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MULTIFAMILY MORTGAGE,
ASSIGNMENT OF RENTS
AND SECURITY AGREEMENT

THIS MULTIFAMILY MORTGAGE, ASSIGNMENT OF RENTS AND SECURITY
AGREEMENT (the “Instrument”) is dated as of the 28th day of March, 2000, between
AMERICAN NATIONAL BANK AND TRUST COMPANY OF CHICAGO, AS
TRUSTEE UNDER TRUST NO. 113911-09 DATED MAY 1, 1991 ("TRUST") AND 6230
NORTH KENMORE APARTMENTS LIMITED PARTNERSHIP, AN ILLINOIS
LIMITED PARTNERSHIP ("BENEFICIARY"), SOLE BENEFICIARY UNDER THE
REFERENCED TRUST (COLLECTIVELY, HEREAFTER "TRUST" AND "BENEFICIARY"
ARE COLLECTIVELY REFERRED TO AS "BORROWER'), whose address is c/o Banner
Realty L.L.C; 770 Frontage Road, Suite 123, Northfield, Illinois 60093, as mortgagor
(“Borrower”), and WMF WASHINGTON MORTGAGE CORP., a corporation organized
and existing unde: the laws of Delaware, whose address is 1593 Spring Hill Road, Suite 400,
Vienna, Virginia 22192, as mortgagee {“Lender”).

Borrower is inde%ted to Lender in the principal amount of $1,585,000.00, as evidenced
by Borrower’s Multifamily Note payable to Lender dated as of the date of this Instrument, and
maturing on August 1, 2006.

TO SECURE TO LENDLR the repayment of the Indebtedness, and all renewals,
extensions and modifications of the inzuebtedness, and the performance of the covenants and
agreements of Borrower contained in thz Loan Documents, Borrower mortgages, warrants,
grants, conveys and assigns to Lender the Mortgaged Property, including the Land located in the
County of Cook, State of Illinois and described 1n rixhibit A attached to this Instrument.

Borrower represents and warrants that Boirower is lawfully seized of the Mortgaged
Property and has the right, power and authority to :inortgage, grant, convey and assign the
Mortgaged Property, and that the Mortgaged Property 15" unencumbered. Borrower covenants
that Borrower will warrant and defend generally the title .o the Mortgaged Property against all
claims and demands, subject to any easements and restrictions listed in a schedule of exceptions
to coverage in any title insurance policy issued to Lender contemporaneously with the execution
and recordation of this Instrument and insuring Lender’s interest ir. tiie-Mortgaged Property.

Covenants. Borrower and Lender covenant and agree as follows:

1. DEFINITIONS. The following terms, when used in this Instru‘nent (including
when used in the above recitals), shall have the following meanings:

(a)  "Borrower" means all persons or entities identified as "Borrower™ i the first
paragraph of this Instrument, together with their successors and assigns.

(b)  "Collateral Agreement" means any separate agreement between Borrower and
Lender for the purpose of establishing replacement reserves for the Mortgaged Property,
establishing a fund to assure completion of repairs or improvements specified in that agreement,
or assuring reduction of the outstanding principal balance of the Indebtedness if the occupancy of
or income from the Mortgaged Property does not increase to a level specified in that agreement,
or any other agreement or agreements between Borrower and Lender which provide for the
establishment of any other fund, reserve or account.
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(c)  "Environmental Permit" means any permit, license, or other authorization
issued under any Hazardous Materials Law with respect to any activities or businesses conducted
on or in relation to the Mortgaged Property.

(d)  "Event of Default’ means the occurrence of any event listed in Section 22.

(¢)  "Fixtures" means all property which is so attached to the Land or the
Improvements as to constitute a fixture under applicable law, including: machinery, equipment,
engines, boilers, incinerators, installed building materials; systems and equipment for the
purpose of supplying or distributing heating, cooling, electricity, gas, water, air, or light;
antennas, cable, wiring and conduits used in connection with radio, television, security, fire
prevention, or fire detection or otherwise used to carry electronic signals; telephone systems and
equipment; elevators and related machinery and equipment; fire detection, prevention and
extinguishing systems and apparatus;, security and access control systems and apparatus;
plumbing systems; water heaters, ranges, stoves, microwave ovens, refrigerators, dishwashers,
garbage disposers; wwashers, dryers and other appliances; light fixtures, awnings, storm windows
and storm doors; pictures, screens, blinds, shades, curtains and curtain rods; mirrors; cabinets,
paneling, rugs and 1locs-and wall coverings; fences, trees and plants; swimming pools; and
exercise equipment.

()  "Governmental Authority" means any board, commission, department or body
of any municipal, county, state or federal governmental unit, or any subdivision of any of them,
that has or acquires jurisdiction over the Mortgaged Property or the use, operation or
improvement of the Mortgaged Prope ty.

(g) "Hazardous Materials" ‘tnéans petroleum and petroleum products and
compounds containing them, including gasoline, diesel fuel and oil; explosives; flammable
materials; radioactive materials; polychlorinated biphenyls ("PCBs") and compounds containing
them; lead and lead-based paint; asbestos or asbestos-containing materials in any form that is or
could become friable; underground or above-ground-stsiage tanks, whether empty or containing
any substance; any substance the presence of which on‘ihe, Mortgaged Property is prohibited by
any federal, state or local authority; any substance that re/uires special handling; and any other
material or substance now or in the future defined as a "hazardous substance," "hazardous
material," "hazardous waste," "toxic substance,” "toxic pollutant” "contaminant,” or "pollutant"
within the meaning of any Hazardous Materials Law.

()  "Hazardous Materials Laws" means all federal, state, and-local laws, ordinances
and regulations and standards, rules, policies and other goveramental requirements,
administrative rulings and court judgments and decrees in effect now of in the future and
including all amendments, that relate to Hazardous Materials and apply to Beitower or to the
Mortgaged Property. Hazardous Materials Laws include, but are not finited to, the
Comprehensive Environmental Response, Compensation and Liability Act, 242, US.C.
Section 9601, et seq., the Resource Conservation and Recovery Act, 42 U.S.C. Section 6901, ef
seq., the Toxic Substance Control Act, 15 U.S.C. Section 2601, ef seq., the Clean Water Act, 33
U.S.C. Section 1251, et seq., and the Hazardous Materials Transportation Act, 49 U.S.C.
Section 5101, ef seq., and their state analogs.

(i) "Impositions” and "Impesition Deposits" are defined in Section 7(a).
)] "Improvements" means the buildings, structures, improvements, and alterations

now constructed or at any time in the future constructed or placed upon the Land, including any
future replacements and additions.
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(k}  "Indebtedness” means the principal of, interest on, and all other amounts due at
any time under, the Note, this Instrument or any other Loan Document, including prepayment
premiums, late charges, default interest, and advances as provided in Section 12 to protect the
security of this Instrument.

