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CORRECTED DEED OF TRUST AND SECURITY AGREEMENT

THIS CORRECTED DEED OF TRUST aND SECURITY AGREEMENT (the
“"Security Instrument”) made ag of the st day of September, 1998, by ELBORADO HEIGHTs,
L.L.C. an Oregon 1i iabili ompany, ing its principal place of business at 507 SE
Columbia Shores Boy , Suil X ‘er, f 98661 (the "Borrower"). in favor
ofAM_ERITiTLE, having f . k h Falis, Oregon 57601 | as trustee
("Trustee"), for the use ] ) 1AL, INC. 3 Virginia corporation,
having an address o/o Dynex Healthcare, Inc., Executive Center #2, 3rd F loor, 1040 Broad Street,
Shrewsbury, New Jersey 07702, as beneficiary {("Lender™),

RECITALS:

Bomower by its promissory note of even date herewith given 'o Lender s indebted 10 Lender
in the principai sum of FOUR MILLION AND NO/100s DCOLLARS {$4.000,000) in 12y ful mone
of the United States of America (the note together with aj) extensions, renewals, modifications
substitutions and amendments thereof shall collectiveiy be referred to as the "Note"), with interes;
from the date thercof at the rates set forth in the Note, principal and interest to be payable in
accordance with the terms and conditions provided in the Note,

Borrower desires o secure the Payment of the Dehy (as defined in Article 2) and the
performance of alf of its obligations under the Note and the Gther Obligations (as defined in Article

2).
t-GRANTS OF SECURITY

1. PROPERTY GRANTED. Borrower, for and in consideration of the sum of Ten
(510.00) Doilars and other valuable consideration in hand paid, the receipt and sufficiency of which
hereby is acknowledged. and the further consideration, uses, purposes and trusts herein set forth and
declared, hag granted, bargained, sold, ransferred, assigned, set over and conveyed and by these
presents does grant, bargain. sell, transfer, assign, set cver and convey unto Trustee, and grant to
Lender a Security interest in, alj of the foliowing property, rights, interests and estates now owned,
or hereafter acquired by Borrower (collecﬁve!y. the "Property™): (a} the reaj Property described in
Exhibit "A" attached hereto and made a part hereof (the "Lang" ); (b} alf additional lands, estates ang
development rights herzafier acquired by Borrower for use in connection with the Land and the
development of the Land and all additional ands and estates therein which may, from time to time,
by supplemental mortgage or otherwise be cexpressly made subjeci to the iten of this Security
Instrument: {c)the buildings, structures, fixtures, additions, enlargements, extensions, modifications,
repairs, replacements and improvements oW or hereafler erscted or locaied on the Land (the
"Improvemems"), {d) alj casements, zights—of—way Or use, rights, Sirips and gores of land, streets,
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the estates, rights, titles, interests.
dower and rights B8r, 1ght: €3y, property, possession, claim and demand
whatsoever, both at faw and in eqg €r of; in and to the Land and the Improvements and
CVery part and parcel thereof, with the appurtenances thereto: (e} 2N machinery, ¢q uipment,
equipraent leases, fixtures ('inciuding, but not limited to, all heating, ajr conditioning, plumbing,
highting, corimunicat; levator fixtures) and other Property of every kind and nature
i i 4s or shall have an interest. now or hereaficr
located upon the Land . } s, or appurtenant ble in connection with
the present or future operation and occupg €ments andg alj butlding
equipment, materials and g Y ; Borrower, or i which
B er h ! 4y 1 ) ‘ port the Land and the
liaprovements. or appurtenant thereto, or usable in connection "vith the present or future operation
and occupancy of the Land and the Improvements (collectx’veiy, the "Personal Prop
right, titfe and mterest of Borrower i and 1 any of the Personal Property which may be subject 1o
any security interests, as defined in the Uniform Commerciul Code, as adopted and enacted vy the
“Uniform Commercial Code"), supetior in
nd all proceeds and products of the above; () alj lcases,
beCupancy agreements and other agreements a ecting the use, enjoyment or Gccupancy of the Land
and the Improvements heretofore or hereafler entered nto, whether before or afier the filing by or
against Borrower of any petition for relief under 1 U 5. § 101 et 8¢€q., as the same may be
amended from time to time (the "Bankmpzcy Code") (the "Leases") and alj right, title and interest
of Boirower, jig Successors and assigns therein and thereunde.r, inci:.-ding, without limitation, cash
Or securities deposited thereunder to secure the performance by the lessees of their obligations
thereunder and aj] rents, additional Tents, revenues, issyes and profiis (including al] o) and gas or
other mineral foyalties and bonuses) from the Land and e Improvemenss whether g
before or after the filing by or against Borrow ition for reljef fer i ankruptey Code
(the "Rents") ang aJ) proceeds from the sale or other disposition of the Leases and the 1 ght to receive
and appiy the Rents to the payment of the Debt; (g all awards or payments, including interest
thereon, which may heretofore and hereafter be made with respect to the Property, whether from the
exercise of the right of eminent domain {including but not limited to any transfer made in Jiey of or
(n anticipation of the exercise of the right), 8¢ of grade, or for any other injury 1o or
decrease in the value of the Property: (h) all proceeds of and any unearned premiypg on any
insurance policies covering the Property, including, without limitat: night to receive and apply
the proceeds of any insurance, Judgments, or settlements made in lieu thereof, for damage to the
Property, (1) al refunds, rebates or credits in connection with 2 reduction in real estate taxes and
assessments charged against the Property as a result of 1ax ceroran or any applications or
proceedings for reduction; () alj proceeds of the conversion, volumtary or invoiuntary, of any of the
foregoing including, withoyt limitation, proceeds of insurance and condemnation awards, into cash
or liquidation claims; (k) the right, in the name and on behaif of Borrower, o appear in and defend
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any action or proceeding brought with respect to the Property and to commesnce any action of
proceeding to protect the interest of Lender in the Property; (1) all agreements, contracts, cerfificates,
instruments, franchises, permits, licenses, plans, specifications, provider agreements and receivables
therefrom (if applicable) and other documents, now or hereafter entered into, and all rights therem
and thereto, respecting or pertaining to 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 happening of any default hereunder.
to receive and coliect any sums payable to Borrower thercunder; (m) all tradenames, trademarks.
servicemarks, logos, copyrights, goodwill, books and records and all other general intangibles
relating to or used in connection with the operation of the Property; and (n) any and all other rights
of Borrower in and to the items set forth in Subsections (a) through (m) above.

1.2 ASSIGNMENT OF RENTS. Berrower hereby absolutely and unconditionalth
assigns to Lender Borrower's right, title and interest in and (o all current and future Leases and
Rents: it being intended by Borrower that this assignment constituies a present, absolute assignment
and not an assignment for additional security only. Nevertheless, subject to the termns of this Section
1 2 and Section 3.7, Lender grants to Borrower a revocable license to collect and receive the Rents
Borrower shall hold the Rents, or a portion thereof sufficient to discharge all current sums due on
the Debt, for use in the payment of such sums.

1.3 SECURITY AGREEMENT. This Security Instrument is both a real nroperty deed
of trust and a "security agreement” within the meaning of the Uniform Commercial Code The

Property includes both real and personal property and ali other rights and interests. whether 1zngibie
or intangible in nature, of Borrower in the Property. By executing and delivering this Security
Instrument, Borrower hereby grants to Lender, as security for the Obligations (defined in Section
2.3}, a securily interest in the Property to the full extent that the Property may be subject to the
Uniform Commercial Code.

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

CONDITIONS TO GRANT
TO HAVE AND TO HOLD the abovs granted and described Property unte Trustes, a»
trustee for the benefit of Lender, to its successors in the trust created by this Security Instrument and

to its or their respective assigns, forever, in trust, however, upen the terms and conditions set forth
herein.
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IN TRUST, WiTH THE POWER OF SALE, to secwre payment to Lender of the Debt at
the time and in the manner provided for its payment in the Note and in this Security Instrument.

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

2 - DEBT AND OBLIGATIONS SECURED; PAYMENTS

21 DEBT AND OBLIGATIONS SECURED. This Security Instrument and the grants,
assignments and transters made in Article 1 are given for the purpose of securing the following, in
such order of priority as Lender may determine in its sole discretion (the "Debt"): (a) the payment
of the indebtedness evidenced by the Note in lawful money of the United States of America; (b) the
payment of interest, default interest, late charges, prepayrment premiums and other sums, as provided
in the Note, this Security Instrument or the Other Secunty Dccuments (defined below); (¢) the
payment of all other moneys agreed or provided to be paid by Borrower in the Note, this Security
Instrument or the Other Security Documents, and (d) the paymen: of all sums advanced pursuant (o
this Security Instrument to protect and preserve the Property and the lien and the security interest
created hereby. This Security Instrument and the grants, assignments and transfers made in Article
I are also given for the purpose of securing the performance of each obligation of Rorrower

contained this Security Instrument, the Note and the Other Security Documents and in any renewal,
extension, amendment, modification, consolidation, change of, or substitution or replacement for,
ail or any part of this Security Instrument, the Note or the Other Security Documents (collectively,
the "Other Obligations™). Boirower's obligations for the payment of the Debt and the performance
of the Other Obligations shall be referred to collectively below as the "Obligations."

2.2 PAYMENTS. 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 any pari of
the Debt shail not, regardless ot any receipt or credit issued therefor, constitute payment until the
required amount is actually received by Lender in funds immediately available at the place where
the Note is payable (or any other place as Lender, in Lender's sole discretion, may have established
by delivery of written netice thereof to Borrower) and shall be made and accepted subject to the
condition that any check or draft may be handled for collection in accordance with the practice of
the collecting bank or banks. Acceptance by Lender of any payment in an amount less than the
amount then due shall be deemed an acceptance on account only, and the failure to pay the entire
amount then due shall be and continue to be an Event of Defauk {defined below).
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3 - BORROWER COVENANTS
Borrower covenants and agrees that:

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

32 INCORPORATION BY REFERENCE. Al the covenants, conditions and
agreements contained in (a) the Note and (b) alf and any of the documents other than the Note or this
Security Insttument now or hereafier executed by Borrower and/or others and by or in favor of
Lender, which wholly or partially secure or guaranty payment of the Note or which have otherwise
been executed by Borrower and/or otherwise in connection with the loan evidenced by the Note (the
"Other Security Documents"), are hereby made a part of this Security Instrument to the same extent
and with the same force as if fully set forth herein.

3.3 INSURANCE.

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

() comprehensive all risk insurance on the Improvements and the
Persoral Property, including contingent liability from Operation of Building Laws, Demolition Costs
and Increased Cost of Construction Endorsements, in each case {A) in an amount equal to 100% of
the "Full Replacement Cost," which for purposes of this Sccurity Instrument shall mean actual
replacement value (exclusive of costs of excavations, foundations, underground utilities and
footings) with a waiver of depreciation; (B) containing an agreed amount endorsement with respect
to the Improvemens and Personal Property waiving all co-insurance provisions; (C) providing for
no deduetible; and (D) containing an "Ordinance or Law Coverage” or "Enforcement” endorsement
if any of the Improvements or the use of the Property shall at any time constiiute legal non-
conforming structures or uses. I addition, Borrower shall obtain (y) flood hazard insurance if any
portion of the Improvements is currently or at any time in the future located in a federally designated
“special flood hazard area”, flood hazard insurance in an amount equal to the lesser of (a) the
ouistanding principal balance of the Note or (b) the maximum amount of such insurance availabie
under the National Flood Insurance Act of 1968, the Flood Disaster Proiection Actof 1973 or the
National Flood [nsurance Reform Act of 1994, as each may be amended or such greater amount as
Lender shall require; and (z) earthquake insurance in amounts and in form and substance satisfactony
ta Lender in the event the Property is located in an area with a high degree of seistmis activity,
provided that the insurance pursuant to clauses (v) and {2} hereof shall be on terms consistent with
the comprehensive all disk insurance policy required under this Subsection 3.3{aXi) except that the
deductible on such insurance shall not be in excess of five percent (5%} of the appraised value of the
Property;

(i)  commercial general liability insurance against claims for personal
injury, bodily injury, death or property damage occurTing upos, in or about the Property, such
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insurance (A) to be on the so-called "oocurrence” form with a combined single limit ( including
"umbrelia” coverage in place} of not less than $3,000,000, with 2 $5,000,600 minimum general
aggregaie limit; (B) to continue at not iess than the aforesaid limit unti required to be changed by
Lender in writing by reason of changed economic conditions making such protection inadequate;
and (C) to cover at Jeast the following hazargs: (}) premises and operations; (2) products and
completed vperations on an "if any” basis; (3) independent contraciors: and (4) blanket contractya)
lability for ali written and oral contracts, to the extent the same is available,

{i11)  business income insurance (A} with loss payable to Lender: (B)
corenng all risks required to be covered by the insurance provided for in Subsection 3 Ja)iy (C)
fontaining an extended period of indemnity endorsement which provides that after the physical loss
W the improvements and Personal Propertv has been tepaired, the continued loss of income wilj be
nsured unti such income either retums to the same level it was at prior 1o the loss, or the expiration
of twenty-four (24} months from the date of the loss, whichey er first occurs, and notwithsianding
that the policy 1iEy expire prior to the end of such period; and (D} in an amount equal 1o 100% of
the projected gross income from the Property for a period of twelve (12) months. The amount of
such: business 1ncome insurance shall be determined prior to the date hereof and at least once cach
vear thereafler based on Borrower's reascnabie estimate of the gross income from the Propenty for
the succeeding twelve (12} month period. All Insurance proceeds pavable to Lender pursuant to this
Subsection shall be held by Lender and shal} be applied to the obligations secured hereunder from
time to time due and payable hureunder and under the Note; provided, however, thai nothing herein
contained shall be deemed 1o relieve Borrower of its obligations to pay the obligations secured
hereunder on the respective dates of payment provided for in the Note except to the extent such
amounts are actually paid ont of the proceeds of such business ‘ncome insurance;

(tvi  atall times during which stnictural construction, repairs or alterations
are being made with respect to the Improvements (A) owner's contingent or protective lability
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(2){i) written in a so-called builder's risk completed value form {()ona non-reporting basis (2)
against all risks insured against pursuant to Subsection 3.3(a)i), (3) including permission 1o occupy
the Property, and (4) with an agreed amount endorserment waiving co-insurance provisions:

(v) if applicable, workers’ compensation, subject to the statutory limits
of the state in which the Property is located, and employer's liability insurance with a limit o€ at least
$1,000,000.06 per accident and per disease per employes, and $1,900,000.00 for disease aggregate
in respect of any work or operaticns on or abont the Property, or in connection with the Property or
its operation;

{(v)  if applicable, comprehensive boiler and machinery insurance, if
applicable, in amounts as shall be reasonably required by Lender;
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(vii) if applicable, motor vehicle hability coverage for all owned and non-
owned vehicles, inciuding rented and leased vehicles coniaining myrimum Hmils reasconably
acceptable to Lender; and

{vii1) such other insurance and in such amounts as Lender from time to time
may reasonably request agamnst such other insurable hazards which at the time are commonly insured
against for an Assisted Living Facility (as defined in Section 4.1 herein) similar to the Property
iocated in or around the region in which the Property is [ocated.

by All insurance provided for in Subsection 3.3(a) hereof shall be obiained under
vahd and enforceable policies (the "Policies” or in the singular, the "Policyv"), and sha!l be supject
to the approval of Lender as to insurance companies, amounts, forms, deductibles, loss payees and
msurads. The Policies shall be issucd by financially sound and responsible insurance companies
authenized to do business in the state in which the Property 1s located and approved by Lender. The
insurance companies must have an investment grade rating AA or better for claims paying abiliy
assigned by Mocody's [nvestors Service, Inc. and Standard & Poor's Rating Group and a general
policy rating of A or better and a financial class of IX or better by A M  Best Company. Inc. Each
such insurer shall be referred to herein as a "Qualified Insurer”). The Polictes described in
Subscections 3.3(aj)i), (1i1), (iv)}{B} and (v1) shall designate Lencder as loss payce. Not less than thurty
{30) days prior to the ¢xpiration dates of the Policies theretotore fumnished to Lender pursuant to
Subsection 3.3(a), certified copies of the Polictes marked "premium paid” or accompanied by
evidence satisfactory to Lender of payment of the premiums due thereunder (the "Insurance
Premiums”), shall be delivered by Borrower to Lender; provided, however, that in the case of

renewal Policies, Borrower may furnish Lender with binders therefor to be foliowed by the original
Policies when issued.

{c} Borrower shali not obtain (i) any umbrella or blanket liakility or casualty
Policy unless, in each case, such Policy is approved in advance in writing by Lender and Lender's
nterest 1s included therein as provided in this Security Instrument aad such Policy is 1ssued by 2
Qualified Insurer, or (it) separate insurance concurrent in form or contributing 1n the event of loss
with that reguired 1n Subsection 3.3(a) to be fumished by, or which may be reasonably required to
be furnished by, Bomrower. In the event Borrower obtains separate insurance or an umbrella or a
blanket Policy, Borrower shall notify Lender of the same and shall cause certified copies of each
Policy to be delivered as required in Subsection 3.3(a). Any blanket insurance Policy shall
specifically allocate to the Property the amount of coverage from time to tiime required hereunder
and shall otherwise provide the same protection as would 4 separate Policy insuring onh the
Property in compliance with the provisions of Subsection 3.3(a).

