
[OPTIONAL (California Civil Code § 2966 is applicable to a transaction governed by Title 14, Chapter 2, Article 3 of California Civil Code, which, pursuant to California Civil Code § 2956 is defined as “a transaction for the purchase of a dwelling for not more than four families in which there is an arranger of credit, which purchase includes an extension of credit by the vendor.”):  THIS NOTE MAY BE SUBJECT TO SECTION 2966 OF THE CALIFORNIA CIVIL CODE, WHICH PROVIDES THAT THE HOLDER OF THIS NOTE SHALL GIVE WRITTEN NOTICE TO BORROWER, OR HIS SUCCESSOR IN INTEREST, OF PRESCRIBED INFORMATION AT LEAST NINETY (90) AND NOT MORE THAN ONE HUNDRED FIFTY (150) DAYS BEFORE ANY BALLOON PAYMENT IS DUE.]
BALLOON PAYMENT PROMISSORY NOTE

SECURED BY DEED OF TRUST
	$____________
	_______________________, California

	
	[Date]


For Value Received, the undersigned, ____________________________________ (“Borrower”), promises to pay to the order of _______________________________ (“Lender”), at __________________________________, or at such other place as may be designated in writing by Lender, the principal sum of __________________________________ ($____________), with interest thereon at the rate of ____________ per annum (based on a 360-day year consisting of twelve (12) consecutive thirty (30)‑day months and charged on the basis of actual days elapsed) (the “Interest Rate”), amortized over a period of _________ (___) months except as the Interest Rate may be increased as provided below.  All sums owing under this Balloon Payment Promissory Note Secured by Deed of Trust (this “Note”) are payable in lawful money of the United States of America, in immediately available funds.

1. Maturity and Payment.  _____________ (_______) installments of principal and interest in the amount of $____________ each shall be payable commencing on the first day of the second month following the month in which funds are advanced and continuing on the first day of each and every succeeding month until the first day of the ___________ (______) month thereafter (the “Maturity Date”), at which time all then accrued and unpaid principal and interest hereon shall be due and payable.  Borrower acknowledges that a substantial payment will be due on the Maturity Date, as the monthly payment of principal and interest set forth herein represents an amount which would amortize the principal face amount of this Note in full at the interest rate set forth herein over a period of _______ (_______) months.  [OPTIONAL (use if there are multiple installments):  Each installment shall be applied first to attorneys’ fees and costs incurred by Lender to enforce this Note, then to late charges payable by Borrower pursuant to Section [ ] of this Note, then to the interest then due, and the remainder to principal.]

2. Security.  This Note is secured by a Deed of Trust with Assignment of Rents (“Deed of Trust”) dated as of even date herewith [OPTIONAL: encumbering that certain real property (the “Property”) __________________________________.]  Concurrently with the execution of this Note, Borrower shall execute, acknowledge and deliver to Lender the Deed of Trust in recordable form.

[OPTIONAL:

3. Purpose of Note.  This Note is given in accordance with [NAME OF AGREEMENT].  The proceeds of this Note shall be applied only to the purchase price (and related escrow and title charges) of the Property.  Borrower acknowledges that Lender has made the loan evidenced hereby as an accommodation to Borrower.  Lender is not in the business of making loans secured by dwellings and has been induced to do so in this situation only because of Borrower’s employment by Lender.]

[OPTIONAL (in the case of an employee loan):

4. Lender’s Right of Deduction and Offset.  Borrower is currently employed by Lender under the terms of  that certain __________________________________ (the “Employment Agreement”).  As long as Borrower is employed by Lender and until all principal, interest and other amounts due under this Note are paid in full, Lender shall be entitled to withhold and Borrower hereby consents to a deduction of any and all bonus payments earned by Borrower pursuant to the Employment Agreement as an offset against any amounts due to Lender under this Note.]

5. Default.  At the option of Lender, without prior notice, and regardless of any prior forbearance, all sums remaining unpaid under this Note shall become immediately due and payable upon the occurrence of an Event of Default (as defined below).  Upon such Event of Default, at Lender’s election, interest shall accrue at the Default Interest Rate set forth in Section [ ] below on the unpaid balance of this Note until such defaulted amounts are paid in full.  The occurrence of any of the following events shall constitute an “Event of Default” under this Note:

(a) Borrower’s failure to pay any amount due under this Note within ten (10) days after the date such amount is due or Borrower’s failure to perform any other obligation under this Note or the Deed of Trust; or

(b) Any repudiation by Borrower of any of Borrower’s obligations under this Note or the Deed of Trust; or

(c) If Borrower shall make an assignment for the benefit of creditors; or

(d) If a custodian, trustee, receiver or agent is appointed or takes possession of all or substantially all of Borrower’s assets; or

(e) If the property which is subject to the Deed of Trust, or any portion thereof or interest therein, is sold, transferred, conveyed, [OPTIONAL: leased,] mortgaged, assigned, or encumbered, whether voluntarily or involuntarily or by operation of law or otherwise, other than as expressly permitted by Lender in writing; or

(f) If Borrower is generally not paying Borrower’s debts as they become due; or

(g) If Borrower becomes “insolvent” as that term is defined in Title 11 of the United States Code (the “Bankruptcy Code”); or

(h) If Borrower files, or has filed against it, a petition with the bankruptcy court under the Bankruptcy Code, or otherwise files, or has filed against it, any petition or applies to any tribunal for appointment of a custodian, trustee, receiver or agent of Borrower or commences any proceeding relating to Borrower under any bankruptcy or reorganization statute or under any arrangement, insolvency, readjustment of debt, dissolution or liquidation law of any jurisdiction, whether now or hereafter in effect.