() [Intentionally omitted]

(m) "Key Principal" means the natural person(s) or entity identified as such at the
foot of this Instrument, and any person or entity who becomes a Key Principal after the date of
this Instrument and is identified as such in an amendment or supplement to this Instrument.

(n)  "Land" means the land described in Exhibit A.

{0) < "Leases" means all present and future leases, subleases, licenses, concessions or
grants or otherpessessory interests now or hereafter in force, whether oral or written, covering or
affecting the Moitzaged Property, or any portion of the Mortgaged Property (including
proprietary leases or sccupancy agreements if Borrower is a cooperative housing corporation),
and all modifications, extensions or renewals.

(p)  "Lender"-sieans the entity identified as "Lender" in the first paragraph of this
Instrument and its successors anu zssigns, or any subsequent holder of the Note.

"Loan Documents" means the Note, this Instrument, all guaranties, all indemnity
agreements, all Collateral Agreements, (V&M Programs, and any other documents now or in the
future executed by Borrower, Key Printipal; any guarantor or any other person in connection
with the loan evidenced by the Note, as such documents may be amended from time to time.

(r) "Loan Servicer" means the entiiy that from time to time is designated by Lender
to collect payments and deposits and receive novces under the Note, this Instrument and any
other Loan Document, and otherwise to service the lean evidenced by the Note for the benefit of
Lender. Unless Borrower receives notice to the coutrary, the Loan Servicer is the entity
identified as "Lender" in the first paragraph of this Instrumesi.

(s) "Mortgaged Property” means all of Borrower's présent and future right, title and
interest in and to all of the following:

(H the Land;

(2)  the Improvements;
(3)  the Fixtures;

(4y  the Personalty;

(5)  all current and future rights, including air rights, development rights,
zoning rights and other similar rights or interests, easements, tenements,
rights-of-way, strips and gores of land, streets, alleys, roads, sewer rights,
waters, watercourses, and appurtenances related to or benefitting the Land
or the Improvements, or both, and all rights-of-way, streets, alleys and
roads which may have been or may in the future be vacated;
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all proceeds paid or to be paid by any insurer of the Land, the
Improvements, the Fixtures, the Personalty or any other part of the
Mortgaged Property, whether or not Borrower obtained the insurance
pursuant to Lender’s requirement,

all awards, payments and other compensation made or to be made by any
municipal, state or federal authority with respect to the Land, the
Improvements, the Fixtures, the Personalty or any other part of the
Mortgaged Property, including any awards or settlements resulting from
condemnation proceedings or the total or partial taking of the Land, the
Improvements, the Fixtures, the Personalty or any other part of the
Mortgaged Property under the power of eminent domain or otherwise and
including any conveyance in lieu thereof}

all contracts, options and other agreements for the sale of the Land, the
Improvements, the Fixtures, the Personalty or any other part of the
Mortgaged Property entered into by Borrower now or in the future,
in¢inding cash or securities deposited to secure performance by parties of
their obligations;

all proceed=from the conversion, voluntary or involuntary, of any of the
above inio cach or liquidated claims, and the right to collect such
proceeds;

all Rents and Leases,

all earnings, royalties, accounts receivable, issues and profits from the
Land, the Improvements cr-any other part of the Mortgaged Property, and
all undisbursed proceeds of flic loan secured by this Instrument and, if
Borrower is a cooperative housing corporation, maintenance charges or
assessments payable by shareholders or residents;

all Imposition Deposits;

all refunds or rebates of Impositions by any municipal, state or federal
authority or insurance company (other than refiunds applicable to periods
before the real property tax year in which this Instrument is dated);

all tenant security deposits which have not been foricited by any tenant
under any Lease; and

all names under or by which any of the above Mortgaged Propeziy may be
operated or known, and all trademarks, trade names, and goodwill relating
to any of the Mortgaged Property.

) "Note" means the Multifamily Note described on page 1 of this Instrument,
including the Acknowledgment and Agreement of Key Principal to Personal Liability for
Exceptions to Non-Recourse Liability (if any), and all schedules, riders, allonges and addenda, as
such Multifamily Note may be amended from time to time.

(W)  "O&M Program" is defined in Section 18(a).
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(v)  "Personalty" means all furniture, furnishings, equipment, machinery, building
materials, appliances, goods, supplies, tools, books, records (whether in written or electronic
form), computer equipment (hardware and sofiware) and other tangible personal property (other
than Fixtures) which are used now or in the future in connection with the ownership,
management or operation of the Land or the Improvements or are located on the Land or in the
Improvements, and any operating agreements relating to the Land or the Improvements, and any
surveys, plans and specifications and contracts for architectural, engineering and construction
services relating to the Land or the Improvements and all other intangible property and rights
relating to the operation of, or used in connection with, the Land or the Improvements, including
all governmental permits relating to any activities on the Land.

(w)  "Property Jurisdiction" is defined in Section 30(a).

(x) 7 'Rents" means all rents (whether from residential or non-residential space),
revenues and other income of the Land or the Improvements, including parking fees, laundry and
vending machine ircome and fees and charges for food, health care and other services provided
at the Mortgaged Prorerty, whethet now due, past due, or to become due, and deposits forfeited
by tenants.

(y) "Taxes" 1icans all taxes, assessments, vault rentals and other charges, if any,
general, special or otherwis¢, ir<iuding all assessments for schools, public betterments and
general or local improvements, which.are levied, assessed or imposed by any public authority or
quasi-public authority, and whica, if not paid, will become a lien, on the Land or the
Improvements.

(z)  "Transfer" means (A) a salc, assignment, transfer or other disposition (whether
voluntary, involuntary or by operation of law); (B} the granting, creating or attachment of a lien,
encumbrance or security interest (whether voluntary, involuntary or by operation of law}; (C) the
issuance or other creafion of an ownership intercst'in a legal entity, including a partnership
interest, interest in a limited liability company or corporate stock; (D) the withdrawal, retirement,
removal or involuntary resignation of a partner in a partaership or a member or manager in a
limited liability company; or (E) the merger, dissolution, "quidation, or consolidation of a legal
entity. "Transfer" does not include (i) a conveyance of the Morigaged Property at a judicial or
non-judicial foreclosure sale under this Instrument or (ii) the Mortcaged Property becoming part
of a bankruptcy estate by operation of law under the United Staws Bankruptey Code. For
purposes of defining the term "Transfer," the term "partnerslup® shall mean a general
partnership, a limited partnership, a joint venture and a limited liability pectnership, and the term
“partner" shall mean a general partner, a limited partner and a joint venture:.

