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Ho. 5147
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Loan 180003
DEED OF TRUST AND SECURITY AGREEMENT

THIS DEED OF TRUST AND SECURITY AGREEMENT (the "Security Instrument”)
is made as of the | #day of September, 1998, by ELDORADO HEIGHTS, L.L.C., an Oregon
limited liability company, having its principal place of buginess at 501 SE Columbia Shores
Boulevard, Suite 300, Vancouver, Washington 98661 (the "Borrower"), in favor of AMERITITLE,
having an office at 222 8. 6th Strect, Klamath Falls, Oregon 57601, as trustee (“Trustee”), for the
use and benefit of PYNEX COMMERCIAL, INC., a Virginia gorporation, having an address c/o
Dynex Healtheare, Inc., Executive Center #2, 3rd Floor, 1040 Broad Streat, Shrewsbury, New Jersey
07702, as beneficiary {"Lender").

RECITALS:

Borrower by its promissory note of even date herewith given to Lender is indebted to Lender
in the principal sum of FOUR MILLION AND NO/100s DOLLARS (84,000,000) in lawfui money
of the United States of America (the note together with sll extensions, rencwals, modifications,
substitutions and amendments thereof shall collectively be referred to as the "Note"), with interest
from the date thereof at the rates set forth in the Note, principal and interest to be payable in
accordance with the terms and conditions provided in the Note.

Borrower desites to secure the payment of the Debt (as defined in Article 2) and the
performance of all of its obligations under the Note and the Other Obligations (as defined in Article
2).

1 - GRANTS OF SECURITY

1.1 PROPERTY GRANTED. Borrower, for and in consideration of the sum of Ten
($10.00) Dollars and other valuable consideration in hand paid, the receipt and sufficiency of which
hereby is acknowledged, and the fusther consideration, uses, purposes end trusts herein set forth and
declared, has granted, bargained, sold, transferred, assigned, set over and conveyed and by these
presents does grant, bargain, sell, transfer, assign, set over and copvey unto Trusiee, and grant to
Lender a security interest in, all of the following property, rights, interests and estates now owned,
or hereafter acquired by Borrower (collectively, the "Property"): (a) the real property described in
Exhibit “A" attached hereto and mede a part hereof (the "Land"); (b) all additional lands, estates and
development rights hereafter acquired by Borrower for use in connection with the Land and the
development of the Land and all additional lands and estates therein which may, from time to time,
by supplemental mortgage of otherwise be expressly made subject to the lien of this Security
Instrument; (¢) the buildings, structures, fixtures, additions, erilargements, extensions, modifications,
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repaiss, replacements and improvements now or hereafler esected or located on the Land (the
“Improvements™), (d) all esvements, rights-of-way or use, rights, stwips and gores of land, swreets,
ways, alleys, passages, sewer rights, water, water courses, water righis snd powess, air rights end
developrment rights, and all estates, rights, titles, interests, privileges, liberties, servitndes, tenements,
hereditaments and appurtenances of any nature whatsoever, in any way now or hereafler belonging,
relating or pertaining to the Land and the Improvements and the reversion and reversions, remainder
and remainders, and all land lying In the bed of any street, road or avenue, opened or proposed, in
front of or adjoining the Land, to the center line thereof and all the estates, rights, titles, interests,
dower and rights of dower, curtesy and rights of curtesy, property, possession, claim and demand
whaisoever, both at law and in ¢quity, of Borvower of, in and to the Land and the Improveinents and
every panrt and parcel thereof, with the appurienances thersto; (¢) all machinery, equipment.
equipment leases, fixtures (including, but not limited to, all heating, air conditicning. pJumbng,
lighting, communications and elevator fixtures) and other property of every kind and pature
whatsoever owned by Borrower, or in which Borrower has ov shall have an interest, now or hereafter
focated upon the Land and the Improvements, or appurtenant thereto, and usable in connection with
the present or future operation and occupancy of the Land and the Improvements and all building
squipment, materials and supplies of any nature whatsocver owned by Borrower, or in which
Borrower has or shall have an interest, now or hereafter located upon the Land and the
Improvements, or appurtenant thereto, or usable in connection with the present or future operation
and occupancy of the Land and the Improvements (collectively, the "Personal Property”), and the
night, title and interest of Borrower in and to any of the Persona! Property which may be subject 10
any security interests, as defiped in the Uniform Comrmercial Code, as adopted and enacted by the
state or states where any of the Property is located (the "Uniform Commercial Code™). superior in
lien to the lien of this Sezurity Instrument and all proceads and products of the sbove; (f) all leases,
occupancy agreements and other agreements affecting the use, enjoyment or occupancy of the Land
and the Improvements heretofore or hereafler entered into, whether before or after the filing by or
against Borrower of any petition for relief under 11 U.S.C. § 101 et seq., as the same may be
amended from time 1o time (the "Bankruptcy Code"} (the "Leases”) and all right, title and interest
of Borrower, its successors and assigns therein and thereunder, including, without limitation, cash
or securities deposited thereunder to secure the performance by the lessees of their obligations
thereunder and all rents, additional renis, revenues, issues and profits (including all cil and gas or
other mineral royalties and bonuses) from the Land and the Improvements whether paid or accruing
before or after the filing by or against Borrower of any petition for relief under the Bankruptcy Code
(the "Rents") and al} proceeds from the sale or other disposition of the Leases and the right to receive
and apply the Rents to the payment of the Debt; (g) all awards or payments, including interest
thereon, which may heretofore and hereafter be made with respect to the Property, whether from the
exercise of the right of eminent domain (including but not limited to any transfer made in lieu of or
in anticipation of the exercise of the right), or for a change of grade, or for any other injury to or
decrease in the value of the Propenty; (h) all procesds of and any uneamed premiums on any
insurance policies covering the Property, including, without limitation, the right to receive and apply
the proceeds of any insurance, judgments, or settlements mads in lieu thereof, for damage to the
Property; (i) all refunds, rebates or credits in connection with a reduction in real estate taxes and
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assessments charged against the Property as & result of tax certiorari or any gpplications oF
proceedings for reduction; (j} all proceeds of the conversion, voluntsry or involuntary, of any of the
foregoing including, without limitation, proceeds of insurance and condemnation awards, into cash
or liquidation claims; (k) the right, in the name and on behinlf of Borrower, to appear in and defend
any action or proceeding brought with respect to the Property and to commence any acticn of
proceeding to protect the ‘nterest of Lender in the Property; (1) all agreements, contrac's, certificates,
instruments, franchises, permits, licenses, plans, specifications, provider agreements and receivables
therefrom (if applicable) and other docurnents, now or hereafter entered into, and all rights therein
and thereto, respecting or pertaining o the use, occupation, construction, management OF Operation
of the Land and any part thereof and any Improvements or respecting any business or activity
conducted on the Land and any part theseof and all right, title and interest of Borrower therein and
thereunder, including, without limitation, the right, upon the happening of any default hereunder,
to receive and collect any sums payable to Borrower thereunder; (m) all tradenames, trademarks,
servicemarks, logos, copyrights, goodwill, books and records and all other general intangibles
relating to or used in connection with the operation of the Property; and (n) any and all other rights
of Borrower in and to the items set forth in Subsections (a) through (m) above.

{2 ASSIGNMENT OF RENTS. Borrower hereby absolutely and unconditionally
assigns to Lender Borrower's right, title and interest in and to ali current and future Leases and
Rents; it being intended by Borrower that this assignment constitutes a present, absolute assignment
and not an assignment for additional security only. Neveriheless, subject to the terms of this Section
1.2 and Section 3.7, Lender grants to Borrower a revocable license to collect and receive the Rents.
Borrower shall hold the Rents, or & portion thereof sufficient to discharge all current sums due on
the Debt, for use in the payment of such sums.

13 SECURITY AGREEMENT. This Security Instrument is both a real property deed
of trust and a "security agreement” within the meaning of the Uniform Commercial Code. The
Property includes both real and personal property and all other rights and interests, whether tangible
or intangible in nature, of Borrower in the Property. By executing and delivering this Security
instrument, Borrower hereby grants io Lender, as security for the Obligations (defined in Section
2.3), a security interest in the Property to the full extent that the Property may be subject io the
Uniform Commercial Code.

14 PLEDGE OF MONEYS HELD. Borrower hereby pledges to Lender any and all
moneys now or hereafter held by Lender, including, without limitation, any sums deposited in the
Escrow Fund (as defined in Section 3.5), Net Proceeds (as defined in Section 4.3), the Replacement
Reserve, the Capitalized Interest Reserve (as defined in Section 4.5 herein) and condemnation
awards or payments described in Section 3.6, as additional security for the Obligations until
expended or applied as provided in this Security Instrument.
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CONDITIONS TO GRANT

TO HAVE AND TO HOLD the above granted and described Property unto Trustee, as
trustee for the benefit of Lender, to its successors in the trust created by this Security Instrument and
to its or their respective assigns, forever, in trust, however, upon the terms and conditions set forth
herein.

IN TRUST, WITH THE POWER OF SALE, to secure payment to Lender of the Debt at
the time and in the manner provided for its payment in the Note and in this Security Instrument.

PROVIDED, HOWEVER, these presents are upon the express condition that, if Borrower
shall well and truly pay to Lender the Debt at the time and in the manner provided in the Note and
this Security Instrument, shall well and truly perform the Other Obligations as set forth in this
Security Instrument and shali well and truly abide by and comply with each and every covenant and
condition set forth herein and in the Note, these presents and the estate hereby granted shall cease,
terminate and be void.

2 - DEBT AND CBLIGATIONS SECURED; PAYMENTS

2.1  DEBTAND OBLIGATIONS SECURED. This Security Instrument and the grants,
assignments and transfers made in Article 1 are given for the purpose of securing the following, in
such order of priority as Lender may determine in its sole discretion (the "Debt"): (a) the payment
of the indebtedness evidenced by the Note in lawful meney of the United States of America; (b) the
payment of interest, default interest, late charges, prepayment premiums and other sums, as provided
in the Note, this Security Instrument or the Gther Security Documents (defined below); (c) the
payment of all other moneys agreed or provided to be paid by Borrower in the Note, this Security
Instrument or the Other Security Documents, and (d) the payment of all sums advanced pursuant to
this Security Instrument to protect and preserve the Property and the Jien and the security interest
created hereby. This Security Instrument and the grants, assignments and transfers made in Article
1 are also given for the purpose of securing the performance of each obligation of Borrower
contained this Security Instrument, the Note and the Other Security Documents and in any renewal,
extension, amendment, modification, consolidation, change of, or substitution or replacement for,
all or any part of this Security Instrument, the Note or the Other Security Documents (collectively,
the "Other Obligations"). Borrower's obligations for the payment of the Debt and the performance
of the Other Obligations shall be referred to collectively below as the "Obligations.”

22  PAYMENTS. Unless payments are made in the required amount in immediately
available funds at the place where the Note is payable, remittances ‘n payment of all or any part of
the Debt shall not, regardless of any receipt or credit issued therefor, constitute payment until the
required amount is actually received by Lender in funds immediately available at the place where
the Note is payable (or any other place as Lender, in Lender’s scle discretion, may have established
by delivery of written notice thereof to Borrower) and shall be made and accepted subject to the

148111.14WEs




322C0

condition that any check or deaf may be handled for collection in accordance with the practice of
the collecting bank or banks, Acceptance by Lender of any payment ip an amount less than the
amount then due shall be deemed an acceptance on account only, and the failure to pay the entire
amount then due shall be and continue to be an Event of Default (defined below).

3 - BORROWER COVENANTS
Bormower covenants and agrees that:

3.1 PAYMENT OF DEBT. Borrower will pay the Debt at the time and in the manner
provided in the Note and in this Security Instrument.

~

been executed by Borrower and/or otherwise in connection with the loan evid
"Other Security Documents”™), are hereby made a pant of this Security
and with the same force as if fully set forth herein.

33  INSURANCE.

{(a) Bosrower shall obtain and maintain, or cause to be maintained, insurance for
Borrower and the Property providing at least the following coverages:

(i) comprehensive all risk insurance on the Improvements and the

Personal Property, including contingent liabilj
and Increased Cost of Construction Endorsem amount equal to 100% of
meni Cost," which for purposes of this Security Instrument shall mean actua}
replacement value (exclusive of costs of excavations, foundations, underground utilities and
footings) with a waiver of depreciation; (B) containing an agreed amount endorsement with respect
1o the Improvements and Personal Property waiving all co-insurance provisions; (C) providing for
" or "Enforcement” endorsement

, Bori i insurance if any
portion of the Improvements is currently or at any time in the future located in a federally designated
“special flood hazard area”, flood hazard insurance in an
outstanding principal balance of the N i
under the National Flood Insurance A
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provided that the inswence pursvant to clauses () and (2) hereof shall be on terms consistent with
the comprehensive all risk insurance policy required under this Subsection 3.3(a)(i) except that the
deductible on such insurance shafl not be in excess of five percent (5%) of the appraised value of the
Property;

(i)  comunercial general liability insurance against claims for personal
injury, bodily injury, death or property damage occurting upon, in or about the Property, such
insurance (A) to be on the so-called "occurrence” form with a combined single limit (including
"umbrella” coverage in place) of not less than $3,000,000, with a $5,000,000 minimum general
aggregate limit; (B) to continue at not less than the aforesaid limit until required to be changed by
Lender in writing by reason of changed economic conditions making such protection inadequate;
and (C) to cover at least the following hazards: (1) premises and operations; (2) products and
completed operations on an "if any” basis; (3) independent contractors; and (4) blanket contractual
liability for all written and oral contracts, to the extent the same is available,

covering all risks required to be covered by the insurance provided for in Subsection 3.3(a)(i); (O)
containing an extended peried of indernnity endorsement which provides that after the physical loss
to the Improvernents and Personal Property has been repaired, the continued loss of income will be
insured until such income either returns to the same level it was at prior to the loss, or the expiration
of twenty-four (24) months from the date of the loss, whichever first occurs, and notwithstanding
that the policy may expire prior to the end of such period; and (D} in an amount equal to 100% of
the projected gross income from the Property for a period of twelve (12) months. The amount of
such business income insurance shall be determined prior to the date hereof and at least once each

(iii)  business income insurance ( A) with loss payable to Lender; ®B)

twelve (12) month period. All insurance proceeds payable to Lender pursuant to this
Subsection shall be held by Lender and shall be applied to the obligations secured hereunder from
time to time due and payable hereunder and under the Note; provided, however, that nothing herein
contained shall be deemed to relieve Borrower of its obligations to pay the obligations secured
hereunder on the respective dates of payment provided for in the Note except to the extent such
amounts are actually paid cut of the proceeds of such business income insurance;

(iv)  atall times during which structural construction, repairs or alterations
are being made with respect to the Improvements (A) owner's contingent or protective liability
insurance covering claims not covered by or under the terms or provisions of the above mentioned
commercial general liability insurance policy; and (B) the insurance provided for in Subsection
3.3(a)(i) written in a so-called builder's risk completed value form (1) on & non-reporting basis, (2)
against all risks insured against pursuant to Subsection 3.3(a)(i), (3) including permission to occupy
the Property, and (4) with an agreed arnount endorsement waiving co-insurance provisions;

(v}  if applicable, workers' compensation, subject to the statutory limits
of the state in which the Property is located, and cmployer's liability insurance with a limit of at least

148110.14WPS




3L2CR

$1,000,000.00 per accident and per disease per employee, and $1,000,000.00 for disease aggregate
in respect of any work or operations on or about the Property, or in connection with the Property or
its operation;

(vi)  if applicable, comprehensive boiler and machinery insurance, if
applicable, in amounts as shall be reasonably required by Lender;

(vii)  if applicable, motor vehicle liability coverage for all owned and non-
owned vehicles, including rented and leased vehicles containing minimum limits reasonably
acceptable to Lender; and

(viii)  such other insurance and in such amounts as Lender from time to time
may reasonably request against such other insurable hazards which at the time are commonly insured
against for an Assisted Living Facility (as defined in Section 4.1 herein) similar to the Property
located in or around the region in which the Property is located.