(dh All Policies of insurance provided for or contemplated by Subsection 3 3{ai.
except for the Policy referenced in Subsection 3.3{a}{v), shall name Lender and Borrower as the
insured or additional insured, as their respective interests may appear, and ia the case of property
damage, boiler and machinery, flood and earthguake insurance, shall contain a so-called New York
standard non-coniributing mortgagee clause in favar of Lender providing that the loss thereunder
shall be payable to Lender.
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{e) All Policies of insurance provided for in Subsection 3.3¢a) shall contain
clauses or endorsements to the effect that: (1) no act or negligence of Borrower, or anyone acting for
Borrower, or of any tenant urder any Lease or other occupant, or failure to comply with the
provisions of any Policy which might otherwise result in a forfeiture of the insurance or any part
thereof, shall in any way affect the validity or enforceability of the insurance msofar as Lender is
concerned, (ii) the Policy shall not be matenally changed (other than to increase the coverage
provided thereby) or canceled without at least 30 days’ written notice to Lender and any other party
named therein as an insured; (iii) each Policy shall provide that the issuers thereof shall give written
notice to Lender if the Policy has not been renewed thirty (30) days prior to its expiration; and (iv}
Lender shall not be liable for any Insurance Premiums thereen or subject to any assessments
thereunder.

(D Bormrower shall fumish o Lender, on or before tinirty (30) dzvs afier the ciose
of each of Borrower's fiscal years, a statement certified by Borrower or a duly authorized officer of
Borrower of the amounts o{ insurance mainta:ned in compliance herewith, of the risks covered by
such insurance and of the insurance company or companies which carry such insurance and. if
requested by Lender, verification of the adequacy of such insurance by an independent insurance
broker or appraiser acceptable to Lender.

(g) If at any time Lender is not in receipt of written evidence that all insurance
required hereunder is in full force and effect, Lender shall have the right, without notice to Borrow er
1o take such action as Lender deems necessary to protect its interest in the Property, including.
without {imitation, the obtaining of such insurance covera ge as Lender in its sole discretion deerns
appropniate, and all expenses incurred by Lender in connection with such action or in obtaining such
insurance and keeping it in effect shall be paid by Borrower to Lender upon demand and until paid
T

shall be secured by this Sceurity Instrument and shall bear i1terest in accordance with Section 14 |
hereof.

{h) [f the Property shall be damaged or destroyed, in whole or in part, by fire or
o'her casualty, Borrower shall give prompt notice of such damage to Lender and shall promptly
commence and dil'gently prosecute the completion of the repair and restoration of the Property us
ncarly as possible to the condition the Property was in immediately prior 10 such fire or other
cusualty, with such alterations as may be approved by Lender (the "Restoration”) and otherwise in
accordance with Section 4.3 of this Security Instrument, xcept in instances where Lender has faried
or elected not to disburse Net Proceeds to Borrower under such Section 4.3 (provided that such
excepiion shall not apply if the failure to disburse is attributzble to Borrower's failure to comply with
the conditions set forth in Clauses {A), (DY or (I} of subsection 4.3(b)1) or Subsection 4.3(bYn) o1
any other conditions set forth in Section 4.3 which Borrower has the practicai ability 1o satisfv
Lender may, but shall not be obligated to make proof of loss if not made promptly by Borrower

(1) In the event of foreclosure of this Sec urity Instrument, or other transfer of titic

to tae Property in extinguishment in whole or in part of the Debt al} right, title and interest o/
Borrower in and to such policies then in force concernung the Property and all proceeds payable
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thereunder shall thereupon vest in the purchaser at such foreclosure or Lender or other transferee in
the event of such other transfer of title.

34 PAYMENT OF TAXES, ETC. Borrower shall promptly pay all taxes, assessments,
water rates, sewer rents, governmental impositions, and other charges, including without limitation
vault charges and license fees for the use of vaults, chutes and similar areas adjoining the Land, now
or 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 prior to the time same become delinquent. Borrower will deliver
to Lender, promptly upon Lender's request, evidence satistactory 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 againsi the Property Except to the extent sums sufficient o pay all
Taxes and Other Charges have been deposited with Lender in accordance with the terms of this
Security Instrument, Borrower shall furnish to Lender paid receipts for the payment of the Taxes and
Other Charges prior to the date the same shail become delinquent.

35 ESCROW FUND. Borrower shall pay lo 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} cne-tweifth of an
amount which would be sufficient to pay the Insurance Premiums due for the renewal of the
coverage afforded by the Policies upon the expiration thereof (the amounts in {2) and (b} above shall

be called the "Escrow Fund"). Borrower agrees to notify Lender immediately of any changes to the
amounis, schedules and instructions for payment of any Taxes and Insurance Premiums o! which
it has obtained knowledge and authorizes Lender or its agent to obiain the bills for Taxes and Other
Charges directly from the appropriate taxing authority. The Escrow Fund and the payments of
interest or principal or both, payable pursuant to the Note shall be added together and shall be paid
as an aggregate sum by Borrower (o Lender. Lender will apply the Escrow Fund to payments o1
Taxes and Insurance Premiums required to be made by Borrower pursuant to Secticns 3.3 and 3.4
hereof. Ifthe amount of the Escrow Fund shall exceed the amounts due for Taxes and Insurance
Premiums pursuant to Sections 3.3 and 3.4 hereof, Lender shall. in its discretion, retur any execess
to Borrower or credit such excess against future payments to be made to the Escrow Fund. In
allocating such excess, Lender may deal with the person showr on the records of Lender 10 be the
owner of the Property. If the Escrow Fund is not sulficient to pay the items set forth in {(a)and (bh)
above, Borrower shall promptly pay o Lender, upon demand, an amount which Lender shall
estimate as sufficient to make up the deficiency. The Escrow Fund shail not constituts a2 frust fund
and mey be commingled with other moneys held by Lender. No earnings or interest on the Escrow
Fund shall be payable to Borrower.,

3.0 CONDEMNATION. Bomower shall premplly zive Lender notice of the acrual or
threatened commencement of any condemnation or eminent domain proceeding and shal! deliver to
Lender copies of any and all papers served in connection with such proceedings. Lender may
participate in any such proceedings, and Borrower shall from time to time deliver to Lender all
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instruments requested by it o permit such participation. Borrower shall, at its expense, diligently
prosecute any such proceedings, and shall consult with Lender, its attorneys and experis. and
cooperate with them in the carrying on or defense of any such proceedings. Notwithstanding any
taking by any public or quasi-public authority through eminent domain or otherwise {including but
not limited to any transfer made in lieu of or in anticipation of the exercise of such taking), Borrower
shall continue to pay the Debt at the time and in the manner provided for its payment in the Note and
in this Security Instrument and the Diebt shall not be reduced until any award or payment therefor
shall have been actually received and applied by Lender. after the deduction of expenses of
collection, to the reducticn or discharge of the Debt. Lender shall not be limited to the interest paid
on the award by the condemning authority but shail be entitled to receive out of the award interest
at the rate or rates provided herein or in the Note. If the Property or any poriion thereof is taken by
a condemning authority, Borrower shall promptly commence and diligentlv prosecure the
Restoration of the Property and otherwise comply with the provisions of Secticn 4.3 of this Security
[nstrument. If the Property is sold, through foreclosure or otherwise, prior to the receipt by Lender
of the award or payment, Lender shall have the right, whether or not a deficiency judgn.cnt on the
Note shall have been sought, recovered or denied, io receive the award or payment, or a portion
thereof sufficient to pay the Debt.

LEASES AND RENTS.

(a) Except as otherwise consented to by Lender, ail residential ieases shail be
written on the standard form of lease which shall have been approved by Lender. Upon reguest,
Borrower shall furnish Lender with exeeuted copies of ail Leases. No material changes mav be
made to the Lender-approved standard lease without the prior written consent of Lender, which
approval shali not be unreasonably withheld or delayed. In addition, all renewals of Leases and all
proposed leases shall provide for rental rates and terms comparzble to existing local market rates and
terms and shall be arms-tength transactions with bona fide, independent third party tenants. All
proposed leases and renewals of existing Leases, shall not be subject to the prior approval of Lender
and its counsel, provided such Lease or renewal Lease (1) is on the Lender-approved form. subject
only to commercially reasonable variations therefrom, {(i1) is negotiated in an arms-length transaction
with an indepenident third party tenant and (1ii) provides for rental rates and terms comparabie to
existing local market terms. Any Lease or renewa! which does not satisfy the conditions set forth
in (1), (ii) of the preceding sentence shall be subject to the prior approval of Lender. Al Leases
entered into after the date hereof shall provide that they are subordinate to this Security Instrument
and that the lessee agrees to attorn to Lender. Borower (1} shall observe and perform al! the
obligations imposed upon the lessor under the Leases and shall not do or permit to be done anything
to impair the value of the Leases as security for the Debt; (i1) shall promptly send copies tn Lender
of al notices of defeult which Borrower shall send or receive thereunder, (ii1) shall enforce all of the
terms, covenants and conditions contained in the Leases upon the part of the lessee thereunder io b
observed or performed, short of termination thereof: Borrower may terminate, {_eases for default of
lessee thereunder providad such termination is pennitted by applicable law; {iv} shall not colleet any
of the Rents more than one (1) month in advarnce; (v) shall not execute any other assignment of the
lessor's interest in the Leases or the Rents; (vi) shall not alter, modify or change the terms of the
Leases without the prior written consent of Lender, or cancel or terminate the Leases or accept 2
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surtender thereof or convey or transfer o suffer or permit a conveyance or transfer of the Land or
of any interest therein 56 as 1g effect g merger of the estates and rights of, or 5 termination or
diminution of the ebligations of, lessees thereunder, (vii} shall not aiter, modifv or change the ternis
of any Suaranty, letter of credit or other credjp Support with IESpCT to the Leases {(the "Leusc
Guaranzy"} ur cancel or terminate f Wi i : onsent of Lender:

and (viii) shall not consent to any assignment of or subletting under the Leases not i accordance
with their termas, without the prier written consent of Lender,

)] All security deposits of tenants, whether held in cash or any other formi, shuil
noet be commingled with any other funds of Borrower and. fcash, shall be deposited by Bormower
at such commercia] or savings bank or banks as may be reasonably satisfactory to Lender. Bomower
shall. upon Tequest. provide Lender with evidence Teasonab]y satisfactory to Lender of Borrower s
corapliance with the foregoing. Following the occurrence and during the continuance of any Evepy
of Default, Borrower shall, upon Lenders request, if permitied by any applicable legaj requirements.
turn over to Lender the security deposits {and any Interest theretofore camed thereon) with respec:
fo all or any portien of the Property, to be held by Lengder subject to the termns of the Leages.

38 MAINTENANCE OF PROPERTY (2) Borrower shaj) cause the Property o pe
maintained in g 800d and safe condition and repair. The fmprovements and the Personal Property
shall not be removed, demolished of materially altereg {cxcept for normal replacement of the
Personal p ropeity and tenan; Improvements made in cornection with a Lease which has been enterad
into by Borrower In accordance with the terms hercof) without the consent of Lender. Banower
shall prompuly repair, replace or rebuild any part of the Property which may be destroyed by any
casualty, or become damaged, worn or dilapidated or which may pe affected by any proceeding of
the character referred to in Section 3.6 hereof angd shal complete and pay for any strucipre ar an:
time in the process of construction of Tepair on the [ang Borrower shaj not initiate, join in,
acquicsce 14, or conseni to any change in any private restrictive covenant, zoning law or other public
Or nrivate restriction, limiting or defining the yses which may be made of the Property or any part
thereof without ¢ i i . If under applicable ZonIng provisions the use

i ing use, Borrower will not capse
thout the €Xpress writien

(b) Borrower ghaj permit Lender and iys auly authorized agents free access 1o the
Froperty “pon reusonable prior notice to Borrower and shall make available for inspection ajl
property and equipment relating to the Property. Borrower shajj pay Lender annually, on the
anniversary date of the Note the sum of Two Thousand ang No/100 Doflars ( 52,000.00) for the cost
of such inspections,

39 WASTE. Borrower shajj 1ot commit or suffer any waste of the Property or make
any change in the yge of the Property which will in any way matenialy increase the nsk o
other hazarg arising out of the operation of the Property, or take i invalidate or

give cause for cancellation of any Policy, or do or Permiit 1o be dope thereon anything thar
any way materially impair the value of the Property or the security of thiy Security
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310 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 afTecting the
Property, or the use thereof inciuding, but not limited to, the laws, ordinances, government niles and
regulations governing Assisted Living Facilities of the State of Oregon or tiic municipality or
political subdivision in which the Property is located, the Fair Housing Act and the Americans with
Disabilities Act ("ADA™ (collectively, the "Applicable Laws").

(b} Borrower shall (i) from time to time, upon Lender's request, provide Lender
with evidence reasonably satisfactory to Lender that the Property complies with all maternial
Applicable Laws or is exempt from comypliance with Applicable Laws and (i) give prompt notice
to Lender of the receipt by Botrower of any notice reluted to a violation of any Applicable Laws and
of the commencement of any proceedings of investigations which relate to compliance with
Applicable Laws.

(c) Borrower will take apprapriate measures to prevent and will not engage in of
knowingly permit any illegal activities at the Property.

311 BOOKS AND RECORDS.

(a) Rorrower and any Guarantors (defined in Subsectien 10. 1(e)) and Indemmitors
{defined in Subsection 10.1(k)), if any, shall keep adequate books and records of account in
accordance with generally accepted accounting principles. consistently applied ("GAAP"}), of n
accordance with other methods accepiabie to Lender in its sole discretion, consistently appitex and
furnish to Lender:

N an annual operating statement of the Property detailing the total
revenues received, total expenses incurred, total cost of all capitai improvements. total debt service
and total cash flow, and containing 2 comparison for such period with the annual budget delivered
pursuant to Subsection 3.1 1(a)(iv), to be prepared and certified by Borrower in the form required by
Lender, within mnety {90) days after the close of each fiscal year of Borrower and if available, any
operaiing staterenis prepared by an independent certified public accountant within thirty (30) davs
of the date ihe same are made availabie to Borrower;

(i)  a monthly balance sheet, profit and loss statement of Borrower and
rent toll, including occupancy and payor mix in the form required by Lender, prepared and certified
by the Borrower, within (1) thirty (30) days following the end of each month through and including
the last month of the year following the year in which the Note was executed and thereafter (2} a
guerterly/anrual balance sheet, profit and loss statement of Borrower and rent roli including
occupancy and payor mix not later than thirty (30) days following the end of each calendar quarter
and ninety {30) days after the close of each fiscal year of Borrower, and, if available, any financial
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statement prepared by an izidependem certified public accountan: with respect to the Bormrower within
thirty (30) days of the date the same are made available to any persons,

(1)  aquarterly/annual balance sheet and profit and loss statement of any
Guarantors and any Indemnitors, in the form required by Lender, prepared and certified by any
Guarantors and any Indemnitors, within not later than thirty (30) days following the end of each
calendar quarter and ninety (90} days after the close of each fiscal year of any Guarantors and any
Indemnitors, and, if available, any financial statement prepared by an independent certified public
accountant with respect to any Guarantors and any Indetnnitors, within thirty (30) days of the date
the same are made available to any persons,

(iv)  an annual Operating budget presented on 3 monthly basis consistent
with the quarterly and annual operating statements described above for the Property, including cash
flow projections for the upcoming vear, and ai} propesed capital replacements ang Improvements
at least fifieen (15) days prier to the start of each calendar year:

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

(vi}  within ten (10) days of receipt, a copy of Borrower's most recent
operating license and most recent survey for Medicare and Medicaid certifications and a copy of the
annual cost report for the Property within 45 days of filing (if applicable); and statements of
deficiencies (if any) with pians of correction attached thereto;

(vii)  Upon Lender's request, evidence of payment by the Borrower of any
applicable provider bed taxes or similar iaxes, which taxes Borrower agress to pay; and

(viii)  Within three (3) days of receipt, any and all notices {regardiess of
form) from any ard af] licensing and/or certifying agencies that the license and/or any applicable
reimbursement contract or certification ofthe Project is being downgraded to a substandard category,
revoked, or suspended, or that action is pending or being considered to downgrade to a substandard
category, revoke, or suspend the Project’s license or ceriification,

(b) Borrower, Affiliates (hereinafter defined) any Guarantor and any Indemnitor
shall furnish Lender with such other additional financial or management information as may, frem
time to time, be reasonably required by Lender in form and substance reasonably satisfactory to
Lender a property management report for the Property, showing the number of; nquiries made and/or
rental applicaticns received from leniants or prospective tenants and deposits received from tenants
and any other information requested by Lender, in reasonable detaii and certified by Borrower {or
an officer, general partner or principal of Borrower if Bormower is not an tndividual} to be true and
complete. Borrower, its Affihates, any Guarantor and any Incemnitor shall furnish to Lender and
its agents convenient facilities for the examination and audit of any such books and records, All
references 1o “Affiliates” shall mean with respect to 2 specified person or entity, a person or entity
who {i) directiy or indirectly through one or more intermediaries controls, is controlied oy, or is
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under common control, with the specified person or entity; (i} is a partner, director, officer or ustee
of the specified person or entity or of any person of entity described in clause (i) above; (iii) 5 2
partuer of a partnership or joint venturs which owns, or is a beneficiary or trustee of a trust which
owns, or other owner of any stock or other evidences of beneficial ownership in, the specified person
or eqtily or any person or entity as described in clause (i) above; or (iv) is related to the specified
person by blood (including grandparents of the specified person and of hus or her spouse and all
lineal descendants of such grandparents) or marriage to the specified person or to any person
described in (i) above or of the spouse of any of the foregoing persons. For purposes of this
definition, the term “control” with respect to a specified person or entity means the possession,
directly or indirectly, of the power to direct or cause the direction of the management and policies
of the specified person or entity, whether through the ownership of voting stock, by contract or
otherwise.