2. UNIFORM COMMERCIAL CODE SECURITY AGKFZMENT. This
Instrument is also a security agreement under the Uniform Commercial Code” for-any of the
Mortgaged Property which, under applicable law, may be subject to a security interes* under the
Uniform Commercial Code, whether acquired now or in the future, and all products and cash and
non-cash proceeds thereof (collectively, "UCC Collateral”), and Borrower hereby grants to
Lender a security interest in the UCC Collateral. Borrower shall execute and deliver to Lender,
upon Lender's request, financing statements, continuation statements and amendments, in such
form as Lender may require to perfect or continue the perfection of this security interest.
Borrower shall pay all filing costs and all costs and expenses of any record searches for financing
statements that Lender may require. Without the prior written consent of Lender, Borrower shall
not create or permit to exist any other lien or security interest in any of the UCC Collateral. If an
Event of Default has occurred and is continuing, Lender shall have the remedies of a secured
party under the Uniform Commercial Code, in addition to all remedies provided by this
Instrument or existing under applicable law. In exercising any remedies, Lender may exercise its
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remedies against the UCC Collateral separately or together, and in any order, without in any way
affecting the availability of Lender's other remedies. This Instrument constitutes a financing
statement with respect to any part of the Mortgaged Property which is or may become a Fixture.

3. ASSIGNMENT OF RENTS; APPOINTMENT OF RECEIVER; LENDER
IN POSSESSION,

(@  As part of the consideration for the Indebtedness, Borrower absolutely and
unconditionally assigns and transfers to Lender all Rents. It is the intention of Borrower to
establish a present, absolute and irrevocable transfer and assignment to Lender of all Rents and
to authorize and empower Lender to collect and receive all Rents without the necessity of further
action on the part of Borrower. Promptly upon request by Lender, Borrower agrees to execute
and deliver such further assignments as Lender may from time to time require. Borrower and
Lender intend *nis assignment of Rents to be immediately effective and to constitute an absolute
present assigninent and not an assignment for additional security only. For purposes of giving
effect to this absolinia assignment of Rents, and for no other purpose, Rents shall not be deemed
to be a part of the "Nisrtgaged Property," as that term is defined in Section 1(s). However, if this
present, absolute and ubcenditional assignment of Rents is not enforceable by its terms under the
laws of the Property Jurisciction, then the Rents shall be included as a part of the Mortgaged
Property and it is the intcution of the Borrower that in this circumstance this Instrument create
and perfect a lien on Rents in'faver of Lender, which lien shall be effective as of the date of this
Instrument.

(b)  After the occurrence Of ‘an Event of Default, Borrower authorizes Lender to
collect, sue for and compromise Rents and directs each tenant of the Mortgaged Property to pay
all Rents to, or as directed by, Lender. However, until the occurrence of an Event of Default,
Lender hereby grants to Borrower a revocable license to collect and receive all Rents, to hold all
Rents in trust for the benefit of Lender and to apriy all Rents to pay the installments of interest
and principal then due and payable under the Nowe7id the other amounts then due and payable
under the other Loan Documents, including Impositica Deposits, and to pay the current costs and
expenses of managing, operating and maintaining the iortgaged Property, including utilities,
Taxes and insurance premiums (to the extent not inchded in Imposition Deposits), tenant
improvements and other capital expenditures. So long as no Zveat of Default has occurred and
is continuing, the Rents remaining afler application pursuant 1o th= preceding sentence may be
retained by Borrower free and clear of, and released from, Lender's rights with respect to Rents
under this Instrument. From and after the occurrence of an Event of Refault, and without the
necessity of Lender entering upon and taking and maintaining control of the Mortgaged Property
directly, or by a receiver, Borrower license to collect Rents shall autorsatically terminate and
Lender shall without notice be entitled to all Rents as they become due anc_payable, including
Rents then due and unpaid. Borrower shall pay to Lender upon demand all-Rznts to which
Lender is entitled. At any time on or after the date of Lender demand for Rents, Dender may
give, and Borrower hereby irrevocably authorizes Lender to give, notice to all tenais of the
Mortgaged Property instructing them to pay all Rents to Lender, no tenant shall be otligated to
inquire further as to the occurrence or continuance of an Event of Default, and no tenant shall be
obligated to pay to Borrower any amounts which are actually paid to Lender in response to such
anotice. Any such notice by Lender shall be delivered to each tenant personally, by mail or by
delivering such demand to each rental unit. Borrower shall not interfere with and shall cooperate
with Lender's collection of such Rents.

(¢)  Borrower represents and warrants to Lender that Borrower has not executed any
prior assignment of Rents (other than an assignment of Rents securing indebtedness that will be
paid off and discharged with the proceeds of the loan evidenced by the Note), that Borrower has
not performed, and Borrower covenants and agrees that it will not perform, any acts and has not
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executed, and shall not execute, any instrument which would prevent Lender from exercising its
rights under this Section 3, and that at the time of execution of this Instrument there has been no
anticipation or prepayment of any Rents for more than two months prior to the due dates of such
Rents. Borrower shall not collect or accept payment of any Rents more than two months prior to
the due dates of such Rents.

(d)  If an Event of Default has occurred and is continuing, Lender may, regardless of
the adequacy of Lender's security or the solvency of Borrower and even in the absence of waste,
enter upon and take and maintain full control of the Mortgaged Property in order to perform all
acts that Lender in its discretion determines to be necessary or desirable for the operation and
maintenance of the Mortgaged Property, including the execution, cancellation or modification of
Leases, the collection of all Rents, the making of repairs to the Mortgaged Property and the
execution or termination of contracts providing for the management, operation or maintenance of
the Mortgaged Property, for the purposes of enforcing the assignment of Rents pursuant to
Section 3(a), riotecting the Mortgaged Property or the security of this Instrument, or for such
other purposes s Lander in its discretion may deem necessary or desirable. Alternatively, if an
Event of Default has-occurred and is continuing, regardless of the adequacy of Lender's security,
without regard to Borrorver solvency and without the necessity of giving prior notice (oral or
written) to Borrower, Lerder may apply to any court having jurisdiction for the appointment of a
receiver for the Mortgag=4 Property to take any or all of the actions set forth in the preceding
sentence. If Lender elects to(sezk-the appointment of a receiver for the Mortgaged Property at
any time after an Event of Default has occurred and is continuing, Borrower, by its execution of
this Instrument, expressly conseits ‘to the appointment of such receiver, including the
appointment of a receiver ex parte it pernitted by applicable law. Lender or the receiver, as the
case may be, shall be entitled to receive a rensonable fee for managing the Mortgaged Property.
Immediately upon appointment of a receive: or immediately upon the Lender's entering upon and
taking possession and control of the Mortgaged Property, Borrower shall surrender possession of
the Mortgaged Property to Lender or the receiver, 25 the case may be, and shall deliver to Lender
or the receiver, as the case may be, all documenis; records (including records on electronic or
magnetic media), accounts, surveys, plans, and specificaiions relating to the Mortgaged Property
and all security deposits and prepaid Rents. In the event Lender takes possession and control of
the Mortgaged Property, Lender may exclude Borrower-and its representatives from the
Mortgaged Property. Borrower acknowledges and agrees that the exercise by Lender of any of
the rights conferred under this Section 3 shall not be construeato-make Lender a mortgagee-in-
possession of the Mortgaged Property so long as Lender has hot itself entered into actual
possession of the Land and Improvements.