{b) All insurance provided for in Subsection 3.3(a) hereof shall be obtained under
valid and enforceable policies (the "Policies" or in the singular, the "Policy"), and shall be subject
to the approval of Lender as to Insurance companies, amousts, forms, deductibles, loss payees and
insureds. The Policies shall be issued by financially sound ang responsible insurance companies
authorized to do business in the state in which the Property is located and approved by Lender. The
insurance companies must have an investment grade rating AA or better for claims paying ability
assigned by Moody's Investors Service, Inc. and Standard & Poor's Rating Group and a general
policy rating of A or better and a financial class of IX or better by A.M. Hest Company, Inc. Each
such insurer shall be referred to kerein as a "Qualified Insurer"). The Policies described in
Subsections 3.3(a)(i), iid), (iv)(B) and (vi) shall designate Lender as losg payee. Not less than thirty
(30) days prior to the expiration dates of the Policies theretofore furnished to Lender pursuant to
Subsection 3.3(a), certified copies of the Policies marked "premium paid" or accompanied by
evidence satisfactory to Lender of payment of the premiums due thereunder (the "Insurance
Premiums"), shall be delivered by Borrower 1o Lender; provided, however, that in the case of
renewal Policies, Borrower may furnish Lender with binders therefor to be followed by the original
Policies when issued.

Borrower shall not obtain (i} any umbrella or blanket liability or casualty

» case, such Policy i i i iti Lender and Lender's

interest is included therein as provid i i ch Policy is issued by a
Qualified Insurer, or (ii) separate insurance concurrent in form or contributing in the event of loss
with that required in Subsection 3.3(a) to be furnished by, or which may be reasonably reguired to
be furnished by, Borrower. In the event Borrower obtaing Separate insurance or an umbrells or 3
blanket Policy, Borrower shal notify Lender of the same and shall cause certified copies of esch
Policy to be delivered ag required in Subsection 3.3(a). Any bianket insurance Policy shall
specifically aflocate to the Property the amount of coverage from time to time required hereunder
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and shall otherwise provide the same protection as would s separate Policy insuring only the
Property in compliance with the provisions of Subsection 3.3(2).

(@ Al Policies of insurance provided for or contemplated by Subsection 3.3(a)
except for the Policy referenced in Subsection 3.3(a)(V) shall name Lender and Borrower as the
insured ot additional insured, as their respective interests may appear, and in the case of property
damage, boiler and machinery, flood and earthquake insurance, shall contain a so-cailed New York
standard non-contributing mortgagee clause in favor of Lender providing that the loss thereunder
shall be payable to Lender.

(e) All Policies of insurance provided for in Subsection 3.3(2) shall contain
clauses or endorsements 10 the effect that: (i) no act of negligence of Borrower, of anyont acting for
Borrower, or of any tenant under any Lease or other occupant, 0f failure to comply with the
provisions of any Policy which might otherwise result in 2 forfeiture of the insurance of any part
thereof, shall in any way affect the validity or enforceability of the insurance insofar as Lender is
concerned; (ii) the Policy shail not be materially changed (other than to increase the coverage
provided thereby) or canceled without at least 30 days’ writien notice to Lender and any other party
namned therein as an insured; {iit) each Policy shall provids that the icsuers thereof shall give written
notice to Lender if the Policy has not been renewed thirty (30) days prior to its expiration; and (iv)
Lender shall not be liable for any Insurance Premiums thereon or subject to any assessments
thereunder.

® Borrower shall furnish to Lendez, on or before thirty (30) days after the close
of each of Borrower's fiscal years, a siaternent certified by Borrower 07 3 duly authorized officer of
Borrower of the amounts of insurance maintained in compliance herewith, of the risks covered by
such insurance and of the insurance company of companies which carTy such insurance and, if
requested by Lender, verification of the adequacy of such insurance by an independent insurance
broker or appraiser acceptable to Lender.

(g Ifatany time Lender is not in receipt of writien evidence that all insurance
required hereunder is in full force and effect, Lender shall have the right, without notice to Borrower
to take such action as Lender deems necessary 10 protect its inierest in the Property, including,
without limitation, the obtaining of such insurance coverage as Lender in its sole discretion deems
appropriate, and all expenses incurred by Lender in connection with such action o in obtaining such
insurance and keeping it in offect shall be paid by Borrower to Lender upon demand and unti} paid

shall be secured by this Security Instrument and shall bear interest in accordance with Section 10.1
hereof.

(h)  1fthe Property shall be damaged or destroyed, in whole or in part, by fire or
other casuaity, Bormmower shall give prompt notice of such damage 10 Lender and shall promptly
commence and diligently prosecute the completion of the repair and restoration of the Property as
nearly as possible to the condition the Property was in immediately prior @ such fire or other
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casualty, with such alterations as may be approved by Lender (the "Restoration”) and otherwise in
accordance with Section 4.3 of this Sscurity Instrument, except in instances where Lender has failed
or elected not to disburse Net Proceeds to Borrower under such Section 4.3 (provided that such
exception shall not apply if the failure to disburse is attributable to Borrower's failure to comply with
the conditions set forth in Clanses (A), (D) or (I) of subsection 4.3(b)(i) or Subsection 4.3(b)(ii) or
any other conditions set forth in Section 4.3 which Borrower has the practical ability to satisfy).
Lender may, but shall not be obligated to make proof of loss if not made promptly by Borrower.

{1 In the event of foreclosure of this Security Instrument, or other transfer of title
to the Property in extinguishment in whole or in part of the Debt all right, title and interest of
Borrower in and to such policies then in force conceming the Property and ali proceeds payable
thereunder shall thereupon vest in the purchaser at such foreclosure or Lender or other transferee in
the event of such other transfer of title.

34  PAYMENT OF TAXES, ETC. Borrower shall promptly pay all taxes, assessments,
water rates, sewer rents, governmental impositions, and other charges, including without limitation
vault charges and license fees for the use of vaults, chutes and similar areas adjoining the Land, now
or hereafler levied or assessed or imposed against the Property or any part thereof (the "Taxes"), all
ground rents, maintenance charges and similar charges, now or hereafier levied or assessed or
imposed against the Property or any part thereof (the "Other Charges"), and all charges for utility
services provided to the Property prior to the time same become delinquent. Borrower will deliver
to Lender, promptly upon Lender's request, evidence satisfactory to Lender that the Taxes, Other
Charges and utility service charges have been so paid or are not then delinquent. Borrower shall not
suffer and shall promptly cause to be paid and discharged any lien or charge whatsoever which may
be or become a lien or charge against the Property. Except to the extent sums sufficient to pay all
Taxes and Other Charges have been deposited with Lender in accordance with the terms of this
Security Instrument, Borrower shall furnish to Lender paid receipts for the payment of the Taxes and
Other Charges prior to the date the same shall become delinquent.

3.5 ESCROW FUND. Bomrower shall pay to Lender on the first day of each calendar
month (a} one-twelfth of an amount which would be sufficient 1o pay the Taxes payable, or estimated
by Lender to be payable, during the next ensuing twelve (12) months and (b) one-twelfth of an
amount which would be sufficient to pay the Insurance Premiums due for the renewal of the
coverage afforded by the Policies upon the expiration thereof (the amounts in (a) and (b) above shall
be called the "Escrow Fund"). Borrower agrees to notify Lender immediately of any changes to the
amounts, schedules and instructions for payment of any Taxes and Insurance Premiums of which
it has obtained knowiedge and authorizes Lender or iis agent to obtain the bills for Taxes and Other
Charges directly from the appropriate taxing authority. The Escrow Fund and the payments of
interest or principal or both, payable pursuant to the Note shall be added together and shall be paid
as an aggregate sum by Borrower to Lender. Lender will apply the Escrow Fund to payments of
Taxes and Insurance Premiums required to be made by Borrower pursuant to Sections 3.3 and 3.4
hereof. If the amount of the Escrow Fund shall exeeed the amounts due for Taxes and Insurance
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Premivms pursuant to Sections 3.3 and 3.4 hereof, Lender shall, in its discretion, return any excess
to Borrower or credit such excess against future payments to be made to the Escrow Fund. In
allocating such excess, Lender may dea! with the person shown on the records of Lender to be the
owner of the Property. If the Escrow Fund is not sufficient to pay the items set forth in (a) and (b)
above, Borrower shall promptly pay to Lender, upon demend, an amount which Lender shall
estimate as sufficient to make up the deficiency. The Escrow Fund shall not constitute a trust fund
and may be commingled with other moneys held by Lender. No earnings or interest on the Escrow
Fund shall be payable to Borrower.

3.6 CONDEMNATION. Borrower shall promptly give Lender notice of the actusl or
threatened commencement of any condemnation or erinent domain proceeding and shall deliver to
Lender copies of any and all papers served in connection with such proceedings. Lender may
participate in any such proceedings, and Borrower shall from time to time detiver to Lender all
instruments requested by it 1o permit such participation. Borrower shall, at its expense, diligently
prosecute any such proceedings, and shall consult with Lender, its attorneys and experts, and
cooperate with them in the carrying on or defense of any such proceedings. Notwithstanding any
taking by any public or quasi-public authority through eminent domain or otherwise (including but
not limited to any transfer made in liew of or in anticipation of the exercise of such taking), Borrower
shall continue to pay the Debt at the time and in the manner provided for its payment in the Note and
in thes Security Instrument and the Debt shall not be reduced until any award or payment therefor
shall have been actually received and applied by Lender, after the deducdon of expenses of
collection, to the reduction or discharge of the Debt. Lender shall not be limited to the interest paid
on the award by the condemning authority but shall be entitled to receive out of the award interest
at the rate or rates provided herein or in the Note. If the Property or any portion thereof is taken by
2 condemning suthority, Borrower shall promptly commence end diligently prosecute the
Restoration of the Property and otherwise comply with the provisions of Section 4.3 of this Security
Instrument. If the Property is sold, through foreclosure or otherwise, prior to the receipt by Lender
of the award or payment, Lender shall have the right, whether or not a deficiency judgment on the
Note shall have been sought, recovered or denied, to receive the award or payment, or a portion
thereof sufficient to pay the Debt.

3.7  LEASES AND RENTS.

{(a) Except as otherwise consented to by Lender, all residential Leases shall be
written on the standard form of lease which shall have been approved by Lender, Upon request,
Borrower shail furnish Lender with executed copies of all Leases. Ne material changes may be
made to the Lender-approved standard lease without the prior written consent of Lender, which
approval shall not be unreasonably withheld or delayed. In addition, ell renewals of Leases and all
proposed leases shall provide for rental rates and terms comparable to existing local market rates and
terms and shail be arms-length transactions with bona fide, independent third party tenants. All
proposed leases and renewals of existing Leases, shall not be subject to the prior approval of Lender
and its counsel, provided such Lease or renewal Lease (i} is on the Lender-approved form, subject
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only to commercially reasonable variations therefrom, (if) iz negotiated in an arms-length transaction
with an independent third party tenant and (iii) provides for rental rates and terms comparable to
existing local market terms. Any Lease or renewal which does not satisfy the conditions set forth
in (i), (ii) of the preceding sentence shall be subject to the prior approval of Lender. All Leases
entered into afier the date hereof shall provide that they are subordinate to this Security Instrument
and that the lessee agrees to attorn to Lender. Borrower (i) shall observe and perform all the
obligations imposed upon the lessor under the Leases and shall not do or permit to be done anything
to impair the value of the Leases as security for the Debt; (ii) shall promptly send copies to Lender
of all notices of default which Borrower shall send or receive thereunder, (iii) shall enforce all of the
terras, covenants and cenditions contained in the Leases upon the part of the lessee thereunder to be
observed or performed, short of termination thereof, Borrower may terminate, Leases for default of
lessee thereunder provided such termination is permitted by applicable law; (iv) shall not colject anv
of the Rents more than one (1) month in advance; (v) shall not execute any other assignment of the
lessor’s interest in the Leases or the Rents; (vi) shall not alter, modify or change the terms of the
Leases without the prior wriiten consent of Lender, or cancel or terminate the Leases or accept a
surrender thereof or convey or transfer or suffer or permit a conveyance or transfer of the Land or
of any interest therein 50 as to effect a merger of the estates and rights of, or a termination or
diminution of the obligations of, lessees thereunder; (vii) shall not alter, modify or change the terms
of any guaranty, letter of credit or other credit support with respect to the Leases (the "Lease
Guaranty") or cancel or terminate such Lease Guaranty without the prior writien consent of Lender;
and (viii) shall not consent to any assignment of cr subletting under the Leases not in accordance
with their terms, without the prior written consent of Lender.

