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3500 SunTrust Plaza
303 Peachiree Street, N.E.
Atlanta, Georgia 30308-3242

DEED oF Trusr A2 2607

from
NO APPLES I - KLAMATH FALLS, LL.C., as Grantor
("Borrower")

to

FIRST AMERICAN TITLE IN SURANCE
COMPANY OF OREGON, as Trustee

("Trustee”)
for the benefit of

KEYBANK NATIONAL ASS OCIATION,

as Beneficiary
("Lender")
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THIS DEED OF TRUST AND SECURITY AGREEMENT (this "Security Instrument") is
granted as of the _; or  day of December, 1998, by NO APPLES | - KLAMATK FALLS, LL.C,
a limited hability company organized under the laws of Washington, having its principal place of
business at 2810 Eastlake Avenue, Seattle, Washington 98102-3087 ("Borrower"), to First Ameircan
Title Insurance Company of Oregon, having an address at 422 Main Strest, Klamath Falls, Oregon
87601 ("Trustoe™), for the benefit of KEYBANK NATIONAL ASSOCIATION, 2 national banking
association, having an address at 127 Public Square, Cleveland, Ohio 44114 ("Lender™).

Borrower desires 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).

ARTICLE 1 - GRANTS OF SECURITY

rightsapptxmanttotbel.end, &nda!lotherinmmts,
estates, or other claims, bothinlawandincqtﬁty,which Bomwernowlmsorhauﬁsmayaoquim
in and to the Land; }
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(®)  Additional Land. Al additional lands, estates and development rights hereafier
acquired by Borrower for use in connection with the Land and the development of the Land and al]
additional lands and estates therein which may, from time to time, by supplemental mortgage or
otherwise be expressly made subject to the lien of this Security Instrument;

{c) Improvements. The buildings, structures, fixtures, additions, enlargements,
extensions, modifications, repairs, replacements and improvements now or hereafter erected or
located on the Land (the "Improvements"), including all materials now or hereafter delivered to or
located upon the Land and intended for
Improvements, all of which materials sh
immediately upen the delivery thereof to the Land;

Easements. All easements, rights-of-way or use, rights, strips and gores of land,
i ater courses i irri

> >

| enter line thereof and all the estates, rights, titles,
dower, curtesy and rights of curtesy, property, possession, claim and
demand whatsoever, both at 1aw and in equity, of Borrower of, in and to the Land and the

Improvements and every part and parcel thereof, with the appurtenances thereto;

(e) i . All machinery, uipment, fixtures (including, but not
Ty, €q :

limited to, ail heating, air conditioning, plumbing, fighting, communications and elevator fixtures) and
other property of every kind and nature whatsoever owned by Borrower, or in which Borrower hag
or shall have an interest, now or hereafier located upon the Land and the Improvements, or

appurtenant thereto, and usabl esent or future operation and occupancy of
the Land and the Improvements and all building equipment, materials and supplies of any nature
whatsoever 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” ight, ti nterest of Borrower in and to any of the Personal
Property which may be subject to any security interests, as defined in the Uniform Commercial Code,
as adopted and enacted by the Staie of Oregon (the "Uniform Commercial Cod

6] Lﬂ.ﬂm_m}_d_&gnﬁ All leases. subleases and other agreements, written or oral, now
or hereafter affecting the use, enjoyment or Gccupancy of the Land and/or the Improvements
heretofcre or he:eafter entered into and all renewals
thereto, whether before or arter th
US.C. §101 et seq.. as the same
"Leases") and ali right, title an

thereunder, including, without lim
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or securities deposited thereunder to secure the performance by the Jessees of their obligations
thereunder and all rents, additional rents, revenues, issues and profits (including all oil and gas or
other mineral royalties and bonuses) from the Land and the Improvements whether paid or accruing

i petition for relief under the Bankruptcy Code
(the "Rents") and ali p
and apply the Rents t

(g) . All proceeds of and any unearned 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 made in lieu thereof, for damage to the

ents, including interest thereon, which
perty, whether from the exercise of the

() Tax Certiorari. Al refunds, rebates or credits in connection with g reduction or
abatement in real estate taxes and assessments charged against the Property as a result of tax
certiorari or any applications or proceedings for reduction or abatement;

{j) Conversion. All proceeds of the conversion, voluntary or involuntary, of any of the
foregoing including, without ij mitation, proceeds of insurance and condemnation awards, into cash
or liquidation claims;

Rights. The right, in the name and on behalf of Borrower, to appear in and defend any
eeding brought with respect to the Property and to commence any action or proceeding
to protect the interest of Lender in the Property;

. All agreements, contracts, certificates, instruments, franchises, permits,

nd other documents, now or hereafter entered into, and all rights

\ ing or pertaining tc the use, occupation, construction, management or

operation of the Land and any part thereof and any Improvements or respecting any business or

activity conducted on the Land and any part thereof and all right, title and interest of Borrower

therein and thereunder, including, without limitation, the right, upon the occurrence and during the

continuance of an Event of Default (defined below), to receive and collect any sums payable to
Borrower thereunder:

Eﬂﬂmm. All right, title and interest of Borrower in and to any leases for
equipment now or hereafier located at, or used in connection with, the Property, including without -

limitation all leases for office equipment, maintenance and operating equipment, recreational
equipment and fixtures, telephone equipment, furniture, and furnishings;
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» trademarks, servicemarks, logos, copyrights, goodwill,
intangibles relating to or used in connection with the

(@)  Other Rights. Any and all other rights of Borrower in and to the items set forth in the
preceding subsections of this Section 1.1, including all increases, substitutions, renewals,
replacements, and accessions of and to any of the foregoing and all statutory rights and covenants in
the state of Oregon for the benefit and security of Lender.

Section 1.2 ' . Borrower hereby absolutely and
unconditionally assigns to Lender and Trustee all right, title and interest of Borrower in and to all
current and future Leases and Rents, including all the right, power, and privilege of Borrower to
cancel, terminate, or accept the surrender of the Leases, to accept prepayment of more than one
monthly installment of Rent thereunder, and to amend, modify, or abridge any of the terms,
covenants, or conditions of any of the Leases; it being intended by Borrower that this assignment
constitutes a present, absolute assignment and not an assignmen
Neverthe

subject to, the provisions of
to discharge all current sums due on the Debt for use in the payment of such sums. This assignment
shall be perfected upon its recordation in the Official Records of the

Section 1.3 SEQLZRHX_AQ@@AM 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 alf other rights and interests, whether tangible
or intangible in nature, of Borrower in the Property. By executing and delivering this Security
Instniment, Borrower hereby grants to Lender and Trustee, as security for the Obligations (defined
in Section 2.3), a security interest in the Personal Property to the full extent that the Personal
Property may be subject to the Uniform Commercial Code. The information contained in this Section
1.3 is provided in order that this Security Ins

1
filing. The name of the "debtor" is No Apples I - Klamath Falls, L. L.C.; and the name of the "secured
party” is KeyBank Nationa! Association; the mailing address of the "secured party" from which
information concerning the security interest may be obtained and the mailing address of the "debtor"
are as set forth in the preamble to this Security Instrument. The types, or the items, of collateral

items set forth hereinabove in Section
is the record owner of the Land.

Section 1.4 ELEME_QEMQMESHELQ Berrower hereby pledges to Lender any and
all monies 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 3.7) 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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Section 1.5 CONDITIONS TC GRANT. TO HAVE AND TO HOLD the above granted
and described Property unto Trustee for the use and benefit of Lender, and the successors and
assigns of Lender and Trustee, forever free from all rights and benefits under and by virtue of the
Homestead Exemption Laws of the State of Oregon (which rights and benefits are hereby expressly
released and waived); IN TRUST, WITH 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
Borrowser 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 shall 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,

ARTICLE 2 - DEBT AND OBLIGATIONS SECURED

Section2.1 DEBT. This Security Instrument and the grants, assignments and transfers
made in Article 1 are given for the purpose of securing the payment of the following, in such order
of priority as Lender may determine in its sole discretion (the "Debt"):

(a) the indebtedness evidenced by the Note in lawful money of the United States
of America;

(b) interest, default interest, late charges and other sums, as provided in the Note,
this Security Instrument or the Other Security Documents (defined below);

{c) the Prepayment Consideration and amounts due in connection with a Default
Prepayment (as defined in the Note), if any,

(d)  all other moneys agreed or provided to be paid by Borrower in the Note, this
Security Instrument or the Other Security Documents;

(e) all sums advanced pursuant to this Security Instrument to protect and preserve
the Proparty and the lien and the security interest created hereby; and

) all sums advanced and costs and expenses incurred by Lender in connection
with the Debt or any part thereof, any renewal, extension, or change of or substitution for the Debt
or any part thereof, or the acquisition or perfection of the security therefor, whether made or incurred
at the request of Borrower or Lender.

Section 2.2 R k7 ’ This Security Instrumen: and the grants,
assignments and transfers made in Article I are also given for the purpose of securing the
performance of the following (the *Other Obligations"):

(a) all other obligaticns of Borrower contained herein;
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)] each cbligation of Borrower contained in the Note and in the Other Security
Documents; and

each obligation of Borrower contained in any renewal, extension, amendment,
ation, change of, or substitution or replacement for, all or any part of the Note,
this Security Instrument or the Other Security Documents,

Section 2.3 NS. The obligations of Borrower for the
payment of the Debt and the performance of the Other Obligations shall be referred to collectively
below as the “Obligations.”

Section 2.4 EA_Y,MEM‘_S Unless Payments are made in the required amount in
immediately available funds at the place where the Note is payable, remittances in payment of all or
part cf the Debt shall not, regardless of any receipt or credit issued therefor, constitute payment

o

acceptance on account only,
¢ to be an Event of Default.

ARTICLE 3 - COVENANTS OF BORROWER
Borrower covenants and agrees that:

Section 3.1 A . Borrower will pay the Debt at the time and in the
manner previded in the Note and in this Security Instrument,

Section 3.2 INCORPORATION BY REFERENCE. All the covenants, conditions and
agreements contained in (a) the Note and (b) all and any of the documents other than the Note or this

"Other Security
and with the same fo

Section 3.3 INSURANCE.

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

(i) Em&nx_[mﬂg; Insurance with respect to the Improvements and Personal

Property insuring against any peril now or hereafter included within the classification "All
Risks of Physical Loss” in amounts at all times sufficient to prevent Borrower from becoming
a co-insurer within the terms of the applicable policies and under applicable law, but in any
event such insurance shail be maintained in an amcunt which, after application of deductible,
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shall be equal 1o the full insurable valye of the Improvements and building equipment, the
term “ful insurable value” to mean the actual replacement cost of the Improvements and
building equipment (without taking into account any depreciation, and exclusive of
excavations, footings and foundations, landscaping and paving) determined annually by an
insurer, a recognized independent insurance broker or an independent appraiser selected and
paid by Borrower and in no event less than the coverage required pursuant to the terms of any
Lease;

(i) Liability Insurance. Comprehensive general liability insurance, including bodily
injury, death and property damage liability, insurance against any and all claims, including all
legal liability to the extent insurable and imposed upon Lender and all court costs and
attorneys' fees and expenses, arising out of or connected with the possession, use, leasing,
operation, maintenance or condition of the Property in such amounts as are generally available
at commercially reasonable premiums and are generally required by institutional lenders for
properties comparable to the Property but in any event for a combined single limit of at least
35,000,000

(ii))  Workers' ti . Statutory workers' compensation
insurance with respect to any work on or about the Property;

@iv) mmmmmwm Business interruption and/or loss of “rental

income" insurance in an amount sufficient to avoid any co-insurance penalty and to provide
proceeds which will cover a period of not less than one (1) year from the date of casualty or
Ioss, the term "rental income" to mean the sum of (A) the total then ascertainable Rents
payable under the Leases and (B) the total ascertainable amount of all other amounts tg be
received by Borrower from third parties which are the legal obligation of the tenants, reduced
to the extent such amounts would not be received because of operating expenses not incurred
during a period of non-occuparcy of that portion of the Property then not being occupied;

i i surance. Broad form boiler and machinery insurance
(without exclusion for explosion) covering all boilers or other pressure vessels, machinery,
and equipment located in, on or about the Property and insurance against loss of occupancy
or use arising from any breakdown in such amounts as are generally required by institutional
lenders for properties comparable to the Property;

(vi)  Flood Insurance. If required by Subsection 5.5()) hereof, flood insurance in
an amount at least equal to the lesser of {
maximum limit of coverage available for the |
of 1968, The Flocd Disaster Protection Act
Act of 1994, as each may be amended (co

(vii) B_mldiris_&mm@mg At all 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

ATMAING: 245287 _1.WPD Big 5 Sporting Goods-Kiamath Fails, OR
6G31735-135-001 Loan No. 416127-1




45324 3
completed value form (1) on a 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 amount endorsement waiving co-insurance provisions; and

- Such other insurance with respact to the Property against
stomarily insured against and in such
ason of the type of, uses of, or location

ropeity.