(e)  If Lender enters the Mortgaged Property, Lender shall be liaole ta account only to
Borrower and only for those Rents actually received. Lender shall not be [iable to Borrower,
anyone claiming under or through Borrower or anyone having an interest in/th¢ Mortgaged
Property, by reason of any act or omission of Lender under this Section 3, and Boriewer hereby
releases and discharges Lender from any such liability to the fullest extent permitted by taw.

H If the Rents are not sufficient to meet the costs of taking control of and managing
the Mortgaged Property and collecting the Rents, any funds expended by Lender for such
purposes shall become an additional part of the Indebtedness as provided in Section 12.

(g)  Any entering upon and taking of control of the Mortgaged Property by Lender or
the receiver, as the case may be, and any application of Rents as provided in this Instrument shall
not cure or waive any Event of Default or invalidate any other right or remedy of Lender under
applicable law or provided for in this Instrument.

FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 7
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4. ASSIGNMENT OF LEASES; LEASES AFFECTING THE MORTGAGED
PROPERTY.

(@  As part of the consideration for the Indebtedness, Borrower absolutely and
unconditionally assigns and transfers to Lender all of Borrower's right, title and interest in, to and
under the Leases, including Borrower's right, power and authority to modify the terms of any
such Lease, or extend or terminate any such Lease. It is the intention of Borrower to establish a
present, absolute and irrevocable transfer and assignment to Lender of all of Borrower’s right,
title and interest in, to and under the Leases. Borrower and Lender intend this assignment of the
Leases to be 1mmed1ately effective and to constitute an absolute present assignment and not an
assignment for additional security only. For purposes of giving effect to this absolute
assignment of the Leases, and for no other purpose, the Leases shatl not be deemed to be a part
of the “Mortgaged Property,” as that term is defined in Section 1(s). However, if this present,
absolute and wconditional assignment of the Leases is not enforceable by its terms under the
laws of the Property Jurisdiction, then the Leases shall be included as a part of the Mortgaged
Property and it is.the intention of the Borrower that in this circumstance this Instrument create
and perfect a lien-on/the Leases in favor of Lender, which lien shall be effective as of the date of
this Instrument.

(b)  Until Lend<i gives notice to Borrower of Lender's exercise of its rights under this
Section 4, Borrower shall have ‘all rights, power and authority granted to Borrower under any
Lease (except as otherwise limited by this Section or any other provision of this Instrument),
including the right, power and auttority to modify the terms of any Lease or extend or terminate
any Lease. Upon the occurrence of an Event of Default, the permission given to Borrower
pursuant to the preceding sentence to exzrcise all rights, power and authority under Leases shall
automatically terminate. Borrower shall coiiply with and observe Borrower's obligations under
all Leases, including Borrower's obligations reraining to the maintenance and disposition of
tenant security deposits.

(c)  Borrower acknowledges and agrees tustthe exercise by Lender, either directly or
by a receiver, of any of the rights conferred under this Seciion 4 shall not be construed to make
Lender a mortgagee-in-possession of the Mortgaged Proriiy so long as Lender has not itself
entered into actual possession of the Land and the Improvemeiits,, The acceptance by Lender of
the assignment of the Leases pursuant to Section 4(a) shall wot at any time or in any event
obligate Lender to take any action under this Instrument or to expetia any money or to incur any
expenses. Lender shall not be liable in any way for any injury or damage to person or property
sustained by any person or persons, firm or corporation in or about the-Mortgaged Property.
Prior to Lender's actual entry into and taking possession of the Mortgaged 2rorarty, Lender shall
not (i) be obligated to perform any of the terms, covenants and conditions cortaired in any Lease
(or otherwise have any obligation with respect to any Lease); (ii) be obligated tc<appear in or
defend any action or proceeding relating to the Lease or the Mortgaged Properiv;-or (iil) be
responsible for the operation, control, care, management or repair of the Mortgaged-P-uverty or
any portion of the Mortgaged Property. The execution of this [nstrument by Borrower shall
constitute conclusive evidence that all responsibility for the operation, control, care, management
and repair of the Mortgaged Property is and shall be that of Borrower, prior to such actual entry
and taking of possession.

(d)  Upon delivery of notice by Lender to Borrower of Lender's exercise of Lender's
rights under this Section 4 at any time after the occurrence of an Event of Default, and without
the necessity of Lender entering upon and taking and maintaining control of the Mortgaged
Property directly, by a receiver, or by any other manner or proceeding permitted by the laws of
the Property Jurisdiction, Lender immediately shall have all rights, powers and authority granted

FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 8
ILLINOIS




| UNOFFICIAL COPY

e -
.o

s




00221591

UNOFFICIAL COPY

to Borrower under any Lease, including the right, power and authority to modify the terms of any
such Lease, or extend or terminate any such Lease.

(¢)  Borrower shall, promptly upon Lender's request, deliver to Lender an executed
copy of each residential Lease then in effect. All Leases for residential dwelling units shall be on
forms approved by Lender, shall be for initial terms of at least six months and not more than two
years, and shall not include options to purchase. If customary in the applicable market, residential
Leases with terms of less than six months may be permitted with Lender's prior written consent.

§3) Borrower shall not lease any portion of the Mortgaged Property for non-
residential use except with the prior written consent of Lender and Lender's prior written
approval of the Lease agreement. Borrower shall not modify the terms of, or extend or
terminate, any. Lease for non-residential use (including any Lease in existence on the date of this
Instrument) vrihout the prior written consent of Lender. Borrower shall, without request by
Lender, delivei 2n executed copy of each non-residential Lease to Lender promptly after such
Lease is signed." !l non-residential Leases, including renewals or extensions of existing Leases,
shall specifically” provide that (1) such Leases are subordinate to the lien of this Instrument
(unless waived in writiz by Lender); (2) the tenant shall attorn to Lender and any purchaser at a
foreclosure sale, such attorament to be self-executing and effective upon acquisition of title to
the Mortgaged Property by any purchaser at a foreclosure sale or by Lender in any manner; (3)
the tenant agrees to execute sach further evidences of attornment as Lender or any purchaser at a
foreclosure sale may from timie tr-time request; (4) the Lease shall not be terminated by
foreclosure or any other transfer (f the Mortgaged Property; (5) after a foreclosure sale of the
Mortgaged Property, Lender or any cthér purchaser at such foreclosure sale may, at Lender's or
such purchaser's option, accept or terminate-such Lease; and (6) the tenant shall, upon receipt
after the occurrence of an Event of Defatit of a written request from Lender, pay all Rents
payable under the Lease to Lender.