(t)  All security deposits of tenants, whether held in cash or any other form, shall
not be commingled with any other funds of Borrower and, if cash, shall be deposited by Borrower
at such commercial or savings bank or banks as may be reasonably satisfactory to Lender. Borrower
shall, upon request, provide Lender with evidence reasonably satisfactory to Lender of Borrower's
compliance with the foregoing. Following the occurrence and during the continuance of any Event
of Default, Borrower shall, upon Lender's request, if permitted by any applicable legal requirements,
turn over to Lender the security deposits (and any interest theretofore earned thereon) with respect
to all or any portion of the Property, to be held by Lender subject to the terms of the Leases.

3.8 MAINTENANCE OF PROPERTY. (&) Borrower shall cause the Property w be
maintained in a good and safe condition and repair. The Improvements and the Personal Property
shall not be removed, demolished or materially altered (except for normal replacement of the
Personal Property and tenant improvements made in connection with a Lease which has been entered
into by Borrower in accordance with the terms hereof) without the consent of Lender. Borrower
shall promptly repair, replace or rebuild any part of the Property which may be destroyed by any
casualty, or become damaged, worn or dilapidated or which may be affected by any proceeding of
the character referred to in Section 3.6 hereof and shall complete and pay for any structure at any
time in the process of construction or repair on the Land. Borrower shall not initiate, ioin in,
acquiesce in, or consent to any change in any private restrictive covenant, zoning law or other public
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or private restriction, limiting or defining the uses which may be made of the Property or any part
thereof without the prior written consent of Lender. If under applicable zoning provisions the use
of all or any portion of the Property is or shall become a nonconforming use, Borrower will not cause
or permit the nonconforming use to be discontinued or abandoned without the express written
consent of Lender.

) Borrower shall permit Lender and its duly authorized agents free access to the
Property upon reasonable prior notice to Borrower and shall make available for inspection all
property and equipment relating to the Property. Bormower shall pay Lender annually, on the
anniversary date of the Note the sum of Two Thousand and No/100 Dollars (82,000.00) for the cost
of such inspections.

3.9 WASTE. Borrower shall not commit or suifer any waste of the Property or make
any change in the use of the Property which will in any way materially increase the risk of fire or
other hazard arising out of the operation of the Property, or take any action that might invalidate or
give cause for canceliation of any Policy, or do or permit to be done thereon anything that may in
any way materially impair the value of the Property or the security of this Security Instrurent.

3.10 COMPLIANCE WITH LAWS.

(a} Borrower shall promptly comply with all existing and future federal, state and
local laws, orders, ordinances, governmental rules and regulations or court orders affecting the
Property, or the use thereof including, but not limited to, the laws, ordinances, government rules and
regulstions governing Assisted Living Facilities of the State of Oregon or the municipality or
political subdivision in which the Property is located, the Fair Housing Act and the Americans with
Disabilities Act ("ADA") (collectively, the "Applicable Laws").

()  Borrower shall (i) from time to time, upon Lender’s request, provide Lender
with evidence reasonably satisfactory to Lender that the Property complies with all material
Applicable Laws or is exempt from compliance with Applicable Laws and {ii) give prompt notice
to Lender of the receipt by Borrower of any notice related to a violation of any Applicable Laws and
of the commencement of any proceedings or investigations which reiate to compliance with
Applicable Laws.

(c) Bomower will iake appropriate measures to prevent and will not engage in or
knowingly permit any illegal activities at the Property.

3.11 BOOKS AND RECORDS.
{a) Borrower and any Guarantors (defined in Subssction 10.1(e)) and Indemnitors

(defined in Subsection 10.1(k)), if any, shall keep adequate books and records of account in
accordance with generally accepted accounting principles, consistently applied ("GAAP"), or in
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accordance with other methods acceptable to Lender in its sole discretion, consistently applied and
furnish to Lender:

® an annual operating statement of the Property detailing the total
revenues received, total expenses incurred, total cost of all capital improvements, total debt service
and total cash flow, and containing 2 comparison for such period with the annual budget delivered
pursuant t0 Subsection 3.11(2){iv), to be prepared and ce ified by Borrower in the form required by
Lender, within ninety (50) days after the close of each fiscal year of Borrowes and if available, any
operating statements prepared by an independent certified public accountant within thirty (30) days
of the date the same are maede available to Bormower,

(i)  amonthly balance sheet, profit and loss statement of Borrower and
rent roll, including occupancy and payor mix in the form required by Lender, prepared and certified
by the Borrower, within (1) thirty (30) days following the end of each month through and including
the last month of the year following the year in which the Note was executed and thereafter (2) a
quarterly/annual balance sheet, profit and loss statement of Borrower and rent roll including
occupancy and payor mix not later than thirty (30) days following the end of each calendar quarter
and ninety (80) days after the close of each fiscal year of Borrower, and, if available, any financial
statement prepared by an independent certified public accountant with respect to the Borrower within
thirty (30) days of the date the same are made available to any persons,

(i) a quarterly/annual balance sheet and profit and loss statement of any
Guarantors and any Indemnitors, in the form required by Lender, prepared and certified by any

Guarantors and any Indemnitors, ¥ :thin not later than thirty (30) days following the end of each
calendar quarter and ninety (50) days after the close of each fiscal year of any Guarantors and any
Indemnitors, and, if available, any financial statement prepared by an independent certified public
accountant with respect to any Guarantors and any Indemnitors, within thirty (30} days of the date
the same are made available to any persons,

(iv)  anannual operating budget presented on a monthly basis consistent
with the quarterly and annual operating sistements described above for the Property, including cash
flow projections for the upcoming year, and all proposed capital replacements and improvements
at least fifteen (15) days prior to the start of each calendar year;

(v  copiesof Borrower's and Guarantors’ federal income tax returns within
fifteen (15) days of the date such returns are filed:

(vi)  within ten (10} days of receipt, & cOpY of Borrower's most recent
operating license and most recent survey for Modicare and Medicaid certifications and a copy of the
apnual cost report for the Property within 45 days of filing (f applicable); and statements of
deficiencies (if any) with plaps of correction attached thereto;
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(vii) Upon Lender’s request, evidence of payment by the Borrower of any
applicable provider bed taxes or similar taxes, which taxes Borrower agrees to pay; and

(vili) Within three (3) days of receipt, any and all notices (regardless of
form) from any and all licensing and/or certifying agencies that the license and/or any applicable
reimbursement contract or certification of the Project is being downgraded to a substandard category.
revoked, or suspended, or that action is pending or being considered to downgrade to 2 substandard
category, revoke, or suspend the Project’s license or certification.

(b) Borrower, Affiliates (hereinafter defined) any Gueranior and any Indemuitor
shall furnish Lender with such other additional financial or management information as may, from
time to time, be reasonably required by Lender in form and substance reasonably satisfactory 10
Lender a property management report for the Property, showing the number of inquiries made and/or
rentai applications received from tenants ot prospective tenants and deposits received from tenants
and any other information requested by Lender, in reasonable detail and certified by Borrower (or
an officer, general parmer or principal of Borrower if Borrower is not an individual) to be true and
complete. Borrower, its Affiliates, any Guarantor and any Indemnitor shall furnish to Lender and
its agents convenient facilities for the examination and audit of any such books and records. All
references to “Affiliates” shall mean with respect to a specified person or entity, a person or entity
who (i) directly or indirectly through one or more intermediaries controls, is controlled by, or is
under common control, with the specified person or entity; (ii) is a partner, director, officer or trustec
of the specified person or entity or of any person or entity described in clause (i) above; (iii) is 3
partner of a partnership or joint venture which owns, or is a beneficiary or trustee of a trust which
owns, or other owner of any stock or other evidences of beneficial ownership in, the specified person
or entity or any person or entity as deseribed in clause (i) above; or (iv) is related to the specified
person by blood (including grandparents of the specified person and of his or her spouse and all
lineal descendants of such grandparents) or marriage to the specified person or to any person
described in (i) above or of the spouse of any of the foregoing persons. For purposes of this
definition, the term “control” with respect to a specified person or entity means the possession,
directly or indirectly, of the power to direct or cause the direction of the management and policies
of the specified person or entity, whether through the cwnership of voting stock, by contract or
otherwise.

312 PAYMENT FOR LABOR AND MATERIALS. Bomower will promptly pay when
due all bills and costs for labor, materials, and specifically fabricated materials incurred in
connection with the Property and never permit to exist beyond the due date thereof in respect of the
Property o any part thereof any lien or security interest, even though inferior to the liens and the
security interests hereof, and in any event never permit to be created or exist in respect of the
Property or any part thercof any other or sdditional lien or security interest other than the liens or
security interests hereof, except for the Permitted Exceptions (defined below). :
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313 MANAGEMENT. If the Debt Service Coverage Ratio (as defined herein) calculated
in any twelve consecutive month pegiod shall fall below 1.0:1.0, then Lender, at its option, may
require Borrower 0 engage 2 bona-fide, independent third party management agent approved by
Lender in its sole discretion (the "New Manager") 10 manage the Property. The New Manager shall
be engaged by Borrower pursuant to 2 Writien management agreement that compties with the terms
hereof and is otherwise satisfactory to Lender in all respects. Pursuant to that certain Management
Agreement dated September 6, 1996, the manager of the Property is Prestige Senior Living, L.L.C.
The Borrower shall not enter into any other management agreement with respect to all or
substantially all of the Property without Sirst obtaining Lender’s written consent to the form and
substance of the management agreement and the identity of the manager. The new manager shall
enter into a subordination agreement acceptable in form and substance to the Lendet and which shall
provide that the new management agreement shall terminate upon the occurrence of an Event of
Default.

3.14 PERFOGRMANCE OF OTHER AGREEMENTS. Borrower ghall observe and
perform each and every term to be observed or performed by Rorrower pursuant 10 the terms of any
agreement of recorded instrument affecting or pertaining t© the Property, of given by Borrower t0
Lender for the purpose of further securing an obligation secured hereby and any amendments,
modifications or changes thereto.

315 CHANGEOF NAME, IDENTITY OR STRUCTURE. Borrower will not change
Borrower's name, identity {including its rade name Or names) of, if pot an individual, Borrower's
corporate, partnership or other structure without notifying Lender of such change in writing at least
thirty (30) days prior to the effective date of such change and, in the case of & change in Borrower's
structure, without first obtaining the prior written consent of Lender. Borrower will execute and
deliver to Lender, prior to Of contemporaneously with the effective date of any such change, any
financing statement of financing statement change required by Lender to establish or maintain the
validity, perfection and priority of the security interest granted herein. At the request of Lender,
Borrower shall execute a certificate in form satisfactory t0 Lender listing the trade pames under
which Borrower intends to operate the Property, and represen ing and warranting that Borrower does

business under no other trade name with respect 10 the Property.

316 EXISTENCE. Borrower will continuousty maintain its existence and its rights 10
do business in the state where the Property is located together with its franchises and trade names.

317 DEBT SERVICE COVERAGE RATIO. Commencing January 1, 1999 and
continuing throughout the term of the Loan, the Debt Service Coverage Ratio (as defined m Section
4.3 below) shall not be less than 1.25:1 after Applicable Management Fees and 1.40: 1 before
Applicable Mansgement Fees (as defined herein). In addition, comumencing Sepiember 1, 1998, the
Property shall maintain an 80% economic ocCupancy rate caloulated on 2 paonthly basis.
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4- SPECIAL COVENANTS
Borrower covenants and agrees that:

41 PROPERTY USE. The Property shall be used only as an Assisted Living Facility
which is licensed and regulated by the laws of the State of Oregon, (or if there is no State law
providing for such licensing and regulation, by the municipality or other political subdivision in
which the Property is located.) For purposes of this Loen "Assisted Living Facility” shall mean a
facility that provides separate dwelling units for elderly residents and makes available to residents
supportive services to assist the residents in carrying out activities of daily living. Such facility shall
include common rooms and other areas 10 provide supportive services(but not professional services)
to ite residents. The Property shall be used for no other use without the prior written consent of
Lender, which consent may be withheld in Lender's sole and absolute discretion. Notwithstanding
the above, the Property may occasionally be used by groups for meetings or similar functions
provided such use doss not violate any applicable zoning laws, regulations or other use restrictions.