(b)  Ailinsurance provided for in Subsection 3.3(2) hereof shall be obtained under
valid and enforceable policies (the "Pclicies” or in the singular, the "Policy"), and shall be issued by
either the insurers who insure the Improvements on the date of this Security Instrument or one or
more other domestic primary insurer(s) having (i) an investment grade rating or claims paying ability
assigned by one or more credit rating agencies approvad by Lender (a “Rating Agency") and (ii) a
general policy rating of A or better and a financial class of VI or better by A M. Best Company, Inc.
(or if a rating of A M. Best Company Inc. is no longer available, a similar rating from a similar or
successor service) (each such insurer shall be referred to below as a "Qualified Insurer”). All insurers

curity Instrument shall be authorized to issue insurance in the

Subsections 3.3(a)(i), 3.3(a)(v), 3.3(a)(vi) and 3.3(a)(vii) shall also contain: (1) a standard "non-

contributory mortgagee” endorsem

mount not more than that which is
customarily maintained by prudent owners of similar properties in the general vicinity of the Property,
but in nc event in excess of 310,000. The Policy referred to in Subsection 3.3(a)(i) above shall
provide coverage for contingent liability from Operation of Building Laws, Demolition Costs and
Increased Cost of Construction Endorsements together with an "Ordinance or Law Coverage" or
"Enforcement” endorsement if any of the Improvements or the use of the Property shall at any time
constitute legal non-conforming structures or uses, All Policies shall contain (i) a provision that such
Policies shall not be canceled or terminated, nor shall thev expire, without at least thirty (30) days'
prior written notice to Lender in each instance; and (ji) include effective waivers by the insurer of all
claims for Insurance Premiy
named insureds (other than
replacement Policies shall be
date of any of the Policies required to be maintained hereunder, which ¢
evidencing payment of applicable premiums (the "Insurance Premiums"). Originals or certificates of
such replacement Policies shalf be delivered to Lender promptly after Borrower's receipt thereof but
in any case within thirty (30) days after the effective date thereof. If Borrower fails to maintain and
deliver to Lender the original Policies or certificates of insurance required by this Security Instrument,
upen ten (10) days' prior notice to Borrower, Lender iay procure such insurance at the sole cost and
expense of Borrower.
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(¢)  Boirower shall comply with all insurance requirements and shall not bring or
keep or permit to be brought or kept any article upon any of the Property or cause or permit any -
condition to exist thereon which would be prohibited by an insurance requirement, or would
invalidate the insurance coverage required hereunder to be maintained by Borrower on or with
respect to any part of the Property pursuant to this Section 3.3.

Section3.4 PAYMENT OF TAXES ETC.

(a) 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 hereafter levied or
assessed or imposed against the Property or any part thereof (the "Taxes"), all ground rents,
maintenance charges and similar charges, now or hereafter 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 as same become due and payable. 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 besn 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.

®) After prior written notice to Lender, Borrower, at its own expense, may
contest by appropriate legal proceeding, promptly initiated and conducted in good faith and with due
diligence, the ameunt or validity or application in whole or in part of any of the Taxes, provided that
(i) no Event of Default has occurred and is continuing under the Note, this Security Instrument or
any of the Other Security Documents, (i) Borrower is permitted to do so under the provisions of any
other mortgage, deed of trust or deed to secure debt affecting the Property, (iii) such proceeding shall
suspend the collection of the Taxes from Borrower and from the Property or Borrower shall have
paid all of the Taxes under protest, {iv) such proceeding shall be permitted under and be conducted
in accordance with the provisions of any other instrument to which Borrower is subject and shall not
constitute a default thereunder, (v) neither the Property nor any part thereof or interest therein will
be in danger of being sold, forfeited, terminated, cancelled or lost, (vi) Borrower shall have deposited
with Lender adequaie reserves for the payment of the Taxes, together with all interest and penalties
thereon, unless Borrower has paid all of the Taxes under protest, and (vii) Borrower shall have
furnished the security as may be required in the proceeding, or as may be reasonably requested by
Lender to insure the payment of any contested Taxes, together with all interest and penalties thereon,
taking into consideration the amount in the Escrow Fund available for payment of Taxes.

Section 3.5 ESCROW FUND. In addition to the initial deposits with respect to Taxes and
Insurance Premiums made by Borrower to Lender on the date hereof to be held by Lender in escrow,
Borrower shall pay to Lender on the first day of each calendar month (a) one-twelfth of an amount
which would be sufficient to 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
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expiration thereof (the amounts in (2) and (b) above shall be called the "Escrow Fund“), Borrower

agrees to notify Lender immediateiy of any changes to the amounts, schedules and instructions for

payment of any Taxes and Insurance Fremiums of which Borrower has or obtains knowledge and

authorizes Lender or its agent to obtain the bills for Taxes and Qther Charges directly from the

appropriate taxing authority. The Escrow Fund angd the payments of interest or principal of both,
h

s they become
ying the Escrow Fund to the
made by Borrower pursuant to

€nt tc pay the items set forth
nd, an amount which Lender

(a) On the date hereof; Borrower shajj deposit with Lender to the Escrow Fund
the amount which would be sufficient to pay the Taxes Payable during the next ensuing twelye
(12) months and to pay the Insurance Premiums due ¢or the renewal of the Coverage affordeq
by the Policies upon the expiration thereof:

Borrower shajj provide
Ctual payment is made, or (j

to Lender that aj Taxes and J

in a timely manner;

Lender the amount equal 1o the
Premiums and the cumren: year's Taxes
required deposit shall be offset by any accrued interest on the Escrow Fund:

(d)  NoEvent of Default exjsts hereunder or under any other Loan Documeng and
11 condition or event exists which with notice, the passage of time, or boh would constityge
an Event of Defaylt. :
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In the event that any one or more of the foregoing conditions precedent shall be (or become)
unsatisfied, Lender may immediately require Borrower to make monthly deposits into the Escrow
Fund as provided above.

Section 3.6 E N. B
actual or threatened tommencement of an
deiiver to Lender copies of any and af
Notwithstandin ' taki

manner provided for
1 not be reduced untj] 2ny
award or payment en actually received and applied by Lender, after the
deduction of €xpeases of collection, to the reduction or discharge of the Debt. Lender shall not pe
limited to the interest paid i i
out of the award interest

ent on the Note (to the
t, recovered or denied, to receive the
Debt,

Section 3.7 TION. In the event
ofa casualty or 5 taking by eminent domain, the following provisions shall apply in connection with
the Restoration (defined below) of the Property:

(a) Ifthe Property shail be damaged or destroyed, in whole or in part, by fire or
other casualty, or if the Property or any portion thereof is taken by the power of eminent domain
Borrower shal} give prompt notice of such damage or taking to Lender and shail 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 to such fire or other casualty or
taking, with such alterations as may be approved by Lender (the "Restoration").

The term "Net Proceeds"”
net amount of al} insurance proce
3.3(a)(iv), 3.3(a)v), 3.3(a)(vi), 3.

awards and payments received by
Security Instrument, after deduction o

limited to reasonable ¢ y, i i 3 ay be. If{j)
the Net Proceeds do not exceed $5 "Net Proceeds Avai!abi!ity Threshold"); (i1} the costs
of completing the Restoration as reasonably estimated by Borrower shall be less than or equal to the
Net Proceeds; (iii) no Event of Default shall have occurred and be continuing under the Note, this
Security Instrument of any of the Other Security Documents; {(iv) the Property and the use thereof
after the Restoration will be in compliance with, and permitted under, i) applicable zoning laws,
ordinances, rules and regulations (including, without Emitation, all applicable Environmental Laws
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(defined in Section 12. 1); and (v} (A)in the event that the Net Proceeds are insurance proceeds, jess
than five percent (5%) of the total fioor area of the Improvements has been damaged or destroyed,
or rendered unusable as a result of such fire or other casualty; or (B) in the event that the Net

Proceeds, be forthwith paid to Lender to be held by Lend
availabl: to Borrower for the Restoration i i

The Net Proceeds held by Lender pursuant to Subsection 3.7(c) shall be made
orrower for payment or reimbursement of the expenses incurred by Borrower in
connection with the Restoration, subject to the following conditions:

) no Event of Default shalf have occurred and be continuing under the Note, this
Security Instrument or any of the Other Security Documents;

(i) Lender shall, within a reascnable period of time prior to request for initial
disbursemernt, be furnished with an estimate of the cost of the Restoration accompanied by
an independent architect's certification as to such costs and appropriate plans and
specifications for the Restoration, such plans and specifications and cost estimates to be
subject to Lender's approval, not to be unreasonably withheld or delayed:

(tii) the Net Proceeds, together with any cash or cash equivalent deposited by
Borrower with Lender, are sufficient to cover the cost of the Restoration as such costs are
certified by the independent architect;

(iv) Net Proceeds are less than the then outstanding principal balance of the Note;

) (A) in the event that the Net Proce
five percent (5%) of the totaj fioor area of the Im
or rendered unusable as

Lender shall be satisfied that any operating deficits, including all scheduled
payments of principal and interest under the Note which will be incurred with respect to the
j occurrence of any such fire or other casualty or taking, whichever

covered out of (1) the Net Proceeds, or (2) other funds of Borrower:
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(vii} Lender shall be satisfied that, upon the completion of the Restoration, the niet
cash flow of the Property will be restored to a level sufficient to cover all carrying costs and
operating expenses of the Property, including, without limitation, debt service on the Note
and all required replacement reserves, reserves for tenant improvements and leasing
commissions;

{viii) the Restoration can reasonably be completed on or before the earliest to occur
of (A) six (6) months prior to the Maturity Date (as defined in the Note), (B) the earliest date
required for such completion under the terms of any Major Leases (defined below) and ©
such time as may be required under applicable zoning law, ordinance, rule or regulation in
order to repair and restore the Property to as neariy as possible the condition it was in
immediately prior to such fire or other casualty or to such taking, as applicable; and

(ix) the Property and the use thereof after the Restoration will be in compliance
with, and permitted under, all applicable zoning laws, ordinances, rules and regulations
(including, without limitation, all applicable Environmental Laws (defined in Section 12.1).

@) The Net Proceeds held by Lender until disbursed in accordance with the
provisicns of this Section 3.7 shall constitute additional security for the Obligations. The Net
Proceeds other than the Net Proceeds paid under the Policy described in Subsection 3.3(a)(iv) shall
be disbursed by Lender to, or as directed by, Borrower, in an amount equal to the costs actually
incurred from time to time for work in place as part of the Restoration less customary retainage from
time to time during the course of the Restoration, not more frequently than once per month, 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 notices of perndency,
stop crders, mechanic’s or materialman's liens, construction 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 and discharged of record or in the alternative
fuily insured to the satisfaction of Lender by the title company insuring the lien of this Security
Instrument. The Net Proceeds paid under the Policy described in Subsection 3.3(a)(iv) shall be
disbursed by Lender to pay for debt service under the loan evidenced by the Note, to pay other
expenses incurred by Borrower in connection with the ownership and operation of the Property, and
the remainder thereof] to, or as directed by, Borrower to pay for the cost of the Restoration in
accordance with this Section. Final payment shall be made after submission to Lender of all licenses,
permits, certificates of cccupancy and other required approvals of governmental authorization having
Jurisdiction and certification by the Casualty Consultant (defined below) that the Restoration has been
fully completed.

(e)  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

review and acceptance by Lender and an independent consulting engi;eer selected by Lender (the
“Casualty Consultant"), such acceptance not to be unreasonably withheld or delayed. All costs and

expenses incurred by Lender in connection with making the Net Proceeds available for the
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Restoration including, without limitation, reasonable counsel fees and disbursements and the Casualty
Consultant's fees, shall be paid by Borrower.

¢3) If at any 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 Section 3.7 shall constitute additional security for
the Obligations.