(g)  Borrower shall not receive or acceptPent under any Lease (whether residential or
non-residential) for more than two months in advance:

5. PAYMENT OF INDEBTEDNESS; PZRFORMANCE UNDER LOAN
DOCUMENTS; PREPAYMENT PREMIUM. Borrower skall pay the Indebtedness when due
in accordance with the terms of the Note and the other Loan Documents and shall perform,
observe and comply with all other provisions of the Note and ¢pe other Loan Documents.
Borrower shall pay a prepayment premium in connection with ‘ceitain prepayments of the
Indebtedness, including a payment made after Lender's exercise of ary right of acceleration of
the Indebtedness, as provided in the Note.

6. EXCULPATION. Borrower personal liability for payment or fi¢ indebtedness
and for performance of the other obligations to be performed by it under this/jnstrument is
limited in the manner, and to the extent, provided in the Note.

7. DEPOSITS FOR TAXES, INSURANCE AND OTHER CHARGES.

(a)  Borrower shall deposit with Lender on the day monthly installments of principal
or interest, or both, are due under the Note (or on another day designated in writing by Lender),
until the Indebtedness is paid in full, an additional amount sufficient to accumulate with Lender
the entire sum required to pay, when due (1) any water and sewer charges which, if not paid,
may result in a lien on all or any part of the Mortgaged Property, (2) the premiums for fire and
other hazard insurance, rent loss insurance and such other insurance as Lender may require under
Section 19, (3) Taxes, and (4) amounts for other charges and expenses which Lender at any time
reasonably deems necessary to protect the Mortgaged Property, to prevent the imposition of liens
FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 9
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on the Mortgaged Property, or otherwise to protect Lender's interests, all as reasonably estimated
from time to time by Lender. The amounts deposited under the preceding sentence are
collectively referred to in this Instrument as the "Imposition Deposits”. The obligations of
Borrower for which the Imposition Deposits are required are collectively referred to in this
Instrument as "Impositions”. The amount of the Imposition Deposits shall be sufficient to
enable Lender to pay each Imposition before the last date upon which such payment may be
made without any penalty or interest charge being added. Lender shall maintain records
indicating how much of the monthly Imposition Deposits and how much of the aggregate
Imposition Deposits held by Lender are held for the purpose of paying Taxes, insurance
premiums and each other obligation of Borrower for which Imposition Deposits are required.
Any waiver by Lender of the requirement that Borrower remit Imposition Deposits to Lender
may be revoked by Lender, in Lender's discretion, at any time upon notice to Borrower.

(b) < mposition Deposits shall be held in an institution (which may be Lender, if
Lender is such-ar.institution) whose deposits or accounts are insured or guaranteed by a federal
agency. Lender shall not be obligated to open additional accounts or deposit Imposition
Deposits in additiorel- institutions when the amount of the Imposition Deposits exceeds the
maximum amount ¢f the federal deposit insurance or guaranty. Lender shall apply the
Imposition Deposits to zav Impositions so long as no Event of Default has occurred and is
continuing. Unless applicable law requires, Lender shall not be required to pay Borrower any
interest, earnings or profits ot the Imposition Deposits. Borrower hereby pledges and grants to
Lender a security interest in the/impasition Deposits as additional security for all of Borrower's
obligations under this Instrument and the other Loan Documents. Any amounts deposited with
Lender under this Section 7 shall nst 'be trust funds, nor shall they operate to reduce the
Indebtedness, unless applied by Lender for “hat purpose under Section 7(e).

(¢)  If Lender receives a bill or irvoice for an Imposition, Lender shall pay the
Imposition from the Imposition Deposits held by-Lsnder. Lender shall have no obligation to pay
any Imposition to the extent it exceeds Imposition-1>eposits then held by Lender. Lender may
pay an Imposition according to any bill, statement or-csiimate from the appropriate public office
or insurance company without inquiring into the accuracy of the bill, statement or estimate or
into the validity of the Imposition.

(d)  Ifat any time the amount of the Imposition Depssits held by Lender for payment
of a specific Imposition exceeds the amount reasonably deemed ntcessary by Lender, the excess
shall be credited against future installments of Imposition Deposits. 1f «t.any time the amount of
the Imposition Deposits held by Lender for payment of a specific Iniposition is less than the
amount reasonably estimated by Lender to be necessary, Borrower shed p2y to Lender the
amount of the deficiency within 15 days after notice from Lender.

(e)  If an Event of Default has occurred and is continuing, Lender may-apply any
Imposition Deposits, in any amounts and in any order as Lender determines, ir<l.ender's
discretion, to pay any Impositions or as a credit against the Indebtedness. Upon payment in full
of the Indebtedness, Lender shall refund to Borrower any Imposition Deposits held by Lender.

8. COLLATERAL AGREEMENTS. Borrower shall deposit with Lender such
amounts as may be required by any Collateral Agreement and shall perform all other obligations
of Borrower under each Collateral Agreement.

9. APPLICATION OF PAYMENTS. If at any time Lender receives, from
Borrower or otherwise, any amount applicable to the Indebtedness which is less than all amounts
due and payable at such time, then Lender may apply that payment to amounts then due and
payable in any manner and in any order determined by Lender, in Lender's discretion. Neither

FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 10
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Lender's acceptance of an amount which is less than all amounts then due and payable nor
Lender's application of such payment in the manner authorized shall constitute or be deemed to
constitute either a waiver of the unpaid amounts or an accord and satisfaction. Notwithstanding
the application of any such amount to the Indebtedness, Borrower’s obligations under this
Instrument and the Note shall remain unchanged.

10. COMPLIANCE WITH LAWS. Borrower shall comply with all laws,
ordinances, regulations and requirements of any Governmental Authority and all recorded lawful
covenants and agreements relating to or affecting the Mortgaged Property, including all laws,
ordinances, regulations, requirements and covenants pertaining to health and safety, construction
of improvements on the Mortgaged Property, fair housing, zoning and land use, and Leases.
Borrower also shall comply with all applicable laws that pertain to the maintenance and
disposition of tenant security deposits. Borrower shall at all times maintain records sufficient to
demonstraté cumpliance with the provisions of this Section 10. Borrower shall take appropriate
measures to pievent, and shall not engage in or knowingly permit, any illegal activities at the
Mortgaged Property that could endanger tenants or visitors, result in damage to the Mortgaged
Property, result i1 forfeiture of the Mortgaged Property, or otherwise materially impair the lien
created by this Instrumiext or Lender's interest in the Mortgaged Property. Borrower represents
and warrants to Lender thiat no portion of the Mortgaged Property has been or will be purchased
with the proceeds of any-ilicgal activity.