312 PAYMENT FOR LABOR AND MATERIALS. Borrower will promptly pay when
due ail bills and costs for labor, materials, and specifically fabricated materials incusred in
connection with the Property and never permit 1o exist beyond the due date thereof in respect of the
Property or any part therecf any lien or security interest, even though inferior (o the liens and the
security interests hereof, and in any event never permit to be created or exist in respect of the
Property or any part thereof any other or additional lien or security interest other than the liens or
secunity interests hereof, except for the Permitied Exceptions (defined below).

3113 MANAGEMENT. Ifthe Debt Service Coverage Ratio (as defined herein) calculated
in any twelve consecutive month period shall fall below 1.0:1.0, then Lender. at its option, may
require Borrower to engage a bona-fide, independent third party management agent approved by
Lender in its sole discretion (the "New Manager") to manage the Property. The New Manager shali
be engaged by Borrower pursuant to a written management agreement that complies with the terms
hereof and is otherwise satisfactory to Lender in all respects. Pursuant 10 that ceriain Management
Agreement dated September 6, 1996, the manager of the Property is Prestige Senior Living, L.L.C.
The Borrower shall not enter into any other managemen: agresment with respect to all or
substantially ali of the Property without first obtaining Lender’s written consent io the form and
substance of the managemem agreement and the identity of the manager. The new managet shail
enter into a subordination agreement acceptable in form and substance ic the Lender and which shali
provide that the new management agresment shall terminate upon the occurrence of an Event S>f
Defauit.

114 PERFORMANCE OF OTHER AGREEMENTS. Borrower shall observe and
perform each and every term © be observed or performed by Borrower pursuant to the terms of any
agrecment or recorded instrument affecting or pertaining to the Property, or given by Borrower 0
Lender for the purpose of further securing an obligation secured hereby and any amendments.
modifications or changes thereto.

315 CHANGE QF NAME, IDENTITY OR STRUCTURE. Boirower will not change
Bomower's name, identity (including its trade name o7 names) or, if not an individual, Bortower's
corporate, partnership or other structure without notifying Lender of such change in writing at least
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est of Lender,

to Lender bisting the trade names under

Tepresenting and warranting that Borrower doeg
perty.

EXISTENCE. Borrower wijj continuously maintain its existence and iis nghts (o
SINESS 111 the state where the Property is located together with jig franchises ang trade names,

317 DEBT SERVICE COVERAGE RATIO, Commencing January 1, 1999 ard
continung throughout the term of the Loan, the Debt Service Coverage Ratiq (as defined in Section
4.3 below) shal] not be less than 1.25:1 afier Applicable Management Fees and 1.40. 1

Applicable Management Fees (as defined herein). In addition, comp,
Property shalj maintajn i

4- SPECIAL COVENANTS
Borrower Covenants and agrees thar:

¥ shall be yseqd only as an Assisted Living Faciisty

f the State of Oregon, (or if there is no Siate law
providing for sych licensing and regulation, by the municipality or other political subgivigyon in
whicii the Property is located.) For PUrposes of this Loap "Assisted Living Facility” shaj; mean z
facility that provides s for eiderly residents and makes available to residents
SUpporitve services to assist f; sidents in CATYIng out activiries of daily living. Such facility shalj
include common rooms and 0 provide supportive services(but no; professional services )
to its residents. The Property shal be used for no other yge without the prior wiltlen consent of
Lender, which consent may be withheld in Lender's soje and ahsolute discretion. Norwithsianding
the above, the Property May occasionally be used by groups for meetings or simijar functions
provided such gse does not violate any applicable zoning laws, regulations or other yse restrictions,

4.2 SINGLE PURPOSE ENTITY. It has not and shail nor: (a) “Ngage in any business
Or aclivity other thap the ownershi ati enance of the Property, angd activities
incidental thereto: ui ! assets other than (i) the Property, ang {11) such
incide : ! Vv as v for the operation of the Property; (c) merge into
Or consolidate with ap berson or entity or dissolve, terminate or liquidate i whole or i part,
transfer or otherwige dispose of afl of substantxa]!y all of its gssets or change 15 legal structure.
without in each casz Lender's consent; {(d) faj 1o Preserve its existence ag an enuty duly organized,
validly existing and in 2ood standing (if applicable} under ghe laws of the Jurisdiction of its
organization or formation, or without the prior writien consent of Lender, amend, modify, werminae
or fail to comply with the provisions of Borrower's Partnership Agreement, Articles or Certificate
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of Incorporat’on or simijar organizational documents, as the case may be, as same may be further
amended or supplemented, if such amendment, modification, termination or failure to comply would
adversely affect the ability of Borrower to perform its obligations hereunder, under the Note or under
the Other Security Documents; (¢) own any subsidiary or make aity investment in, any person or
entity without the consent nf Lender; (f cornmingle its asscts with the assets of any of its general
partners, Affiliates, principals or of any other person or entity; {g) incur any debt, secured or
unsecured, direct or contingent {including guaranteeing any obligation), other than the Debt, excepi
with respect {0 trade payables in the ordinary course of its business of owning and operating the
Froperty, provided that such debt is paid when dt ; i intain i ds, books of sccount
and bank accounts Separate and apart fiom those of the general partners, principals and A fi filiates of
orrower, the Affiliates of a general partner of Borrower. and any other person or enuty; (i) enter
inte any contract or agreement with any general partner. principal or Affilizte of Borrower,
Guarantor or Indemnitor, or any general partner, principal or A ffiliate thereof. except upon terms and
conditions thai are intrinsically fair and substantially similar to those that would he available on ar
arms-length basis with third parties other than any general partaer, principal or Affiliate of Barrower,
Guarantor or Indemnitor, or any general partner, principal or A ffiliate thereof {j) seck the disslution
or winding up in whole. or in part, of Borrower; (k' maintain js assets in such a manner thai it wili
be costly or difficult to segregate, asceriain or identify its individual assets from those of any genera)
partuer, principal or Affiliate of Borrower, or any general partner, principal or Affiliate thereof or
any other person; {1) hold itseif out to be responsible for the debts of another person; {m) make any
loans or advances to any third party, including anv general partner, principal or Affiliate of
Borrower, or any general partner, pnncipal or Affiliate thereof; (n) 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
olely in its own name in order not {1) to misiead others as to the identity with which such other party
i$ transacting business, or (i1) to suggest that Borrower is responsible for the debis of any third pany
{inciuding any general partner, principal or Affiliate of Borrow &1, Or any general pariner, principal
or Affiliate thereof); (o) fail to maintain adequate capttal for the normal obligaticns reasonably
foreseeable in a business of its size and character and in light of its contemplated business
operanons; or (p) file or congent to the filing of any petition, either voluntary or involuntary, to 1ake
advantage of any applicable insolvency, bankruptey, liquidation or reorganization siatute, or make
an assignment for the benefit of creditors.

13
8

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

(a) If the Net Proceeds shall be less than $100,000 and the cost of completing the
Restoration shall be less than $100,000, the Net Proceeds will be disbursed by Lender to Borrower
upen recept, provided that all of the conditions set forth in Subsection 4.3(b)(i) are met and
Borrower delivers to Lender a written undertaking to expeditiously commence and to satisfactorily
ccmplete with dye diligence the Restoration in accordance with the terms of this Security

hastrument

(b} If the Net Proceeds are equal to or greater than $100,000 or the cost of
completing the Restoration is equal to or greater than $1 00,000, Lender shall mzke the Net Procecds
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available for the Restoration in accordanee with the provisions of this Subsection 4.3(b). The term
"Net Proceeds” for purposes i this Section 4.3 shall mean: (i) the net amount of alf msurance
proceeds received by Lender pursuant to Subsections 3.3(a)(), (iv), (vi) and {vii} of this Security
Instrument as a result of such damage or destruction, after deduction of its reasonable costs and
expenses {including, but not limited {0, reasorable counsel fees), if any, in collecting same
("Insurance Proceeds™), or (ii) the net amount of all awards and payments received by Lender with
fespect 1o a taking referenced in Section 3.6 of this Security Instrument, after deduction of its
teasonable costs and expenses (including, but not limited t0. reasonable counsel fees). ifany, in
collecting same {"Condemnation Proceeds™), whichever the case may be.

{1} The Net Proceeds shail be made available to Borrower for the
Resteration provided that each of the following conditions are met: (A) no Event of Default shall
have occurred and be continuing unde; the Note, this Security Instrument or any of the Other
Security Documents; (B) (1) in the event of the Net Proceeds are Insurance Proceeds, less than fifiv
pereent (30%) of the total floor area of the Improvements has been damaged, destroyed, or rendered
unusable as a resuit of such fire or other casualty or (2) in the event the Net Proceeds are
Condemnation Proceeds, less than ten percent {10%) of the land constituting the Property is taken.
and such land is located along the perimeter or periphery of the Property, and some portion of the
[mprovements is located in such land; {C) Leases demusing in the aggregate a percentage amount
equal 1o or greater than rhe Rentable Space Percentage (hereinafter defined) of the toial rentabje
space in the Property which has been demised under executed and delivered Leases in effect as of
the date of the occurrence of such fire or other casualty or taking, whichever the case may be, shall
remain in fuil force and effect during and afier the completion of the Restoration The tzrm
"Rentable Space Percentage" shall mean (1) in the event the Net Preceeds are Insurance Proceeds.
4 percentage amount equal to fifty percent {(50%) and (2) in the event the Net Proceeds are
Condemnation Proceeds, a percentage amount equal to ninety percent (96%); (D) Borrower shall
commence the Restoration as soon as reasonably practicable (but in no event later than ninetv (90)
days after such damage or destruction or taking, whichever the case may be, occurs) and shall
diligen:ly pursue the same 1o satisfuctory completion; (E) Lender shall be satisfied that any operating
deficits, including all scheduled pavments of principal and interest under the Note and the Applicable
Interest Rate (as defined in the Note}, which wili be incurred with respect to the Property as a result
of the oceurrence of any such fire or other casualty or taking, whichever the case may be. wili be
covered out of (1) the Net Proceeds, (2) the insurance coverage referred to in Subsection 3.3¢a)(iu),
if applicable, or (3) by other funds of Borrower; (F) Lender shali be satisfied that the Debt Service
Coverage Ratio (as defined herein) for the twelve month period suzceeding the compietion of the
Restoration will be at least 1.25 to 1.0; (G} Lender shall be reasonably satisfied that the Restoration
will be completed on or before the carliest to occur of (1) twejve {12} months prior to the Maturity
Date (as defined in the Note), (2) twelve (12} months after the occurrence of such fire or othes
casualty or taking, whichever the case may be, (3) the earliest date required for such completion
under the terms of any Leases which are required in accordance with the provisions of this
Subsection 4.3(b} 10 remain in effect subsequent to the occurrence of such fire or other casualty or
taking, whichever the case may be, and the completion of the Restoration or (4) such time as may
be required under appticable zoning law, ordinance, rule or regulation in order to repair and restore
the Property to the condition it was int immediately prior to such fire or other casualty or to as nearly

148111.29Wrs

17




8210

as possible the condition it was in immediately prior to such faking, as applicable; (H) the Property
and the use thereof after the Restoration will be in compiiance with and permitted under all
applicable zoning laws, ordinances, rules and regulations; (I) the Restoration shall be done and
completed by Borrower in an expeditious and diligent foshion and in compliance with ail applicable
governinental laws, rules and regulations (including, without limitation, all applicable Environmental
Laws (defined below)); and (J) such fire or other casualty or taking, as applicable, does not result
in the loss of access to the Property or the Improvements.

The term "Debt Service Coverage Ratio" as used herein shall mean
the ratic of (a) the NOI (hereinafier defined) produced by the operation of the Property during the
swelve (12) calendar month period immediately preceding the calculation to (b) the principal and
interest payment that would be due under the Note for the rwelve {12) calendar month period
immediately following the calculation based on the then current interest rate.

The term "NOI" as used herein shali mean the gross income denived
from the operation of the Property, less Expenses (hereinafter defined). NO! shall inciude only
Rents and such other income {including federal, state and private reimbursement coniract proceeds).
including any rent loss of business income insurance proceeds. laundry, parking, vending or
concession income, which are actually received by Borrower or its agents or representatives and
Expenses actually paid or payable on an accrual basis during the tweive (12) month period ending
one month prior to the date on which the NOI is being calculated, as set forth on operaling
siatements satisfactory to Lender. NOI shall be calculated on a cash basis in accordance with
customary accounting principies applicable to real estate.

Notwithstanding the foregoing, NOGI shall not include {a)
condemnaticn of insurance proceeds { excluding rent or business income insurance proceeds); (b) any
proceeds from the sale, exchange, transfer, financing or refinancing of 2l or any portion of the
Property; (¢} amounts received from tenants as a security deposit; or {d) any other type of income
includable in NO{ but paid directly by any tenant 10 a person or entity other than Borrower ot its
agents or representatives.

The term "Expenses” as used terein shall mean the aggregate of the
following items: (a) real estate taxes, general and special assessments or similar charges; (b} sales.
use and personal property taxes; (c} “Applicable Management Fees” which shall be 5% of the gross
income derived from the operation of the Property (unless otherwisc stated herein) and
dishursements for management services whether such services are performed at the Property or ofl-
site; (d) wages, salaries. pension costs and all tringe and other emoloyee-relaied benefits and
expenses, up to and including (but not above) the ievel of the ca-site manager, engaged in the repair,
operation and maintenarnce of the Property and service to tenants and on-site personnel engaged 1o
audit and accounting functions performed by Borrower; (€) insurance prentiums including, but not
timited to, casualty, liability, rent and fidelity insurance premiums; (f) cost of all electricity, oil, gas.
water. steam, HVAC and any other energy, utility or similar item and overtime services, the cost of
building and cleaning supplies, and all other administrative, management, ownership, operating.
advertising, marketing and snaintenance expenses incurred in connection with the operaticn of the
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Property; (g) cost of necessary cleaning, repair, replacement, maintenance, decoration or painting
of existing improvements on the Property (including, without limitation, parking lots and roadways),
of like kind and quantity or such kind or quali ty which is necessary to mainiain the Property to the
same standards as competitive properties of similar size and location of the Property, together with
adequate reserves for the repair and replacement of capita! improvements on the Property acceptable
to Lender; (h) the cost of such other maintenance materials, HVAC repairs, parts and supplies. und
all equipment to be used in the ordinary course of business, which is not capitalized in accordance
with GAAP: (i) cost of leasing commissions and tenant concessions payable by Borrower pursuant
to Leases in effect for the Property; (j) legal, accounting and other professional expenses incurred
in connection with the Property; (k) casualty losses to the extent not reimbursed by a third party: und
(1) all amounts that should be reserved, as reasonably determined by Borrower with approval by the
Lender in its reasonable discretion, for repair or maintenance of the Property and to maintain the
value of the Property including replacement reserves of no less than $250.00 per bed. The Expenses
shall be based on the above-described items actually incurred or pavable on an accrual basis in
accordance with GAAP by Borrower during the twelve (12) month period ending one month prior
to the date on which the NOI is to be calculated (except the capital expenses and reserves set forth
in Subsection (g) above), with customary adjustments for items such as taxes and insurance which
accrue but are paid periodically, as adjusted by Lender to reflect projected adjustments for the
subsequent twelve (12) month period beginning on the date on which the NOI is 10 be caiculated.

Notwithstanding the foregoing, the term "Expenses” shall not include
{1} depreciation or amortization or any other nen-cash item of expense unless approved bv Lender,
(i) interest. principal, fees, costs and expense reimbursements of Lender in administrating the loan

evidenced by the Note or exercising remedies under this Secunity Instrument or the Other Secunty
Documents; or {iii) any expenditure (other than leasing commissions and tenant concessions)
properly treated as a capital item under GAAP and such expenditure 1s treated by Borrower as a
capital item in Borrower's financial statements.

(i1) The Net Proceeds shall be held by Lender and, until disbursed in
accordance with the provisions of this Subsecticn 4.3(b), shall constitute additional security for the
Obligations. The Net Proceeds shall be disbursed by Lender to, or as directed by, Barrower from
time to time during the course of the Restoratior, upon receipt of evidence satisfactory to Lender that
(A) all materials installed and work and iabor 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 pendency, stop orders, mechanic's or materialman's liens or notices
of intention 1o file same, or any other liens or encumbrances of any nature whatsoever on the
Property arising out of the Restoration which have not either been fully bonded to the satisfact:on
of Lender and discharged of record or in the alternative fully insured to the satisfaction of Lender
by the title company insuring the lien of this Secunty Instrument.