(g)  Except upon the occurrence and continuance of an Event of Default, Borrower
shail settle any insurance claims with respect to the Net Proceeds which in the aggregate are less than
the Net Proceeds Availability Threshold. Lender shall have the right to participate in and reasonably
approve any settlement for insurance claims with respect to the Net Proceeds which in the aggregate
are greater than the Net Proceeds Availability Threshold. If an Event of Default shall have occurred
and be continuing, Borrower hereby irrevocably empowers Lender, in the name of Borrower as its
true and lawful attorney-in-fact, to file and prosecute such claim and to collect and to make receipt
for any such payment. If the Net Proceeds are received by Borrower, such Net Proceeds shall, until
the completion of the related work, be held in trust for Lender and shail be segregated from other
funds of Borrower to be used to pay for the cost of the Restoration in accordance with the terms
hereof.

(h) The excess, if any, of the Net Proceeds and the remaining balance, if any, of
the Net Proceeds Deficiency deposited with Lender after (i) the Casualty Consultant certifies to
Lender that the (ii) Restoratior: has been completed in accordance with the provisions of this Section
3.7, and the receipt by Lender of evidence satisfactory to Lender that all costs incurred in connection
with the Restoraiion have been paid in full and all required permits, licenses, certificates of occupancy
and other required approvals of governmental authorities having jurisdiction have been issued, shall
be remitted by Lender to Borrower, provided no Event of Default shail have occurred and shali be
continuing under the Note, this Security Instrument or any of the Giher Security Documents,

@ All Net Proceeds not required (i to be made available for the Restoration or
(i) to be returned to Borrower as excess Net Proceeds pursuant to Subsection 3.7(h) shall 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 shall be paid, either in whole or in part, 1o Borrower. If Lender shall receive and
retain Net Proceeds, the lien of this Secunity Instrument shall be reduced only by the amount received
and retained by Lender and actually applied by Lender in reduction of the Debt.

Section3.8  LEASES AND RENTS,

(a) Borrower may enter into a proposed Lease {including the renewal or extension
of an existing Lease ("a Renewal Lease")) without the prior written consent of Lender, provided such
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proposed Lease or Renewal Lease 0] pmi'ides for rental rates and terms comparable to existing local

: the original Leasej,
(ii) is an arms-length transaction with a bona fide, independent third party tenant, (iii) does not have
the value of the Property taken as a whole, (iv) i
ment and the lessee thereunder agrees to attorn to Lender, and (v)
of lease approved by Lender. All proposed Leases which do not
satisfy the requirements set forth in this Subsection 3.8(a) shall be subject to the prior approval of
Lender and its counsel, at the expense of Borrower. Borrower shall promptly deliver to Lender
copies of ali Leases which are entered into pursuant to this Subsection together with the certification
of Borrower that it has satisfied all of the conditions of this Subsection.

the Leases as security for th
notices of defaul

(o) Borrower may, without the consent of Lender, amend, modify or waive the
provisions of any Lease or terminate, reduce rents under, accept a surrender of space under, or
shorten the term of, any Lease (including any guaranty, letter of credit or other credit support with
respect thereto) provided th i aking i count, in the case of a termination, reduction
in rent, surrender of space or shortening of term, the planned alternative use of the affected space)
does not have a materially adverse effect on the value of the Property taken as a whole, and provided

i is otherwise in compliance with the requirements

a tenant who is in default beyond applicable notice and
grace pericds shall not be considered an action which has a materially adverse effect on the value of
the Property taken as a whole. Any amendment, modification, waiver, termination, rent reduction,
space surrender or term shortening which does not satisfy the requirements set forth in this
Subsection shall be subject to the prior approval of Lender and its counsel, at the expense of
Borrower. Borrower shall promptly deliver to Lender copies of amendments, modifications and
waivers which are entered into bursuant to this Subsection together with the certification of Borrower
that it has catisfied all of the conditions of this Subsection.

(d) Notwithstanding anything contained herein to the contrary, Borrower shall not,
without the prior written consent of Lender, enter into, renew, exiend, amend, modify, waive any
provisions of, terminate, reduce rents under, accept a surrender of Space under, or shorten the term
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of, any Major Lease. The term "Major Lease" shall mean any lease for twenty percent (20%) or more
of the net leasable space in the Improvements.

Section3.9  MAINTENANCE AND USE OF PROPERTY. Borrower shall cause the
Property to be maintained in a good and safe condition and repair. The Improvements and the
Persoral Property shall not be removed, demolished or materially altered (except for normal
replacement of the Personal Property) 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, wom 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, join in, acquiesce in, or consent to
any change in any private restrictive covenant, zoning law or other public or private restriction,
limiting or defining the uses which may be made of the Property or any part thereof. 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
the nonconforming Improvement to be abandoned without the express written consent of Lender.

Section 3.10  INDEPENDENCE OF REAL PROPERTY.

(a) Borrower shall not permit any land not included within the Land, or any building
or other improvements not included within the Improvements, to rely on the Property or any part

thereof or any interest therein to fulfill any muricipal or other governmental requirement pertaining
to such other land, building, or improvement.

(®)  Borrower shall not permit the Land or any of the Improvements to rely on any
land, building, or improvement or any interest therein not included within the Property to fulfill any
municipal or other governmental requirement.

Section 3.11  WASTE. Borrower shall not commit or suffer 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 cancellation of any Policy, or do or permit to be done thereon anything that may in
any way impair the value of the Property or the security of this Security Instrument. Borrower will
not, without the prior written consent of Lender, permit any drilling or exploration for or extraction,

removal, or production of any minerals from the surface or the subsurface of the Land, regardless of
the depth thereof or the method of mining or extraction thereof

Section 3.12 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 therecf ("Applicable Laws"),

(b)  Borrower shall from time to time, upon Lender's request, provide Lender with
evidence reasonably satisfactory to Lender that the Property complies with all Applicable Laws or
is exempt from compliance with Applicable Laws,
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Notwithstanding any provisions set forth herein or in any document regarding

erations of the Property, Borrower shall not alter the Property in any manner
which would materially increase the responsibilities of Borrower for compliance with Applicable
Laws without the prior written approval of Lender. Lenders approval of the plans, specifications,
or working drawings for alterations of the Property shall create no responsibility or liability on behalf
of Lender for their completeness, design, sufficiency or their compliance with Applicable Laws. The
foregoing shall apply to tenant improvements Constructed by Borrower or by any of its tenants,

&r may condition any such approval upon receipt of 3 certific

Laws from an independent archite i

{d) Borrower shall 8ive prompt notice to Lender of the receipt by Borrower of
any notice related to g violation of any Applicable Laws ang of the commencement of any
proceedings or investigations which relate to compliance with Applicable Laws.

contest by appropriate |
diligence, the Applical

occurred and is continuing under the Note, this ecurity Instrument or any of the Other Security
Documents; (ii) Borrower is permitted to do s0 under the provisions of any other mortgage, deed of
trust or deed to secure debt affecting the Property; (iii) such proceeding shall be permitted under and
be conducted in accordance with the provisions of any other instrument to which Borrower or the
Property is subject and shall not constitute a defau] reunder; (iv) neither the Property, any part
thereof or interest therein, an ts thereof, nor Borrower shall be affected in

any material adverse way as 2 result of such proceeding; (v) noncompliance with the Applicable Laws
shall not impose civil or criminal liability on Borrower or Lender; and (vi) Borrower shall have
furnished to Lender alj other items reasonably requested by Lender.

Section 3.13 HANDICAPPED ACCESs.

{(a) Borrower hereby agrees that the Property shall at all times comply with ail

applicable requirements of the Americans with Disabilities Act of 1990, the Fair Housing
inances related to handicapped access and

uding, without limitation, the Americans

185 and Facilities (collectively, "Access

b) Notwithstanding any provisions set forth herein or in any other document
regarding aporoval by Lender of alterations of the Property, Borrower shall not alter the Property in
any manner which would increase the responsibilities of Borrower for compliance with applicable
Access Laws without the prior written approval of Lender. The foregoing shall apply to tenant
improvements constructed by Borrower or by any of its tenants, Lender may condition any such
approval upon receipt of 3 certificate of Access Laws compiiance from an architect, engineer, or other
person acceptable to Lender,
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{¢) Borrower hersby agrees to give prompt notice to Lender of the receipt by
Borrower of any complaints related to violation of any Access Laws and of the commencement of
any proceedings or investigations which relate to compliance with applicable Access Laws.

Section 3.14  BOOKS AND RECORDS.

(@ Borrower and any Guarantors (defined in Subsection 10.1(e)) and
Indemnitor(s) (defined in Section 13.4), if any, shall keep adequate books and records of account in
accordance with generally accepted accounting principies ("GAAP"), or in accordance with other
methads acceptable to Lender in its sole discretion, consistently applied and furnish to Lender:

{) monthly certified rent rolls signed and dated by Borrower, detailing the names
of all tenants of the Improvements, the portion of Improvements occupied by each tenant, the
base rent and any other charges payable under each Lease and the term of each Lease,
including the expiration date, the extent to which any tenant is in default under any Lease, and
any other information as is reasonably required by Lender, within twenty (20) days after the
end of each calendar month:

quarterly operating statements of the Property, prepared and certified by
Borrower in the form required by Lender, detailing the revenues received, the expenses
incurred and the net operating income before and after debt service (principal and interest)
and major capital improvements for that quarter and containing appropriate year to date
information, within thirty (30) days after the end of each fiscal quarter;

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, to be prepared and certified by Borrower in the form required by Lender, or
if required by Lender, an audited annual operating statement prepared and certified by an
independent certified public accountant acceptable to Lender, within sixty (60) days after the
close of each fiscal year of Borrower;

@iv) an annual balance sheet and profit and loss statement of Borrower, any
he form required by Lender, prepared and certified by
rnd/or Indemnitor(s), or if required by Lender, audited

financial statements prepared by an independent certified public accountant acceptabie to
Lender, within sixty (60) days after the close of each fiscal year of Borrower, Guarantors and
Indemnitor(s), as the case may be; and

v) an annua: operating budget presented on a monthly basis consistent with the
annual operating statement described above for the Propenty, including cash flow projections
for the upcoming vear, and all proposed capital replacenients and improvements at least
fifteen (15} days prior to the start of each fiscal vear.

) Upon request from Lender, Borrower, any Guarantor and any Indemnitor shall

furnish in a timely manner to Lender:
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(i1) an accounting of all security deposits held in connection with any Lease of any
part of the Property, including the name and identification number of the accounts in which
such security deposits are held, the name and address of the financial institutions in which
such security deposits arz held and the name of the person to contact at such financial
institution, along with any authority or release necessary for Lender to obtain information
regarding such accounts directly from such financial institutions.

(c) Borrower, any Guarantor and any Indemnitor shall furnish Lender with such
other additional financial or management information (including State and Federal tax returns) as
may, from time to time, be reasonably required by Lender in form and substance satisfactory to
Lender.

(d) Borrower, 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,

Section3.15 PAYMENT FOR LABOR AND MATERIALS. Borrower 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 in respect of the Property or 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 i of the Property or any part thereof any other
or additicnal lien or security i ns or security interests hereof, except for the
Permitted Exceptions (defined below).

Section 3.16 EEKEQRMAEC_E_QF_QIHMMNIS Borrower shall observe and
perform each ard every term to be observed or performed by Borrower pursuant to the terms of any
agreement or recorded instrument affecting or pertaining to the Property, or given by Borrower to
Lender for the purpose of further securing an obligation secured hereby and any amendments,
modifications or changes thereto.

Section3.17 CHANGE OF NAME IDENTITY OR STRUCTURE. Except as may be
permitted under Article 8 hereof, Borrower will not change its name, identity (including its trade
name or names) or, if not an individual, its corporate, partnership or other structure without notifying

ge in writing at Jeast thirty (30) days prior to the effective date of such change
and, in the case of a change in its structure, without first obtaining the prior written consent of the
Lender.