11. USE OF PROPZRTY, Unless required by applicable law, Borrower shall not
(a) except for any change in use approved by Lender, allow changes in the use for which all or
any part of the Mortgaged Property is being used at the time this Instrument was executed, (b)
convert any individual dwelling units o’ sommon areas to commercial use, (c) initiate or
acquiesce in a change in the zoning classification of the Mortgaged Property, or (d) establish any
condominium or cooperative regime with respect 1o the Mortgaged Property.

12.  PROTECTION OF LENDER'S SLCURITY.

(@)  If Borrower fails to perform any of its Obugations under this Instrument or any
other Loan Document, or if any action or proceeding is comimenced which purports to affect the
Mortgaged Property, Lender's security or Lender's rights ‘under this Instrument, including
eminent domain, insolvency, code enforcement, civil or crimiual forfeiture, enforcement of
Hazardous Materials Laws, fraudulent conveyance or reorganizations.or proceedings involving a
bankrupt or decedent, then Lender at Lender's option may make such ~npearances, disburse such
sums and take such actions as Lender reasonably deems necessary to perfeim such obligations of
Borrower and to protect Lender's interest, including (1) payment of fies and out-of-pocket
expenses of attorneys, accountants, inspectors and consultants, (2) entry vpor the Mortgaged
Property to make repairs or secure the Mortgaged Property, (3) procurement ot <he insurance
required by Section 19, and (4) payment of amounts which Borrower has failed ts, pay under
Sections 15 and 17.

(b)  Any amounts disbursed by Lender under this Section 12, or under any other
provision of this Instrument that treats such disbursement as being made under this Section 12,
shall be added to, and become part of, the principal component of the Indebtedness, shall be
immediately due and payable and shall bear interest from the date of disbursement until paid at
the "Default Rate", as defined in the Note.

~ (¢)  Nothing in this Section 12 shall require Lender to incur any expense or take any
action.

FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 11
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13. INSPECTION. Lender, its agents, representatives, and designees may make or
cause to be made entries upon and inspections of the Mortgaged Property (including
environmental inspections and tests) during normal business hours, or at any other reasonable
time.

14,  BOOKS AND RECORDS; FINANCIAL REPORTING.

(a)  Borrower shall keep and maintain at all times at the Mortgaged Property or the
management agent's offices, and upon Lender's request shall make available at the Mortgaged
Property, complete and accurate books of account and records (including copies of supporting
bills and invoices) adequate to reflect correctly the operation of the Mortgaged Property, and
copies of all written contracts, Leases, and other instruments which affect the Mortgaged
Property. The books, records, contracts, Leases and other instruments shall be subject to
examinatiox ard inspection at any reasonable time by Lender.

(b)  Eoirzwer shall furnish to Lender all of the following:

(1) “-within 120 days after the end of each fiscal year of Borrower, a statement
of ircome and expenses for Borrower's operation of the Mortgaged
Property for that fiscal year, a statement of changes in financial position of
Borrower relating to the Mortgaged Property for that fiscal year and, when
requested by Lender, a balance sheet showing all assets and liabilities of
Borrower relating to the Mortgaged Property as of the end of that fiscal
year,

(2)  within 120 days after ihe end of each fiscal year of Borrower, and at any
other time upon Lendels request, a rent schedule for the Mortgaged
Property showing the name-of each tenant, and for each tenant, the space
occupied, the lease expiratics Zate, the rent payable for the current month,
the date through which rent ius‘been paid, and any related information
requested by Lender;

(3)  within 120 days after the end of each fisca’ vear of Borrower, and at any
other time upon Lender's request, an accounting of all security deposits
held pursuant to all Leases, including the name of the institution (if any)
and the names and identification numbers of tlie 4ccounts (if any) in which
such security deposits are held and the name oi the person to contact at
such financial institution, along with any authority o1 release necessary for
Lender to access information regarding such accounts;

(4)  within 120 days after the end of each fiscal year of Borrowér; and at any
other time upon Lender's request, a statement that identifies ail Gwners of
any interest in Borrower and the interest held by each, if Borrower is a
corporation, all officers and directors of Borrower, and if Borrower is a
limited liability company, all managers who are not members;

(5)  upon Lender's request, a monthly property management report for the
Mortgaged Property, showing the number of inquiries made and rental
applications received from tenants or prospective tenants and deposits
received from tenants and any other information requested by Lender;

FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 12
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(6) upon Lender's request, a balance sheet, a statement of income and
expenses for Borrower and a statement of changes in financial position of
Borrower for Borrower's most recent fiscal year; and

(7)  if required by Lender, a statement of income and expense for the Mortgaged
Property for the prior month or quarter.

(¢)  Each of the statements, schedules and reports required by Section 14(b) shall be
certified to be complete and accurate by an individual having authority to bind Borrower, and
shall be in such form and contain such detail as Lender may reasonably require. Lender also
may require that any statements, schedules or reports be audited at Borrower's expense by
independent certified public accountants acceptable to Lender.

(d) 7 .f Borrower fails to provide in a timely manner the statements, schedules and
reports requirzd by Section 14(b), Lender shall have the right to have Borrower's books and
records audited, 2. Borrower’s expense, by independent certified public accountants selected by
Lender in order to-chtain such statements, schedules and reports, and all related costs and
expenses of Lender sha!l become immediately due and payable and shall become an additional
part of the Indebtedness s provided in Section 12.

(¢)  If an Event of D:fault has occurred and is continuing, Borrower shall deliver to
Lender upon written demand il beaks and records relating to the Mortgaged Property or its
operation.

H Borrower authorizes Lender to obtain a credit report on Borrower at any time.

(g) If an Event of Default has occuired and Lender has not previously required
Borrower to furnish a quarterly statement of inceme and expense for the Mortgaged Property,
Lender may require Borrower to furnish such a state:ocnt within 45 days after the end of each fiscal
quarter of Borrower following such Event of Default.

15. TAXES; OPERATING EXPENSES.

{a) Subject to the provisions of Section 15(c) and Scetion 15(d), Borrower shall pay,
or cause to be paid, all Taxes when due and before the addition ¢f apy interest, fine, penalty or
cost for nonpayment.