42  SINGLE PURPOSE ENTITY. It has not and shali not: (a) engage in any business
or activity other than the ownership, operation and maintenance of the Property, and activities
incidental thereto; (b) acquire or own any material assets other than (i) the Property, and (ii) such
incidental Personal Property as may be necessary for the operation of the Property; {c) merge into
or consolidate with any person of entity or dissoive, terminate or liquidate in whole or in part,
transfer or otherwise dispose of all or substantially ali of its assets or change its legal structure,
without in each case Lender's consent; (d) fail to preserve its existence as an entity duly organized.
validly existing and in good standing (if applicable) under the laws of the jurisdiction of its
organization of formation, or without the prior written consent of Lender, amend, modify, terminate
or fail to comply with the provisions of Borrower's Partnership Agreement, Articles or Certificate
of Incorporation or similar organizational documents, as the case may be, as same may be further
amended or supplemented, if such amendment, modification, terminatior or failure to comply would
adversely affect the ability of Borrower to perform its obligations hersunder, under the Nots or under
the Other Security Documents; (¢} own any subsidiary or make any investment in, any person of
eniity without the consent of Lender; (f) commingle its assets with the assets of any of its general
partners, Affiliates, principals or of any other person or entity; (g) incur any debt, secured or
unsecured, direct or contingent (including guaranteeing any obligation), other than the Debt, except
with respect to trade payables in the ordinary course of its business of owning and operating the
Property, provided that such debt is paid when due; (h) £ail to maintain its records, books of account
and bank accounts separate and apart from those of the general pariness, principals and Affiliates of
Borrower, the Affiliates of a general partner of Borrower, and any other person or entity; (i) enter
into any coniract or agreement with any general partner, principal or Affiliate of Borrower,
Guarantor or Indernnitor, or any general partner, principal or Affiliate thereof, except upon terms and
conditions that are intrinsically fair and substantially similar to those that would be available on an
arms-length basis with third parties other than any general partner, principal o Affliate of Borrower,
Guarantor ot Indemnitor, or any general partner, principal or Affiliate thereof: (j) seek the dissolution
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feasonably

s contemplated business

operations; or filing of any petition, either voluntary or involuntary, 10 take

advaniage of any applicable insolvency, bankruptcy, liguidation of reorganization Statute, or make
an assignment for the benefit of creditors,

4.3 RESTOEQAHON. The following provisions shall apply in connection with the
Restoration of the Property:

{a) If the Net Proceeds shal] be less than

satisfactoriiy
this Security

"Net Proceeds” for purposes of
proceeds received by Lender p
instrument ag 5 result of such
expenses (including,
{("Insurance Proceeds®

reasonable costs and expenses (includin
collecting same {("Condemnation Proce

made available to Borrower for the
are met: (A) no Event of Default shajj
inuing under the Note, this Security Instrument or any of the Other
in the event of the Net P; are Insurance Proceeds, less than fifty
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percent (50%) of the total figor area of the
unusable as a result of
Condemnation Proceeds, ituti taken,
i 1 and some portion of the
ate a percentage amount
fined) of the total rentable
ecuted and delivered Leases in effect as of
7 or taking, whichever the case may be, shall
completion of the Restoration. The term
nsurance Proceeds,
equal to fifty percent (50%) and (2) in the event the Net Proceeds are
Condemnation Procee » & percentage amount equal to ninety percent (90%); (D) Borrower shal]
commence the Restoration as $00a as reasonably practicable i 1
days after such damage or destruction or taking,

in
of the occurrence of any such fire or other casualty or taking, whichever the case may be, will be
covered out of (1) the Net Proceeds, (2) the insurance Coverage referred to in Subsection 3.3(a)iii),
if applicable, or (3) by other funds of Borrower; (F) Lender shall be satisfied that the Debt Service
Coverage Ratio (as defined herein) for the twelve montk period succeeding the Completion of the
Restoration will be at ieast 1.25 10 1.0; (G) Lender / satisfied that the Restoration
will be completed on or before (1) twelve ( 12) months prior to the Maturity
Date (as defined in the Note), (2) twelve (12) months after the occumrence of such fire or other
casuaity or taking, whichever the case may be, (3) the earliest date required for such completion
under the terms of any Leases which are required in accordance with the provisions of this
Subsection 4.3(b) to remain in effect subsequent to the occurrence of such fire or other casualty or
taking, whichever the case may be, and the completion of the Restoration or (4) such time ag may
i i i in order to repair and restore
other casualty or to as nearly
as applicable; (H) the Property

The term "Deby Service Coverage Ratio" as used herein shall mean
the ratio of (2) the NQOJ (bercinafter defined) produced by the operation of the Property during the
welve (12) calendar month period immediataiy preceding the calculation o (&) the principal and
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interest payment that would be due under the Note for the twelve (12) calendar month period
mamediately following the calculation based on the then current interest rate.

, vending or
concession income, which are actually received by Borrower or its agents or representatives and
Expenses actually paid or payable on an accrual basis during the twelve (12) month period ending
onc month prior to the date on which the NOIL is being calculated, as set forth on operating
statements satisfactory to Lender. NOI shail be calculated on a cash basis in accordance with
customary accounting principles applicable io real estate.

Notwithstanding  the foregoing, NOI shall not include (a)
proceeds (excluding rent or business income insurance proceeds); (b) any
xchange, transfer, financing or refinancing of all or any portion of the
(c) amounts received from tenants as a security deposit; or (d) any other type of income
& in NOI but paid directly by any tenant to a persen or entity other than Borrower or its
agents or representatives,

"Expenses” as used herein shal] mean the aggregate of the
, general and special assessments or sirilar charges; (b) sales,
use and personal property tuxes; (c) “Applicable Management Fees” which shall be 5% of the gross
income derived from the operation of the Property (unless otherwise stated herein) and
disbursements for management services whether such services are performed at the Propenty or off-
site; (d) wages, salaries, pension costs and al] fringe and other employee-related benefits and
expenses, up to and including (but not above) the level of the on-site manager,
operation and maintenance of the Property and service to tenants and on-site personnel engaged in
audit and accounting functions performed by Borrower: (e) insurance premiums including, but not
limited to, casualty, liability, rent and fidelity insurance premiums; {f) cost of all electricity, oil, gas,
water, steam, HVAC and any other energy, utility or similar item and overtime services, the cost of
building and cleaning supplies, and al} other administrative, management, ownership, operating,
advertising, marketing and maintenance expenses incurred in connection with the operation of the
Property; (g) cost of fecessary cleaning, repair, replacement, maintenance, decoration or painting
of existing improvements on the Property (including, without limitation, parking lots and roadways),
of like kind and quantity or such kind or quality which is neces
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in connection with the Property; (k) casualty losses to the extent not reimbursed by a third party; and
(1) all amounts that should be reserved, as reasonably determined by Borrower with approval by the
Lender in its reasonable discretion, for repair or maintenance of the Property and to maintain the
value of the Property including replacement reserves of no less than $250.00 per bed. The Expenses
shall be based on the above-described items actually incurred or payable on an accrual basis in
accordance with GAAP by Borrower during the twelve (12) month period ending one month prior
to the date on which the NOI is to be calculated (except the capital expenses and reserves set forth
in Subsection (g) above), with customary adjustments for items such as taxes and insurance which
accrue but are paid periodically, as adjusted by Lender to reflect projected adjustments for the
subsequent twelve (12) month period beginning on the date on which the NO! is to be calculated.

Notwithstanding the foregoing, the term "Expenses" shall not include
(i) depreciation or amortization or any other non-cash item of expense unless approved by Lender;
(i) interest, principal, fees, costs and expense reimbursements of Lender in administrating the loan
evidenced by the Note or exercising remedies under this Security Instrument or the Other Security
Documents; or (iii) any expenditure (other than leasing commissions and tenant concessions)
properly treated as a capital item under GAAP and such expenditure is treated by Borrower as a
capital item in Borrower's financial statements.

(i)  The Net Proceeds shali be held by Lender and, unti! disbursed in
accordance with the provisions of this Subsection 4.3(b), shall constitute additional security for the
Obligaticns. The Net Proceeds shall be disbursed by Lender to, or as directed by, Borrower from
time to time during the course of the Restoration, upon receipt of evidence satisfactory to Lender that
(A) all materials installed and work and labor performed (except to the extent that they are to be paid
for out of the requested disbursement) in connection with the Restoration have been paid for in full,
and (B) there exist no nctices of pendency, stop orders, mechanic's or materialman's liens or notices
of intention to file same, or any other liens or encumbrances of any nature whatsoever on the
Property arising out of the Restoration which have not either been fully bonded to the satisfaction
of Lender and discharged of record or in the alternative fully insured to the satisfaction of Lender
by the title company insuring the lien of this Security Instrument,

(1))  All plans and specifications required in connection with the
Restoration shall be subject to prior review and approval in all respects by Lender and by an
independent consulting engineer selected by Lender (the "Casualty Consultant"), which approval
shall not be unreasonsbly withheld or delayed. Lender shall have the use of the plans and
specifications and all permits, licenses and approvals required or obtained in connection with the
Restoration. The identity of the contractors, subcontractors and materialmen engaged in the
Restoration, as well as the contracts under which they have been engaged, shall be subject 1o prior
review and acceptance by Lender and the Casualty Consultant, which approval shall not be
unreasonably withheld or delayed. All costs and expenses incurred by Lender in connection with
making the Net Proceeds available for the Restoraticn including, without limitation, reasonable

counsel fees and disbursements and the Casuslty Consultant's fees, shall be paid by Borrower,
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(iv)  In no cvent shall Lender be obligated to make disbursements of the
Net Proceeds in excess of an amount equal to the costs actually incurred from time to time for work
in place as part of the Restoration, as certified by the Casualty Consultant, minus the Casualty
Retainage. The term "Casualty Retainage” as used in this Subsection 4.3(b) shall mean an amount
equal to 10% of the costs actually incurred for work in place as part of the Restoration, as ceriified
by the Casualty Consultaot. until the Restoration has been completed. The Casualty Retainage shall
in no event, and notwithstanding anything to the contrary set forth above in this Subsection 4.3(b),
be less than the amount actually held back by Borrower from contractors, subcontractors and
materialmen engaged in the Restoration. The Casuaity Retainage shall not be reieased until the
Casualty Consultant certifies to Lender that the Restoration has been completed in accordance with
the provisions of this Subsection 4.3(b) and that all approvals necessary for the re-occupancy and
use of the Property have been obtained from all appropriate governmental and quasi-governmental
authorities, and Lender receives evidence reasonably satisfactory to Lender that the costs of the
Restoration have been paid in full or will be paid in fuli out of the Casualty Retainage, provided,
however, that Lender will release the portion of the Casualty Retainage being held with respect to
any contractor, subcontractor or materialman engaged in the Restoration as of the date upon which
the Casualty Consultent certifies to Lender that the contractor, subcontractor or materialman has
satisfactorily completed all work and has supplied all materials in accordance with the provisions
of the contractor's, subcontractor's or materialman’s contract, and the contractor, subcontractor or
materialman delivers the lien waivers and evidence of paymeat in full of all sums due to the
contractor, subcontractor or materialman as may be reasonably requested by Lender or by the title
company insuring the lien of this Security Instrument. If required by Lender, the release of any such
portion of the Casualty Retainage shall be approved by the surety company, if any, which has issued

a payment or performance bond with respect t¢ the contractor, subcontractor or materialman,

(v) Lender shall not be obligated to make disbursements of the Net
Proceeds more frequently than once every calendar month.

(vi)  Ifatany time the Net Proceeds or the undisbursed balance thereof shall
not, in the reasonable opinion of Lender, be sufficient to pay in full the balance of the costs which
are estimated by the Casualty Consultant to be incurred in connection with the completion of the
Restoration, Borrower shall deposit the deficiency (the "Net Proceeds Deficiency") with Lender
before any further disbursement of the Net Proceeds shall be made. The Net Proceeds Deficiency
deposited with Lender shall be held by Lender and shall be disbursed for costs actually incurred in
connection with the Restoration on the same conditions applicable to the disbursement of the Net
Proceeds, and until so disbursed pursuant to this Subsection 4.3(b) shall constitute additional security
for the Obligations. With respect to Restorations following & casualty in which the Improvements
are restored to substantially the same condition as they existed prior to the casualty, the excess, if
any, of the Net Proceeds and the remaining balance, if any, of the Net Proceeds Deficiency deposited
with Lender after the Casualty Consultant certifies to Lender that the Restoration has been completed
in accordance with the provisions of this Subsection 4.3(b), and the receipt by Lender of evidence
reasonably satisfactory 1o Lender that all costs incurred in connection with the Restoration have been
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paid in full, shall be remitted by Lender to Botrower, provided no Event of Default shall have
occurred and shall be continuing under the Note, this Sesurity Instrument Of any of the Other
Security Documents.

{c) All Net Proceeds not required (i) to be made available for the Restoration or
(ii) to be returned to Borrower &s CX¢ess Net Proceeds pursuant to Subsection 4.3(b)(vi) may be
retained and applied by Lender toward the payment of the debt whether or not then due and payable
in such order, priority and proportions as Lender in its discretion shall deem proper or, at the
discretion of Lender, the same may be paid, either in whele or in part, to Borrower for such purposes
as Lender shall designate, in its discretion. If Lender susll receive and retain Net Procesds, the lien
of this Security Instrument shall be reduced only by the amount thereof received and retained by
1 ender and actually applied by Lender in reduction of the Debt.

44 RESERVED

45 CAPITALIZED INTEREST RESERVE. Upon the closing of the Loan, Borrower
shall deposit $150,000 from the Loan proceeds with the Lender (the “Capitalized Interest Reserve”)
which shall be held by Lender in an interest bearing account until such time as the Property achieves
a Debt Service Coverage Ratio of 1.25:1 for one month. Lender shall invest the Capitalized Interest
Reserve in United States Treasury securities; securities issued or fully guaranteed by agencies of the
United States; certificates of deposit and time or demand deposits in, or repurchase agreements
constituting obligations of, commercial banks with deposits insured by the Federal Deposit Insurance
Corporation Or any Successor organization provided that the long term unsecured debt obligations
of each such bank have been rated by the Rating Agency in one of its three highest long-term
unsecured debt rating categories; securities of an investment company registered under the
{pvestment Company Act of 1940, as amended, a significant portion of the assets of which are
invested in substantially the same type of investments as any of the foregoing and which has a
current credit rating by the Rating Agency in one of its three highest long-term, of highest short-
term, debt rating categories. "Rating Agency" shall mean one of more nationally recognized
statistical rating agency(ies) or other comparable person(s) designated by Lender from time to time.
References herein to the highest or third highest rating category of a Rating Agency shall mean such
highest or third highest rating category without regard tc any plus or minus or numerical designation.
Any and all income and gain realized from investment of funds deposited in the Capitalized Interest
Reserve shall be for the benefit of the Lender. Notwithstanding the immediately preceding sentence,
Lender shall pay to Borrower interest on the funds deposited in the Capitalized Interest Reserve at
an interest rate equal to the arithmetic mean, as determined by the Lender, of the rates per annum
equal to the London Interbank Offered Rate determined on the basis of the offered rates for deposits
in United States Dollars for a thirty-day period commencing on the first day of such period for
deposits of an amount comparable to the balance in the Capitelized Interest Reserve which appears
on Bloomburg Screen LIBORO1M as of 11:00 a.m. London time on the first day of such period, less
two percent (2.00%). if two or more such offered rates appear, the rate shall be based on the
arithmetic mean of such offered rates. 1€ no such rete appears, Lender shall determine a substitute
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rate, which determination shall be binding. The applicable intersst rate shall be set by the Lender
on the first day of each calendar month {0, if no rate is available for such date, then the rate will be
set at the rate for the last business day of the prior month). Interest shall be based on a 30-day
month/360-day year and any interest earned for the 12-month (or portion thereof) period ending
December 31 will accrue for the benefit of the Borrower during such period but shall not be credited
to Borrower's account until January 1 of the ensuing year.

At such time as the Property achieves a Debt Service Coverage Ratio of 1.25:1 for one

month, the Capitalized Interest Reserve and all interest accrued therein, shall be released to
Borrower.