Section 3.18 EXISTENCE. Bomrower will continuously maintain (a) its existence and shal
itot dissolve or permit its dissolution, (b) its rights to do business in Oregon and (c) its franchises and
trade names, if any.
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ARTICLE 4 - SPECIAL COVENANTS
Borrower covenants and agrees that:

Section 4.1 EROPERTY USE. The Property shall be used only for retail and for no other
use, without the prior written consent of Lender,

Section 4.2 MLE_EURE_QSE_M Borrower has not and shall 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 or entity or dissolve, terminate or
liquidate in whole or in part, transfer or otherwise dispose of all or substantially all of its assets or
change its legal structure, without in each case Lender's consent;

case may be;

(e) fail to hold appropriate meetings (or act by unanimous consent) to authorize

ns, or fail, in authorizing such actions, to observe all formalities required of

entities organized as a partnership, limited partnership, limited liability partnership, trust, corporation,
or limited liability company, whichever is applicable to Borrower;

(f) take any action that might cause it to become insolvent;

(g) seek or consent to the appointment of a receiver, liquidator, assignee, trustee,
Sequestrator, custodian or any similar official for it or a substantial portion of its properties;

() ownany subsidiary or make any investment in, any person or entity without
the consent of Lender:

{i) comimingle its assets with the assets of any of its members, general partners,
affiliates, principals or of any other person or eniity;

fail to establish or maintain separate office space through which its business
office space is shared, fail ta allocate fairly and reasonably any overhead for
such office space;
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(k) incur any debt, secured or unsecured, direct or contingent, other than the Debt,

except for trade payables in the ordinary course ofits business of owning and operating the Property,
provided that such debt is not evidenced by a note and is paid when due;

0] fail to pay its debts and liabilities from its assets as the same shall become due;

t 1 , partners, prin
member, partner or principal of Borrower, and any other person or entity;

(0) fail to correct any known misunderstandings regarding the separate identity

of Borrower:;

(P)  guarantee or become obligated for the debt of any other person or hold itself
out to be responsible for the debts of another person;

(@) pledge its assets for the benefit of any other person;

make any loans or advances to any third party, including any member, general
affiliate of Borrower, or any member, general partner, principal or affiliate

(s) fail either to hold itself out to the public as a legal entity separate and distinct
from any other entity or person or to conduct its business solely in its own name in order not (i) to
mislead others as to the identity of the person with whom such other party is transacting business, or
(if) to su it i i of any third party (including any member, general

ny member, general partner, principal or affiliate

fail to &le its own tax returns;

fail to maintain adequate capital for the normal obligations reasonably
foreseeable n a business ofits size and character and in light of its contemplated business operations;

(v)  file or consent to the filing of any petition, either voluntary or involuntary, to
take advantage of any applicabie insolvency, bankruptcy, liquidation or reorganization statute, or
make an assignment for the benetit of creditors; or ‘
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(w)  share any common logo with or hold itself out as or be considered as a
department or division of (i) any general partner, principal, member or affiliate of Borrower, (ii) any
affiliate of a general partner, principal o member of Borrower, or (jii) any other person or entity.

ARTICLE 5 - REPRESENTATIONS AND WARRANTIES
Borrower represents and warrants to Lender that:

Section 5.1 WARRANTY OF TITLE. Borrower has good title to the Property and has
the right to mortgage, grant, bargain, sell, 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 insuring 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 and/or Trustee against the claims of all persons whomsoever.

Section 5.2 LEGAL STATUS AND AUTHORITY. Borrower (@) is duly organized,
validly existing and in good standing under the laws of its state of organization or incorporation; (b)
is duly qualified to transact business and js in good standing in Oregon; and (c) has all necessary
approvals, governmental and otherwise, and fuil power and authority to own, operate and lease the
Property. Borrower (and the undersigned representative of Borrower, if any) has full power,
authority and legal right to execute this 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 its part to be performed.

Section 5.3  VALIDITY OF DOCUMENTS.

(a) The execution, delivery and performance of the Note, this Security Instrument and
the Other Security Documents and the borrowing eviderced by the Note (i) are within the power and
authority of Borrower; (ii) have been authorized by all requisite organizational action; (iii) have
received all necessary approvals and consents, corperate, governmental or otherwise; (@iv) will not
violate, conflict with, result in a breach of or constitute (with notice or lapse of time, or both) a
material default under any provision of law, any order or judgment of any court or governmental
authority, the articles of incorporation, by-laws, partaership or trust agreement, articles of
organization, 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 any of its assets or the
Property is or may be bound or affected; (v) will not result in the creation or imposition of any lien,
charge or encumbrance whatsoever upon any of its assets, except the lien and security interest created
hereby; and (vi) will not require any authorization or license from, or any filing with, any

y (except for the recordation of this Security Instrument in appropriate

Oregon and except for Uniform Commercial Code filings relating to the
security interest created hereby); and (b) to the best knowledge of Borrower, the Note, this Security
Instrument and the Other Security Documents constitute the iegal, valid and binding obligations of
Borrower.
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Section 5.4  LITIGATION. There is no action, suit or proceeding, judicial, administrative
or otherwise (including any condemnation or similar proceeding), pending or, to the best of the
knowledge of Boerrower, threatened or contemplated against Borrower, a Guarantor, if any, an
Indemnitor, if any, or against or affecting the Property that (a) has not been disclosed to Lender by
Borrower in writing, and has a material adverse affect on the Property or the ability of Borrower, any
Guarantor, or any Indemnitor to perform their respective obligations under the Note, this Security
Instrument or the Other Security Documents, or (b) is not adequately covered by insurance, each as
determined by Lender in its sole discretion.

Section 5.5 STATUS OF PROPERTY.

(a) Borrower has obtained all necessary certificates, licenses and other approvals,
governmental and otherwise, necessary for the operation of the Property and the conduct of its
business and all required 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 to revocation,
suspension, forfeiture or modification.

(b) The Property and the present and contemplated use and occupancy thereof are
in full compliance with all applicable zening ordinances, building codes, land use laws, Environmental
Laws and other similar faws.

(c)  The Property is served by all utilities required for the current or contemplated
use thereof. All utility service is provided by public utilities and the Property has accepted or is
equipped to accept such utility service.

{d)  All public roads and streets necessary for service of and access to the Property
for the current or contemplated use thereof have been completed, are serviceable and all weather and
are physically and legally open for use by the public.

(e) The Propaerty is served by public water and sewer systems.
63} The Property is free from damage caused by fire or other casualty.

(g8)  All costs and expenses of any and all labor, materials, supplies and equipment
used in the construction of the Improvements have been paid in full.

(k) Borrower has paid in full for, and is the owner of, all furnishings, fixtures and
equipment (other than tenants' property) used in connection with the operation of the Property, free

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

0} All liquid and solid waste disposal, septic and sewer systems located on the
Property are in a good and safe condition and repair and in compliance with all Applicable Laws.

) Nc portion of the Improvements is located in an area identified by the
Secretary of Housing and Urban Development or any successor thereto as an area having special
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hereof,

(k) All the Improvements lie within the boundaries of the Property.

Section 5.6 . Borrower is not a “foreign person” within the
meaning of Section 1445(£)(3) of the Internal Revenue Code of 1986, as amended and the related
Treasury Department regulations.

Section 5.7 TY. The Property is assessed for real estate
1aX purposes as one or more wholly independent tax lot or lots, separate from any adjoining land or
improvements not constituting a part of such lot or lots, and no other land or improvements is
assessed and taxed together with the Proparty or any portion thereof.

Section 5.8 LEASES. Except as disclosed in the rent roll for the Property delivered to and
approved by Lender, (a) Borrower is the sole owner of the entire lessor's interest in the Leases;
(b) the Leases are valid and enforceable and in full force and effect; (¢) ail of the Leases are arms-
length agreements with bona fide, independent third parties; (d) no party under any Lease is in
default; (e) all Rents due have been paid in full; (f) the terms of all alterations, modifications and
amendments to the Leases are reflected in the certified occupancy statement delivered to and
approved by Lender; (g) none of the Rents reserved in the Leases have been assigned or otherwise

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; (j) there exist no offsets or
defenses ro the payment of any portion of the Rents; (k) Borrower has received no notice from any
tenant challenging the validity or enforceability of any Lease; (1) there are no agreements with the
tenants under the Leases other i ase; (m) the Leases are valid and
; () no Lease contains an option to

y other similar provision; (0) no person or entity has

any possessory interest in, or right to occupy, the Property except under and pursuant to a Lease;
(p) each Lease is subordinate to this Security Instrument, either pursuant to its terms or a recordable
subordination agreement; (@) no Lease has the benefit of 2 non-disturbance agreement that would be

Section 5.9 EINANCIAL CONDITION.

(a}(i) 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 (i)
Borrower has received reasonably equivalent value for the granting of this Security Instrument.

{d)  No petition in bankruptcy has ever been filed by or against Borrower, any
Guarantor, any Indemnitor or any related entity, or any principal, general partner or member thereof,
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irower, any Guarantor, any Indemnitor nor any related
member thereof, in the last seven (7) years has ever made

Section 5.10 MIMESS_E_U&D_QSES The loan evidenced by the Note secured by the
Security Instrument and the Other Security Documents (the "Loan") is solely for the business purpose
of Borrower, and is not for personal, family, household, or agricultural purposes.

Section 5.11 TAXES. Borrower, any Guarantor and any Indemniter have 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 liabiliies which have become due pursuant to such returns or
pursuant ta any assessments received by them. Neither Borrower, any Guarantor nor any Indemnitor
knows of any basis for any additional assessment in respect of any such taxes and related liabilities
for prior years.

Section 5.12 MAEM_AQQ&ES_S The mailing address of Borrower, as set forth in the
operning paragraph hereof or as changed in accordance with the provisions hereof, is true and correct
and is the principal place of business of Borrower.

Section 5.13 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 rolls, reports, certificates and other documents submitted in connection with the Loan
Applicat;

Section 5.14 DISCLOSURE. Borrower has disclosed to Lender all material facts and has
ny matenial fact that could cause any representation or warranty made herein
to be materially misleading.

Section 5.15 w&m&mm Each of the representations and the
warranties made by each Guarantor and Indemnitor herein or in the Other Security Documents is true
and correct in all material respects.

Section 5.16 M&M No portion of the Property has been or will be
purchased, improved, equipped or furnished with proceeds of any illegal activity and to the best of
the knowledge of Borrower, there are no illegal activities or activities relating to controlled substance
at the Property.

Section 5.17 NO DEFAULTS. Borrower is not in default under or with respect to its
obligations with respect to any other outstanding indebtedness.
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ARTICLE 6 - OBLIGATIONS AND RELIANCES

Section §.1
between Borrower and Lender is solely that of debtor and creditor, and Lendey
other specia} relan'onship with Borrower, and no term or condition of any of the
Instrument ang the Other Security Pocuments shall e construed 5o as to dee
between Borrower and Lender to be other than that of debtor and creditor,

Section 6.3 N'Q‘LENQE‘LQMJQAILQI\LQ Notwithstanding the provisions of
Subsections 1 ) M and 1.101) or Section 1.2, Lender is not undertaking the performance of (i) any

obligations under the Leases; or (ii) any obligations with TESpeECt to such agreeme
Certificateg, instruments, permits, trademarks, licenses and other documents.

Or approval thereof shall

RE_LIAMQE. Borrower recognizes and acknowledges that in accepting the
nstrument and the Other Security Documents, Lender s expressly and primarily
ruth and accuracy of the warranties and Tepresentations set forth i i

Article 12 without any obligation to investigate the Property and notwithstanding any investigation

Perty by Lender; thar such reliance existed on the part of Lender prior 1o the date hereof:

€ Warranties and Tepresentations are material inducement to Lender in accepting the Note,

this Security Instrument ang the Other Security Documents; ang that Lender wouylq not be willing ¢o

make the Loap and accept this Security Instrument the absence of the warrantjes and
Tepresentations as get forth in Article 5 and Article 12

ARTICLE 7. FURTHER ASSURANCES
Section 7.1 q
upon the execution ang delivery of this Securi
cause this Security Instrument 5
interest or evidencing
be filed, registered or
or future law in order
hereof upon, and th 4 i . wer will pay al) taxes, filing,
registration or rec , inci the preparation, execution,
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ARTICLE 6 - OBLIGATIONS AND RELIANCES
Section 6.1  RELATIONSHIP OF BORRCWER AND LENDER. The relationship

between Borrower and Lender is solely that of debtor and creditor, and Lender has no fiduciary or
other special relationship with Borrower, and no term or condition of any of the Note, this Security
Instrument and the Other Security Documents shall be construed so as to deem the relationship
between Borrower and Lender to be other than that of debter and creditor.

Section 6.2 NO RELIANCE ON LENDER. The members, general partners, principals

and {if Borrower is a trust) beneficial owners of Borrower are experienced in the ownership and
operation of properties similar to the Property, and Borrower and Lender are relying solely upon such
expertiss and business plan in connection with the ownership and operation of the Property.
Borrower is not relying on Lender's expertise, business acumen or advice in connection with the
Property.