(b)  Subject to the provisions of Section 15(c), Borrower shali pay. the expenses of
operating, managing, maintaining and repairing the Mortgaged Property (inclading insurance
premiums, utilities, repairs and replacements) before the last date upon which ea<h such payment
may be made without any penalty or interest charge being added.

(¢)  As long as no Event of Default exists and Borrower has timely deiivered to
Lender any bills or premium notices that it has received, Borrower shall not be obligated to pay
Taxes, insurance premiums or any other individual Imposition to the extent that sufficient
Imposition Deposits are held by Lender for the purpose of paying that specific Imposition. If an
Event of Default exists, Lender may exercise any rights Lender may have with respect to
Imposition Deposits without regard to whether Impositions are then due and payable. Lender
shall have no hability to Borrower for failing to pay any Impositions to the extent that any Event
of Default has occurred and is continuing, insufficient Imposition Deposits are held by Lender at
the time an Imposition becomes due and payable or Borrower has fatled to provide Lender with
bills and premium notices as provided above.

FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 13
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(d)  Borrower, at its own expense, may contest by appropriate legal proceedings,
conducted diligently and in good faith, the amount or validity of any Imposition other than
insurance premiums, if (1) Borrower notifies Lender of the commencement or expected
commencement of such proceedings, (2) the Mortgaged Property is not in danger of being sold
or forfeited, (3) Borrower deposits with Lender reserves sufficient to pay the contested
Imposition, if requested by Lender, and (4) Borrower furnishes whatever additional security is
required in the proceedings or is reasonably requested by Lender, which may include the
delivery to Lender of the reserves established by Borrower to pay the contested Imposition.

(¢)  Borrower shall promptly deliver to Lender a copy of all notices of, and invoices
for, Impositions, and if Borrower pays any Imposition directly, Borrower shall promptly furnish
to Lender receipts evidencing such payments.

16. ~ LLIENS; ENCUMBRANCES. Borrower acknowledges that, to the extent
provided in Section 21, the grant, creation or existence of any mortgage, deed of trust, deed to
secure debt, securicy interest or other lien or encumbrance (a "Lien") on the Mortgaged Property
(other than the lizih 4f this Instrument) or on certain ownership interests in Borrower, whether
voluntary, involuntary. urhv operation of law, and whether or not such Lien has priority over the
lien of this Instrument, 154 "Transfer” which constitutes an Event of Default.

17.  PRESERVAT(ON; MANAGEMENT AND MAINTENANCE OF
MORTGAGED PROPERTY.

(a)  Borrower (1) shall not coinmit waste or permit impairment or deterioration of the
Mortgaged Property, (2) shall not abandor. the Mortgaged Property, (3) shall restore or repair
promptly, in a good and workmanlike maru er, any damaged part of the Mortgaged Property to
the equivalent of its original condition, or such) other condition as Lender may approve in
writing, whether or not insurance proceeds or copdemnation awards are available to cover any
costs of such restoration or repair, (4) shall kezp-the Mortgaged Property in good repair,
including the replacement of Personalty and Fixtures-with items of equal or better function and
quality, (5) shall provide for professional managemeni. of the Mortgaged Property by a
residential rental property manager satisfactory to Lender ‘uider a contract approved by Lender
in writing, and (6) shall give notice to Lender of and, unless otherwise directed in writing by
Lender, shall appear in and defend any action or proceeding puarporting to affect the Mortgaged
Property, Lender's security or Lender's rights under this Instrumeiil.. Borrower shall not (and
shall not permit any tenant or other person to) remove, demolish or aite+ the Mortgaged Property
or any part of the Mortgaged Property except in connection with the reslacement of tangible
Personalty.

(b)  If, in connection with the making of the loan evidenced by the Not¢ =t at any later
date, Lender waives in writing the requirement of Section 17(a)(5) above that Borrower-enter into a
written contract for management of the Mortgaged Property and if, after the date of this J:strument,
Borrower intends to change the management of the Mortgaged Property, Lender shall have the right
to approve such new property manager and the written contract for the management of the
Mortgaged Property and require that Borrower and such new property manager enter into an
Assignment of Management Agreement on a form approved by Lender. If required by Lender
(whether before or after an Event of Default), Borrower will cause any Affiliate of Borrower to
whom fees are payable for the management of the Mortgaged Property to enter into an agreement
with Lender, in a form approved by Lender, providing for subordination of those fees and such
other provisions as Lender may requirc. "Affiliate of Borrower" means any corporation,
partnership, joint venture, limited liability company, limited liability partnership, trust or individual
controlled by, under common control with, or which controls Borrower (the term "control" for these
purposes shall mean the ability, whether by the ownership of shares or other equity interests, by
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contract or otherwise, to elect a majority of the directors of a corporation, to make management
decisions on behalf of, or independently to select the managing partner of, a partnership, or
otherwise to have the power independently to remove and then select a majority of those individuals
exercising managerial authority over an entity, and control shall be conclusively presumed in the
case of the ownership of 50% or more of the equity interests).

18. ENVIRONMENTAL HAZARDS.

(a)  Except for matters covered by a written program of operations and maintenance
approved in writing by Lender (an "O&M Program") or matters described in Section 18(b),
Borrower shall not cause or permit any of the following:

(1)  the presence, use, generation, release, treatment, processing, storage
(including storage in above ground and underground storage tanks),
handling, or disposal of any Hazardous Materials on or under the
Mortgaged Property or any other property of Borrower that is adjacent to
the Mortgaged Property;

(2)  the fransportation of any Hazardous Materials to, from, or across the
Metiigaged Property;

(3)  any occwrenee or condition on the Mortgaged Property or any other
property of Jonower that is adjacent to the Mortgaged Property, which
occurrence or condition is or may be in violation of Hazardous Materials
Laws; or

(4)  any violation of or noncompliance with the terms of any Environmental
Permit with respect to thc Mortgaged Property or any property of
Borrower that is adjacent to tiix' Mortgaged Property.

The matters described in clauses (1) through (4) above are referred to collectively in this
Section 18 as "Prohibited Activities or Conditions".

(b)  Prohibited Activities and Conditions shall not inchide the safe and lawful use and
storage of quantities of (1) pre-packaged supplies, cleaning matario’s and petroleum products
customarily used in the operation and maintenance of comparable piultifamily properties, (2)
cleaning materials, personal grooming items and other items sold in pre-packaged containers for
consumer use and used by tenants and occupants of residential dwelling units-in the Mortgaged
Property; and (3) petroleum products used in the operation and maintenanc’ of motor vehicles
from time to time located on the Mortgaged Property parking areas, so long as all of the
foregoing are used, stored, handled, transported and disposed of in compliance withHazardous
Materials Laws.