(i) Al plans and specifications required in connection with the
Restoration shall be subject to prior review and approval n all respects by Lender and by an
independent consulting engineer selected by Lender (the "Casuaity Consultant™), which approval
shall not be unreasonably withheld or delayed. Lender shall have the use of the plans and
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specifications and all permits, licenses and spprovals required or obtained in connection with the
Restoration. The identity of the contractors, subconiractors and materialmen engaged in the
Restoration, as well as the contracts under which they have been engaged, shall be subject to prior
review and acceptance by Lender and the Casualty Consuliant, which approval shall not be
unreasonably withheld or delayed. All costs and expenses incurred by Lender in connection with
making the Net Proceeds available for the Restoration including, without limitation, reasonable
counsel fees and disbursements and the Casualty Consultant's iees, shall be paid by Borrower.

(ivi  Inno event shall Lender be obligated to make disbursements of the
Net Proceeds in excess of an amount equal to the costs actually incurred from ume to time for work
in place as part of the Restoration, as certified by the Casualty Consultant, minus the Casualty
Retainage. The term "Casualty 2etainage” as used in this Subsection 4.3(b) shall mean an amourt
equal to 10% of the costs actually incurred for work in place as part of the Restoration, as certified
by the Casuaity Consultant, until the Restoration has been completed. The Casualty Retainage shall
in no event, and notwithstanding anything to the contrary set forth above in this Subsection 4.3tb},
be less than the amount actually held back by Borrower from contractors, subcontraciors and
materialmen engaged in the Restoration. The Casualty Retainage shall not be released until the
Casualty Consuitant certifies 10 Lender that the Restoration has been completed in accordance with
the provisions of this Subsection 4.3(b) and that al! approvals necessary for the re-cccupancy and
use of the Property have been obtained from all appropriate governmental and quasi-governmental
authorities, and Lender receives evidence reasonably satisfactory to Lender that the costs of the
Restoration have been paid in full or will be paid in full out of the Casualty Retainage, provided.
nowever. that Lender will relcase the portion of thic Casualty Retainage being held with respect 10
any contractor, subcontractor of materialman engaged in the Restoration as of the date upon which
the Casualty Consultant ~ertifies to Lender that the contractor, subcontractor or materialman has
satisfactorily completed all work and has supplied ail materials in accordance with the provisiens
of the contractor's, subcontractor's or materialman's contract, and the contractor. subcontractor or
materialman delivers the lien waivers and evidence of payment ia full of all sums due to the
contractor, subcontractor or materiziman as may be reasonably requested by Lender or by the titie
company insuring the lien of this Security Instrument. If required by Lender, the release of any such
portion of the Casualty Retainage shail be approved by the surety company, if any, which has 1ssued
a payment or perfonmance bond with respect to the contracior, subcontractor or materialman.

{v} Lender shall not be obligaied to make disbursements of the Net
Proceeds inore frequently than once every calendar month.

(v1y Ifarany time the Net Proceeds or the undisbursed balance thereof shall
not, in the reasonabie opinion of Lender, be sufficient to pay in full the balance of the costs which
are estimated by the Casuaity Consultant to be incurred in connection with the completion of the
Restoration, Borrower shall deposit the deficiency {the "Net Proceads Deficiency™} with Lender
pefore 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
connzction with the Restoration on the same conditions applicable to the disbursement of the Net
Proceeds, and until so disbursed pursuant to this Subsection 4.3{(b) shall constitute additional security
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for the Obligations. With respect to Restorations fullowing a casualty in which the Improvements are
restored to substantially the same condition as they existed prior to the casuaity, the excess, if any, of
the Net Proceeds and the remaining balance, if any, of the Net Proceeds Deficiency deposited with
Lender after the Casualty Consuliant certifies to Lender that the Restoration has been completed in
accordance with the provisions of this Subsection 4.3(b), and the receipt by Lender of evidence
reasonably satistactory 1o Leunder that all costs incurred in connection with the Restoration have been
paid in tull, shall be remitted by L ender to Borrower, provided no Event of Default shall have occurred
and shail be continuing under the Note, this Security Instrument or any of the Other Security
Documents.

() All Net Proceeds not required (1) to be made available for the Restoration or
{i1) to be returned 1o Borrower as excess Net Proceeds pursuant to Subsection 4.3(b){vi} may be
retained and applied by Lender toward the payment of the debt whether or not then due and payable
in such order, priority and proportions as Lender in its discretion shall deem proper or, ai the discretion
of Lender, the same may be paid, either in whole or in part, to Borrower for such purposes as Lender
shall designate, in its discretion. If Lender shall receive and retain Net Proceede, the lien of this
Security Instrument shall be reduced only by the amount thereot received and retained by Lender and
actually applied by Lender in reduction of the Debt.

1.4 RESERVED

4.5 DEBT SERVICE RESERVE AND TAXES AND INSURANCE RESERVE. Upen
the ciosing of the Loan, Borrower shall deposit $150,000 from the Loan proceeds with the Lender (the
“Debt Service Reserve”) which shall be heid by Lender in an interest bearing account until such time
as the Property achieves a Debt Service Coverage Ratio of 1.25:1 for a trailing twelve months, and
thercafter adjusted as set forth below. Lender shall invest the Debt Service Reserve and Taxes and
Insurance Reserve (defined below) in United States Treasury sccusities; securities issued or fully
guaranteed by agencies of the United States; certificates of deposit and time or demand deposits 1.
or repurchase agreements constituting obligations of, commercal banks with deposits insured by the
Federa! Deposit Insurance Corporation or any successor organization provided that the long ierm
unsecured debt obiigations of each such bank have been rated by the Rating Agency in one of ils three
highest long-term unsecured debt rating categories; securities of an invesiment company registered
under the Investment Company Act of 1940, as amended, a significant portion of the assets of which
are invosted in substantially the same type of investments as any of the foregoing anrd which has 2
current credit rating by the Rating Agency in one of its three highest long-term, or highest short-term.
debt rating categories. "Rating Agency” shall mean one or more nationally recognized statisuical rating
agency{ies) or other comparable person(s) designated by Lender from time to time. References hercin
tu the highest or third highest rating category of a Rating Agency shali mean such highest or third
highest rating caiegory without regard to any plus or minus or numerical designation. Any and sll
income and gain realized from investment of {unds deposited in the Debt Service Reserve and Taxes
and Insurance Reserve shall be for the benefit of the Lender. Notwithstanding the immediately
preceding sentence, Lender shall pay to Borrower interest on the {unds deposited in the Debt Service
Reserve and Taxes and Insurance Reserve at an interest rate equal to the arithmetic mean. as
determined by the Lender, of the rates per annum equal to the London Interbank
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Offered Rate determined on the basis of the offered rates for deposits in United States Dollars for
& thirty-day period commencing on the first day of such period for deposits of an amount comparable
to the balance in the Debt Service Reserve and Taxes and lnsurance Reserve which appears on
Bioomburg Screen LIBORGIM as of 1 1:00 a.m. London time on the first day of such period, less
two perceitt (2.00%). If two or more such offered rates appear, the rate shall be based on the
arithmetic mean of such offered rates. If no such rate appears, Lender shall determine 2 substitute
rate, which determination shall be binding. The applicable interest rate shall be set by the Lender
on the first day of each calendar month {or, if no rate is available for such date, then the rate will be
set af the rate for the last business day of the prior month). Interest shall be based on a 30-day
month/360-day year and any interest eamed for the 12-month (or portion thereof)} periud ending
December 31 will accrue for the benefit of the Borrower during such period but shall not be credited
to Borrower's account until January ! of the ensuing vear.

At such time as the Property achieves a Deb: Service Coverage Ratio of 1.25:1 for a trailing
vwelve months, the Debt Service Reserve shall be reduced to an amount equal to the sum of three
months of taxes assessed on the Property and three months of insurance premiums charged for the
Property (the “Taxes and Insurance Reserve”).

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

5.1 WARRANTY OF TITLE. Borrower has good title to the Property and has the right

to mortgage, grani, bargain, sell, pledge, assign, warrant, transter and convey the same and that
Borrower possesses an unencumbered fee simple absolute estate in the Land and the Improvements
and that 1t owns the Property free and clear iens, arges 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 against the claims of al persons whomsoever.

5.2 AUTHORITY. Borower (and the undersigned representative of Borr wer, if anv)
has full power, authority and legal right to execute this Security Instrument, and to mortgage, grant,
bargain, sell, piedge, assi gn, warrant, transfer and convey the Property pursuant to the terms hereof
and to keep and observe all of the terms of this Security Instrument on Borrower's part ic be
performed.

5.3 LEGAL STATUS AND AUTHORITY. Borrower (a) is duly organized. vahdly
existing under the laws of its state of organization or incorporation:; (b} is duly qualified 1o transac:
business and is in good standing in the State where the Property is located; and (c) has ajl necessary
approvals, governmental and otherwise, and ful} power and authority tc own the Property and carry
on its business as now conducted and proposed to be conducted. Borrower now has and shall
continue to have the fuil right, power and authority to operate and lease the Property, to encumber
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the Property as provided herein and to perfuin all of the other obligations to be performed by
Borrower under the Note, this Security Instrument and the Other Security Documents,

54  VALIDITY OF DOCUMENTS. (a) The execution, delivery and performance of
the Note, this Security Instrument and the Other Security Documents and the borrowing evidenced
by the Note (i) are within the corporate, partnership, trust or limited liability company {as the case
may be) power of Borrower:, (ii) have been authorized by all requisite corpeorate, partnership, trust
or limited liability company (as the case may be) action; {iii} have received all necessary approvals
and consents, corporate, governmental or otherwise; (iv) will not violate, conflict with, resuit in a
breach of or constitute (with notice or lapse of time, or both) a default under any provision of law,
any order or judgment of any court or governmental authority, the articles of incorporation, by-laws,
partnership, trust, operating agreement or other governing instrument of Borrower, or any indenture,
agreement or other instrument te which Borrower is 2 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
govemnmental or other body (except for the recordation of this instrument in appropriaie land records
in the State where the Property is located and except for Uniforim Commercia! Code filings relating
to the security interest created hereby); and (b) the Note, this Security Instrument and the Other
Security Decuments constitute the legal, valid and binding obligations of Borrower.

s, LITIGATION. There is no action, suit or proceeding, judicial, administrative or
otherwise {including any condemnation or similar proceeding}. pending or, to the best of Borrower's
knowledge, threatened or contemplated against, or affecting, Bowrower, 2 Guarantor. if any, an
Indeminitor, if any, or the Property that has not been disclosed to Lender or is not adequately covered
by insurance, as determined by Lender in its sole and absolute discration.

5.6 STATUS OF PROPERTY.

{(a) No portion of the Improvements is located in an area wdentified by the
Secretary of Housing and Urban Development or any successor thereto as an area having special
fleod hazards pursuant to the National Flood Insurance Act of | 968 or the Flood Disaster Protection
Act of 1973, as amended, or any successor law, or. if locatad within any such area, Borrower has
obtained and will maintain the insurance presciibed in Section 3.3 hercof.

(b) Borrower has obtained all necessary certificates, licenses and other approvals,
governmental and otherwise, necessary for the operation of the Property as an Assisted Living
Facility and the conduct of its business and all required zoning, building code, land use.
environmental and other similar permits or approvals, all of which are in full force and etfect as of
the date hereof and not subject to revocation, suspension, forfeiture or modification. In the event
Borrower receives notice from any licensing or certification agency that a license and/or applicable
reimbursement contract or certification is being downgraded to 2 substandard category. revoked or
suspended, or that an action is pending or threatened which may result in such downgrade,
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revocation or suspension ther: Borrower shall correct any such deficiency within the date required
by such Heensing or certification agency.

{c) The Property and the present and contemplated use and occupancy thereof are
in full compliance with all Applicable Laws, including, without limitation, zoning ordinances,
building codes, land use and environmental laws, laws relating to the disabled {including, but not
limited to, the ADA) laws regulating the operation of an Assisted Living Facility and other similar
laws.

{d) The Property 1s served by all wiilities 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.

{c) 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 pubbc.

0 The Property is served by public water and sewer systems.
The Property is free from damage caused by fire or other casuaity.

(h} All costs and expenses of any and all labor, materials, supplies and equipment
used in the construction of the lmprovements have been paid in full.

(i) 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, fiee
and clear of any and all security interests, liens or encumbrances, except the lien and security interest
created hereby.

{; All liquid and soiid 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.

(k) All Improvements lie within the boundary of the Land.

5.7 NU FOREIGN PERSON. 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
Depariment regulations, including temporary regulations.

5.3  SEPARATE TAXLOT. The Property is assessed for real estate tax purposes as one
or more wholly independent tex lot or lots, separete from any adjoining land or improvements not
corstituting a part of such lot or lots, and no other land o1 improvements is assessed and taxed
together with the Property or any portion thereof,
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59  ERISA COMPLIANCE,

{a) As of the date hereof and throughout the term of this Security Instrumen, (i)
Borrower is not and will not be an "employee benefit plan™ as defined in Section 3( 3)of ERISA.
which is subject to Title [ of ERISA, and (1) the assets of Borrower do not and will not constirute
"plan assets” of one or more such plans for pwposes of Title [ of ERIS A, and

(h) As of the date hereof and throughout the term of this Security Instrument (i)
Borrower is not and will not be a “governmental plan” within the meaning of Sectjor 332y of
ERISA and {11} transactions by or with Borrower e not and will not be subject (o siate statuics
apphcable o Borrower regulating investments of and fiduciary obligations wizh respect to
govermmental plans. Borrower shal deliver to Lender such certificationg or other evidence s
equested by Lender from fme to time of Borrower's compliance with the foregoing represemations
ard covenants.

510 LEASES (a) Borrower is the sole owner of the entire lessor's Interest in the | cases,
(b} the Leases (if any} are valid and enforceable; (<) the terms of al] alterations, modifications ang
amendments {o the Leases are reflected in the certified OCcupancy statement delivered to angd
approved by Lender; {d) none of the Rents reserved in the Leases have been assigned or otherwise
pledged or hypothecated; (e) none of the Rents have been cof lected for more than one (1} month I
advance: (f) the premises demised under the Leageg have been completed and the tenants under the
Leases have accepted the same ang $s10i1 of the same on 4 Tent-paying basis; (g)
there exist no offsets or defenses to th fany portion of the Rents: {h} no Lease coritains
an optior. (o purchase, right of f al hase, or any other similar provision; and (i} no
Persen or entity has an right o accupy, the Property €xcept under and
pursuantto a Lease. Borrgwer shail nol enter into any Lease with respect to all or substantially aj}
of the Property without first obtaining Lender’s Writlen consent to the form of the Jeage. and
substance, and the identity of the lessee.  Such lessee shall execute and deljver {4 Lender a
subordination agreement in form angd substance acceptable to Lender and which shall provide for the
termination of such Lease upon the occurrence of an Event of Default hereunder

511 FINANCIAL CONDITION. {a) Borrower is soivent, and no bankrup!cy.
reorganization, inselvency or stmilar proceeding under any state or federal law with respect 10
Borrower hag beep initiated, and {b) it has received reasonably equivalent value for the granting of
this Security Instrument.

5.12 BUSINESS PURPOSES. The loan evidenced by the Note is solely for the business
burpose of Borrower, and is not for persona, family, household, or agricultural pumposes,

513 TAXES Borrower has filed all federa, state, county, municipal, and CIY income
and other fax retumg required to have beep filed by them ang fave paid all taxes and related
fiabilities which have become due pursvant t 2Nt ic any assessments rece; ved
by them. Borrower knows of 1o basis for iti S0t in respect of any such taxes and
related iiabilities for prior years.

H811 2dwpe




. 8318

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

5.15 NO CHANGE IN FACTS OR CIRCUMSTANCES. All information in the
application for the loan submitted to Lender (the "Loan Application”} and in all financing statements.
rent rolls, reporis, certificales and other documents submitied in connection with the Loan
Application or i1 satisfaction of the terms thereof. are accurate, complete and correct in all respects.
There has been no adverse Change in any condition, fact, circurnstance or event that would make am
such information inaccurate, incomplete or otherwise misleading.

5.16  DISCLOSURE. Borrower has disclosed tc Lender all material facts and has not
failed to disclose any material fact that could cause any representation or warranty made herein to
be materially misleading.

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

5.18  ILLEGAL ACTIVITY.

(a) No portion of the Property has been or will be purchased with proceeds of any ilegal
activity.

(b) ‘either the Borrower nor any direcior, officer or management-level employee of the
Borrower has ever been convicted of aniy act or omission constituting Medicare or Medicaid fraud
or any other offense under Titles XV, XIX or XX of the Social Secunity Act, 349 Stat. 620 (1935),

519 MEDICARE AND MEDICARE REIMBURSEMENT PROGRAMS.

If Borrewer provides professional, medical services (as opposed to only supnortive services),
the foliowing representations and warranties apply

{(a) Borrower is qualified for participation in the Medicare and Medicaid programs for
the Property. Borrower is presently in compliance with the terms of any provider azresments it has
entered into for such programs which are in full force and effect with no events of default haviny
occurred thereunder. Borrower shall maintain such Medicare and Medicaid provider agreemenis in
full force and eftect throughout the term of the Loan, so long as Borrower is a participant in the
Medicare and Medicaid programs for ths Property.