Section 6.3 NO LENDER OBLIGATIONS. Notwithstanding the provisions of

Subsections !.1(f) and 1.1{l) or Section 1.2, Lender is not undertaking the performance of (i) any
obligations under the Leases; or (ii) any obligations with respect to such agreements, contracts,
certificates, instruments, franchises, permits, trademarks, licenses and other documents. By accepting
or approving anything required to be observed, performed or fulfilied or to be given to Lender
pursuant to this Security Instrument, the Note or the Other Security Documents, including without
limitation, any officer's cerificate, 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 acceptance
or approval thereof shall not constitute any warranty or affirmation with respect thereto by Lender.

Section 6.4 RELIANCE. Borrower recognizes and acknowledges that in accepting the
Note, this Security Instrument 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 5 and
Article 12 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 material 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 and accept this Security Instrument in the absence of the warranties and
representations as set forth in Article 5 and Article 12.

ARTICLE 7 - FURTHER ASSURANCES
Section 7.1 RECORDING QF SECURITY INSTRUMENT ETC. Borrower forthwith

upon the execution and delivery of this Security Instrument and thereafter, from time to time, will
cause this Security Instrument and any of the Gther Security Documents creating a lien or security
interest or evidencing the lien hereof upon the Property and each instrument of further assurance to
be filed, registered or recorded in such manner and in such places as may be required by any present
or future law in order to publish notice of and 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,
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Pursuant to thig Section 7.2,

Borrower will not claim or demand or be entitled 1o any

ARy part of the Taxes or Other Charges assessed against ¢

Part thereof, and no deduction shaj] otherwise be made or claimed from the assessed value of the

Property, or any part thereof, for rea) estate tax purposes by reason of this Security Instrument or the
If such claim, credit or deductio

n shall be required by law, Lender shaj have the option,
exercisable by WTitten notice of not less than ninety (90) days, 10 declare the Debt immediately due

credit or credits on
he Property, or any
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and payable. In the event Lendei 80 elects to .declare the Debt immediately due and payéblé, no
Prepayment Consideration shall be due.

(c) If at any time the United States of America, any State thereof or any
subdivision of any such State shall require revenue or other stamps to be affixed to the Note, this
Security Instrument, or any of the Other Security Documents or impose any cther tax or charge on
the same, Borrower will pay for the same, with interest and penalties thereon, if any.

Section 7.4 ESTOPPEL CERTIFICATES.

(@) After request by Lender, Borrower, within (10) days, shall furnish Lender or
any proposed assignee with a Statement, duly acknowledged and certified, setting forth (i) the original
principal amount of the Note, (i) the unpaid principal amount of the Note, (iii) the rate of interest of
the Note, (iv) the terms of payment and maturity date of the Note, (v) the date installments of interest
and/or principal were last paid, (vi} that, except as provided in such statement, there are no defaults
or events which with the passage of time or the giving of notice or both, would constitute an event
of defaulr under the Note or the Security Instrument, (vii) that the Note and this Security Instrument
are vaiid, legal and binding obligations and have not been modified or if modified, giving particulars
of such modification, (viii) whether any offsets or defenses exi
hereby and, if any are alleged to
force and-effect and (provided th i i multifamily property) have not been
modified {or if modified, setting forth all modifications), (x) the date to which the Rents thereunder
have beer paid pursuant to the Leases, (xi) whether or not, to the best knowledge of Borrower, any
of the lessees under the Leases are in default under the Leases, and, if any of the lessees are in default,

(b) Borrower shall use its best efforts to deliver to Lender, promptly upon request,
duly executed estoppel certificates from any one or more lessees as required by Lender attesting to
such facts regarding the Lease as Lender may require, including but not limited to at
each Lease coverad thereby is in full f
party, that none of the Rents have b
claims no defense or offset against the

(c) Upon any transfer or proposed transfer contemplated by Section 18,1 hereof,
at Lender’s request, Borrower, any Guarantors and any Indemnitor(s) shall provide an estoppel
certificate o the Investor (defined in Section 18.1) or any prospective Investor in such form,
substance and detail as Lender, such Investor ar prospective Investor may require.

Section 7.5 - After Lender's request, Borrower shail deliver

Ty to Lender that no portion of the Improvements is situated in a federally

designated "special flood hazard area” or if it is, that Borrower has obtained insurance meeting the
requirements of Section 3 3ayvi).
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Section 7.6 WMIEUMENI Upon the request of Lender,
this Security Instrument and the Note may, at any time until the same shall be fully paid and satisfied,
at the sole election of Lender, be split or divided inte two or more notes and two or more security
instruments, each of which shall cover all or a portion of the Property to be more particularly
described therein. To that end, Borrower shall execute, acknowledge and deliver, or cause to be
executed, acknowledged and delivered by the then owner of the Property, to Lender and/or its
designee or designees substitute notes and security instruments in such principal amounts, aggregating
not more than the then unpaid principal amount secured by this Security Instrument, and containing
terms, provisions and clauses similar to those contained herein and in the Note, and such other
documents and instruments as may be required by Lender.

Section 7.7 REPLACEMENT DOCUMENTS. Upon receipt of an affidavit of an officer
of Lender as to the loss, theft, destruction or mutilation of the Note or any Other Security Document
which is not of public record, and, in the case of any such mutilation, upon surrender and cancellation
of such Note or Other Security Document, Borrower will issue, in lieu thereof, a replacement Note
or Other Security Document, dated the date of such lost, stolen, destroyed or mutilated Note or
Other Security Document in the same principal amount thereof and otherwise of like tenor.

ARTICLE 8 - DUE ON SALE/ENCUMBRANCE

Section 8.1 NO SALE/ENCUMBRANCE. 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 permit the Property or any part
thereof to be sold, conveyed, mortgaged, granted, bargained, encumbered, pledged, assigned, or
otherwise transferred, other than pursuant to Leases of space in the Improvements to tenants in
accordance with the provisions of Section 3.8.

Section8.2  SALE/ENCUMBRANCE DEFINED. A sale, conveyance, mortgage, grant,

bargain, encumbrance, pledge, assignment, or transfer of the Property within the meaning of this
Article 3 shall be deemed to include, but not limited to, (2) an instaliment 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 Borrower leasing all 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, any right, title and interest of Borrower in and to any Leases or any Rents; (c) if
Borrower, any Guarantor, any Indemnitor, or any general partner or managing member (or if no
managing member, any member) of Borrower, any Guarantor or any 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
otherwis2) or the creation or issuance of new stock by which an aggregate of more than ten percent
of such corporation's stock shall be vested in a party or parties who are rot as of the date hereof
stockholders; (d) if Borrower, any Guarantor or any Indemnitor or any general partner or managing
member (or if no managing member, any member) of Borrower, any Guarantor or any Indemnitor
is a limited or general partnership or joint venture, the change, removal or resignation of a general
partner or the transfer or pledge of the partnership interest of any general partner or any profits or
proceeds relating to such partnership interest; {e) if Borrower, any Guarantor, any Indemnitor or any
general partner or managing member (or if no managing member, any member) of Borrower, any
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Guarantor or any Indemnitor is a limited liability company, the change, removal or resignation of a
managing member (or if no managing member, any member or non-member merger) or the transfer
of the membership interest of a managing member (or if no managing member, any member) or any
profits or proceeds relating to such membership interest; and (f) if Borrower, any Guarantor, any
Indemritor or any general partner or managing member (or if no managing member, any member) of
Borrower, any Guarantor or any Indemnitor is a trust, the change, removal or resignation of a trustee
or the transfer of the beneficial or other ownership interests of the trust or any profits or proceeds
relating to such beneficial or other ownership interest. Notwithstanding the foregoing, the following
shall not be deemed to be a sale, conveyance, mortgage, grant, bargain, encumbrance, pledge,
assignment, or transfer within the meaning of this Article 8: a transfer by devise or descent or by
operation of law upon the death of a member, general partner, beneficiary, or stockholder of
Borrower, any Guarantor or any Indemnitor or any general partner or member thereof.

Section 8.3 LENDER'S RIGHTS. Lender reserves the right to condition the consent
required under Section 8.1 upon a modification of the terms hereof and on assumption of the Note,

this Security Instrument and the Other Security Documents as so modified by the proposed
transieree, payment of a transfer fee of not less than one percent (1%) of the then outstanding
principal balance of the Note, and all of Lender's expenses incurred in connection with such transfer,
the approval by a Rating Agency of the proposed transferee, the proposed transferee's continued
compliance with the covenants set forth in this Security Instrument, including, without limitation, the
covenants in Section 4.2 hereof, or such other conditions as Lender shall determine in its sole
discretion to be in the interest of Lender. All of Lender's expenses incurred shall be payable by
Borrower whether or not Lender consents to the transfer. Lender shall not be required to
demonstrate any actual impairment of its security or any increased risk of default hereunder in order
to declare the Debt immediately due and payable upon sale, conveyance, mortgage, grant, bargain,
encumbrance, pledge, assignment, or transfer of the Property by Borrower without Lender's consent.
This provision shall apply to every sale, conveyance, mortgage, grant, bargain, encumbrance, pledge,
assignment, or transfer of the Property regardless of whether voluntary or not, or whether or not
Lender has consented to any previous sale, conveyance, mortgage, grant, bargain, encumbrance,
pledge, assignment, or transfer of the Property.

Section 8.4 ONE-TIME TRANSFER. Notwithstanding the provisions of Sections 8 1

or 8.2, Lender agrees to consent to a one time sale or transfer of the entirety of the Property,
provided that no Event of Default has occurred and is continuing and (i) the grantee's or transferee's
integrity, reputation, character, financial status, and management ability are satisfactory to Lender,
(ii) the grantee's or iransferee's single purpose and bankruptcy remote character are satisfactory to
Lender, (iii) any conditions relating to the sale or transfer imposed by any Rating Agency with respect
to the Securities (defined in Section 18.1 below) are satisfied, (iv) the assumption of the Note, this
Security Instrument, and the other Security Documents as modified, by the proposed grantee or
transferes, (v) the payment of a transfer fee by Borrower equal to one percent (1%) of the then
outstanding principal balance of the Note, (Vi) the payment by Borrower of all Lender's out-of-packet
expenses, including, without limitation, all of Lender's attorneys' fees, (vii) the delivery to Lender of
an endorsement, at Borrower's cost, to the mortgagee's policy of title insurance then insuring the lien
of this Security Instrument, {viii} Lender obtaining such estoppels from any Guarantors or
Indemniters or new guarantees or indemnities from replacement Guarantors and Indemnitors, and
such legal opinions, certificates, and similar matters which Lender may require (any existing
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be released from future liability only if the integrity,

Guarantors and Indemnitors of the Loan will

ARTICLE 9 - PREPAYMENT

Section 9.1 :
only in strict accordance with the express terms and
any prepayment consideration.

F T. The Debt may be prepaid
conditions of the Note including the payment of

Section 9.2 Y/CONDEMNATION AND A i

g . Provided no Event of Default exists under the Note, this
Security Instrument or the Other Security Documents, in the event of any prepayment of the Debt
pursuant to the terms of Sections 3.7 or 7.3 hereof, no prepayment premium or penalty shall be due
in connection therewith, but Berrower shall be responsible for all other amounts due under the Note,
this Security Instrument and the Other Security Documents.

Section 9.3  PREPAYMENT AETER EVENT OF DEFAULT. Ifa Default Prepayment
(defined in the Note) occurs, Borrower shall pay to Lender the entire Debt, including without

limitatior,, the additional amounts payable pursuant to the terms of the Note in the event of a Default
Prepayment.

