of interest charges, then the Morlgagor's obiigations to
pay interes! or other charges will be reduced or amended to the maximum rate or ameunt permitted under

the Applicable Law.

Joint Signaturcs

I the Mortgagor is more than one person or legal entity, each person or legal entity who signs it will be
jowntly and severally bound te comply with all covenanis and obligations of the Mongagor and the said
covenants and obligations will bind 2!l of the Mortgagor's successors and permitted assigns. The Mortgage

will enure to the benefit of the Morigagee and the Morigagee's successors and assigns.

Statutory Covenants

The covenants contained in this Morigage are additional and supplemental, to the extent permitied by law,

te the covenants sct out in the Applicable Law regarding Mortgages.

Demands and Notices

Any notice given by either party in this Mortgage must be in writing. Unless othenwise provided in this
Mortgage or prohibited by law, where this Mortgage allows or reguires the Mongagee 1o make a demand on

or give a nofice 10 any person, the Morlgagee will make the demand ar give the notice by;

delivering it 1o the party at the Property or the party's last known address;

by mailing it by prepnid registered mail addressed to the party at the Property or the party's last knowa
address;

by sending it by telefacsimile to the party's last known number; or

where the party is & corporation, by so delivering or sending it to the lust known address or number of a

director, officer, employee or attorney of the corporation.

The Mortgagee will make the demand or give the notice by:
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detivering it 1o the party's last known address;

by mailing it by prepaid registered mail addressed to the party's last known address;

by sending it by telefacsimile to the party’s last known nomber; or

where the party is 2 corporation, by so delivering or sending it 1o the last known address or number of a
director, officer, employee or attorney of the corporation.

Any notice or demand delivered as described will constitute a5 sufficient delivery, Any notice, demand mail
and facsimile (the "Notice") made will constitute as being effective on the same day that it was seni, unless
the day in which the Notice was sent falls on a natioaal holiday, Satorday or Sunday, in which case, the next

busiiess day would be considered as the day of receipl.

Anuy party in this instrument whose address has changed is respansible for notifying the other respective

panties of the change in address.

'I'/’,/(»z/L,



Sipning this Mortgage

IN WITNESS WHEREOF the Morigagor has duly affixed his/her signature under hand and seal on this

day of May, 2013. _
Ve
vy
Dawed: S0 75
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{ ‘Howard Larman V

Mortgager Ackuowledgment

State of Oregen )

County of LA A’T}!)’

75

This insteument was acknowledged before me on the / 6 "”Elay of May, 2013, by Howard Larman,

e e i Scehe o fee
g oty

L0 ANN R SIEBECKE . :
NCHARY PUBLIC - GREGON (. Notary Pablic
N7 COMMSSION NO. 439356
w LO‘\M&:%'UN Lxmr—‘:es JULY 6, 2013 l

My commission expires: Al 4>

Guarantor Acknowledgment
State of Gregon )

County of }

This instrument was acknowledged before me on the day of May, 2013, by

Notary Pubtic

My commission expires:

Brian S 550