(b) Neither the Borrower nor any director, officer or management level cmplovee of the
Borrower has cver been convicted of any actor omission constituling Medicare or Medicaid fraud
or any other offense under Titles X VI, XIX, or XX of the Social Secunty Act, 349 Star 620
(1935). Further, the persons or entities providing professional services tor the Borrower, have not
engaged in any activities which are prohibited by federal or state law including but not limited to the
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following: (i) knowingly or willfully making or causing fo be made a false statement or
representation of a material fact in any application for any benefit or payment: (15 knowingly and
willfully making or causing to be made any false statement or Tepresentation of a material fact for
use in determimng rights to any benefit or payment; (iii} failure to disclose knowledge by a claimant
of the occurrence of any event affecting the initial or contiriued right to any benefit or payment on
1is own behalf or on behaif of another, with intent to frauduiently sccure such benefit or payment.
and {iv) knowingly and willfuity soliciting or receiving any remuneration (including any kickback

bribe, or rebate) directly or indirectly overtly or covertly in cash or i kind or offering to pay o
eceive such remuneration in return for referring an individuals 16 a person for the furnishing of any
item or service for which payment may be made in whole or ip part by the Medicare or Medicaid
reimburserment programs, or in retumn for purchasing, leasing. or rdering or arranging for
purchasing, leasing or ordering any good, facility, service or item for which payment Mmay be made
m whole or in part by the Medicaid or Medicare reimbursement progranis.

{c) Neither the Rorrower nor any director, officer or empioyee has been convicted of or
plead guilty or nolo contendere to patient abuse or negiect o any other Medicare or Medicaid
program related offense,

{d) Borrower has timely filed all claims or other reports required o be fited with respect
fo the purchase of services by third-party payors including but rot limited to, the Medicare and
Medicaid reimbursemen programs, except where the failure to file would not, individually or in the
agsregate, result in a material adverse effect on the Borrower. All such claims and reports are
complete and accurate in al) material respects, except where incompleteness or inaccuracy of such

reports in the aggregate would not have a material adverse effect on the condition {financiaj or
otherwise) of the Borrower.

520 ASSIGNMENT OF LICENSES aND CERTIFICATES. Borrower shal! not
transier or assign any licenses, permits, certifications or certificutes of need rights which are required
by law for Berrower 1o operate the Property. Al hicenses and certificates under Medicare and
Medicaid programs for the Property shal] be issued in the name of the Borrower.

6 - OBLIGATIONS AND RELJANCES

6.1 RELATIONSHIP OF BORROWER ANp LENDER. The relationship betw een
Borrower and Lender s solely that of debtor and creditor, and Lender has no fiductary or other
special relationship with Borrower, and no term or condition of any of the Note, this Security
Instrument ard the Other Security Documents shal! be construed so as o deem the relationship
between Borrower and Lender to be other than that of debtor and creditor

6.2 NO RELIANCE ON LENDER The general partners, principals and (if Borrower

IS a trust) beneficial ovwaers of Borrower are experienced in the ownership and operation of
properties similar to the Property, and Borrower and Lender are relying solely upon such expertise
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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.

6.3 NO LENDER OBLIGATIONS.

{a) Notwiﬂlsianding the provisions of Subsections LH(f} and (i} or Section 1.2,
Lender is not undertaking the performance of {i} any obligations under the Leases; or (i1) any
obligations wit respect to such agreements, coniracts, certificates, mstnurments, franchises, perm:ts.
trademarks, licenses and other documents.

{b) By accepting or approving anything required to be observed, performed or
fulfilled or to be given 1o Lender pursuant to thys Security instrument, the Note or the Other Securyy
Documents, including without limitation, any officer's ceitificate, balance sheet, Statement of profit
and loss or other financial sfaternent, survey, appraisel, or insurance policy, Lender shall not he
dezmed to have warranted, consented to, or atfirmed the sufficiency, the legality or effectiveness of
sarie, and such acceptance or approval thereof shali noi constitute any warranty or arfirmation wi'h
respect ihereto by Lender.

6.4 RELIANCE. Bomower recognizes and acknowledges that in accepting the Note, this
Security Instrument and the Other Security Documents. Lender Is expressly and paimanly relving
on the truth and accuracy of the warranties ang fepresentations sct forth in Article without any
obligation to investigate the Property and notwithstanding any investigation of the Propenty by
Lender; that such reliance existed on the part of Lender pror to the date hereof: that the warranties
and representations are a material inducement to Lender in accepling the Note. this Secuntv
Instrument and the Other Security Documents; and that Lender would not be willing to make the
toan evidenced by th Note, this Security Instrument and the Other Security Documents and accept
this Secunity Instrument in the absence of the warranties and representations as st forth in Anicle
5

7- FURTHER ASSURANCES

7. RECORDING OF SECURITY INSTRUMENT, ETC. Borrower forthwath upoit
the execution and delivery of this Security Instrument and thereafier, from time to time, will cause
this Security Instrument and any of the Other Security Documents creating a lien or security interest
or evidencing the lien hereof upon the Property and cach instrument of further assurance ta 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 proteet and pertect the lien or securily interest hereof
upon, and the interest of Lender i, the Property. Borrower will pay all taxes, filing, registration or
recording fees, and all expenses incident to the preparation, execution, acknowledgment and ur
recording of the Note, this Security Instrument, the Other Security Bocuments, anv note or mortgage
suppicmental hereto, any secunity instrument with respect to the Property and any mstrument of
further assurance, and any modification or amendment of the foregoing documents, and all federai,
state, county and municipal taxes, duties, 1mposts, assessments and charges arising out of or in
connection with the execution and delivery of this Security Instrument, any mortgage supplemental
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Tespect to the Property or anty instrument of further assurance,
tof the foregoing doc aments, except where prohibited by law

FURTHER ACTS, ETC. Borrower wili, at the cost of Borrower, and withou:
expense to Lender, do, execute, acknowledge and deliver all and every such further acts, deeds,
conveyances, mortgages, assignments, notices of assignments, transfers and assurances as Lender
shall, from tme to time, reasonably require, for the better assuring, conveving, assigning.
transferring, and confirming unto Lender the property and rights hereby moripaged. grantcd.
bargained, soid, conveyed, confirmed, pledged, assigned, warranted and fransferred or intended now
or hereatler so to be, or which Borrower may be or may hereafier become bound to convey o assigr,
to Lender. or for carrying out the intention or facilitating the performance of the terms of thie
Seeurity Instrument or for filing, registering or recording this Security Instrumeni. or for cemplving
with all Applicable Laws, Borrower, on dernand, will execute and deliver and hereby authorizes
Lender to execute in the nane of Borrower or without the signature of Borrower to the extent Lendcr
may lawfully do so, one of more financing statements, chartel mertgages or other instruments. 5
evidence more effectively the security interest of Lender in the Property. Borrower granis o Lender
an urevecable power of attorney coupled witlh an interest for the purpose of exercising and
perfecting any and all nghts and remedies available to Lender at law and in equity, including withou
limitation such rights and remedies available to Lender pursuant to this Section 7.2,

CHANGES INTAX, DEBT, CREDIT AND DOCUMENTARY STAMP LAWS

(a) If any law is enacted or adopted or amendcd after the date of this Secunity
Instrument which deducts the Debt from the value of the Property for the purpose of taxation or
which imposes # tax, either directly or indirectly. on the Debi or Lender's interest in the Property.
Borrower wiil pay the tax. with interest and penaltics thereon, if any. I Lender is advised by ccunsel
chosen by it that the payment of tax by Borrower would he unlawful or taxable to Lender of
unenforceuble or provide the basis for a defense of usury, then Lender shall have the option by
written notice of not less than ninety (90} days 1o declars the Debt tmmediately due ard pavable.

(H Borrower will not claim or demand or be entitled 1o any credit or credits og
account of the Debt for any part of the Taxes or Other Charges assessed against the Properry., or any
pari thereof. and no deduction shall otherwise be made or claimed from the assessed value of the
Property, or any part thereof, for real estate tax purposes by reason of this Security Instrument or the
Debt. If such claim, credit or deduction shall be required by law, Leader shal] have the option. by
written notice of not less than ninety (90) days, 10 declare the Debt immediaiely due and payable

{c) If at anv time the United States of America, any Siate thereof or any
subdivision of any such State shali require revenue or other stamps 10 be affixed to the Note. this
Security Instrument, of any of the Other Security Documents or impose any other tax or charge un
the same, Borrower will pay for the same, with interest and peraities thereon, if any.
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ESTOPPEL CERTIFICATES.

(a) After request by Lender, Borrower, within fifteen (15) days, shall furnish
Lender or any propesed assignee an estoppel certificate in form and content as may be requested by
Lender with respect to the status of the loan evidenced by tie Note and/or the documents executed
by Borrower in connection therewith.

% Borrower shall use its bess efforts to deliver to Lender. promptly upon request.
duly executed estoppel certificates from any one or more lessecs as required by Lender attesting ¢
such facts regarding the Lease as Lender may reasonably require, provided that (i) Borrower shal!
not be required to honor more than two requests made by Lender in any twelve month period anc
{11} in no event shall Borrower be reamred to obtain estoppei certificates from lessees coniaining
more information than that required to be certified pursuant to the terms of the related Lease.

(c) Upon any transfer or proposed iransfer contemplated by Section 19.1 hereo?.
at Lender’s request, Borrower, any Guarantors and any Indemnitors shall provide an estoppel
certificate to the Investor {defined in Section 19.1) or any prospective Investor in such form.
substance and detail 2s Lender, such Investor or prospective Investor may require.

7.5 REPLACEMENT DOCUMENTS. Upon receipt of an affidavit of an officer of
Lender as 10 the loss, theft, destruction or mutilation of the Note or any Other Security Document
which i3 nct of public record. and, in the case of any such mutilation, upon surrender and
cancelation of suck Note or Qther Security Document, Eorrower will 1ssue, in lieu thereof, a
repiacement Note or Other Security Document, dated the date of such lost, stolen, destroved or
mutilated Note or Other Security Document in the same principal amount thereof and otherwise of
like tenior.

8 - DUE ON SALE/ENCUMBRANCE

8.1 LENDER RELIANCE. Borrower acknowledges that Lender has examined and
relicd on the experience of Borrower and its principals in owning and operating properties such as
the Properiy in agreeing to make the loan secured hereby, and wil! continue to rely on Borrowers
ownerstip of the Property as a means of mamntaining the value of the Property as security for
repayment of the Debt and the performance of the Other Obligations. Borrower acknowledges that
Lender has a valid interesi in maintaining the value of the Property so as io ensure that, shouid
Borrower default in the repayment of the Debt or the performance of the Other Gbligations, Lender
can recover the Debt by a sale of the Property.

8.2 NO SALE/ENCUMBRANCE. Except as set forth in Section 8.2, Borrower agress
that Borrower shall not, without the priof written consent of Lender. seli, convey, mortgage, grant
bargain, encumber, pledge, assign, or utherwise transfer the Praperty or any part thereof or permut
the Property or any part thereof to be solid, conveyed, mortgaged, granted, bargained, encumnbered.
pledged, assigned, or otherwise transferred.
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83  SALE/ENCUMBRANCE DEFINED. A sale, conveyance, morigage, grant,

bargain, encurnbrance, pledge, assignment, or transfer within the meaning of this Article 8 shall be
desmed to include, but not limited to, {a) an instaliment sales agreement wherein Borrower agrees
to sell the Property or any part thereof or a price :c be paid in installments; (b) an agreement by
Borrower leasing ali or a substantial part of the Property for other than aciual occupancy by a space
tenant thereunder or a sale, assignment or other transfer of, or the grant of a security interest in,
Bomower's right, title and interest in and to any Leases or any Rents; (c) if Borrower, any Guarantor,
any Indemnitor. or if any general partner or managing member of Borrower, Guarantor or indemnitor
1s a corporation, the voluntary or involuniary sale, conveyance, transfer or pledge of such
corporation’s stock (or the stock of any corporation directly or indirectly controlling such corporation
by operation of law or otherwise) or the creation or issuance of new stock by which an aggregate of
more than 10% of such corporation's stock shall be vested in a party or parties who are not now
stockholders; (d) if Borrower, any Guarantor or Indemnitor or any general partner or managing
member of Borrower, any Guarantor or Indemnitor is a limited or general partnership or joint
venture, the change, removal or resignation of a general partner or managing partuer, or the transfer
or pledge of the partnership interest of any general partner or managing partner of such partnership
or any profits or proceeds relating to such partnership interest or the transfer of more than 49% in
he aggregate of any limited partnership interests in such partnership whether in one transfer cr a
series of transfers; (€} if Borrower, any Guarantor or Indemnitor or any general partner or managing
member of Borrower, any Guarantor or Indemnitor is a limited liabiiity company, the change.
removal or resignation of the managing member of such company, or the transfer or pledge of the
membership interest of the managing member of such company or any profits or proceeds reiating
to such membership interest or the transfer of more than 49% in the aggregate of any membership
interests in such company whether in one transfer or a series of transfers; and () withou! limitation
to the foregoing, any voluntary or involuntary sale, transfer, conveyance or pledge by any person or
entity which directly or indirectly contrcls Borrower (by operation of law or otherwise) (a
"Principal”) of its direct or indirect controlling interest in Borrower. Notwithstanding the foregoing.
transfer by devise or descent or by operation of law upon the death of a partner, member or
stockholder of Borrower, any Guarantor or Indemnitor or any general pariner or managing member
thereof or any Principal shall not be deemed to be a sale, conveyance, morigage, grant, hargam,
encumbrance, pledge, assignment, or transfzr within the meaning of this Article 8.

8.4 LENDER'S RIGHTS. Lender reserves the right to condition the consent required
hiereunder 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 transferee, paviment
of a processing fee of $2,000 upon any request for transfer, payment of a transfer fee of one percent
{1%) of the principal balance of the Note upen the occurrence of the transfer and all of Lender's
expenses incurred in connection with such transfer, the approval by Lender of the proposed
ransieree, the proposed transferec's continued compliance with the representations, warranties and
covenants sei forth in Sections 4.2 and 5.9 hereof, or such other conditions as Lender shall determine
in its sole discretion to be in the interest of Lender. 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 Borrower's sale, conveyance, mortgage, grant, bargain,
encumbrance, pledge, assignment, or transfer of the Property without Lender's consent. This
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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 ot
Lender has consented to any previous sale, conveyance, mertgage, grant, bargain, encumbrance,
pledge, assignment. or transfer of the Property.

9 . PREPAYMENT

G.1 PREPAYMENT BEFORE EVENT OF DEFAULT. The Debt may be prepaid
only in strict accordance with the express terms and conditions of the Mote including the payment
of any Prepayment Consideration (as defined in the Note}.

v.2 PREPAYMENT AFTER EVENT OF DEFAULT. If a Default Prepayment
{defined below) occurs, Borrower shail pay to Lender the entire Debt. including without limitation,
the Prepayment Consideration (as defined in the Note). For purposes of this Section 9.2, the term
"Default Prepayment” shall mean a prepayment of the principal amount of the Note made after the
occurrence of any Event of Default or an acceleration of the Maturitv Date (as defined 1n the Note)
under any circumstances, incluging, without limitaticn, a prepayment occurring in connection with
reinstatement of this Security Instrument provided by statute under foreclosure proceedings or
exercise of a power of sale, any statutory right of redemption exercised by Borrower or any other
party having a statutory right to redeem or prevent {oreclosure, any sale in foreclosure or under
exercise of a power of sale or otherwise.