S - REPRESENTATIONS AND WARRANTIES

Borrowsr represents and warrants to Lender that:

5.1 WARRANTY OF TITLE. Borrower has good title to the Property and has the right
to mortgage, grant, bargain, seli, pledge, assign, warrant, transfer and convey the same and that
Borrower possesses an unencumbered fee simple absolute estate in the Land and the Improvements

and that it owns the Property free and clear of all liens, encumbrances and charges whatsoever except
for those exceptions shown in the title insurance policy tasuring the lien of this Security Instrument
(the "Permitted Exceptions”). Borrower shall forever warrant, defend and preserve the title and the
validity and priority of the lien of this Security Instrument and shall forever warrant and defend the
same to Lender against the claims of all persens whomsoever,

52  AUTHORITY. Borrower (and the undersigned representative of Borrower, if any)
has full power, authority and legal right to execute thig Security Instrument, and to mortgage, grant,
bargain, sell, pledge, assign, warrant, transfer and convey the Property pursuant to the terms hereof

and to keep and observe all of the terms of this Security Instrument on Borrower's part to be
performed.

53 LEGAL STATUS AND AUTHORITY. Borrower (a) is duly organized, validly
existing under the laws of its state of organization or incorporation; (b) is duly qualified to transact
business and is in good standing in the State where the Property is located; and (c) has all necessary

approvals, governmental and otherwise, and full power and authority to own the Property and carry

on its business as now conducted and proposed to be conducted. Borrower now has and shajl
continue to have the full right, power and authority to operate and lease the Property, to encumber

the Property as provided herein and to perform all of the other obligations to be performed by
Borrower under the Note, this Security Instrument and the Other Security Documents.

5.4 VALIDITY OF DOCUMENTS. (a) The execution, delivery and performance of
the Note, this Security Instrument and the Other Security Documents and the borrowing evidenced
by the Note (i) are within the torporate, partnership, trust or Hmited lisbility company (as the case
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may be) power of Borrower; (i) have been authorized by all requisite corporate, pasivership, trust
or limited liability company (as the case may be) action; (iii) have received all necessary approvals
and consents, corporate, governmental or otherwise; (iv) will not violate, conflict with, regult in a
breach of or constitute (with notice or lapse of time, or both) a default under any provision of law,
any order or judgment of any coust or governmental authority, the articles of incorporation, by-laws,
partnership, trust, operating agreement or other governing instrument of Borrower, or any indenture,
agreement or other instrument to which Borrower is a party or by which it or

Pro
, except the lien and security interest

y authorization or license from, or any filing with, any
governmental or other body (except for the recordation of this instrument in appropriate land records
in the State where the Property is located and except for Uniform Commercial Code filings relating
to the security imterest created hereby); and (b) the Note, this Security Instrument and the Other
Security Documents constitute the legal, valid and binding obligations of Rorrower.

5.5  LITIGATION. There is no action, suit or proceeding, Jjudicial, administative of
otherwise (including any condemnation or similar proceeding), pending or, to the best of Borrower's
knowledge, threatened or contemplated against, or affecting, Borrower, a Guarantor, if any, an
Indemnitor, if any, or the Property that has not been disclosed to Lender or is not adeguately covered
by insurance, as determined by Lender in its sole and absolute discretion.

56  STATUS OF PROPERTY.

(8)  No portion of
Secretary of Housing and Urban Dev,
flood hazards pursuani to the National saster Protection
Act of 1973, as amended, or any successor law, or, if located within any such area, Rorrower has
obtained and will maintain the insurance prescribed in Section 3.3 hereof.

(b)  Borrower has obtained all uecessary certificates, licenses and other approvals,
governmental and otherwise, necessary for the operation of the Property as an Assisted Living
Facility and the conduct of its business and all reguired zoning, building code, land use,
environmental and other similar permits or approvals, all of which are in full force and effect as of
the date hereof and not subject 1o revocation, suspension, forfeiture or modification. In the event

i i tification agency that a license and/or applicable

whgraded to a substandard category, revoked or

suspended, or that en action is pending or threatened which may result in such downgrade,

revocation or suspension then Borrower shall correct any such deficiency within the date required
by such licensing or certification agency.

{c) The Property and the present and contemplated use and cccupancy thereof are
in full compliance with all Applicable Laws, including, without limitation, zoning ordinances,
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building codes, land use and environmental laws, laws relating to the disabled (including, but not

limited to, the ADA) laws regulating the operstion of an Assisted Living Facility and other simjilar
laws.

) The Property is served by public water and Sewer sysiems.

@ The Property is free from damage caused by fire or other casualty.

(h)  All costs and €Xpeanses of any and aj! labor, materials, supplies and equipment
used in the construction of the Improvements have beeq paid in full.

i) Borrower has paid in full for, and is the owner of, al| furnishings, fixtures and
equipment (other than tenanis' property) used in connection with the operation of the Property, free

and clear of any and all security interests, liens or encumbrances, except the lien and security interest
created hereby,

&k Al Improvements lie within the boundary of the Land,

57 NOFOREIGN PERSON,
of Section 1445(£)(3) of the Intemnal Reven
Department regulations, including temporary regulations.
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59  ERISA COMPLIANCE.

{a) As of the date hereof and throughout the term of this Security Instrument, (i)
Borrower is not and will not be an "employee benefit plan" as defined in Section 3(3) of ERISA,
which is subject to Title I of ERISA, and (ii) the assets of Borrewer do not and will not constitute
"plan assets" of one or more such plans for purposes of Title I of ERISA, and

®) As of the date hereof and throughout the term of this Security [nstrument (i)
Borrower is not and will not be a "governmental plan” within the meaning of Section 3(32) of
ERISA and (ii) transactions by or with Borrower are not and will not be subject to state statutes
applicable to Borrower regulating investments of and fiduciary obligations with respect to
governmental plans. Berrower shall deliver to Lender such certifications or other evidence as
requested by Lender from time to time of Borrower's compliance with the foregoing representations
and covenants.

5.10 LEASES. (a) Borrower is the sole owner of the entire lessor's interest in the [eases:
(b) the Leases (if any) are valid and enforceable; (c) the terms of all alterations, modifications and
amendments to the Leases are reflected in the certified OCcupancy statement delivered (o and
approved by Lender; (d) none of the Rents reserved in the Leases have been assigned or otherwise
pledged or hypothecated; (¢) none of the Rents have been collected for more than one (1) month in
advance; (f) the premises demised under the Leases have been completed and the tenants under the
Leases have accepted the same and have taken possession of the same on a rent-paying basis; (g)
there exist no offsets or defenses to the payment of any portion of the Rents; (h) no Lease contains
an option to purchase, right of first refusal to purchase, or any other similar provision; and (i) no
person or entity has any possessory interest in, or right to occupy, the Property except under and
pursuant to a Lease. Borrower shall not enter into any Lease with respect to all or substantially all
of the Property without first obtaining Lender’s written consent to the form of the lease, and
substance, and the identity of the lessee. Such lessee shall execute and deliver to Lender a
subordination agreement in form and substance acceptable to Lender and which shall provide for the
termination of such Lease upon the occurrence of an Event of Default hereunder.

5.11 FINANCIAL CONDITION. (a) Borrower is solvent, and no bankruptcy,
reorganization, insolvency or similar proceeding under any state or federal law with respect to
Borrower has been initiated, and (b) it has received reasonably equivalent value for the granting of
this Security Instrument.

5.12 BUSINESS PURPOSES. The losn evidenced by the Note is solely for the business
purpose of Borrower, and is not for personal, family, househeld, or agricultural purposes.

5.13 TAXES. Borrower has filed all federal, state, county, municipal, and city income
and other tax returns required to have been filed by them and have paid all taxes and related
liabilities which have become due pursuant to such returns Or pursuant ie any assessments received
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by them. Borrower knows of no basis for any additional assessment in respect of any such taxes and
related Habilities for prior years.

5.14 MAILING ADDRESS. Borrower's mailing sddress, as set forth in the opening
paragraph hereof or as changed in accordance with the provisions hereof, is true and correct.

5.15 NO CHANGE IN FACTS OR CIRCUMSTANCES. All information in the
application for the loan submitted to Lender (the "Loan Application") and in all financing statements,
rent rolis, reports, certificates and other documenis submitted in connection with the Loan
Application or in satisfaction of the terms thereof, are accurate, complete and correct in ail respects.
There has been no adverse change in any condition, fact, circumstance or event that would make any
such information inaccurate, incomplete or otherwise misleading.

5.16  DISCLOSURE. Borrower has disclosed te Lender all material facts and has got
failed to disclose any material fact that could cause any representation or warranty made herein to
be materially misleading.

5.17 THIRD PARTY REPRESENTATIONS. Each of the representations and the
warranties made by each Guarantor and Indemnitor herein or in any Other Security Document(s) is
true and correct in all material fespects.

5.18 ILLEGAL ACTIVITY.

No portiou of the Property has been or will be purchased with proceeds of any illegal
activity.

5.19  MEDICARE AND MEDICARE REIMBURSEMENT PROGRAMS.

If Borrower provides professional, medical services {as opposed to only supportive services),
the following representations and warranties apply:

(a) Borrower is qualified for patticipation in the Medicare and Medicaid programs for
the Property. Borrower is presently in compliance with the terms of any provider agreements it has

-

entered into §

full force and effect throughout the term of the Loa
Medicare and Medicaid programs for the Property.

Neither the Borrower nor any director, officer or management level employee of the
Borrower has ever been convicted of any a i
or any other offense under Titles XV, XIX, or XX of the Social Security Act, 349 Stat. 620
(1935). Further, the persons or entities providing professional services for the Bomower, have not
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engaged in any activities which are prohibited by federal or siate law including but not limiied o the
following: (i) knowingly or willfully making or causing to be made a false statement or
representaticn of a material fact in any application for any benefit or payment; (ii) knowingly and
willfully making or causing to be made any false statement or representation of a material fact for
use in determining rights to any benefit or payment; (iif) failure to disclose knowledge by a claimant
of the occurrence of any event affecting the initial or continued right to any benefit or payment on
its own behalf or on behalf of another, with intent to fraudulently secure such benefit or payment;
and {iv) kmowingly and willfully soliciting or receiving any remuneration (inciuding any kickback,
bribe, or rebate) directly or indirectly overtly or covertly in cash or in kind or offering i pay or
receive such remuneration in return for referring an individuals to a persosn for the furnishing of any
item or service for which payment may be made in whole or in part by the Medicare or Medicaid
reimbursement programs, or in return for purchasing, leasing, or ordering or arranging for
purchasing, leasing or ordering any good, facility, service or item for which payment may be made
in whole or in part by the Medicaid or Medicare reimbursemnent programs.

' Neither the Borrower nor any director, officer or employee has been convicied of, or
plead guilty or nolo contendere to patient abuse or neglect or any other Medicare or Medicaid
program related offense.

(d) Borrower has timely filed all claims or other reports required to be filed with respect
to the purchase of services by third-party payors including but not limited to, the Medicare and
Medicaid reimbursement programs, except where the failure to file would not, individually or in the
aggregate, result in 2 material adverse effect on the Borrower. All such claims and reports are

complete and accuraie in all material respects, except where incompleteness or inaccuracy of such
reports in the aggregate would not have a material adverse effect on the condition (finsncial or
otherwise) of the Borrower.

520 ASSIGNMENT OF LICENSES AND CERTIFICATES. BRorrower shali not
transfer or assign any licenses, permits, certifications or certificates of need rights which are required
by law for Borrower to operate the Property. All licenses and certificates under Medicare and
Medicaid programs for the Property shall be issued in the name of the Borrower.

6 - OBLIGATIONS AND RELIANCES

6.1  RELATIONSHIP OF BORROWER AND LENDER. The reiationship between
Borrower and Lender is solely that of debtor and creditor, and Lender has no fiduciary or other
special relationship with Borrower, and ro term or condition of any of the Note, this Security
Instrument and the Other Security Documents shall be construed so as to deem the reiationship
between Borrower and Lender to be other than that of debtor and creditor.
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62 NORELIANCE ON LENDER. The geneval parmers, princizals and (if Borrower
is a trust) beneficial cwners of Borrower are experienced in the ownership and operation of
properties similar to the Property, and Borrower and Lender are relying solely upon such expertise
and business plan in connection with the ownership and operation of the Property. Bormrower is not
relying on Lender's expertise, business acumen or advice in connection with the Property.

6.3  NOLENDER OBLIGATIONS.

(@)  Notwithstanding the provisions of Subsections 1.1(f) and (1) or Section 1.2,
Lender is not undertaking the performance of (1) any obligations under the Leases; or (i) any
obligations with respect to such agreements, contracts, certificates, instruments, franchises, permits,
trademarks, licenses and other documents.

(b} By accepting or approving anything required to be observed, performed or
fulfilled or to be given to Lender pursuant to this Security Instrument, the Note or the Other Security
Documents, inciuding without limitation, any officer's certificate, balance sheet, statement of profit
and loss or other financial statement, survey, appraisal, or insurance policy, Lender shall not be
deemed to have warranted, consented to, or affirmed the sufficiency, the legality or effectiveness of
same, and such accepiance or approval thereof shali not constitute any warranty or affirmation; with
respect thereto by Lender.

RELIANCE. Bormower recognizes and acknowledges that in accepling the Note, this

trument and the Other Security Documents, Lender is expressly and primarily relying

on the truth and accuracy of the warranties and representations set forth in Article § without any

obligation to investigate the Property and notwithstanding any investigation of the Property by

Lender; that such reliance existed on the part of Lender prior to the date hereof; that the warranties

and representations are a materia! inducement to Lender in accepting the Note, this Security

Instrument and the Other Security Documents; and that Lender would not be willing to make the

loan evidenced by the Note, this Security Instrument and the Other Security Documents and accept

this Security Instrument in the absence of the warranties and representations as set forth in Article
3.

7- FURTHER ASSURANCES

RECORDING OF SECURITY INSTRUMENT, ETC. Borrower forthwith upon
ity Instrument and thereafier, from time to time, will cause

andinsuchplacesasmay&ereqmmd by any present or future
fully to protect and perfect the lien or security interest hereof
upon, and the interest of Lender in, the Property. Borrower will pay all taxes, filing, registration or
recording fees, and all expenses incident to the preparation, execution, acknowledgment and/or
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recording of the Note, this Security Instrument, the Other Security Documents, any note or mortgage
supplemental hereto, any security instrument with respect to the Property and any instrument of
further assurance, and any modification or amendment of the foregoing documents, and all federal,
state, county and municipal taxes, duties, irnposts, assessments and charges arising out of or in
connection with the execution and delivery of this Security Instrument, any mortgage supplemental
hereto, any security instrument with respect to the Property or any instrument of further assurance,
and any modification or amendment of the foregoing documents, except where prohibited by law
0 to do.