6. Attorneys’ Fees.  If any attorney is engaged by Lender to enforce or defend any provision of this Note or the Deed of Trust, or as a consequence of any Event of Default, with or without the filing of any legal action or proceeding, including, but not limited to, Lender’s appearance in any bankruptcy proceeding related to Borrower, this Note or the Deed of Trust, then Borrower shall pay to Lender immediately upon demand all attorneys’ fees and all costs incurred by Lender in connection therewith, together with interest thereon from the date of such demand until paid at the rate of interest applicable to the principal balance owing hereunder as if such unpaid attorneys’ fees and costs had been added to the principal.

7. Late Charge.  Borrower shall pay to Lender a late charge equal to five percent (5%) of the outstanding principal balance, accrued interest and other amounts due hereunder if not received by Lender within fifteen (15) days after the date such amounts were due.

8. Default Rate.  Should any payment required to be made under this Note remain unpaid (in whole or in part) seven (7) days following the due date of such payment, the interest shall thereafter accrue on all such unpaid amounts at the rate of eighteen percent (18%) per annum until such unpaid amounts are paid in full (the “Default Interest Rate”).  When such unpaid amounts have been paid in full, the Interest Rate shall thereafter return to the amount set forth in the first paragraph of this Note.

9. Prepayment.  Borrower may, at any time, prepay any amounts outstanding under this Note in whole or in part without premium or penalty.  Upon Borrower’s repayment of the Note in full, Lender shall promptly provide to Borrower a full reconveyance and lien release for the Deed of Trust.

10. No Implied Waivers.  No previous waiver and no failure or delay by Lender in acting with respect to the terms of this Note or the Deed of Trust shall constitute a waiver of any breach, default, or failure of condition under this Note, the Deed of Trust or the obligations secured thereby.  A waiver of any term of this Note, the Deed of Trust or of any of the obligations secured thereby must be made in writing and shall be limited to the express written terms of such waiver.  In the event of any inconsistencies between the terms of this Note and the terms of any other document related to the loan evidenced by this Note, the terms of this Note shall prevail.

11. Borrower’s Waivers.  Borrower waives:  presentment; demand; notice of dishonor; notice of default or delinquency; notice of acceleration; notice of protest and nonpayment; notice of costs, expenses or losses and interest thereon; notice of late charges; and diligence in taking any action to collect any sums owing under this Note or in proceeding against any of the rights or interests in or to properties securing payment of this Note.

12. Use of Proceeds.  Borrower represents that no part of the proceeds of this Note will be used for personal, family or household purposes, but that such proceeds will instead be used for business or commercial purposes (not agricultural purposes) as defined by the Federal Truth-In-Lending Act and Regulation Z propounded thereunder.

13. Miscellaneous.  If this Note is executed by more than one person as Borrower, the obligations of each such person shall be joint and several.  Time is of the essence with respect to every provision hereof.  This Note shall be construed and enforced in accordance with the laws of the State of California, and all persons and entities in any manner obligated under this Note consent to the jurisdiction of any federal or state court within the State of California having proper venue and also consent to service of process by any means authorized by California or federal law.  If any provision hereof is found to be invalid or unenforceable by a court of competent jurisdiction, the invalidity thereof shall not affect the enforceability of the remaining provisions of this Note.

14. Usury Law Compliance.  It is Borrower’s and Lender’s intention to comply with any applicable usury law.  [OPTIONAL:  Borrower and Lender believe that, and hereby agree and stipulate to the fact that, this Note is exempt from all applicable usury laws because (a) this Note was “made or arranged” by a California licensed real estate broker within the meaning of California Civil Code Section 1916.1, or (b) this Note constitutes consideration for a credit sale and, therefore, the time-price differential doctrine is applicable, or (c) both subparts (a) and (b) of this sentence are applicable.]  If, for any reason whatsoever, fulfillment of any provision hereof shall be prohibited by law, the obligation to be fulfilled shall be reduced to the maximum amount so prohibited, and if for any reason Lender should have received as interest an amount which would exceed the highest lawful rate, such amount which would be in excess of the permitted interest shall, at Lender’s option, be applied to the reduction of principal of this Note and not to the payment of interest, or be refunded to Borrower.  All agreements between Borrower and Lender are expressly limited so that in no contingency or event whatsoever shall the amount paid or agreed to be paid to Lender for the use, forbearance or detention of money under this Note exceed the maximum permissible under applicable law.  This provision shall control over any other provision in this Note or in any other agreement between Borrower and Lender related hereto.

	
	BORROWER:

[Borrower],
a ___________________________

By:

Name:

Title:

By:

Name:

Title:
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