10 - DEFAULT

101 EVENTS OF DEFAULT. The occurrenee of any one or more of the following
events shall constifute an "Event of Default™: (a) if any portion of the Deht is not paid prior to the
tenth (10th) day after the same is due or if the entire Debt is not paid on or before the Maturity Diate:
(b} if any of the Taxes or Other Charges is not paid prior to the date the same becomes dehinquent
except to the extent sums sufficient to pay such Taxes and Other Charges have been deposited with
Lender in accordance with the terms of this Security Instrumert; {c) if the Policies are net kept in
full force and ¢ffect, or if the Policies are not delivered to Lender upon request or Botrower has not
defivered evidence of the renewal of the Policies thirty (30) days prior to their cxpiration as provided
in Section 3.3(b}; (d) if Borrower violates or does not comply with any of the provisions of Sections
37 or 42 or Articles 8 or 13; (e) if any representation or warranty of Borrower, indemnitor or any
pe. son guaranteeing payment of the Debt or any port:on thereof or performance by Borrower of any
of the terms of this Secunty Instrumest {a "Guaranior"), or any general partner, principal or
beneficial owner of any of the foregoing, made herein or in the Environniental Indemnity (defined
below) or any guaranty, or in any certificate, report, financial statement or other instrument or
document furnished to Lender shail have been false or misleading in any material respect when
made; (f) if (i) Borrower or any general partaer ot managing member of Borrower, cr any Guarantor
ot Indemnitor shall commence any case, proceeding or other action {A) under any existing or future
{aw of any jurisdiction, domestic or foreign, relating to bankruptcy. insolvency or relief of debtors.
seeking to have an order for retief entered with respect to it, or seeking to adjudicate it a bankrupt
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or insolvent, or seeking reorganization, adjustment, liquidation, dissolution or other relief with
respect to it or its debts, or (B) seeking appointment of a receiver, trustee, custodian or other similar
official for it ot for all or any substantial part of its assets, or Borrower or any general partner or
managing member of Borrower, or any Guarautor or Indemnitor shall make a general assignment
for the benefit of its creditors; or (ii) there shall be commenced against Borrower or any general
partner or managing member of Borrower, or any Guaranior or Indemnitor any case, proceeding or
other action of a nature referred to in clause (i) above which (A) results in the entry of an order for
relief or any such adjudication or appointment or (B) remains undismissed or undischarged for a
period of sixty (60} days; or (iii} there shall be commenced against Borrower or any general partner
or managing member of Borrower, or any Guarantor or Indemnitor any case, proceeding or other
aciion seeking issuance of a warrant of attachment, execution, distraint or similar process against ail
or any substantial part of its assets which results in the entrv of any order for any such relief which
shall not have been vacated, discharged, or stayed or bonded pending appeal within sixty {60} days
from the entry thereof. or (iv) Borrower or any general pariner or managing member of Borrower,
or any Guarantor or Indemaitor shall take any action in furtherance of, or indicating its consent to,
anproval of, or acquiescence in. any of the acts set forth in clause (i), {ii), or {iil) above; or (V)
Borrower or any general psrtner or managing member of Borrower, or any Guarantor or Indemnitor
shall generally not, or shall be unable to, or shall adinit in writing 1ts inability to, pay its debts as they
become due; (g) if Borrower shall be in defauit beyond any applicable notice or cure period under
any other mortgage, deed of trust, deed to secure debt or other security agrecment covering any part
of the Property whether it be superior or junior in lien to this Sccurity Instrument; (h) if the Property
becomes subject to any mechanic's, materialman's or other lien other than a lien for local real estate
taxes and assessments not then delinguent and the lien shall remain undischarged of record (by
payment, bonding or otherwise) for a period of thirty (30) days after Borrower has first received
notice thereof; (i} if any federal tax lien is filed against the Property and same is not discharged of
record within thirty (30) days after Borrower has first received notice thereof; () if within ten (10)
days of Lender's demand thercfor Borrower fails to provide Lender with the written certification and
evidence referred to in Section 5.9 hereof; (k) if any default beyond any applicable netice or cure
period occurs under that certain environmental indemnity agrecment dated the date herecf given by
Borrower aud Prestige Care, Inc., Phillip G. Fogg, Richard B. Delamarter, Harold G. Deiamarter.
ang Gregory Vislockt ("Indempitor”) to Lender (the "Environmental Indemnity”) and such default
continues after the expiration of applicablc notice and grace periods, if any; (1) if any default bevond
any applicable notice or cure period oceurs under any guaranty or indemmnity executed in connection
herewith and such default continues afier the expiration of applicable grace periads. if any: (m) if
for any reason, Borrower shall not keep in fuil force and eftect the license necessary to cperate the
Property as set forth in Section 4.1 hereof or any Certificate of Need (if applicable) i5 revoked: or
(1) 1if tor more than ten (10) days after notice from Lender, Borrower shall continue to be in defauh
under any other term, covenant or condition of the Neote, this Security Instrument or the Other
Security Documents in the case of any defauit which can be cured by the payment of a sum of meney
ot for thirty {30) days after notice from Lender in the case of any other default, provided that if such
defauil cannot reasonably be cured within such thirty (30) day period and Borrower shall have
commenced to cure such default within such thirty (30) day penod and thereafier diligently and
expeditiously proceeds to cure the same, such thirty (30) day period shall be extended for so long
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as it shall require Borrower in the exercise of due diligence to cure such default, it being agreed that
no such extension shall be for a period in excess of sixty (60) days.

11 - RIGHTS AND REMEDIES

111 REMEDIES. Upon the occurrence of any Event of Default, Borrower agrees that
Trustee or Lender may take such action, without notice or demand, as it deems advisable to protect
and enforce its nights against Borrower and in and to the Property, including, but not limited to. the
foilowing actions, cach of which may be pursued concurrently or otherwise, at such time and in such
order as Trustee or Lender may determine, in its sole discretion, withcut impairing or otherwise
affecting the other rights and remedies of Trustee or Lender: (s) declarc the entire unpaid Debt 1o
be immediately due and payable; (b) institute procecdings, judicial or otherwise. for the complete
foreciosure 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, ta the extent
permitied and pursuant to the procedures provided by applicable law, institute proceedings for the
partial foreclosure of this Security Instrument for the poriion of the Debt then due and payable,
subject to the continuing lien and security interest of this Secunty Instrument for the balance of the
Debt not then due, wumpaired and without loss of priority; (d) sell for cash or upon credit the
Praperty or any part thereof and all estate, claim, demand, right, title and interest of Borrow er therein
and nights of redemption thereof, pursuant to power of sale or otherwise, at one or more sales, as an
eniity or in parcels, at such time and place, upon such terms and after such notice thereof as may be
required or permitied by law; {e) institute an action, suit or proceeding in equity for the specific
verformance of any covenant, condition or agreement contained herein, in the Note or in the Other
Security Documents; (f) recover judgment on the Note either hefore, during or afler any proceedings
for the enforcement of this Security Instrument or the Qther Security Documents; (g) apply for the
appointment of a receiver, trustee, liquidate or conservator of the Property. without notice and
without regard for the adequacy of the security for the Debt and without regard for the solvency of
Borrower, any Guarantor, {ndemnitor or of any person. firm or other entity liable for the payment
of the Debt; (h) subiect to any applicable law, the license granted to Borrower under Section 1.2 shall
automnatically be revoked and Lender may enter into or upon the Property, either personally or by
its agents, nominees or atiorneys and dispossess Borrower and its agents and servants therefrom.
without jiabiiity for trespass, damages or otherwise and exclude Borrower and its agents or servants
whoily therefrom, terminate any management agreement then in effect, and take possession of all
books, records and accounts relating thereto and Borrower agrees to surrender possession of the
Property and ot such books, records and accounts to Lender upon demand, and thereupon Lender
may (1) use, operate, manage, control, insure, maintain, repatr, restore and otherwise deal with ali
and every part of the Property and conduct the business thereat; (it} complete any construction on
the Property in such manner and form as Lender deems advisable; {(11) make alterations, additions,
renewals, replacements and improvements to or on the Property; {iv) exercise all rights and powers
of Borrower with respect to the Property, whether in the name of Bormower or ctherwise, including,
without hmitation, the right to make, cancel, enforce or modify Leases, obtain and evict tenants, and
demand, sue for, collect and receive all Rernts of the Property and every part thereof; (v) require
Borrov/er to pay monthly in advance to Lender, or any receiver appointed to collect the Rents, the
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fair and reasonabie rental vatue for the use and occupation of such part of the Property as may be
occupied by Borower, (vi) require Borrower 1o vacaie and surrender possession of the Property 10
Lender or to such receiver and, in default thereof, Borrower may be evicted by summary proceedings
o othervise; and (vil) apply the receipts from the Property to the sayment of the Debt, in such order,
priority and proportions as Lender shall deem appropriate n its sole discretion after deducting
therefrom all expenscs (including reasonable attorneys' fees) incurred 10 connection with the
aforesaid operations and all amounts necessary to pay the Taxes, Otrer Charges, insurance and other
expenses in connection with the Property, a8 well as just and reasonable compensation for the
services of Lender, its counsel, agents and emplovees, (1) exercise any and all rights and remedies
granted 10 @ secured party upon default under the Uniform Commercial Code, including, withoul
timiting the generality of the foregoing: () the right to take possession of the Personal Property ot
any part thereof, and to take such other measures a3 Lender may cleem necessary for the care.
protection and preservation of the Personal Property, and (ii) requect Borrower at its expense W0
assemble the Personal Property and make it available to Lender at a convenient place acceptabi¢ 10
Lender. Any nofice of sale, disposition of other intended action by Lender with respect 1o the
Personal Property sent o Borrower in accordance with the provisions nereof at least five (5) days
prior to such action, shall constitute commercially reasonable notice to BOTTOWET, (j) apply any sums
then deposited in the Bscrow Fund and any other sums held in escrow OF otherwise by Lender n
accordance with the tenms of this Security Instrument oOr any Other Security Document to the
payment of the foliowing items in any order in its uncontrolied discretiort (i) Taxes and Gther
Charges; (i) [nsurance dremiums; {iii) Interest on the unpaid principal palance of the Note; (1v)
Amortization of the unpaid principal balance of the Note; (V) All other surns payable pursuant 1o the
Note, this Security [nstrument and the Other Security Documents. including without limitation
advances made by Lender pursaant to the terms of this Security Instruments (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
Jeem proper, and in connection therewith, Borrower hereby appoints Lender as agent and attorney-
in-fact (which is coupled with an interest and is therefore irrevocable! for Borrower 10 collect such
[nsurance Premiums; (}) pursue such other remedies as Lender may have under applicable iaw: or
(m) apply the undisbursed balance of any Net Proceeds Deficiency deposit, together with interest
thereon, o the payment of the Debt in such order, priotity and proportions as Lender shall deem 10
be appropriate in its discretion to the payment of the Debt.

In the eventof a sale, by foreclosure, power of sale, or otherwise, of iess than all of
the Property. this Security Instrument shall continue as a lien and security interest o0 the remaining
portion of the Property unimpaired and without loss of priority. Notwithstanding the provisions of
this Section i1.1 t0 the contrary, il any Event of Default as described in clause (1) or (i) of
Subsection 10.1(f) shall occur, the sntire unpaid Debt shall be automatically due and payable.
without any further notice, demand or other action by Lender.

11.2 APPLICATION OF PROCEEDS. The purchase money, proceeds and avails of

any disposition of the Property, or any pari thereof, or any other sums collected by Lender pursuant
to the Note, this Qecurity Instrument of the Other Security Documents, may be applied by Lender
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to the payment of the Prebt ini such priority and proportions as Lender in its discretion shail deem
proper.

113 RIGHT TO CURE DEFAULTS. Upon the occurrence of any Event of Default,
Lender may, but without any obligation to do so and without netice to or demand on Borrewer and
without releasing Borrower from any obligation hereunder, make or do the same in such manner and
to such extent as Lender may deem necessary to protect the security hereof. Lender is authorized
to enter upon the Property for such purposes, or appear ir, defend, or bring any action or proceeding
to protect its interest in the Property or to foreclose this Security Instrument or coliect the Debt, and
the cost and expense thereof (including reasonable attorneys' fees to the extent permitted by law),
with interest as provided in this Section 11.3, shall constitute 3 portion of the Debt and shall be due
and payable to Lender upon demnand. All such costs and expenses incurred by Lender in remedying
suci Event of Default or such failed payment or act or in appearing in, defending, or brnging any
such action or proceeding shall bear interest at the Default Rate, for the period afier notice from
Lender that such cost or expense was incurred to the date of payment to Lender. All such costs and
expenses incurred by Lender together with interest thereon calculated at the Default Rate shall be
deemed to constitute a portion of the Debt and be secured by this Security Instrument and the Gther
Security Documents and shall bz immediately due and payable upon demand by Lender therefor.

114 ACTIONS AND PROCEEDINGS. Lender has the righi 10 appear in and defend
any action 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.

IS RECOVERY OF SUMS REQUIRED TO BE, PAID. Lender shall have the rnight
from time to time to take action ¢ recover any sum or sums which constitute a part of the Debt as
the same become due, without regard to whether or not the balance of the Debt shall be due, and
without prejudice to the right of Lender thereafter o bring an action of toreclosure, or any other
action, for a default or defauits by Borrower existing at the time such earlier action was commenced.

1.6 EXAMINATION OF BOOKS AND RECORDS. Lender, its agents, accountants
and atiorneys shall have the right to examine the records, books, management and other papers of
Borrower and its Affiliates or of any Guarantor or Indemnitor which reflect upen their financial
conditien, at the Property or at any office regularly maintained by Borrower, its A ffiliates or any
Guarantor or Indemnitor where the books and records are locaied. Lender and its agents shall have
the right to make copies and extracts from the foregoing records and other papers. In addition.
Lender, its agents, accountants and attorneys shall have the rnght 1o examine and audit the books and
records of Borrower and its Affiliates or of any Guarantor or Indemnitor pertaining to the income.
expenses and operation of the Property during reasonabie business hours at any office of Borrower,
its Affiliates or any Guarantor or Indemnitor where the books and records are located. This Section
11.6 shall apply throughout the term of the Note and without regard {0 whether an Fvent of Default
has occurred or is continuing. Notwithstanding the above, absent an Event of Default, Lender shall
noi perform such examination more frequently than two (2) times per calendar year.
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1.7 OTHER RIGHTS, ETC.

The failure of Leader 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 shal! not be relieved
of Borrower's obli gations hereunder by reason of (i) the failure of Lender to comply with any request
cf Borrower, any Guarantor or any indemnitor to rake any action o foreclose this Security
Instrument or otherwise enferce any of the provisions hereof or of the Note or the Other Security
Documents, (ii) the release, regardless of corsideration, of the whole or any part of the Property, or
of any person liable for the Debt or any portion thereof, or (jij) 4ny agreement or stipulation by
Lender extendin f ayment or otherwise modifying or supplementing the terms of the
Note, this Security Instrument or the Other Security Documents,

(b) itis agreed that the risk of loss or damage to tie Property is on Borrower, and
Lender shall have no liability whatsoever for decline in value of the Property, for failure ro maintain
the Policies, or for failure to determine whether insurance in force is adequate as 1o the amount of
risks insured. Possession by Lender shal i &n election of judicial relief, if any such
possession is requested or obtained, with respect to any Property or collateral not 1n Lender's
possession.

(¢c) Trustee or Lender may resort for the payment o1 ihe Debt 16 any other securiny
held by Trustee or Lender in such order and manner as Lender, in its discretion, may elect. Trustee
or {ender may take action to recover the Debt, or any portion thereof, or to enforce any covenant
hereof withou: prejudice to the right of Trustes or Lender thereafter to foreclose this Security
[nstrumen:. The rights of Trustee and Lender under this Security Instrument shajl be separate,
distinct and cumulative and rone shall be given effect 1o (he exclusion of the others. No act of
Trustee or Lender shall be constried as an election to proceed under any one provision herein to the
exclusion of any other provision. Trustee and Lender shall not be limited exclusively to the ri ghts
and remedies herein stated but shall be entitled t¢ every right and remedy now or hereafter afforded
at law or in equity.

118 RIGHT TO RELEASE ANY PORTION OF THE PROPERTY. Lender may
release any portion of the Property for such consideration as Lender may require withoui. as to the
remainder of the Property, in any way impairing or affecting the lien or priority of this Securin
Instrument, or improving the position of any subordinate lienholder with respect thereto. except 1o
the extent that the obligations hereunder shaj] have been reduced by the actyal monetary
consideration, if any, received by Lender for such release, and may accept by assignment, pledge or
otherwise any other property in place thereof as Leader may require without being accountabie for
so doing to any other lienholder. This Security Instrument shall continue as a lien and security
interest in the remaining portion of the Progerty.

1.9 VIOLATION OF LAWS. ifthe Property is not in compliance with Applicable

Laws, Lender may impose additional requirements upon Borrower in conpection herewith inciuding,
without limitation, monetary reserves or financial equivalents.

148111 .2dWP




£330

the
»and in the
event Lender 3 I tion againg; ¢ Ty, ' d 0 pursye 3
dcﬁciency spect to igari st Borrower, Guarantor and Indemniior
The Provisions of Sectiong 132,131 . 1008 to any non-recourse or exculpatiop;
PIovisions in the Note, this Security Instrument of the Other Security Documents, ana Borrower
Guarantor ang Indemnitor are fully and bersonally liable for the obligations Pursuant to Secyjons
132,133 and [13.4. The iiabih!y of Bcr,rower, Guarantor c are not imited 10 the
oniginal principal amnount of' the Noge. thwizhs:anding the foregoj , ng herein shajj inhib
“F preveni Lender from foreclosing pursuant o S v ment or ¢xercising any other
fights and remedies pursuan; the Note, ¢ ity Instrumen; and the Other Security
Documents, whether simy]; ith foreclogy ings or in any other sequence. A
Separate action ions 3 ainst Borrower, whether oy pot action
is broughy agai \ rentity or whether or pot any ot
i the action Of actions. Ip addition, Lender shyy have the he tion 1o join and
Participate in, a5 5 party if it so elects, any adminjsg ] proceedings or actions initiaged
In conneetion With any matter addressed ip Article 12 of Section 134,

i regyr OF ENTRY. Lender and jis agents shall have the Nt 1o enter ang inspect
the Property at ali reasonable times,

11.12 DEFAULT INTEREST AND LATE CHAR
without limitation to any of Lender's rights or remedies set
has the right tbl!owing an Evepy of Defaylt 1o demand interest cn the principal amount of the Note
at the Defanit Rate (as defined ip the Note) ang late paymen; charges in accordance with the terms

of the Note,
iz2- ENVIRONMENTAL HAZARDS

12 EM’TRONMENTAL REPRESENTAT
of Borrower's knowledge. after due inqy;j “{a)s / S . ined bejow;
O undergroynd Storage tanks i, ! those that are both fi) 1
compliance with Environmentaj i i i
(i) fully disciosed ¢ Lender |
environmenta] assessments of the Property delivered
there are no past, present or threatened Releases (defip
under or from the Property EXcept as describegd
of any Rejeage of Hazardoyg Substances migrg

: tal Report: (d) there ;

£ with Envimnmcntai La
erty ]
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iten notice or

mmental entity

€ hability of any

1S In connection

*Y; OF any actua] or potentia] administrative or i ngs in Connection with

any of the foregoing; and (f) Borrower has truthfully ang fully provided to Lender, in Writing, any

and all information relating to conditions ip, o, under or from the Property thay Is known to

Borrower ang that is containeg in Borrower's files and records, including but not limited 1o any

g o Hazardoys Substances in, on, under or from the Property andior (o the
ENVironmentaj condition of the Property.