ARTICLE 10 - DEFAULT

: _: Saction 10.1 - The occurrence of any one or more of the
T following events shall constitute an "Event of Default™:

{a) if any portion of the Debt is not paid prior to the fifth (5) day after the same
is due or if the entire Debt is not paid on or before the Maturity Date;

{b) if any of the Taxes or Other Charges is not paid when the same is due and
payable except to the extent sums sufficient to pay su

ch Taxes and Other Charges have been
deposited with Lender in accordance with the terms of this Security Instrument;

(c) if' the Policies are not kept in full force and effect

. or if the Policies are not
delivered to Lender upon request;

(d)  if Borrower violates or does not comply with\any of the provisions of Section
4.2 or Article 8;

{e) if any representation or warrant
guarantezing payment of the Debt or an
terms of this Security Instrument {a
beneficial owner of any of the foregoi

y of Borrower, any Indemnitor or any person
y portion thereof or performance by Borrower of any of the
"Guarantor"), or any member, general partner, principal or
ng, made herein or in the Environmental Indemnity (defined
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below) or in any guaranty, or in any cextiﬁcate, re

port, financial statement or other instrument or
document fumnished to Lender shall h

ve been false or misleading in any material respect when made;

63) if (i) Borrower or any managing member or
commsnce any case, proceeding or other action (A) under any existing or future law of any

Jurisdiction, domestic or foreign, relating to bankruptcy, insolvency, reorganization, conservatorship
or relief of debtors, seeking to have an order for relief entered

general partner of Borrower shall

t or similar process against all
order for any such relief which
scharged, or stayed or bonded pending appeal within sixty (60) days

or any substantial part of its assets which results in the entry of any
shall not have been vacated, di

shall take any action in furtherance of, or indicating its consent to, approval of, or acquiescence in
any of the acts set fortk in clause (®, {ii), or (i) above; or {v) the Bo
or general partner of Borrower shall generaily not, or shall be unab
inability to, pay its debts as they become due;

ed

TTower or any managing member
le to, or shall admit in writing its

() if Borrower shall be in defauit beyond applicable notice and grace periods
under any other mortgage, deed of trust, deed to secure

debt or other security agreement covering
any past of the Propearty whether it be superior or junior in lien to this Security Instrument;

(h) if the Property becomes subject to any construction, mechanic's, materialman's
or other lien other than a lien for local real est

ate taxes and assessments not then due and payable and
the lien shall remain undischarged of record (by payment, bonding or otherwise) for a period of thirty
(30) days:

@) if any federal tax lien is filed ag
of Borrower, any Guarantor, any Indemnitor or the
within thirty (30) days after same is filed;

ainst Borrower, any member or general partner
Property and same is not discharged of record

0) if any default occurs under any guaraniy or indemnity executed in connection
herewith {including the Envircnmental Indemnity, defined in Section 13 .4, or.the Guaranty and

Indemnity of even date herewith executed in favor of Lender by James B. Rose and Michael L

Schreck) and such default continues after the expiration of applicable grace periods, if any; or

(k)  if for more than ten {

10} days after notice from Lender, Borrower shall
continue to be in default under any other te

m, covenant or condition of the Note, this Security
ATMAING2: 246287_1.WPD
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Instrument or the Other Security Documents in the case of any defeult 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 to 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 pertod in excess of sixty (60} days.

ARTICLE 11 - RIGHTS AND REMEDIES

Section 11.1 REMEDIES. Upon the occurrence of any Event of Default, Borrower agrees
that Lender may, or acting by or through Trustee may, take such action, without notice or demand,
as it desms advisable to protect and enforce its rights against Borrower and in and to the Property,
including, but not limited to, the actions set forth in Article 22 below and the following actions, each
of which may be pursued concurrently or otherwise, at such time and in such order as Lender or
Trustee may determire, in their sole discretion, without impairing or otherwise affecting the other
rights and remedies of Lender or Trustee:

(a) declare the entire unpaid Debt to be immediately due and payable;

(b)  institute proceedings, judicial or otherwise, for thie 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;

{c) 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)  seli 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) subject to the provisions of Article 15, 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;

f) subject to the provisions of Article 15 and the provisions of applicable law,
recover judgment on the Note either before, during or after any proceedings for the enforcement of
this Security Instrument or the Other Security Documents;

(g8)  apply for the appointment of a receiver, trustee, liquidator or conservator of
the Property, without notice and without regard for the adequacy of the security for the Debt and
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without regard for the solvency of Bormwér, any Guarantor, Indemnitor or of any person, firm or
other entity liabie for the payment of the Debt;

subject to any applicable law, the license granted to Borrower under Section
revoked and Lender may enter into or u

improvemenis 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
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 Pro

Borrowsr to vacate and surrender

]

preservation of the Personal Property, and (ii) request Borrower at its expense to assemble the
Personal Property and make it available to Lender at a convenijent place acceptable to Lender. Any

notice of sale, disposition or other intende
Property zent to Borrower in accordan
such action, shall constitute commercially reasonable notice to Borrower;

0] 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 sole discretion:
(i) Taxes and Other Charges; (ii) Insurance Premiums; (iii) interest on the unpaid principal balance
of the Note; (iv) amontization of the unpaid principal balance of the Note; {v) all other sums payabie
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;
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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 and
proportion as Lender in its discretion shall deem proper, and in connection therewith, Borrower
hereby appoints Lender as agent and aitorney-in-fact (which is coupled with an interest and is

therefore irrevocable) for Borrower to collect such Insurance Premiums;

Q) 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,

{m)  to the extent permitted by law, hold, in accordance with the terms of the
Leases, all security deposit accounts (the "Security Deposits") pertaining to the Leases, which
Borrower shall transfer to Lender, or, in the event Lender is not permitted by law to hold the Security
Deposits, Borrower shall deposit the Security Deposits into an account with a federally insured
institution as approved by Lender; to the extent required by law, Lender shall hold the Security
Deposits in an interest bearing account selected by Lender in its discretion: or

(n} pursue such other remedies as Lender may have under applicable law.

In the event of 2 sale, by foreclosure, power of sale, or otherwise, of less than all 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 Defauit as described in clause (i) or (ii) of Subsection 10. 1(f) shall

occur, the entire unpaid Debt shall be automatically due and payable, without any further notice,
demand or other action by Lender.

Section 11.2 P DS, 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, subject to the provisions of applicable law, to the payment of the Debt in such priority and
proportions as Lender in its discretion shall deem proper.

Section 11.3  RIGHT TO CURE DEFAULTS. Upen the occurrence of any Event of

Default or if Borrower fails to make any payment or to do any act as herein provided, 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 fiecessary to protect the security hereof. Lender or Trustee is authorized
to enter upon the Property for such purpases, 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 attomeys' fees to the extent permitted by law),
with interest as provided in this Section I1.3, 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 or Trustee in
remedying such Event of Default or such failed payment or act or in appearing in, defending, or
bringing any such action or praceeding shall bear interest at the Default Rate (as defined in the Note),

for the period after notice from Lender that such cost or €xpense was incurred to t

he date of payment
to Lender. All such costs and expenses incurred by Lender together with interest

thereon calculated
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at the Dafault Rate shall be deemed to constitute a porticn 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.

Section 11.4 ACTIONS AND PROCEEDINGS. After the occurrence and during the
continuance of an Event of Default, Lender or Trustee has the right to appear in and defend any
acticn or proceeding brought with respect to the Property and to bring any action or proceeding, in
the name and on behalf of Borrower, which Lender, in its discretion, decides should be brought to
protect its interest in the Property.

Section 11.5 RECOQVERY QF SUMS REQUIRED TO BE PAID. Lender shall have the
right from time to time to take action to recover any sum or sunis 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
without prejudice to the right of Lender or Trustee thereafter to bring an action of foreclosure, or any
other action, for a default or defaults by Borrower existing at the time such earlier action was
commenced.

Section 11.6 EXAMINATION OF BOOKS AND RECORDS. Lender, its agents,
accountants and attomeys shall have the right, upon prior written notice to Borrower if no Event of
Default exists, to examine and audit, during reasonable business hours, the records, books,
management and other papers of Borrower and its affiliates or of any Guarantor or Indemnitor which
pertain to their financial condition or the income, expenses and operation of the Property, at the
Property or at any office regularly maintained by Borrower, its affiliates or any Guarantor or

Indemnitor where the books and records are located. Lender and its agents shall have the right to
make copies and extracts from the foregoing records and other papers.

Section 11.7 OTHERRIGHTS ETC. {a) The failure of Lender or Trustee to insist
upon strict performance of any term hereof shall not be deemed to be a waiver of any term of this
Security Instrument. Borrower shail ot be relieved of its obligations hereunder by reason of (i) the
failure of Lender or Trustee to comply with any request of Borrower, any Guarantor or any
Indemnitor to take any action to foreclose this Security Instrument or otherwise enforce any of the
provisions hereof or of the Note or the Other Security Documents, (ii) the release, regardless of
consideration, of the whole or any part of the Property, or of any person liable for the Debt or any
portion thereof, or (iii) any agreement or stipulation by Lender extending the time of payment or
otherwise modifying or supplementing the terms of the Note, this Security Instrument or the Other
Security Documents.

()] It is agreed that the risk of loss or damage to the Property is on Borrower, and
Lender shall have no liability whatsoever for decline in value of the Property, for failure to maintain
the Policies, or for failure to determine whether insurance in force is adequate as to the amount of
risks insured. Possession by Lender shall rot be deemed an election of judicial relief, if any such
possession is requested or obtained, with respect to any Property or collateral not in Lender's
possession.

©) Lender may resort for the payment of the Debt to any other security held by
Lender in such order and manner as Lender, in its discretion, may elect. Lender or Trustee may take
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action to recover the Debt, or any portion thereof, or to enforce any covenant hereof without
prejudice to the right of Lender or Trustee thereafter to foreclose this Security Instrument. The rights
of Lender or Trustee under this Security Instrument shall be separate, distinct and cumulative and
none shall be given effect to the exclusion of the others. No act of Lender or Trustee shall be
construed as an election to proceed under any one provision herein to the exclusion of any other
provision. Neither Lender nor Trustee shall be limited exclusively to the rights and remedies herein
stated but shall be entitled to every right and remedy now or hereafter afforded at law or in equity.

Section 11.8  RIGHT TO RELEASE ANY PORTION OF THE PROPERTY. Lender may

release. or direct or cause Trustee to release or reconvey, any portion of the Property for such
consideration as Lender may require without, as to the remainder of the Property, in any way
impairing or affecting the lien or priority of this Security Instrument, or improving the position of any
subordinate lienhclder with respect thereto, except to the extent that the obligations hereunder shall
have been reduced by the actual menetary consideration, if any, received by Lender for such release,
and may accept by assignmen, pledge or otherwise any other property in place thereof as Lender may
require without being accountable for so doing to any other lienholder. This Security Instrument shall
continue as a lien and security interest in the remaining portion of the Property.

Section 11.9  VIOLATION OF LAWS. If the Froperty is not in compliance with Applicable

Laws, Lender may impose additional requirements upon Borrower in connection herewith including,
without limitation, moretary reserves or financial equivalents.

Section 11.1¢ RIGHT QF ENTRY. Lender and its agents shall have the right to enter and
inspect the Property at ali reasonable times.

Section 11.11 SUBROGATION. Ifany or all of the proceeds of the Note have been used
10 extinguish, extend or renew any indebtedness heretofore existing against the Property, then, to the
extent of the funds so used, Lender shall be subrogated to 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 Borrower's obligations hereunder, under the Note and the Other Security
Documents and the performance and discharge of the Other Obligations.

ARTICLE 12 - ENVIRONMENTAL MATTERS

Section 12.1 ENVIRONMENTAL REPRESENTATIONS AND _WARRANTIES.
Borrower represents and warrants, based upon an environmental site assessment of the Property
conducted pursuant to ASTM Standard No. E 1527 and information that Borrower knows or should
reasonably know, that: (a) there are no Hazardous Materials (defined below) or underground storage
tanks in, on, or under the Property, except those that are both (i) in compliance with Environmental
Laws {defined below) and with permits issued pursuant thereto (if such permits are required), if any,
and (it} either (A) in amounts not in excess of that reasonably necessary to operate the Property in
the erdinary course of business or (B) fully disclosed to and approved by Lender in writing pursuant
to the written report resulting from the environmental site assessment of the Property delivered to
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Lender (the "Environmental Report"); (b) there are no past, present or threatened Releases (defined
below)j of Hazardous Materials which are in violation of any Environmental Law or which would
require remediation by a governmental authority in, on, under or from the Property except as
described in the Environmental Report; (c) there is no threat of any Reiease of Hazardous Materials
migrating to the Property except as described in the Environmental Report; (d) there is no past or
présent non-compliance with Environmental Laws, or with permits issued pursuant thereto, in
connection with the Property except as described in the Environmental
not know of, and has not received, any writ
person or entity (including but not limited to 4 governmental entity) relating to Hazardous Materials
in, on, under or from the Property; and (f) Borrower has truthfully and fully provided to Lender, in
writing, any and all information relating to environmental conditions in, on, under or in the vicinity
of the Property known to Borrower or contained in the files and records of Borrower, including but
not limited to ary reports relating to Hazardous Materials in, on, under or migrating to or from the
Property and/or to the environmental condition of the Property. "Environmental Law" means any
present and future federal, state and local laws, Statutes, ordinances, rules, regulations, standards,
policies, guidance, and other government directives or requirements, as well as common law, relating
to protection of human health or the environment and that anpl
"Hazardous Materials"
them, including gasolin
polychlorinated biphenyls {
asbestos or asbestos-containing materials in any form that is or could become friable; underground
or above-grcund storage tanks, whether €mpty or containing any substance: any substance the
presence of which on the Property is prohibited by any federal, state or local authority; any substance

that requires special handling; and any other material or substance now or in the future defined as a
"hazardouss substance,” "hazardous material," "hazardous waste," "toxic substance," "toxic pollutant, "
"contaminant,” or "pollutant” within the meaning of any Environmental Law. “Release” of any
Hazardous Materials incliudes but is not limited to any release, deposit, discharge, emission, leaking,
leaching, spilling, seeping, migrating, injecting, pumping, pouring, emptying, escaping, dumping,
disposing or other movement of Hazardous Materials.