7.2 FURTHER ACTS, ETC. Bomower will, at the cost of Borrower, and without
expense to Lender, do, execute, acknowledge and deliver all and every such further acts, deeds,
conveyances, mortgages, assignments, notices of assignments, transfers and assurances as Lender
shall, from time to time, reasonably require, for the better assuring, comveying, assigning,
transferring, and confirming unto Lender the property and rights hereby mortgaged, granted,
bargained, sold, conveyed, confirmed, pledged, assigned, warranted and transferred or intended now
or herzafter so to be, or which Borrower may be or may hereafter become bound to convey or assign
to Lender, or for carrying out the intention or facilitating the performance of the terms of this
Security Instrument or for filing, registering or recording this Security Instrument, or for complying
with all Applicable Laws. Borrower, on demand, will execute and deliver and hereby authorizes
Lender to execute in the name of Borrower or without the signature of Borrower to the extent Lender
may lawfully do so, one or more financing statements, chatie} mortgages or other instruments, to
evidence more effectively the security interest of Lender in the Property. Borrower grants to Lender
an irrevocable power of attorney coupled with an interest for the purpose of exercising and
perfecting any and all rights and remedies available to Lender at law and in equity, including withour
limitation such rights and remedies available to Lender pursuant to this Section 7.2.

7.3 CHANGESIN TAX, DEBT, CREDIT AND DOCUMENTARY STAMP LAWS.

(a) If any law is enacted or adopted or amended after the date of this Security
Instrument which deducts the Debt from the value of the Property for the purpose of taxation or
which imposes a tax, either directly or indirectly, on the Debt or Lender's interest in the Property,
Borrower will pay the tax, with interest and penalties thereon, if any. If Lender is advised by counsel
chosen by it that the payment of tax by Borrower would be unlawful or taxable tc Lender or
unenforceable or provide the basis for a defense of usury, then Lender shall have the opticn by
written notice of niot less than ninety (90) days to declare the Debt immediately due and payable.

®) Borrower will not claim or demand or be entitied to any credit or credits on
account of the Debt for any part of the Taxes or Other Charges assessed against the Property, or any
part thereof, and no deduction shail otherwise be made or claimed from the assessed value of the
Property, or any part thereof, for real estate tax purpeses by reason of this Security Instrument or the
Debt. If such claim, credit or deduction shall be required by law, Lender shall have the option, by
written notice of not less than ninety (90) days, to declare the Debt immedistely due and paysble,
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subdivision of any such State shall require revenpe or other stamps to be affixed to the Note, this
Security Instrument, or any of the Other Security Documents o7 impose any other tax or charge on
the same, Borrower will pay for the same, with interest and Penalties thereon, if any.

74  ESTOPPFL CERTIFICATES.

(b) Borrower shal] use its
duly executed estoppel cery
such facts regarding the Le

©
at Lender's request,
certificate
substance

75  REPLA
Lender as to the loss,
which is not of public
cancellation of such Not
replacement Note or Cther Security Document, dated
mutilated Note or Other Security Document in the same principal am,
like tenor.

Borrower defauit in the Fepayment of the Debg
Can recover the Debt by a sale of the Property.
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§2  NOSALE/ENCUMBRANCE. Except as set forth in Section 8.3, Borrower agrees
that Borrower shall not, without the prior written consent of Lender, sell, convey, mortgage, grant,
bargain, encumber, pledge, assign, or otherwise transfer the Property or any part thereof or it
the Property or any part thereof to be sold, conveyed, mortgaged, granted, bargained, encumbered,
pledged, assigned, or otherwise transferred.

3.3 SALE/ENCUMBRANCE DEFINED. A sale, conveyance, mortgage, grant,
bargain, encumbrance, pledge, assignment, or transfer within the meaning of this Article 8 shall be
deemed to include, but not limited to, (a) an installment sales agreement wherein Borrower agrees
to sell the Property or any part thereof for a price to be paid in installments; (b) an agreement by
Baorrower leasing ali or a substantial part of the Property for other than actual occupancy by a space
tenant thereunder or a sale, assignment or other transfer of, or the grant of a security interest in,
Borrower's right, title and interzst in and to any Leases or any Rents: (c) if Borrower, any Guarantor,
any Indemnitor, or if any general partner or managing member of Borrower, Guarantor or Indemnitor
is a corporation, the voluntary or involuntary sale, conveyance, transfer or pledge of such
corporation's stock (or the stock of any corporation directly or indirectly controlling such corporation
by operation of law or otherwise) or the creation or issuance of new stock by which an aggregate of
more than 10% of such corporation’s stock shall be vesied in a party or parties who are not now
stockholders; (d) if Borrower, any Guarantor or Indemnitor or any general partner or managing
member of Borrower, any Guarantor or Indemnitor is a limited or general partnership or Jjoint
venture, the change, removal or resignation of a general partner or managing partner, or the transfer
or pledge of the parnership interest of any general partrer or managing partner of such partnership
or any profits or proceeds relating to such partnership interest or the transfer of more than 49% i
the aggregate of any limited partmership interests in such partnership whether in one ransfer or a
series of transfers; (e) if Borrower, any Guarantor or Indemnitor or any general partner or managing
member of Borrower, any Guarantor or Indemnitor is a limited liability company, the change,
removal or resignation of the managing member of such company, or the transfer or pledge of the
membership interest of the managing member of such company or any profits or proceeds relating
to such membership interest or the transfer of more than 49% in the aggregate of any membership
interests in such company whether in one transfer or a series of transfers; and (f) without limitation
to the foregoing, any voluntary or involuntary sale, transfer, conveyance or pledge by any person or
entity which directly or indirectly controls Borrower (by operation of law or otherwise) (a
"Principal") of its direct or indirect controlling interest in Borrower. Notwithstanding the foregoing,
transfer by devise or descent or by operation of law upon the death of a partoer, member or
stockholder of Borrower, any Guarantor or Indemnitor or any general pariner or managing member
thereof or any Principal shall not be deemed to be 2 sale, conveyance, morigage, grant, bargain,
encumbrance, pledge, assignment, or transfer within the meaning of this Article §.

84  LENDER'S RIGHTS. Lender reserves the right to condition the consent required
hereunder upon a modification of the terms hereof and on assumption of the Note, this Security
Instrument and the Other Security Documents ag so modified by the proposed transferee, payment
of a processing fee of $2,000 upon any request for transfer, payment of a transfer fes of one percent
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pledge, assignment, or transfer of the Property.
9 - PREPAYMENT

PREPAYMENT BEFORE EVENT OF DEFAULT. The Debt may be prepaid
only in strict accordance with the express terms and conditions of the Note including the payment
of any Prepayment Consideration (as defined in the Note).

52  PREPAYMENT AFTER EVENT OF DEFAULT. If a Default Prepayment
(defined below) occurs, Borrower shall pay to Lender the entire Debt, including without limitation,
the Prepayment Consideration (as defined in the Note). For purposes of this Section 9.2, the term
“Default Prepayment” shali mean a prepayment of the principal amount of the Note made after the

occurrence of any Event of Default or an acceleration of the Maturity Date (as defired in the Note)
tation, a prepayment occuzring i

10 - DEFAULT

10.1 EVENTS OF DEFAULT. The ccurrence of any one or more of the following
events shall constitute an "Event of Default”: (a) if any portion of the Debt is not paid prior to the
tenth (10th) day after the same is due or if the entire Debt i
(b} if any of the Taxes or Oth i id pri
except to the extent sums s
Lender in accordance wi

148111.14WPs 13




32223

3.7 or 4.2 or Articles 8 or 13; (e) if any representation or warranty of Borrower, Indemnitor or any
person guaranteeing payment of the Debt or any portion thereof or performance by Borrower of any
of the terms of this Security Instrument (a "Guarentor"), or any general partner, principal or
beneficial owner of any of the foregoing, made herein or in the Environmental Indemnity (defined
below) or any guaranty, or in any certificate, report, i

document furnished to Lender shall ha

or insolvent, or seeking reorganization, adjustmen, liquidation, dissolution or other relief with
respect to it or its debis, or (B) seeking appointment of a receiver, trustee, custodian or other similar
official for it or for ali or any substantial part of its assets, or Borrower or any general partner or
managing member of Borrower, or any Guaranto

for the benefit of its creditors; or (ii) there shall

approval of, or acquiescence in, any of (1), (i), or (iii) above; or (v)
Borrower or any general partner or managing member of Borrower, or any Guarantor or Indemnitor
shall generally not, or shall be unable to, or shall wnability to, pay its debts as they
become due; (8) if Borrower shall be in cable notice or cure period under
any other mortgage, deed of trust, deed

of the Property whether ; i

becomes subject to any

evidence referred to in Section 5.9

period occurs under that certain environmental indemnity agreement dated the date hereof given by
Borrower and Prestige Care, Inc., Phillip G. Fogg, Richand B, Delamarter, Harold G, Delamarzer,
and Gregory Vislocki ("Indemnitor") to Lender (the "Environmental Indemnity") and such default
continues afler the expiration of applicable notice and grace periods, if any; (1) if any default beyond
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any applicable notice or cure period occurs under any guaranty or indemnity execiuted in connection
herewith and such default continues after the expiration of applicable grace periods, if any; (m) if
for any reason, Borrower shall not keep in full force and effect the license necessary to operate the
Property as set forth in Section 4.1 hereof or any Certificate of Need (if applicable) is revoked; or
(n} if for more than ten (10) days after notice from Lender, Borrower shall continue to be in default
under any other term, covenant or condition of the Note, this Security Instrument or the Other
Security Documents in the case of any default which can be cured by the payment of a sum of money
or for thirty (30) days after notice from Lender in the case of any other default, provided that if such
default cannot reasonably be cured within such thirty (30) day period and Borrower shall have
commenced to cure such default within such thirty (30) day period and thereafter diligently and
expeditiously proceeds 1o cure the same, such thirty (30) day period shall be extended for so long
as it shall require Borrower in the exercise of due diligence to cure such default, it being agreed that
no such extension shall be for a period in excess of sixty (60) days.

11 - RIGHTS AND REMEDIES

1.1 REMEDIES. Upon the occurrence of any Event of Default, Borrower agrees that
Trustee or Lender may take such action, without notice or demand, as it deems advisable to protect
and enforce its rights against Borrower and in and to the Property, including, but not limited to, the
following actions, each of which may be pursued concurrently or otherwise, at such time and in such
order as Trustee or Lender may determine, in its sole discretion, without impairing or otherwise
affecting the other rights and remedies of Trustee or Lender: (a) declare the entire unpaid Debt to
be immediately due and payable; (b) institute proceedings, judicial or otherwise, for the complete
foreclosure of this Security Instrument under any applicable provision of law in which case the
Property or any interest therein may be sold for cash or upon credit in one or more parcels or in
several interests or portions and in any order or manner: () with or without entry, to the extent
permitted and pursuant to the procedures provided by applicable law, institute proceedings for the
partial foreclosure of this Security Instrument for the portion of the Debt then due and payable,
subject to the continuing lien and security interest of this Security Instrument for the balance of the
Debt not then due, unimpaired and without loss of priority; (d) sell for cash or upon credit the
Property or any part thereof and all estate, claim, demand, right, title and interest of Borrower therein
and rights of redemption thereof, pursuant to power of sale or otherwise, at one or more sales, as an
entity or in parcels, at such time and place, upon such terms and after such notice thereof as may be
required or permitted by law; (e) institute an action, suit or proceeding in equity for the specific
performance of any covenant, condition or agreement contained herein, in the Note or in the Other
Security Documents; (£) recover judgment on the Note either before, during or after any proceedings
for the enforcement of this Security Instrument or the Other Security Documents; (g) apply for the
appointment of a receiver, trustee, liquidate or conservator of the Property, without notice and
without regard for the adequacy of the security for the Debt and without regard for the selvency of
Borrower, any Guarantor, Indemnitor or of any person, firm or other entity liable for the payment
of the Debt; (h) subject to any applicable law, the license granted to Borrower under Section 1.2 shall
automatically be revoked and Lender may enter into or upon the Property, either personally or by
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its agents, nominees or attorneys and dispossess Borrower and its agents and servants therefrom,
without liability for trespass, damages or otherwise and exclude Borrower and its agents or servants
wholly therefrom, terminate any management agreement then in effect, and take possession of all
books, records and accounts relating thereto and Borrower agrees to surrender possession of the
Property and of such books, records and accounts to Lender upon demand, and thereupon Lender
may (i) use, operate, manage, control, insure, maintain, repair, restore and otherwise deal with all
and every part of the Property and conduct the business thereat; (ii) complete any construction on
the Property in such manner and form as Lender deems advisable; (iii) make aiterations, additions,
renewals, replacements and improvements to or on the Property; (iv) exercise all rights and powers
of Borrower with respect to the Property, whether in the name of Borrower or otherwise, including,
without limitation, the right to make, cancel, enforce or modify Leases, obtain and evict tenants, and
demand, sue for, collect and receive all Rents of the Property and every part thereof; (v) require
Borrower to pay monthly in advance to Lender, or any receiver appointed to collect the Rents, the
fair and reasonable rental value for the use and occupation of such part of the Property as may be
occupied by Borrower; (vi) require Borrower to vacate and surrender possession of the Property to
Lender or to such receiver and, in default thereof, Borrower may be evicted by summary proceedings
or otherwise; and (vii) apply the receipts from the Property to the payment of the Debt, in such order,
priority and proportions as Lender shall deem appropriate in its sole discretion after deducting
therefrom all expenses (including reasonable attorneys' fees) incurred in connection with the
aforesaid operations and all amounts necessary to pay the Taxes, Other Charges, insurance and other
expenses in connection with the Property, as well as just and reasonable compensation for the
services of Lender, its counsel, agents and employess; (i) exercise any and all rights and remedies
granted to a secured party upon default under the Uniform Commercial Code, including, without
limiting the generality of the foregoing: (i) the right to take possession of the Personal Property or
any part thereof, and to take such other measures as Lender may deem necessary for the care,
protection and preservation of the Personal Property, and (i) request Borrower at its expense to
assemble the Personal Property and make it available to Lender at a convenient place acceptable to
Lender. Any notice of sale, disposition or other intended action by Lender with respect to the
Personal Property sent to Borrower in accordance with the provisions hereof at least five (5) days
prior to such action, shall constitute commercially reasonable notice to Borrower; (j) apply any sums
then deposited in the Escrow Fund and any other sums held in escrow or otherwise by Lender in
accordance with the terms of this Security Instrument or any Other Security Document to the
payment of the following items in any order in its uncontrolled discretion: (i) Taxes and Other
Charges; (i) Insurance Premiums; (iii) Interest on the unpaid principal balance of the Note; (iv)
Amortization of the unpaid principal balance of the Note; {v) All other sums payable pursuant to the
Note, this Security Instrument and the Other Security Documents, including without limitation
advances made by Lender pursuant to the terms of this Security Instrument; (k) surrender the
Policies maintained pursuant to Article 3 hereof, collect the unearned Insurance Premiums and apply
such sums as a credit on the Debt in such priority snd proportion as Lender in its discretion shall
deem proper, and in connection therewith, Borrower hereby appoints Lender as agent and attorney-
in-fact (which is coupled with an interest and is therefore irrevocable) for Borrower to collect such
Insurance Premiums; (1) pursue such other remedies as Lender may have under applicable law; or
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{m) apply the undisbursed balance of any Net Proceeds Deficiency deposit, together with interest
thereon, to the payment of the Debt in such order, priority and proportions as Lender shall deem to
be appropriate in its discretion to the payment of the Debt.