"Environmenta] Law" means any present and furyre federal, state and local jaws,
slatutes, ordinances, ryjes. Tegulations and the like, as well a5 common law, relating 1o proteciion
of human health or the environment, relating 1o Hazardoys Substances, relating 1o liability for of
£osts of Remediarion Or prevention of Releases >f Hazardoyg Substances or relating 1o liability for
OT COsts of other actua] or threatened danger to human health nvironment, "Environmenta
Law" includes, by¢ 18 1ot limited to, the fol}oumg Statutes, ag amended, any Successor thereio. ang
any regulationg promulgated pursyan; thereto, ang any state or Jocy] statutes, ordirances. ;
regulations and tpe like addressing similar issyes: the Comprehensive Environmenta] Response.
Compensation and Liability Aci; the Emez‘gency Planning and Commumty Right-to-Know Act, the
Hazardous Substancesg Transportation Act; the Resource ¢ ONServation ang Recovery A¢ (including
bUL not fimited 1o 0 underground storage tanks); the Solid Waste Disposal Act;

ir Act; the Toxic Substances Contro] Act; the Safe Drinking Water

I th Act; the Fedora] Water Poliution Control Act: the Federal
Insecticide, Fungicide angd Rodenticide Act; the Endangereqd Species  Act: the Nationaj
Environmentaj Policy Act; and the River IS Appropriation Act. “Environmental aw" also
includes, by is not lim; , S future federal, state and loca! laws, <
ordinances, rules, regulati i well as common law: ¢
Upen a negative declaration or other approva) of a governments nmemal
condition of the property; requiring notification or disclosure of Releases of Hazardoys Substances
or other Environmenial condition of the Property 1o any governmental authority or other person or
entity, whether CT Not in connectjon with transfer of title to or Interest in property; imposing
conditions or requirements in connect i her authorization for lawiyj activiry;
relating 1o nNuisance, respass or o1 on related to the Property; and relating 1o
wrongful death, Personal injury, or property or other damage ip connection with *ny physical
condifion or yge of the Property,

ude but are pot limited 1o any and all subsiances

I otherwige classified as poliutanis, hazardoys wastes,

us materials, extremely hazardoug wasles, or words of stmilar Meaning

Or regulatory effect uander any pregens or future Environmenga Laws or tha In3y have negative

Impact on human health of the environment, including byt not lmited 1o petrolenm and petroleum

Products, ashestos and asbestos-contain; 18 materials, polychlornated biphenyls, lead, radon,
radioactive maierials, flammables and explosjves,
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"Release” of any Hazardous Substance includes but is not limited to any release,
deposit, discharge, emission, leaking, spilling, seeping, migrating, injecting, pumping, pouring,
emptying, escaping, dumping, disposing or other movement of Hazardous Substances,

"Remediation” includes but is not limited to any response, remedial, removal, or
corrective action, any activity to cleanup, detoxify, decontaminate, contain or otherwise remediatc
any Hazardous Substance, any actions to prevent, cure or mitigsie any Release of any Hazardous
Substance, any action to comply with any Environmental Laws or with any permits issued pursuant
thereto, any inspection, investigation, study, monitoring, assessment, audit, sampling and testinyg,
laboratory or other analysis, or revaluation relating to any Hazardous Substances or to anvthing
referred to in Article 12,

122 ENVIRONMENTAL COVENANTS Borrower covenanis and agrees that: (a) all
uses and operations on or of the Property, whether by Berrower o any other person or entity, shall
be in comnpliance with all Environmental Laws and permits issued pursuant thereto: (b) there shall
be no Releases of Hazardous Substances in, on, under or from ihe Property by Borrower or anyor.e
conirolled by, controlling or under common control with Borrower: (c) Borrower shall keep the
Property free and clear of all liens and other encumbrances imposed pursuant to any Environmenta!
Law, whether due to any act or omission of Borrower or any other person or enuity (the
“Environmental Liens"); (d) Borrower shall, at its sole cost and expense. fully and expeditiously
cooperate in all activities pursuant to Section 12.3 below, including but roi limited to providing all
relevant information and making knowledgeable persons available for interviews; (e) Borrower shall,
at its sole cost and expense, perform any environmental site assessment or other investigation of
environmental conditions in connection with the Propert y, pursuant to any written request of Lender
{provided that such request is made based upon Lender's reasonabis belief that there are Hazardous
Substances in, or under the Property which are not in compliarice with Environmental Laws), and
share with Lender the reports and other results thereof, and Lender and other Indemnified Panics
shali be entitled to rely on such reports and other resuits thercof; (f) Borrower shall, at its sole cost
and expense, comply with a!l reasonable written requests ot Lender to (1} reasonably effectuate
Remediation of any condition {including but not limited to a Release of a Hazardous Substasce! in.
on, under or from the Property; (ii) comply with any Environmental Law; (iii} comply with an
directive from any gevernmental authority; and (iv) take any other reasonable action necessary or
appropriate for protection of human health or the environment: {g) Borrower shall not do or allow
any tenant or other user of the Property to do any act that materially increases the dangers to human
health or the cnvironment, poses an unreasonable risk of harm to any person or entity (whether on
or off the Property), impairs ur may impair the value of the Property, is contrary to any requir-ment
of any insurer, constitutes 2 public or private nuisance, constitutes waste, or violates any covenani.
condition. agreement or easement applicable to the Property; and (h) Borrower shali iminediately
notify Lender in writing of (A) any presence or Releases or threatened Releases of Hazardous
Substances in, on, under, from or migrating towards the Property: (B) any non-compliance with any
Envircnmental Laws related in any way to the Property; (C) any actual or potential Environmental
Lien; (D) any requirzd o1 proposed Remediation of environmental conditions relating to the
Property; and (E) any written or oral notice or other communication whick Borrower becoimes aware
from any source whatsoever (including but not limited to a governmental entity) relating in any way
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thereof in a timely fashion to the recipient of the proceeds of the transaction in connection with
which this Security Instriment is made; (g) any failure of the Property to be in compliance with any
Applicable Laws; (h) the enforcement by any Indemnificd Party of the provisions of this Article ] 3,
(1) auy and ail claims and demands whatsoever which may be asserted against Lender by reason of
any alleged obligations or undertakings on its part io perform or discharge any of the terms,
covenants, or agreements contained in any Lease; (j) the payment of a1y comniission, charge or
brokerage fee to anyone which may be payable in connection with the funding of the loan evidenced
by the Note and secured by this Security Instniment; or (k) any misrepresentation made by Borrower
in this Security Instrumens or any Other Security Document. Any amounts payable to Lender by
reason of the application of this Section 13.1 shall become immediately due and payable and shai
bear interest at the Default Rate from the date loss or damage is sustained by Lender until paid. For
purposes of this Article 13, the term "Indemnified Parties" means Lender, Trustee and any person
or entity who is or will have been involved in the origination of the loan secured hereby, any person
or entity who is or will have been involved in the servicing of the loan secured hereby, any person
or enlity in whose name the encumbrance created by this Security Instrument is or will have been
recorded and persons and entities who may hold or acquire or will have held a full or partial interest
in the loan secured hereby.

112 MORTGAGE AND/OR INTANGIBLE TAX. Borrower shall, at its sole cogt and
expense, protect, defend, indemmify, release and hold harmiess the Indennified Parties from and
against any and all Losses imposed upon or incurred by or asserted against any Indemnified Paries
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.

133 ERISA INDEMNIFICATIGN. Borrower shall, at its sole cost and expense, protect,
defend, indemnify, release and hnld harmless the Indemnified Parties from and against any and ail
Losses (inciuding, without limitation, attorneys' fees and costs incurred in the invesij gation, defense,
and settlement of Losses incurred in correcting any prohibited transaction or in the sale of a
prohibited ioan, and in obtaining any individual prohibited ransaction exemption under ERISA that
may be required, in Lender’s sole discretion) that Lender may incur, directly or indirectly. as a result
of a default under Section 5.9,

134 ENVIRONMENTAL INDEMNIFICATION. Borrower shall, at its sole cos: and
Sxpense, protect, defend, indemnify, release and hold harmless the Indemnified Parties from and
against any and all Losses and costs of Remediation (whether or not performed voluntarily).
engineers' fees, environmentai consultants' fees, zud costs of investigation (including but not limitec
{0 sampling, testing, and énalysis of soil, water, air, building materials and other materials and
substances whether solid, liquid or gas) imposed upon or inciured by or asserted against an\
Indemnified Parties, and directly or indirectly arising out of or in any way relating to any one or
more of the foilowing {except to the extent the same relaic solely to Hazardous Substances firsi
introduced to the Property by anyone other than Borrower, its agents or employees following the
foreclosure of this Security Instrument (or the delivery and acceptance of a deed i lieu of such
foreclosure}, the expiration of any applicable right of redemption and the obtaining by the purchaser
at such foreclosure sale or grantee under such deed of possession of the Proverty): (a) the past,
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present or future existence, Release or threatened Release of any Hazerdous Substances in, on,
above, or under the Property; (b) any past, present or fisture non-compiiance or violations of any
Environmental Laws (or permits issued pursuant to any Environmental Law) in connection with the
Property or operations thereon, (c) any legal or administrative processes or proceedings or judiciai
proceedings in any way connected with any matter addressed in Article 12 and this Section 13.4; {d)
any personal injury, wrongful death, or property damage arising uader any statutory or common law
or tort law theory, and (e) any misrepresentation or inaccuracy in any representation or warranty or
material breach or failure to perform any covenants or other obligations pursuant to Article 12. This
indenity shall survive any termination, satisfaction or foreclosure of this Security Instrument.

135 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 Pusty) by
atforneys and other professionals approved by the Indemnified Parties, Notwithstanding the
foregoing, any Indemnified Parties may, in their sole and absolute discretion, engage their own
attorneys and other professionals to defend or assist thern, and. at the option of Indemnified Parties,
their attorneys shall contro! the resolution of claim or proceeding. Upon demand, Borrower shall
pay or, in the sole and absolute 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 professionals in connection therewith,

14 - WAIVERS

4.1 WAIVER OF COUNTERCLAIM. Borower hereby waives the right to assert a
counterclaim, other than a mandatory or compulsory counterclain, in any action or procceding
brought against it by Lender crising out of or in any way connected with this Security Insoument.
the Note, any of the Other Security Documents, or the Obli gations.

14.2  MARSHALING AND OTHER MATTERS. Borrower hereby waives, o the exient
permitied by law, the benefit of all appraisement, vaiuation, stay, extension, reinstalement and
redemption laws now or hereafier in force and all rights of marshaling 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 ali rights of redemption from sale under any order or decree of foreclosure
of this Security Instrument on behalf of Borrower, and on behalf of each and EVETy Person acquiring
any interest in or title to the Property subsequent to the date of this Security Instrument and on behalf
of all persons ta the extent permitted by applicable law.

143 WAIVER OF NOTICE. Borrower shall not be entitled o any notices of any nature
whatsoever from Trustee or Lender except with respect 1o matiers for which this Secunity Instument
specifically and expressly provides for the giving of notice by Trustee or Lender to Borrower and
except with respect to matters for which Trustee or Lender is required by applicable law 1o give
notice, and Borrower hereby expressly waives the right o receive any notice from Trustee or Lender
with respect to any matter for which this Security Instrument does not specifically and expressiy
provide for the giving of notice by Trustee or Lender to Borrower.
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144 SCLE 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 terta 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 safisfactory or not satisfactory and all other decisions and determinations made by Lender, shall
be n the sole and absolute discretion of Lender and shall be final and conclusive, except as may be
otherwise expressly and specifically provided herein.

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

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

15 - EXCULPATION

5.1 EXCULPATION. Except as otherwise provided, Lender shall not enforce the
tiability and obligation of Borrower to perform and observe the obligations contained in the Note
or this Security Instrument by any action or proceeding wherein a money judgment shail be sought
against Borrower, except that Lender may bring a foreclosure action, action for specific performance
or other appropriate action ot proceeding to enable Lender to enforce and realize upon this Securin
Instrument, the Other Security Documents, and the interest in the Property, the Rents and anv other
collateral given to Lender created by this Security Instrument and the Other Security Documents,
provided, however, that any judgment in any action or proceeding shall be enforceable against
Borrower only to the extent of Borrower's interest in the Property, in the Rents and in any other
collateral given to Lender. Lender, by accepting the Note and this Security Instrument, agrees that
it shall not, except as otherwise provided in Section 11.10, sue for, seek or demand any deficiency
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15.2 RESERVATION OF CERTAIN RIGHTS, The provisions of Section 13 1 shaj
not (a) constitute a waiver, release or impairment of any obligation evidenced or secured by the Nate
i trument; (b) impair the right of Lender 1o name
r sutt for judicial foreclosure and saje uncer thi:
; {c) affect the validity or enforceability of any indemnity, guaranty, master lessc
or similar instrument made in connection with the Note, this Security Instrument, or the Other
Security Documents; (d) impair the right of Lender 1o oblain the appointment of a recerver: (e}
Impair the enforcement of the Assignment of Leases and Rentg executed in connection herewith; (1)
impair the right of Lender o obtain a deficiency Jjudgiment or Judgrment on the Noe against Borrower
if necessary to obtain any insurance proceeds or condemnation awards to which Lender would be
otherwise entitled under thig Sacm’ity Instrument, provided, however, Lender shall only enforce such
Judgment against the insurance proceeds and/or condemnation awards; or (g) impair the right of
Lender to enforce the provisions of Sections | L10,13.2, 133 and 13 4 of this Security Instrument

153 EXCEPTIONS TO EXCULPATION, Notwithstanding the provisions of this
Article to the contrary, Borrower shal] be personally liable 10 [ender for the Losses it incurs due 1o
(i) fraud or intentiona] misrepresentati 3 any other person or entity in connection
with the execution and the delivery of the Note, this Security Instrument or the Gther Secunty
Documents; (ii) Borrower's misappiication or misappropriation of Rerits received by Borrower after
the oceurrence of an Event of Default; {ii)) Borrower's misappropriation of tenani security deposits
or Rents collected in advance; (iv) the misapplication or the misappropriation of Insurance proceeds
or condemnation awards; (v) Borrower's failure to pay Taxes, Insurance Premivms, Other ¢ harges
(except to the extent that sums sufficient io pay such amounts have been depaosited in escrow with
Lerder pursuant 1o the terms of this Security Instrument), charges for labor or matenals or other
charges that can create liens on the Property; (vi) Borrower's faiiure 1o compiy with the provisions
of Sections 5.9, 12,1 or 12.2 of this Security Instrument, or (vii) Borrower’s fajlure te pay any
AMOUNLS necessary to repair or replace any damage caused by the willful or wanton act or smission
of Borrower.

{54 RECOURSE, Notwithstanding the foregoing, the agreement of Lender not i pursue
fecourse liability as set forth in Section 15.1 above SHALL BECGME NULL AND VOID ang shall
be of no further force and effect in the event of Berrower's defanlt under Sections 3.11. 4.2 or %2
of this Security Instrument or if the Property or any part thereof shall become an asseiin (i) a
voluntary bankruptcy or insolvency proceeding, or {ii) an involuntary bankruptcy or insolvency
proceeding (A) which is comy Contr Pany or any other party controlling,
controtled by or under common contrel "Borrowing Group") or (B} in which any
member of the Borrowing Group objecis to a motion by 1.ender for relief from any stay or irgunction
from the foreciosure of this Security Instrument or any other remedial action permitted hereunder
or under the Note or the Other Security Documents,
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155 BANKRUPTCY CLAIMS, Nothing herein shall be deemed to be a waiver of any
right which Lender may have under Sections 506(a), 506(b), 111 1{b) or any other provisions of the
Bankruptcy Code to file a ciaim for the full amount of the Debt secured by this Security Instrument
of to require that all collaterat shall continue to secure all of the Debt owing to Lender in accordance
with the Note, this Security Instrument and the Other Security Documents,

16 - NOTICES

16.1  NOTICES. All notices or other written comimunications hereunder shali be deemed
1o have been properly given (i) upon delivery, il delivered in person or by facsimile transmission
with receipt acknowledged by the recipient thereof, by countersigning such notice and retuming i
lo the sender, by the same method used by sender, (1) one (1} Business Day (defined below) afier
1aving been deposited for overnight delivery with any reputabie overnight courier service, or (i)
three (2) Business Days after having been deposited in any post oftice of mail depository regularly
maintained by the U.S. Postaj Service and sent by registered or certified mail, postage prepaid,
return receipt requested, addressed as follows:

If ic Borrower: Eldorado Heights, LL.C.
501 SE Columbia Shores Boulevard. Suite 300
Vancouver, Washingion 98561
Attn.: Steven C. Fogg
Facsimile No.: (360) 735-9416

Foster, Pepper & Shefelman

101 SW Main Street, Suite 15060
Portland, Oregon 97204

Attn.: Michael Silvey, Esa.
Facsimile No.: (503)221-1510

If to Lender: Dynex Healthcare, inc.
Executive Center #2, 3rd F loor
1040 Broad Street
Shrewsbury, New Tersey 07702
Attn.: Eric Smith
Facsimile No.: {732) 578-0501

With a copy to: Arter & Hadden LLP
1801 K Street, N.W., 4th Floor
Washington, D.C. 20006
Attr: Carla Calobrisi, Esq.
Facsimile No.: {202) 857-0172

or addressed as such party may from time to time designate by written notice to the other parties.
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Either party by notice to the other may designate additional or d; ferent addresses for
subsequent notices Or communicationg.