Section 122 ENVIRONMENTAL COVENANTS. Borrower covenants and agrees that
50 long as Borrower Owns, manages, is in possession of, or otherwise controls the operation of the
Property: (a) all uses and operations on or of the Property, whether by Borrower or any other person
or entity, shall be in compliance with all Environmental Laws and permits issued pursuant thereto;
(b) there chall be no Releases of Hazardous Materials in, on, under or from the Property; (c) there
shall be no Hazardous Materials in, on, or under the Property, except those that are both (i) in
compliance with all Environmental Laws and with permits issued pursuant thereto, if and to the extent
required, and (ii) either (A) in amounts not in excess of that reas
Property in the ordinary course of business
writing; () Borrower shall keep the Prope and other encumbrances
imposed pursuant to any Environmertal Law, whether due 1o any act or omission of Borrower or any
other person or entity (the “Environmental Liens"); (e) Borrower shall, at its sole cost and expense,
fully and expeditiously cooperate in all activities pursuant to Section 12.3 below, including but not
limited 1o providing access to the Property, providing all relevant information and making
knowledgeable persons available for interviews; (f) Borrower shall, at its sole cost and expense,
perform any environmental site assessment or other investigation of environmental conditions in
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connection with the Property, pursuant to any reasonable written request of Lender, upon Lender's
reasonable belief that the Property is not in full compliance with all Environmental Laws, and share
with Lander the reports and other resuits thereof, and Lender and other Indemnified Parties shall be
entitled to rely on such reports and other results thereof; (g) Borrower shall, at its sole cost and
expense, comply with all reasonable written requests of Lender to (i) reasonably effectuate
remediation of any Hazardous Materials in, on, under or from the Property; and (ii) comply with any
Environmental Law; ¢(h) Borrower shall not allow any tenant or other user of the Property to violate
any Environmental Law; and (i) Borrower shall immediately notify Lender in writing after it has
become aware of (A) any Release or threatened Releases of Hazardous Materials in, on, under, from
of 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 environmental conditions refating to the Property; and (E) any written or
nication of which Borrower becomes aware from

Section 12.3 LENDER'S RIGHTS. Lender and any other person or entity designated by
Lender, including but not limited to any receiver, any representative of a governmental entity, and any

environmental consultant, shall have the right, but not the obligatior, to enter upon the Property at
all reasonable times to assess any and all aspects of the environmental condition of the Property and
its use, including but not limited to conducting any environmental assessment or audit (the scope of
which shall be determined in Lender's sole discretion) and taking samples of soil, groundwater or

other water, air, or building materials, and conducting other invasive testing.

ARTICLE 13 - INDEMNIFICATIONS

of the Note, this Security Instrument, and the Other
Security Documents; (b) any enforcement action taken in conniection with the Note, this Security
Instrumert, and the Other Security Documents: (c) any accident, injury to or death of persons or loss
of or damage to property occurring in, on or about the Property or any part thereof or on the
adjoining sidewalks, curbs, adjacent property or adjacent parking areas, streets or ways; (d) any use,

~

f'the Property or any part
thereof; (f) any failure of the Property to be in compliance with any Applicable Laws; (g) any and all
claims and demands whatsoever which may be asserted against Lender by reason of any alleged
obligations or undertakings on its part to perform or discharge any of the terms, covenants, or
agreements contained in any Lease; or (h) the payment of any comumission, charge or brokerage fee
to anyene which may be payable in connection with the funding of the Loan evidenced by the Note
and secured by this Security Instrument. Any amounts payable to Lender by reason of the application
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of this Section 13.1 shall become immediately due and péyable and shall bear interest at the Default
Rate from the date loss or damage is sustained by Lender until paid.

The term “Losses” shall mean any and all claims, suits, liabilities (including, without limitation,
strict liabilities), actions, proceedings, obligations, debts, damages, losses, costs, expenses, fines,
penalties, charges, fees, expenses, judgments, awards, amounts paid in settlement of whatever kind
or nature (including but not limited to attorneys' fees and other costs of defense). The term
“Indemnified Parties" shall mean (a) Lender, (b) any prior owner or holder of the Note, {(c) any
servicer or prior servicer of the Loan, (d) the officers, directors, shareholders, partners, members,
emplayees and trustees of any of the foregoing, and (e) the heirs, legal representatives, successors

and assigns of each of the foregoing.

Section 13.2 { GIBLE TAX. Borrower shall, at its sole cost
and expense, protect, defend, indemnify, release and hold harmless the Indemnified Parties from and
against any and all Losses imposed upon or incurred by or asserted against any Indemnified Parties
and directly or indirectly arising out of or in any way relating to any tax on the making and/or
recording of this Security Instrument, the Note or any of the Other Security Documents.

Section 13.3 DUTY._TO DEFEND: ATTORNEYS' FEES AND OTHER_FEES AND
EXPENSES. Upon written request by any Indemnified Party, Borrower shall defend such
Indemnified Party (if requested by any Indemnified Party, in the name of the Indemnified Party) by
attorneys and other professionals approved by the Indemnified Parties. Notwithstanding the
foregoinyg, any Indemnified Parties may, in their sole discretion, engage their own attorneys and other
professicnals to defend or assist them, and, at the option of Indemnified Parties, their attorneys shall
control the resolution of any claim or proceeding. Upon demand, Borrower shall pay or, in the sole
discretion of the Indemnified Parties, reimburse, the Indemnified Parties for the payment of reasonable
fees and disbursements of attorneys, engineers, environmental consultants, laboratories and other
professicnals in connection therewith.

Section 13.4 ENVIRONMENTAL INDEMNITY. Simultaneously with this Security
Instrument, Borrower and other persons cor entities defined therein have executed and delivered that
certain environmental indemnity agreement dated the date hereof (collectively, the “Indemnitors") to
Lender (the "Environmental Indemnity").

ARTICLE 14 - WAIVERS

Section 14.1 WAMRQEQQHNIERQLAJM Borrower hereby waives the right to assert
a counterclaim, other than a mandatory or compulsory counterclaim, in any action or proceeding
brought against it by Lender arising out of or in any way connected with this Security Instrument, the
Note, any of the Other Security Documents, or the Obiligations.

Section 14.2 MABSHALL[NQALD_O_’[};{E&MMS Borrower hereby waives, to
the extent permitted by iaw, the benefit of all appraisement, valuation, stay, extension, reinstatement
and redemption !aws now or hereafter in force and all rights of marshalling in the event of any sale
hereunder of the Property or any part thereof or any interest therein. Further, Borrower hereby
expressly waives any and all rights of redemption from sale under any order or decree of foreclosure
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of this Security Instrument on behalf of Borrower, and on behalf of each and every person acquiring

any interest in or title to the Property subsequent to the date of this Security Instrument and on behalf
of ail persons to the extent permitted by applicable law.

Section 143 WAIVER OF NQTICE. Borrower shail not be entitled to any notices of any
nature whatsoever from Lender or Trustee except (a) with respect to matters for which this Security
Instrurment specifically and expressly provides for the giving of notice by Lender or Trustee to
Borrower and (b) with respect to matters for which Lender or Trustee is required by applicable law
10 give notice, and Borrower hereby expressly waives the right to receive any notice from Lender or
Trustes with respect to any matter for which this Security Instrument does not specifically and
expressly provide for the giving of notice by Lender or Trustee to Borrower.

Section 14.4 WAIVER QF STATUTE OF LIMITATIONS. Borrower her eby expressly
waives and releases to the fullest extent permitted by law, the pleading of any statute of limitations
as a defense to payment of the Debt or performance of its Other Obligations.

Section 145 SOLE DISCRETION OF LENDER. Wherever pursuant to this Security

Instrument (a} Lender exercises any right given to it to approve or disapprove, (b) any arrangement
or term is to be satisfactory to Lender, or {c) any other decision or determination is to be made by
Lender, the decision of Lender to approve or disapprove, all decisions that arrangements or terms are
satisfactory or not satisfactory and all other decisions and determinations made by Lender, shall be
in the sole and absolute discretion of Lender and shall be final and conclusive, except as may be
otherwise expressly and specifically provided herein.

Section 14.6 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 TC 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 OR TRUSTEE, OR THE
OFFICERS, EMPLOYEES, DIRECTORS OR AGENTS OF EITHER OF THEM IN
CONNECTION THEREWITH.

ARTICLE 15 - EXCULPATION

Section 15.1 EXCTULPATION. The provisions of Article 12 of the Note are hereby
incorporated by reference to the fullest extent as if the text of such Article were set forth in its
entirety herein.

ARTICLE 16 - NOTICES

Section 16.1 NOTICES. All notices or cther written communications hereunder shall be
deemed to have been properly given (i) upon delivery, if delivered in person or by facsimile
transmission with receipt acknowledged by the recipient thereof and confirmed by telephone by
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sender, (i) one (1) Business Day (defined below) after having been deposited for overnight delivery
with any reputable overnight courier service, or (iii) three (3) Business Days after having been
deposited in any post office or mail depository regularly maintained by the U.S. Postal Service and
sent by registered or certified mail, postage prepaid, return receipt requested, addressed to Borrower
or Lender, as the case may be, at the addresses set forth on the first page of this Security Instrument
or addressed as such party may from time to time designate by written notice to the other parties.

Either party by notice to the other may designate additional or different addresses for
subsequent notices or communications,

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 New York, New York.

ARTICLE 17 - APPLICABLE LAW

Section 17.1 CHOICE OF LAW. This Security Instrument shall be governed, construed,
applied and enforced in accordance with the laws of the State of Oregon without reference to
conflicts of laws provisions which, but for this provision, would require the application of the law of
any other jurisdiction,

APPLICABLE LAW. All rights, powers and
¢ exercised only to the extent that the exercise
aw and are intended to be limited to the extent

is Security Instrument invalid, unenforceable or rof entitled
to be recorded, registered or filed under the provisions of any applicable law.

ARTICLE 18 - SECONDARY MARKET

Section 18.1 TRANSFER OF LOAN. Lender may, at any time, sell, transfer or assign the
Note, this Security Instrument and the Other Security Documents, and any or all servicing rights with
respect iiereto, or grant participations therein ("Participations") 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, or investor in such Participations or Securities (collectively, the "Investor") or
any Rating Agency rating such Securities, each prospective Investor, and any organization
maintaining databases on the underwriting and performance of commercial mortgage loans, all
documents and information which Lender now has or may hereafter acquire relating to the Debt and
to Borrewer, any Guarantor, any Indemnitor(s) and the Property, whether furnished by Borrower,
any Guarantor, any Indemnitor(s) or otherwise, as Lender determines necessary or desirable.
Borrower irrevocably waives any and all rights it may have under applicable law to prohibit such
disclosure, including but not limited to any right of privacy.

*

th any transfer made or any Securities created pursuant to this
Section, including, without limitation, the delivery of an estoppel certificate required in accordance
with Subsection 7.4(c) hereof and such other documents as may be reasonably requested by Lender.
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Borrower shall also furnish and Borrower, any Guarantor and any Indemnitor consent to Lender
furniching to such Investors or such prospective Investors or such Rating Agency any and all
infermation concerning the Property, the Leases, the financial condition of Borrower, any Guarantor

and any Indemnitor as may be requested by Lender, any Investor, any prospective Investor or any
Rating Agency in connection with any sale, transfer, Participations, or Securities.