In the event of a sale, by foreclosure, power of sale, or otherwise, of less than ai] of
the Property, this Security Instrument shall continue as a lien and security interest on the remaining
portion of the Property unimpaired and without loss of priority. Notwithstanding the provisions of
this Section 11.1 to the contrary, if any Event of Default as described in clause (i) or (ii) of
Subsection 10.1(f) shail occur, the entire unpaid Debt shall be automatically due and payable.
without any further notice, demand or other action by Lender.

1.2 APPLICATION OF PROCEEDS. The purchase money, proceeds and avails of
any disposition of the Property, or any part thereof, or any other sums collected by Lender pursuant
to the Note, this Security Instrument or the Other Security Documents, may be applied by Lender
to the payment of the Debt in such priority and proportions as Lender in its discretion shall deem

proper.

113 RIGHT TO CURE DEFAULTS. Upon the occurrence of any Event of Default,
Lender may, but without any obligation to do so and without notice to or demand on Borrower and
without releasing Borrower from any obligation hereunder, make or do the same in such manner and
to such extent as Lender may deem necessary to protect the security hereof. Lender is authorized
to enter upon the Property for such purposes, or appear in, defend, or bring any action or proceeding
to protect its interest in the Property or to foreclose this Security Instrument or collect the Debt, and

the cost and expense thereof (including reasonable attorneys' fees to the extent permitied by law),
with interest as provided in this Section 1 1.3, shall constitute a portion of the Debt and shall be due
and payable to Lender upon demand. All such costs and expenses incurred by Lender in remedying
such Event of Default or such failed payment or act or in appearing in, defending, or bringing any
such action or proceeding shall bear interest at the Default Rate, for the period after notice from
Lender that such cost or expense was incurred to the date of payment to Lender. All such costs and
expenses incurred by Lender together with interest thereon calculated at the Default Rate shall be
deerned to constitute a portion of the Debt and be secured by this Security Instrument and the Other
Security Documents and shall be immediately due and payable upon demand by Lender therefor.,

114 ACTIONS AND PROCEEDINGS. Lender has the right to appear in and defend
any action or proceeding brought with respect to the Property and 1o bring any action or proceeding,
in the name and ou behalf of Borrower, which Lender, in its discretion, decides should be brought
to protect its inierest in the Property.

1.5 RECOVERY OF SUMS REQUIRED TO BE PAID. Lender shal have the right

from time to time to take action to recover any sum or sums which constitute a part of the Debt as
the same become due, without regard to whether or not the balance of the Debt shall be due, and
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116 EXAMINATION OF BOOKS AND RECORDS. Lender, its agents, accountants
and attorneys shall have the right to examine the records, books, management and other papers of
Borrower and jts Affiliates or 1tor whi their financia]
condition, at the Property or at i i i
Guarantor or Inde

Y with any request
reclose this Security
or the Other Security

whole or any part of the Property, or

(iii) any agreement or stipulation by
erwise modifying or Supplementing the terms of the
ecurity Documents,

risk of loss or damage to the Propenty is on Borrower, ang

whatsoever for decline in valye of the Property, for failure t0 maingajy,
i insurance in force 5 adequate as 1o the amount of

judici relief, if any such

Trustee or Lender may resort for the paymaent of the Debs ¢ any oiher security
der in such order and manner as Lender, in jts discretion,
ction 10 recover the Debt, of any portion
hereof without prejudice to the right of Trus
Instrument. The rights
distinct and Cumulative




or and Indemnitor are not limited to the
the foregoing, nothing herein shaj) inhibis
nent or exercising any other
and the Other Security
any other sequence. A
€T, whether or not action
other person or entity is joined
t not the cbligation to Jjoin and
or judiciai proceadings or actiong initiated
2 or Section 13.4,
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11.11 RIGHT OF ENTRY. Lender and its agents shall have the right to enter and inspect
the Property at al} r2asonable times.

12.1 'ARRANTIES. To the best

of Borrower's )

{1) m

1s issued pursuang thereto and

in writing pursusnt io the written reporis resulting from the

environmental assessments of the Property delivered to Lender (the "Environmenta] Report"y; (b)

there are no past, Present or threatened Releases (defined below) of Hazardous Substances in, on,

under or from the Property except as described in the Environmentaj Report; (c) there is ng threat

of any Release of Hazardoys Substances migrating to the Pro

Environmental Report; (d) there is no past or presen; non-compli
with permits issued pursuant thereto, in connection with the p
Environmenta] Report; (¢) Borrower does not know of, and has

Substances in, on, under or from the Property and/or 1o the
Property.

"Environmental Law" means any , laws,

» Ordinances, rules, regulations and the lik n law, relating to protection

of human health or the environment, relating to Hazardoug Substances, relating to liability for or
costs of Remediation or prevention of Releases of Hazardous Substances or relating o liability for
"Environmenta]
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shall be entitled to rely on such reports and other results thereof; (f) Borrower shall, at its soie cost
and expense, comply with all reasonable written requests of Lender to (i) reasonably effectuate
Remediation of any condition (including but not limited to a Release of 8 Hazardous Substance) in,
on, under or from the Property; (ii) comply with any Environmental Law:; (i1i) comply with aty
directive from any governmental authority; and (iv) take any other reasonable action necessary or
appropriate for protection of human heaith or the environment; (g) Borrower shall not do or allow
any tenant or other user of the Froperty to do any act that materially increases the dangers to human
health or the environment, poses an unreasonable risk of harm to any person or entity (whether on
or off the Property), impairs or may impair the value of the Property, is contrary to any requirement
of any insurer, constitutes a public or private nuisance, constitutes waste, or violates any covenant,
condition, agreement or easement applicable to the Property; and (h) Borrower shall immediately
notify Lender in writing of (A) any presence or Releases or threatened Releases of Hazardous
Substances in, on, under, from or migrating towards the Property; (B) any non-compliance with any
Environmental Laws related in any way to the Property; (C) any actual or potential Environmental
Lien; (D) any required or proposed Remediation of environmenta conditions relating to the
Property; and (E) any written or oral notice or other communication which Borrower becomes aware
from any source whatsoever (including but not limited to a governmental entity) relating in any way
to Hazardous Substances or Remediation thereof, possible liability of any person or entity pursuant
to any Environmental Law, i conditions in connection

this Article 12.

123  LENDER'
including but not limi
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damages, foreseeabje and

quential damages, kind or natyre (including but not limited 1o

atiorneys' fees and other costs of defense) (the "Losses") imposed Hpon or incurred by or asserted
against any Indemnified Parties and directly or Indirectly arising out of or in any way relating to any
One or more of the following, €XCept to the extent following relate solely to an Indemnified

or be in compliance with any
or services or the fumj
thereof; () the fail

thereof in 2 timely fashion

which this Security Instrumen; is made; (g) any failure of the Property to be in compliance with any
Applicable Laws; (h) the enforcement by any Indemnified Party of the provisions of this Article 13;
(i) any and all claims and demands whatsoever which may be asserted against Lender by reason of
any alleged obligations of undertakings op jts part 0 perform or discharge any of the terms,
“ovenants, or agreements contained in any Lease; (j) the payment of any Commission, charge or
brokerage fee to anyone which may be Payable in connection with the funding of the joan eviderp

by the Note and secured ] i ; i i
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3. ERISA HVDEMNIFICATION . Borrower shall, at its sole cost and expense, protect,
mnify, release and hold harmless the Indemnified Parties from ang against any and aj]
Losses (including, i i
and settlement of
prohibited loan, and j
may be required, in Lender's
of a default under Section 5.9,

Cirred in the investigation, defense,

any personal injury,
or tort law theory,
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14.5 SURVIVAL. The indemnifications made pursuant to Sections 13.3 and 13.4 and the
representations and warranties, covenants, and other obligations arising under Article 12, shail
continue indefinitely in full force and effect and shall survive and shall in no way be impatred by:
any satisfaction or other termination of this Security Instrument, any assignment or other transfer
of all or any portion of this Security Instrument or Lender's interest in the Property (but, in such case,
shall benefit both Indemrified Parties and any assignee or transferee), any exercise of Lender's rights
and remedies pursuant hereto including but not limited to foreclosure or acceptance of a deed in lieu
of foreciosure, any exercise of any rights and remedies pursuant to the Note or any of the Other
Security Documents, any transfer of all or any portion of the Property (whether by Borrower or by
Lender following foreclosure or acceptance of a deed in lieu of foreclosure or at any other time), any
amendment to this Security Instrument, the Note or the Other Security Documents, and any act or
omission that might otherwise be construed as a release or discharge of Borrower from the
obligations pursuant hereto.

146 WAIVER OF TRIAL BY JURY. BORROWER HEREBY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY LAW, THE RIGHT TO TRIAL BY JURY IN ANY
ACTION, PROCEEDING OR COUNTERCLAIM, WHETHER IN CONTRACT, TORT OR
OTHERWISE, RELATING DIRECTLY OR INDIRECTLY TO THE LOAN EVIDENCED BY
THE NOTE, THE APPLICATION FOR THE LOAN EVIDENCED BY THE NOTE, THE NOTE,
THIS SECURITY INSTRUMENT OR THE OTHER SECURITY DOCUMENTS OR ANY ACTS
OR OMISSIONS OF LENDER, ITS OFFICERS, EMPLOYEES, DIRECTORS OR AGENTS IN
CONNECTION THEREWITH.

15 - EXCULPATION

151 EBEXCULPATION. Except as otherwise provided, Lender shall not enforce the
liability and obligation of Borrower to perform and observe the obligations contained in the Noie
or this Security Instrument by any action or proceeding wherein a money judgment shali be sought
against Borrower, except that Lender may bring a foreclosure action, action for specific performance
or other appropriate action or proceeding to enable Lender to enforce and realize upon this Security
Instrument, the Other Security Documents, and the interest in the Property, the Rents and any other
collateral given to Lender created by this Security Instrument and the Gther Security Documents;
provided, however, that any judgment in any action or proceeding shall be enforceable against
Borrower only to the extent of Borrower's interest in the Property, in the Rents and in any other
collateral given to Lender. Lender, by accepting the Note and this Security Instrument, agrees that
it shall not, except as otherwise provided in Section 1 1.10, sue for, seek or demand any deficiency
judgment against Borrower in any action or proceeding, under or by reason of or under or in
connection with the Note, the Other Security Documents or this Security Instrument.

152 RESERYVATION OF CERTAIN RIGHTS. The provisions of Section 15.1 shall
not (a) constitute a waiver, releass or impairment of any abligation evidenced or secured by the Note,
the Other Security Documents or this Security Instrument; (b) impair the right of Lender to name
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Borrower as a party defendant in any action or suit for judicial foreclosure and safe under this

validity or enforceability of any indemnity, guaranty, master lease

onnection with the Note, this Security Instrument, or the Other
Security Documents; (d) impair the right of Lender to obtain the appointment of a receiver, (e)
impair the enforcement of the Assignment of Leases and Rents executed in connection herewith; 6]
impair the right of Lender to obtain a deficiency judgment or judgment on the Note against Borrower
if necessary to obtain any insurance proceeds or condemnation swards to which Lender would be
otherwise entitled under this Security Instrument, provided, however, Lender shall only enforce such
judgment against the insurance proceeds and/or condemnation awards; or {g) impair the right of
Lender to enforce the provisicns of Sections 1 1.10, 12.2, 13.3 and 13.4 of this Security Instrument.

153  EXCEPTIONS TO EXCULPATION. Notwithstanding the provisions of this
Article to the contrary, Borrower shall be personally liable to Lender for the Losses it incurs due to
entional misrepresentation by Borrower or any other person or entity in connection

the occurrence of an Event of Default; (iii) Borrower's misappropriation of tenant security deposits
or Rents collected in advance; (iv) the misapplication or the misappropriation of insurance proceeds
or condemnation awards; (v) Borrower's failure to pay Taxes, Insurance Premiums, Other Charges
(except to the extent that sums sufficient to pay such amounts have been deposited in escrow with
Lender pursuant to the terms of this Security Instrument), charges for labor or materials or other
charges that can create liens on the Property; (vi) Borrower's fail

of Sections 5.9, 12.1 or 12.2 of thi i

amounis necessary o repair or re

of Borrower.