For purposes of thig Subseciion, "Business Day" shall mean 2 dav on which
Y 3

commercial banks are pog avthorized oy required by law 1o cjoge 1n Richmond, v Irginia.
17 - SERVICE OF PROCESS
i7.1 CONSENT TO SERVICE,

Borrower wil] Maintain s place of business or ap agent for service of process in
Klamath ¢ ounty, Cregon, and give PTOmpt notice to Lender of the address of such, place of business
and of the name ang addresg of any new agent appointed by it, as appropriate. Borrower further
agrees that the fajlure of its agent for service of process to give it notice of &1y service of procesy,
will ot impair or affect the validity of such service or ofanyjudgmem based thereon. It despite
the foregoing, there is for any reason no agent for service of process of Borrower available to be
Served, then Bomrower jrrev ] § 10 service of process By registered o certified majt,
Postage prepaid, to it Or pursuant {o the firgt paragraph hereof

18- APPLICABLE LAW

CHOICE OoF LAW. This Security Instrument sha) pe govemed, constiried, applied
in accordance with the laws of the state in which the Fropenty is locateqg and the
applicable laws of the United States of America.

182 USURy LAWS. This Secunty Instrumeni and the Note are subject 1 the express
condition that at nio tme shall Borrower be obligated o required 10 pay interest on the Debiat a rate
which could subject the holder of the Note to either civif or criminal lability a5 a result of being in
¢ricess of the maximum interest rage which Borrower js permitted by applicabic law 1o contract or
agree to pay, If by the terms of this Security Instrument or the Note, Berrower is 4 any time
required or obligated to Pay interest on the Debt at a raie in excess of such maximum rate. the rate
ofinterest under the Security Instrument and the Note shall be deemed 6 be immcdiatel_\' reduced
£ siich maximum rage and the interest payable shall be computed at such maximurm ratc and all prior
Interest payments 1n excess of such maximum rate sh.jj b€ applied and shall be deemed {0 have been
Payments in reducrion of the principal bajance of the Note. Ali sums PG or agreed 1o be paid 1o
Lender for the use, forbearance, or deicntion of the Debt shall. to the Extent permitted by applicable
law, be amortized, prorated, allocated, and spread throughout the full stated term of the Note unii)
Payment in full so that the rate or amount of interes; gp account of the Debt does 10t exceed the
maximum lawful rate of interes: from time to time jn effect and apphcable 1o the Debt for sq long

4s the Deby s Outstanding.

i8.3 PROVISIONS SUBJECT To APPLICARLE LAW. Al nghts, powers and
temedies provided 11y thig Security Instrumen; may be exercised only to the extent that the exercise
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thereof does not violate any applicable provisions of law and are intended to be limited to the extent
necessary so that they will not render this Security Instrument invalid, unenforceable or not entitled
to be recorded, registered or filed under the provisions of any applicable law. If any term of this
Security Instrument or any application thereof shali be invalid or unenforceable, the remainder of
this Securily Instrument and any other apnlication of the term shall not be affected thereby.

1% - SECONDARY MARKET

191 TRANSFER OF LOAN. Lender may, at anv time, sell, transfer or assign the Noie.
this Security Instrument and the Other Security Documents, and any or ail servicing rights wiih
respect thereto, or grant participations therein or issue morigage pass-through certificates or cther
securities evidencing a beneficial interest in 4 rated or unrated public offering or private placement
(the "Securities”). Lender may forward to each purchaser. transferee, assigree, servicer, participant.
mvestor in such Securities or any rating agency (a "Rating Agency") rating such Securities (all of
the foregoing entitics collectively referred to as the "Invester”) and each prospective Inyesior. ail
documents and informnation which Lender now has or may hereafter acquire relating t¢ the Debt and
to Borrower, any Guarantor, any Indemnitor and the Property, whether furnished by Borrower, an
Guarantor, any Indemnitor or otherwise, as Lender determines necessary or desirable. Borrower.
any Guaranior and any Indemnitor agree to cooperate with Lender in connection with any transfer

nade or any Securities created pursuait to this Section, incluing, without limitation, the detivery
of an estoppel certificate required in accordance with Subsection 7.4(c) hereof and such other
documents as may be reasonably requested by Lender, provided such cooperation dees not require
Borrower o incur any material cost or expense. Borrower shall alse furnish and Borrower, any
Guarantor and any Indemnitor consent to Lender furnishing to such investors or such prospective
Investors or Rating Agency any and all available information concerning the Property, the Leases.
the financial condition of Borrower, any Guarantor and any Indemnitor as may be requested by
Lender, any Investor or any prospective Investor or Rating Agency in connection with any sale,
ransfer or participation inlerest.

20 - COSTS

20,1  PERFORMANCE AT BORROWER'S EXPINSE. Bomower acknowledges and
confirms that Lender shall impose certain administrative processing and/or commitment fees in
connection with the following, to the extent the same are requested by Borrower: (a) the extension.
rencwal, modification, amendment and termination of its {vans, (b) the release or substitution of
collateral therefor, (¢} obtaining certain consenis, waivers and approvals with respect to the T operty,
or (d) the review of any Lease or proposed lease or the preparation or review of any subordination.
non-disturbance agreement (the occurrence of any of the above shzll be called an "Event™)
Borrower further acknowledges and confirms that it shall be responsible for the payvment of all costs
of reappraisal of the Property or any part thereof, which are required by law, regulation or any
governmental or quasi-governmenta) authority. Borrower hereby acknowledges and agrees to pay,
immediately, with or without demand, a!l such fecs (as the same ray be increased or decrezsed from
time to time), and eny additional fees of a similar type or nature which miay be imposed by Lender
from time 1o time, upon the occurrence of any Event. Wherever it is provided for herein that
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Borrower pay any costs and expenses, such costs and expenses shall include, but not be limited to.
all reasonable legal fees and disbursements of Lender, whether of retained firms, the reimbursement
for the expenses of n-house staff or otherwise.

20.2 ATTORNEY'S FEES FOR ENFORCEMENT. (a) Borrower shall pay all
reasonable legal fees incurred by Trustee or Lender in connection with the preparation of the Note.
this Security Instrument and the Other Security Documents. and (b) Borrower shall pay to Trustee
or Lender on demand any and all expenses, including legal cxpenses and attorneys' fees. incurred
or paid by Trustee or Lender 1n protecting its interest in the Property or in collecting any amount
payable hercunder or in enforcing its rights hereunder with respect to the Property, whether or not
any legal proceedding is commenced hereunder or thereunder and whether or not any default or Event
of Default shali have occwred and is continuing, together with interest thereon at the Default Rate
frem the date paid or incurred by Tructee or Lender unti} such expenses are paid by Borrower.

21 - DEFINITIONS

2.1 GENERAL DEFINITIONS. Unless the context clearly indicates a contrary inten:
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 theremn,” the word
"Lender” shall mean "Lender and any subsequent holder of the Note,"” the word "Note” shall mean
"the Note and any other evidence of indebtedness secured vy this Security Instrument.” the word
"person” shail include an individual, corporation, partnership, trust, umincorporated association.
governmeni, governmental authority, and any other entity, the word "Property” shail inciude anv
portion of the Property and any interest therein, and the phrases "attorneys' fees”, “legal fees” and
"counse! fees” shali include any and all reascnable attomeys', paralegal and Jaw clerk fees and
disbursements, including, but not limited 1o, 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 rigits hereunder.

22 - MISCELLANEOUS PROVISIONS

22,1 NO OGRAL CHANGE. This Security Instrument, and any provisions herect, 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 wiiting signed by
the party against whom enforcement of any modification, amendment, waiver, extension. change,
discharge or termination is sought.

222 SUCCESSORS AND ASSIGNS. This Security Instrument shall be binding upon
and inure (o the benefit of Borrower and Lender and their respective saccessors and assigns forever.

22,3 INAPPLICABLE PROVISIONS. if any term, covenant or condition of the Note
or this Security Instrument is held to be invalid, illegal or unenforceable in any respect. the Note and
this Security Instrument shall be construed without such prevision.
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224 HEABINGS, ETC. The headings and captions of various Sections of this Security
[nstrument are for convenience of reference only and are not to be construed as defining or limiting,
in any way, the scope or intent of the provisions hereof.

225 DUPLICATE ORIGINALS; COUNTERPARTS. This Security Instrument mav
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 aiid all of which ogether shail constitute a
single Securily Instrumen:. 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.

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

22.7 SUBROGATION. If any or ail of the proceeds of the Note have been used 1«
extinguish, extend or renew any indebredness 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, ang
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 ful! 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.

22.8  SUBSTITUTION OF TRUSTER. Lender shall have the irrevocable power 1o be
exercised at any time or times hereafier, with or without cause, to substitute a trustee or trustees in
place of the Trustees herein namied, by an instrument in writing duly executed, acknewledged and
recorded among the Land Records of the jurisdiction where the Property is located ard when such
mstrument is so recorded, ail the estate of the Trustee thus superseded shali terminate and all the
nght, title and interest of the Trustee hereunder shali be vested in the trustee or trustees named us
its successor, and such successcr trustee o7 trustees shall have the same powers, rights and duties
which the Trustee so superseded had under this Deed of Trust  The exercise of this right to appoint
3 SUuccessor trustee, ne matter how often exercised, shall not be deemed an exhaustion of said ri ght.
Irrespective of whether Trustee consists of one or more entities, Lender may name one or more
emitities as successor trustee as Lender may determine.

22.9 ENTIRE AGREEMENT. The Note, this Security Instrument and the Other Security
Documents constitute the entire understanding and agreement between Borrower and Lender with
respect to the transactions arising in connection with the Debt and supersede all prior written or oral
understandings and agreements hetween Borrower and Lender with respect thercio. Borrower
hereby acknowiedges that, except as incorporated in writing in the Note, this Secunty insmrument
and the Other Security Documents, there are not, and were not, and no persons are or were
authorized by Lender to make, any representations, understandings, stipulations, agreements or
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promises, oral or writteiy, with respect to the transaction which is the subject of the Note, this
Security Instrument and the Other Security Documents.

23 - THE TRUSTEE

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

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

213 ACTION IN ACCORDANCE WITH INSTRUCTIONS. Upon receipt by the
Trustee of instructions from the Lender at any time or from time to time, the Trustee shall give an
notice or direction or exercise any right, remedy or power hereunder or in respect of any part or all
of the Property as shall be specified in such instructions. The Trustee may, but not need, take any
of such actions in the absence of such instructions. At any time or from time (o timie, upon request
of the Lender and presentation of this Deed of Trust for endorsement, and withour affecting the
liability of any person for payment of the Obligations, the Trustee shall reconvey all or any part ¢f
the Property, consent to the making of any map or plat thereof, join in granting any easement
thereon, or join in any extension agreement or any agreement subordinating the lien and estate
hereof. Either Trustee may act on behalf of bath Trustees.

234 RESIGNATION. The Trustee may resign at any time upon giving not less than
thirty (30} days’ prior notice © the Lender, but shall continue to act as trustee unti! its successor shall
have been chosen and qualified.

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

236 RECONVEYANCE BY TRUSTEE. The Lender shall notify the Trustee of
pavment in full of the Obligations and shall, upon payment of the Release Fee (as defined below b
surrender this Deed of Trust to the Trustee for cancellation. Upeon receipt of such notification anc
upon payment by the Borrower of the Trustee’s expenses, the Trustee {and, if tequired by law, the
Lender) shali reconvey withcut warranty or covenant any portion of the Property then held hereunder
t0 the Borrower or to the person or persons legally entitied thereto by an instrument duly
acknowledged in form for recording, The recitals in such reconveyance of any matiers or facts shall
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be conclusive proof of the tuthfilness thereof Release Fee shall mean a nominal fee charged by
the Trustee in connection with the reconveyance of the Property, provided, however, that no Release
Fee shall be due if Lender or an Affiliate of Lender makes 2 loan to the Borrower to repay the Debt.
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strument has been executed by Borrower ander

IN WITNESS WHEREOQF, this Security in
scal as of the day and year first above writien.
BORROWER:

2d

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

By: Prestige Senior Living, L.L.C., an Oregon

lLimited lisbility company, its Managing

Member
L g
p u 7

/ /,,]L,{SEAL;
Steven C. Fogg -
Maraging Membet
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STATE OF \1XZD l%ﬁm .
)
counTy OF _Llerl -

. g

On _\ 0L __ti,,\;ﬁfb’,,_“_, peforeme, ___ .
Notary Public, personally appeared Steven C. Fogg, personally known to mc {or proven 10 me
the basis of satisfactory evidence) to be the person(s) whose name(s) is/are gubscribed to the
within instrument and acknowledged to me that he/she/tbey exceuted the same in his/her/their
autherized capacity(ies), and that by his/her/their signature(s) on the instrument the person{s), of
the entity upon benaif of which the person{s) acted, executed the instruraen’.

WITNESS my hand and official seal.

-

- i
éﬁi’.}sx/_@%@/ﬁiﬂﬁ i’i’__(*’_’f’./:_———_ R
I

My Commission Expires jﬁ_ﬁ_&l_’f

Noghry Public
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EXHIBIT “A”

(Description of Land)

ce or parcel of land, with the buildings and improvements thereen,

ALL of that certain lot, pie
gituate, lying and being:

78576.1dWPA
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EXHIBIT "A°
LEGAL DESCRIPTION

PARCEL. L

A varcel of land situated in rtions of vacated Blocks 2, 3, 6, 7.9 and 10, ELDORADUO
DITION TO THE CITY OF KLAMATH FALLS, GREGON. in the County of Klamath,
State of Oregon, more particularly d. scribed as follows:

Beginning at a int being the most Northerly comer of Lot 2, Block 10, ELDORADO
ADDITION TO THE CITY OF KLAMATH FALLS, OREGON; thence
along the Northwesterly line of said Lot 2, South 38 degrees 16’ 30" Wesi 100.00 feet 10
the most Westerly comer of said Lot 2 thence along the Southwesterly line of the vacated
rtion of Blocks 9 and 10 of said Fldorado Addition, North ress 42' 50" West 170.69
ect, thence leaving said Southwesterly line North 3§ degrees 16’ 30" East 667.37 feet to
the Southerly ling of Eldorado Boulevard; thence along said Southerla; line of Eldorado
Boulevard 132.36 feet along the arc of a 667.34 foot radius curve 1o the right, the long
chord of which bears South 33 degrees 00’ 55° East 181.84 feet; thence 29.87 feet along
the arc of a 20.00 foot curve to the right, the long chord of which bears South 4 degrees
30" 47" East, to its point of tangency with the Westerly line of Sloan Street; thence
along said Westerly line of Sloan Street South 38 degrees 16' 30" West 557.91 feet to the
Noriheasterly fine of said Lot 2: thence along said Northeasterly line North 51 degrees
42! 50" West 29.31 feet to the point of bepinning.

PARCEL. 2

Lot 2, Block 10, ELDORADO ADDITION to ihe City of Klamath Falls, in the County
of Klamath, State of Oregon, EXCEPTING THEREFROM the Southeasterly 19 feet,
according to the official plat thereof on file in the office of the County Clerk of Klamath
County, Oregon.

TOGETHER WITH all rights contained in the Cross Easement Agreement recorded with the County
glsrk of Klamath Falls, Oregon as Volume M96, page 922, Microfilm Records of Kiamath County,
regoL.




ELDORADO HEIGHTS, L.L.C,,
an Oregoa limited Hability company,
as grantor
(Borrewer)

to

AMERITYITLE, as Trustee {Trustee)
for the use and benefit of’
DYNEX COMMERCIAL, INC,,
a Virginia corporation,
as beneficiary
(Lender)

CORRECTED DEED GF TRIUST AND
SECURITY AGREEMENT

Dated: August 31, 1998
Klamath County, Gregon

PREPARED BY:

Arter & Hadden LLP

1801 K Street, N.'W., 4th Floor
Washigton, D.C. 20006
Atn: Carla Calobrsi, Esq.

UPQON RECORDATION
RETURN TO:

Dynex Healtheare, Inc.
Executive Center #2, 3rd Floor
1040 Broad Street

Shrswsbury, New Jersey 07702
Attr: Eric Smith
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