ARTICLE 19 - COSTS

Section 19.1 M ) F ROWER. Borrower acknowledges

and confirms that Lender shall impose certain administrative processing and/or commitment fees in
connection with () the extension, renewal, modification, amendment and termination of the Loan,
(b) the release or substitution of collateral therefor, (c) cobtaining certain consents, waivers and
approvals with respect to the Property, or (d) the review of any Lease or proposed Lease or the
preparation or review of any subordination, non-disturbance and attornment agreement (the
occurrence of any of the above shall be called an "Event"). Borrower further acknowledges and
confimms that it shall be responsible for the payment of all costs of reappraisal of the Property or any
part thereof, whether required by law, regulation, Lender or any governmentai or quasi-governmental
authority. Borrower hereby acknowledges and agrees to pay, immediately, with or without demand,
all such fees (as the same may be increased or decreased from time to time), and any additional fees
of a similar type or nature which may be imposed by Lender from time to time, upon the occurrence
of any Event or otherwise. Wherever it is provided for herein that Borrower pay any costs and
expenscs, such costs and expenses shall include, but not be limited to, al! reasonable legal fees and
disbursements of Lender, whether with respect to retained firms, the reimbursement for the expenses
of in-house staff or otherwise.

Section 19.2  LEGAL FEES FOR ENFORCEMENT. (a) Borrower shall pay all reasonable

legal fees incurred by Lender in connection with (i) the preparation of the Note, this Security
Instrument and the Other Security Documents and (ii) the items set forth in Section 19.1 above, and
(b) Borrower shall pay to Lender on demand any and all expenses, including legal expenses and
attorneys' fees, incurred or paid by Lender in protecting its interest in the Property or in collecting
any amount payable hereunder or in enforcing its rights hereunder with respect to the Property,
whether or not any legal proceeding is commenced hereunder or thereunder, together with interest
thereon at the Default Rate from the date paid or incurred by Lender until such expenses are paid by
Borrower.

ARTICLE 20 - DEFINITIONS
Section 20.1  GENERAL DEFINITIONS. Unless the context clearly 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 any interest
therein," the word "Lender” shall mean "Lender and any subsequent holder of the Note," the word
*Trustee™ shall mean "Trustee and any substitute Trustee of the estates, properties, powers, trusts,
and rights conferred upon Trustee pursuant to this Security Instrument,” the word "Note" shall mean
“the Note and any other evidence of indebtedness secured by this Security Instrument," the word
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"person” shall include an individual, corporation, partnership, limited liability company, 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” and “counsel fees” shall include any and all attorneys', paralegal 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.

ARTICLE 2! - MISCELLANEOUS PROVISIONS

Section 21.1 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 writing signed
by the party against whom enforcement of any modification, amendment, waiver, extension, change,
discharge or termination is sought.

Section 21.2 LIABILITY. If Borrower consists of more than one person, the obligations
and liabilities of each such person hereunder shall be joint and several. This Security Instrument shall
be binding upon and inure to the benefit of Borrower and Lender and their respective successors and
assigns {orever.

Section 21.3 INAPPLICABLE PROVISIONS. If any term, covenant or condition of the
Note or this Security Instrument is keld to be invalid, illegal or unenforceable in any respect, the Note
and this Security Instrument shall be construed without such provision.

Section21.4 DUPLICATE ORIGINALS: COUNTERPARTS. This Security Instrument
may be executed in any number of duplicate originals and each duplicate original shall be deemed to
be an original. This Security Instrument may be executed in several counterparts, each of which
counterparts shall be deemed an original instrument and all of which together shali constitute a single
Security Instrument. The failure of any party hereto to execute this Security Instrument, or any
counterpart hereof, shall not relieve the other signatories from their obligations hereunder.

Section 21.5 EME&AMENQE& 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,

ARTICLE 22 - DEED OF TRUST PROV ISIONS

Section 22.1 CME&NIHQJEMEE Trustee shall be under no duty to take any

action hereunder except as expressly required hereunder or by law, or to perform any act which
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would involve Trustee in any expense or liability or to institute or defend any suit in respect hereof,
unless properly indemnified to Trustee's reasonable satisfaction. Trustee, by acceptance of this
Security Instrument, covenants to perform and fulfill the trusts herein created, being liable, however,
only for gross negligence or willful misconduct, and hereby waives any statutory fee and agrees to
accept reasonable compensation, in lieu thereof for any services rendered by Trustee in accordance
with the terms hereof. Trustee may resign at any time upon giving thirty (30) days' notice to
Borrower and to Lender. Lender may remove Trustee at any time or from time to time and select
a successor trustee. In the event of the death, removal, resignation, refusal to act, or inability to act
of Trustee, or in its sole discretion for any reason whatsoever Lender may, without notice and
without specifying any reason therefor and without applying to any court, select and appoint a
successor trustee by an instrument recorded wherever this Security Instrument is recorded and all
powers, rights, duties and authority of Trustee, as aforesaid, shall thereupon become vested in such
successor. Such substitute trustee shall not be required to give bond for the faithful performance of
the duties of Trustee hereunder unless required by Lender. The procedure provided for in this
paragraph for substitution of Trustee shall be in addition to and not in exclusion of any other
provisions for substitution, by law or otherwise.

Section 22.2 TRUSTEE'S FEES. Borrower shall pay all reasonable costs, fees and
expenses incurred by Trustee and Trustee's agents and counsel in connection with the performarnce
by Trustee of Trustee's duties hereunder and all such costs, fees and expenses shall be secured by this
Secunty Instrument.

Section 22.3 CERTAIN RIGHTS. With the approval of Lender, Trustee shall have the
right to take any and all of the following actions: (i) to select, employ, and advise with counsel {who
may be, but need not be, counsel for Lender) upon any matters arising hereunder, including the
preparation, execution, and interpretaticn of the Note, this Security Instrument or the Other Security
Documents, and shall be fully protected in relying as to legal matters on the advice of counsel, (i) to
execute any of the trusts and powers hereof and to perform any duty hereunder either directly or
through his/her agents or attorneys, (iii) to select and employ, in and about the execution of his/her
duties hereunder, suitable accountants, engineers and other experts, agents and attorneys-in-fact,
either corporate or individual, not regularly in the employ of Trustee, and Trustee shall not be
answerable for any act, default, negligence, or misconduct of any suck accountant, engineer or other
expert, agent or attomey-in-fact, if selected with reasonable care, or for any error of judgment or act
done by Trustee in good faith, or be otherwise responsible or accountable under any circumstances
whatsoever, except for Trustee's gross negligence or bad faith, and (iv) any and all other lawful action
as Lender may instruct Trustes to take to protect or enforce Lender's rights hereunder. Trustee shall
not be personally liable in case of entry by Trustee, or anyone entering by virtue of the powers herein
granted to Trustee, upon the Property for debts contracted for or liability or damages incurred in the
management or operation of the Property. Trustee shall have the right to rely on any instrument,
document, or signature authcrizing or supporting an action taken or proposed to be taken by Trustee
hereunder, believed by Trustee in good faith to be genuine. Trustee shall be entitied to
reimbursement for aciual expenses incurred by Trustee in the performance of Trustee's duties
hereunder and to reasonable compensation for such of Trustee's services hereunder as shall be
rendered.
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Section 22 4 N . All moneys received by Trustee shall, unti] used
or applied as herein provided, be held in trust for the purposes for which they were received, but need

not be segregated in any manner from any other moneys (except to the extent required by applicable
law) and Trustee shalj be under no liability for interest on any moneys received by Trustee hereunder,

Section 22.5 {T. Should any deed, conveyance, or
instrument of any rature be required from Rorrower by any Trustee or substitute trustee to more fully
and certainly vest in and confirm to the Trustee or substitute trustee such estates rights, powers, and
duties, then, upon request by the Trustee or substitute trustee, any and all such deeds, conveyances
and instruments shali be made, executed, acknowledged, and delivered and shall be caused to be
recorded and/or filed by Borrower.

Ty

Section 22.6 mmm Any substitute trustee appointed pursuant
to any of the provisions hereof shall, without any further act, deed, or conveyance, become vested
with all the estates, properties, rights, powers, and trusts of its or his/her predecessor in the rights
hereunder with like effect as if originally named as Trustee herein: but nevertheless, upon the written

bstitute trustee, upon
ts of the Trustee so ceasing to act, and shal duly assign, transfer
Property and moneys held by such Trustee to the substitute trustee so
appointed in the Trustee's piace.

ARTICLE 23 - SPECIAL OREGON PROVISIONS

Section 23. REQUIRED NOTICES.

WARNING

UNLESS GRANTOR PROVIDES BENEFICIARY WITH EVIDENCE OF THE
INSURANCE COVERAGE AS REQUIRED UNDER THIS TRUST ENEFICIARY
MAY PURCHASE INSURA
BENEFICIARY'S INTEREST.

PROTECT GRANTOR'S INTE

THE COVERAGE BE

MAKES OR ANY CLAIM MADE AGAINST GRAN
CANCEL THIS COVERAGE Ry PROVIDING EvI
OBTAINED PROPERTY COVERAGE ELSEWHERE.

GRANTOR 1S RESPONSIBLE FOR THE COST OF ANy INSURANCE
PURCHASED BY BENEFICIARY. THE COST OF THIS INSURANCE MAY BE ADDED
TO GRANTOR'S CONTRACT OR LOAN BALANCE. IF THE COST 1§ ADDED T0O
GRANTOR'S CONTRACT OR LOAN BALANCE, THE INTEREST RATE ON THE
UNDERLYING CO WILL APPLY TO THIS ADDED AMOUNT. THE

ATE GRANTOR'S PRIOR

ATMAINO2: 246267 _1.WPD Big 5 Sporting Goods-Klamath Falls, GR
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IARY PURCHASES
MORE EXPENSIVE THAN INSURANCE GRANTOR CAN OBTAIN ON GRANTOR'S
OWN AND MAY NOT SATISFY ANY NEED FOR PROPERTY DAMAGE COVERAGE
OR ANY MANDATORY LIABILITY INSURANCE REQUIREMENTS IMPOSED BY
APPLICABLE LAW.

THIS INSTRUMEN
THIS INSTRUME

TY OR COUNTY PLANNING DEPARTMENT TO VERIFY
APPROVED USES AND TG DETERMINE ANY LIMITS ON LAWSUITS AGAINST
FARMING OR OREST PRACTICES AS DEFINED IN ORS 30.930.

NOTICE TO THE BORROWER

NOTICE TO THE BORROWER

DO NOT SIGN THIs DEED OF RITY AGREEMENT BEFORE
YOU READ IT, THE NOTE IT SEC S AUTHORIZES THE LENDER TO REFUSE TO
ACCEPT REPAYMENT OF THE LOAN PRIOR TO THE DATE PROVIDED FOR
REPAYMENT IN THE NOTE.

[THE BALANCE OF THIS PAGE 1S INTENTIONALLY BLANK ]

ATMAINC2: 245287 1. WPD Big $ Sporting Goods-Klamath Falls, OR
601755-135.001 Loan No. 416127-1




45364
IN WITNESS WHEREOF, THIS SECURITY INSTRUMENT has been exec
Borrower as of the day and year first above written,

uted by

NO APPLES I - KLAMATH FALLS,
L.L.C,, alimited liability company organized
under the laws of Washington

K4 ds
(SEAL)

Michael J. Schregk, Member

ATMAING2: 246287 _1.WPD Big 5 Sporting Goods-Klamath Falls, OR
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STATE OF J’”wﬁ»«?m
COUNTY OF t’mg

This instrument was acknowledged before me this /¢ ™ day of September, 1998, by
Michael J. Schreck and James B. Rose, as the sole members of No Apples I - Klamath Falls, LLC,

a limited liability compan organized under the laws of Washington.
o pany ity g
K Oris,

i
A\ 38tey S - -
o ‘;E:f’;‘s\f"‘" [ ; ,
N P75y < !
éBb Y .
-
147

ary Public

\)
L7 A
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" Al'

EXHIIT
DESCRIPTION OF FROPERTY

A parcel of land situated in the SE ¥% NE % of Section 9, Township 39 South, Range 9
East of the Willamette Meridian, being Lots 16 ang 17 of TRACT 1276, a Re-
Subdivision of a portion of Lot 3, Block 1 of “Tract 1080-Washbum Park", according to
the official plat thereof on fie in the office of the County Clerk of Klamath County,
Oregon, being more particularly described as follows:

point being
feet; thence
North 00°02' 00" West 202.00 feet; thence
point of beginning.

COUNTY OREGON

COVENANTS AND

PAGE 12081, OF THE RECORDS AS
NO.1 TO EASEMENTS WITH CO
RECORDED IN VOLUME M-97,

STATE OF OREGON: COUNTY OF KLAMATH - ss.

Filed for record at request of First American Title the 1ith day
of _ _ December AD. 1o 28 _at__1:02  Sicjock —P- M., and duly recorded in Vol. M98 ,
of

45316

Mortgages on Page .
ernetha G, Letsch, County Clerk
FEE $260.00 By 5:@32@ . 2@:4,4 -