154 RECOURSE. Notwithstanding the foregoing, the agreement of Lender not 1o pursue
recourse liability as set forth in Section 15.1 above SHALL BECOME NULL AND VOID and shall
orrower’s default under Sections 3.1 1,420r82

3 party controlling,
wer (the "Borrowing Group") or (B) in which any
g Group objects to a motion by Lender for relief from any siay or injunction
e foreclosure of thig Security Instrument or any other remedial action permitted hereunder
or under the Note or the Other Security Documents,

155 BANKRUPTCY CLAIMS. Nothing herein shall be deemed to be a waiver of any
right which Lender may have under Sections 506(a), 566(b), 111 1(b) or any oiher provisions of the

to Lender in acco
with the Note, this Security Instrument and the Other Security Documents,

148111.14WPs
47




» (i) one (1) B

ed for overnight delivery with any reputable

three (3) Business Days after having been deposited in any post o

maintained by the U, Postal Service and sent by registered ¢
Teturn receipt requested, addressed as follows:

Eldorado Heights, L.L.C.
501 SE Columbig Sh
Vancouver, Washington 98551
Atin.: Steven C, Fogg

Facsimile No.: (360) 7359416

If to Borrower:

Foster, Pepper & Shefelman

101 SW Main Street, Suite 1500
Portland, Cregon 97204

Atin.: Michae] Silvey, Esq.
Facsimile No.: (503) 221-1510

With a copy to:

Ifto Lender:

Dynex Healthcare, Inc,
Executive Centey #2, 3rd Floor
1040 Broad Street
Shrewsbury, New Jerse
Atta.: Eric Smith
Facsimile No.. (732) 578-0501

y 07702

Arter & Hadden LLpP

1801 X Street, N.W., 4th Floor
Washington, D.C. 2000s
Attn.: Carla Calobrisi, Esq.
Facsimile No.: (202) 857-0172

With a copy to:

or addressed as such party may from time to time designate by written notice o the

Either i
subsequent notices op

party by notice to the other
commumications,

148111 tawps

usiness Day (defined below)

after
overnight courier service, or (iii)
ffice or mai} depository regularfy
T certified mail, postage prepaid,

ores Boulevard, Suite 300

other parties,




32244

For purposes of this Subsection, "Business Day" shall mean a day on which
commercial banks are not authorized or required by law to close in Richmond, Virginia.

17 - SERVICE OF PROCESS
17.1 CONSENT TO SERVICE.

Borrower will maintain a place of business or an agent for service of process in
Klamath County, Oregon, and give prompt notice to Lender of the address of such place of business
and of the name and address of any new agent appointed by it, as appropriate. Borrower further
agrees that the failure of its agent for service of process to give it notice of any service of process
will not impair or affect the validity of such service or of any judgment based thereon. If, despite
the foregoing, there is for any reason no agent for service of process of Borrower available 10 be
served, then Borrower irrevocably consents to service of process by registered or certified mail,
postage prepaid, to it at its address given in or pursuant to the first paragraph hereof.

18 - APPLICABLE LAW

18.1 CHOICE OF LAW. This Security Instrument shall be governed, construed, applied
and enforced in accordance with the laws of the state in which the Property is located and the
applicable laws of the United States of America.

18.2 USURY LAWS. This Security Instrument and the Note are subject to the express
condition that at no time shall Borrower be obligated or required to pay interest on the Debt at a rate
which could subject the holder of the Note to either civi! or criminal liability as a result of being in
excess of the maximum interest rate which Borrower is permitted by applicable law to contract or
agree to pay. If by the terms of this Security Insirument or the Note, Borrower is at any time
required or obligated to pay interest on the Debt at a rate in excess of such maximum rate, the rate
of interest under the Security Instrument and the Note shall be deemed to be immediately reduced
to such maximum rate and the interest payable shali be computed at such maximum rate and all prior
interest payments in excess of such maximum rate shall be applied and shall be deemed to have been
payments in reduction of the principal balance of the Note. All sums paid or agreed to be paid to
Lender for the use, forbearance, or detention of the Debt shall, to the extent permitted by applicable
law, be amortized, prorated, allocated, and spread throughout the full stated term of the Note until
payment in full so that the rate or amount of interest on account of the Debt does not exceed the
maximum lawful rate of interest from time to time in effect and applicable to the Debt for so long
as the Debt is outstanding.

18.3 PROVISIONS SURJECT TO APPLICABLE LAW. All rights, powers and
remedies provided in this Security Insqument may be exercised only to the extent that the exercise
thereof does not violate any applicable provisions of law and are intended to be limited to the extent

143111.16WP6
49




32245

assign the Note,

A rvicing rights with

Tespect thereto, or grant participations therein or issue mortgage pass-through certificates or other
securities evidencing a beneficial interest in a rated or unrated public offering or private placement
(the "Securities"). Lender may forward to each purchaser, transferee, assignee, servicer, participant,
investor in such Securities or any rating agency (a "Rating Agency") rating such Securities (all of
the foregoing entities collectively referred to as the "Investor") and each prospective Investor, al]
documents ard information which Lender niow has or may bereafter acquire relating to the Debt and
to Borrower, any Guarantor, any Indemnitor and the Property, whether furnished by Borrower, any
Guarantor, any Indemnitor or otherwise, as Lender determines necessary or desirable. Borrower,
any Guarantor and any Indemnitor agree Yo cooperate with Lender in conrection with any transfer

rsuant to this Section, including, without limitation, the delivery

Investors or Rating Apgency any and all available information concerning the Property,

the financial condition of Borrower, any Guarantor and any Indemnitor as may be requested by
Lender, any Investor or any prospective Investor or Rating Agency in connection with any sale,
transfer or participation interest.

29 - COSTS

of reappraisal of the Property or any part thereof, which are required by law,
governmental or quasi-governmental authority. Borrower hereby acknowledges
immediately, with or without demsad, all such fees (as the same may be increased
time to time), and any additional fees of a similar type or
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from time to time, upon the occurrence of any Event. Wherever it is provided for herein that
Borrower pay any cosis and expenses, such costs and expenses shall include, but not be iimited to,
all reasonable legal fees and disbursements of Lender, whether of retained finus, the reimbursement
for the expenses of in-house staff or otherwise.

202 ATTORNEY'S FEES FOR ENFORCEMENT. (a) Borrower shall pay all
reasonable legal fees incurred by Trustee or Lender in connection with the preparation of the Note,
this Security Instrument and the Other Secusity Documents, and (b) Borrower shall pay to Trustee
or Lender on demand any and all expenses, including legal expenses and attorneys' fees, incurred
or paid by Trustee of Lender in protecting its interest in the Property or in collecting any amount
payable hereunder or in enforcing its rights hersunder with respect to the Property, whether or not
any legal proceeding is commenced hereunder or thereunder and whether or not any defauit or Event
of Default shall have occurred and is continuing, together with interest thereon at the Defauit Rate
from the date paid or incurred by Trustee or Lender until such expenses are paid by Borrower.

21 - DEFINITIONS

21.1 GENERAL DEFINITIONS. Unless the context ciearly indicates a contrary intent
or unless otherwise specifically provided herein, words used in this Security Instrument may be used
interchangeably in singular or plural form and the word "Borrower” shall mean "each Borrower and
any subsequent Owner Or OWners of the Property or any part thereof or aay interest therein,” the word
"Lender” shall mean "Lender and any subsequent holder of the Note," the word "Note" shall mean
"the Note and any other evidence of indebtedness secured by this Security Instrument,” the word
"person" shall include an individual, corporation, partnership, trust, unincorporated association,
government, governmental authority, and any other entity, the word "Property” shall include any
portion of the Property and any interest therein, and the phrases "attorneys' fees”, "legal fees" and
"counsel fees" shail include any and all reasonable attorneys', paralegeal and law clerk fees and
disbursements, including, but not limited to, fees and disbursements at the pre-trial, trial and
appellate levels incurred or paid by Lender in protecting its interest in the Property, the Leases and
the Rents and enforcing its rights hereunder.

32 - MISCELLANEGUS PROVISIONS

721 NO ORAL CHANGE. This Security Instrument, and any provisions hereof, may
not be modified, amended, waived, extended, changed, discharged or terminated orally or by any act
or failure to act on the part of Borrower or Lender, but only by an agreement in writirg signed by
the party against whom enforcement of any modification, amendment, waiver, exiension, change,
discharge or termination is sought.

229 SUCCESSORS ANMD ASSIGNS. This Security Instrument shall be binding upon
and inure to the benefit of Borrower and Lender and their respective successors and assigns forever.
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223 INAPPLICABLE PROVISIONS. If any term, covenant or condition of the Note
or this Security Instrument is held to be invalid, illegal or unenforosshle in any respect, the Note and
this Security Instrument shall be construed without such provision.

224 HEADINGS,ETC. The headings and captions of various Sections of this Security
Instrument are for convenience of reference only and are not to be construed as defining or limiting,
in any way, the scope or intens of the provisions hereof,

TS. This Security Instrument may
uplicate original shall be deemed 1o be

22.6 NUMBER AND GENDER. Whenever the context may require, any pronouns used
herein shall include the corresponding masculine, feminine or neuter forms, and the singular form
of nouns and pronouns shall include the plural and vice versa,

22.7 SUBROGATION. If any or all of the proceeds of the Note have been used to
extinguish, extend or renew any indebtedness heretofore existing against the Property, then, to the
extent of the funds so used, Lender shall be subrogated 0 all of the rights, claims, liens, titles, and
interests existing against the Property heretofore held by, or in favor of, the holder of such
indebtedness and such former rights, claims, liens, titles, and interests, if any, are not waived but
rather are continued in full force and effect in favor of Lender and are merged with the lien and
security interest created herein as cumulative security for the repayment of the Debt, the performance
and discharge of Bomower's obligations hereunder, under the Note and the Other Security
Documents and the performance and discharge of the Other Obligations.

22.8 SUBSTITUTION OF TRUSTEE. Lender shall have the irrevocable power i be
y time or times hereafter, with or without cause, to substituie a trustee or trustees in
place of the Trustees herein named, by an instrument in writing duly executed, acknowledged and
recorded among the Land Records of the jurisdiction where the Property is located and when such
instrument is so recorded, all the estate of the Trustee thus superseded shal! terminate and all the
right, title and interest of the Trustee hereunder shal be vested in the trustee or trustees named as
its successor, and such Successor trustee or trustees shall have the same powers, rights and duties
which the Trustee so superseded had under this Deed of Trust, The exercise of this right 1o appoint
4 Successor rustee, no matier how often exercised, shall not be deemed an exhaustion of said right.
Irrespective of whether Trustes consists of one or more entitiss, Lender Ay NSme one oF more
entities as successor trustee as Lender may determine.
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736 ENTIRE AGREEMENY. The Nots, this Security lnsinznent and the Other Security
Documents constitute the entire understanding and agreement between Borrower and Lender with
respect to the transactions arising in connection with the Debt and supersede all prior written or oral
understandings and agreements between Borrower and Lender with respect thereto. Borrower
hereby acknowiedges that, except as incorperated in writing in the Note, this Security Instrurnent
and the Other Security Documents, there are not, and were not, and no persons are or were
authorized by Lender to make, any representations, understandings, stipulations, agreements of
promises, oral or written, with respect to the transaction which is the subject of the Note, this
Security Instrument and the Other Security Documents.

23 - THE TRUSTEE

23.1. ACCEPTANCE BY TRUSTEE. The Trustee accepts this trust when this Deed of
Trust, duly executed and acknowledged, is made a public record as provided by law.

232 COMPENSATION. The Trustee waives any statutory fee and shall accept
reasonable compensation from the Lender in lieu thereof for any services rendered by it in
accordance with the terms hereof.

733 ACTION IN ACCORDANCE WITH INSTRUCTIONS. Upon receipt by the
Trustee of instructions from the Lender at any time or from time to time, the Trustee shall give any
notice or direction or exercise any right, remedy or power hereunder or in respect of any part or ail
of the Property as shall be specified in such instructions. The Trustee may, but not need, take any
of such actions in the absence of such instructions. At any time or from time to time, upon request
of the Lender and presentation of this Deed of Trust for endersement, and without affecting the
liability of any person for payment of the Obligations, the Trustee shall reconvey all or any part of
the Property, consent to the making of any map or plat thereof, join in granting any easement
thereon, or join in any extension agresment Or any agreement subordinating the lien and estate
hersof. Either Trustee may act on behalf of both Trustees.

214 RESIGNATION. The Trustee may resign at any ime upon giving not less than
thirty (30) days’ prior notice to the Lender, but shali continue to act as trustee until its successor shall
have been chosen and qualified.

235 SUCCESSOR TRUSTEE. In the event of the death, removal, resignation or refusal
or inability of the Trustee to act, or for any reason at any time, the Lender shall have the irrevocable
power, with or without cause, without prior notice of any kind, and without applying to any court,
to select and appoint a successor trustee. Each such appointment and substitution shall be made by
notice to the Borrower, the Trustee and successor trustee and by recording notice of such in each
office in which this Deed of Trust is recorded. Such notice shall be executed and acknowledged by
the Lender and shall be conclusive proof of proper appointment of the successor trustee. Such
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successor shall not be required o give bond for the faithfisl performance of its duties unless required
by the Lender.

1 cancellation. Upon receipt of such notification and

e’s expenses, the Trustee (and, if required by law, the

portion of the Property then held hereunder

Y entitled thereto by an instrument duly

acknowledged in form for recording. The recitals in such Teconveyance of any matters or facts shall
be conclusive proof of the truthfuiness thereof. Release Fee shall mean a nominal fee charged by
the Trustee in connection with the feoonveyance of the Property, provided, however, that no Release
Fee shall be due if Lender or an Affiliate of Lender makes a loan to the Bormower to repay the Debt.
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IN WITNESS WHEREOF, this Security Instrumeny has been executeq by Borrower under
seal as of the day and year first above written.

BORROWER:

ELDORADO HEIGHTS, L.L.C, an Oregon limited
liability company

By: Prestige Senior Living, L.L.C, ap Oregon
limited liability company, its Managing
Member 7

C. Fog

O3

Managing MemE
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STATE OF _WAginieTon
COUNTY OF Clegei.

On AUEQET 21, 199R , before me, VAN AL VoINez g7
Notary Public, personally appeared Steven C. F 0gg, personally known o me (or proven 10 me on
the basis of satisfactory evidence) to be the person(s) whose name(s) is/are subscribed to the
within instrument and acknowledged tc me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or
the entity upon behalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal,

)5?//7 L/TI/L//)—MXW .#——
) e G

/.
My Commission Expires 20 [200

[Notarial Seal]

JAN M. YOUNGOQUIST
NOTARY PUBLIC

STATE OF WASHINGTON
COMMISSION EXPIRES
JANUARY 20, 2001
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