(c)  Borrower shall take all commercially reasonable actions (including the inclusion
of appropriate provisions in any Leases executed after the date of this Instrument) to prevent its
employees, agents, and contractors, and all tenants and other occupants from causing or
permitting any Prohibited Activities or Conditions. Borrower shall not lease or allow the
sublease or use of all or any portion of the Mortgaged Property to any tenant or subtenant for
nonresidential use by any user that, in the ordinary course of its business, would cause or permit
any Prohibited Activity or Condition.

(d)  If an O&M Program has been established with respect to Hazardous Materials,
Borrower shall comply in a timely manner with, and cause all employees, agents, and contractors
FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 15
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of Borrower and any other persons present on the Mortgaged Property to comply with the O&M
Program. All costs of performance of Borrower's obligations under any O&M Program shall be
paid by Borrower, and Lender's out-of-pocket costs incurred in connection with the monitoring
and review of the O&M Program and Borrower's performance shall be paid by Borrower upon
demand by Lender. Any such out-of-pocket costs of Lender which Borrower fails to pay
promptly shall become an additional part of the Indebtedness as provided in Section 12.

(¢)  Borrower represents and warrants to Lender that, except as previously disclosed
by Borrower to Lender in writing:

(1)  Borrower has not at any time engaged in, caused or permitted any
Prohibited Activities or Conditions;

2)  to the best of Borrower's knowledge after reasonable and diligent inquiry,
no Prohibited Activities or Conditions exist or have existed;

(37 cxcept to the extent previously disclosed by Borrower to Lender in
writing, the Mortgaged Property does not now contain any underground
steraze tanks, and, to the best of Borrower knowledge after reasonable and
diligent _inquiry, the Mortgaged Property has not contained any
undergiora-storage tanks in the past. If there is an underground storage
tank locaied on the Property which has been previously disclosed by
Borrower to Lender in writing, that tank complies with all requirements of
Hazardous Matcrisls Laws;

(4)  Borrower has complica with all Hazardous Materials Laws, including all
requirements for notification regarding releases of Hazardous Materials.
Without limiting the gencraliiy of the foregoing, Borrower has obtained all
Environmental Permits required for the operation of the Mortgaged
Property in accordance with Hazaidous Materials Laws now in effect and
all such Environmental Permits ar< ia full force and effect;

(5) no event has occurred with respect io the Mortgaged Property that
constitutes, or with the passing of time o1 the giving of notice would
constitute, noncomphance with the terms of any Environmental Permit;

(6) there are no actions, suits, claims or proceedings perding or, to the best of
Borrower’s knowledge after reasonable and diligeut inquiry, threatened
that involve the Mortgaged Property and allege, arise out of, or relate to
any Prohibited Activity or Condition; and

(7)  Borrower has not received any complaint, order, notice of viclation or
other communication from any Governmental Authority with regard to air
emissions, water discharges, noise emissions or Hazardous Materials, or
any other environmental, health or safety matters affecting the Mortgaged
Property or any other property of Borrower that is adjacent to the
Mortgaged Property.

The representations and warranties in this Section 18 shall be continuing representations and
warranties that shall be deemed to be made by Borrower throughout the term of the loan
evidenced by the Note, until the Indebtedness has been paid in full.

FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 16
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(f) Borrower shall promptly notify Lender in writing upon the occurrence of any of
the following events:

(1)  Borrower's discovery of any Prohibited Activity or Condition;

(2)  Borrower’s receipt of or knowledge of any complaint, order, notice of
violation or other communication from any Governmental Authority or
other person with regard to present or future alleged Prohibited Activities
or Conditions or any other environmental, health or safety matters
affecting the Mortgaged Property or any other property of Borrower that is
adjacent to the Mortgaged Property; and

(3)  any representation or warranty in this Section 18 becomes untrue after the
date of this Agreement,

Any such notice given by Borrower shall not relieve Borrower of, or result in a waiver of,
any obligation ungar.this Instrument, the Note, or any other Loan Document.

(g)  Borrower snall pay promptly the costs of any environmental inspections, tests or
audits ("Environmental Iuspections") required by Lender in connection with any foreclosure or
deed in lieu of foreclosure, o7 as a condition of Lender’s consent to any Transfer under
Section 21, or required by Lender. following a reasonable determination by Lender that
Prohibited Activities or Conditions may exist. Any such costs incurred by Lender (including the
fees and out-of-pocket costs of atiorneys and technical consultants whether incurred in
connection with any judicial or administ:at've process or otherwise) which Borrower fails to pay
promptly shall become an additional part-i the Indebtedness as provided in Section 12. The
results of all Environmental Inspections made by Lender shall at all times remain the property of
Lender and Lender shall have no obligation to disclase or otherwise make available to Borrower
or any other party such results or any other infonnation obtained by Lender in connection with
its Environmental Inspections. Lender hereby reserves tis right, and Borrower hereby expressly
authorizes Lender, to make available to any party, ipciuding any prospective bidder at a
foreclosure sale of the Mortgaged Property, the results of 2y Environmental Inspections made
by Lender with respect to the Mortgaged Property. Borrower consents to Lender notifying any
party (either as part of a notice of sale or otherwise) of ‘thz results of any of Lender's
Environmental Inspections. Borrower acknowledges that Lendel cannot control or otherwise
assure the truthfulness or accuracy of the results of any of its Envirorimantal Inspections and that
the release of such results to prospective bidders at a foreclosure sale o the Mortgaged Property
may have a material and adverse effect upon the amount which a party-inav-hid at such sale.
Borrower agrees that Lender shall have no liability whatsoever as a result of delivering the
results of any of its Environmental Inspections to any third party, and Borrower heseby releases
and forever discharges Lender from any and all claims, damages, or causes of actic; arising out
of, connected with or incidental to the results of, the delivery of any of Lender's Envizonmental
Inspections.

(h)  If any investigation, site monitoring, containment, clean-up, restoration or other
remedial work ("Remedial Work") is necessary to comply with any Hazardous Materials Law
or order of any Governmental Authority that has or acquires jurisdiction over the Mortgaged
Property or the use, operation or improvement of the Mortgaged Property under any Hazardous
Materials Law, Borrower shall, by the earlier of (1) the applicable deadline required by
Hazardous Materials Law or (2) 30 days after notice from Lender demanding such action, begin
performing the Remedial Work, and thereafter diligently prosecute it to completion, and shall in
any event complete the work by the time required by applicable Hazardous Materials Law. If
Borrower fails to begin on a timely basis or diligently prosecute any required Remedial Work,
FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 17
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Lender may, at its option, cause the Remedial Work to be completed, in which case Borrower
shall reimburse Lender on demand for the cost of doing so. Any reimbursement due from
Borrower to Lender shall become part of the Indebtedness as provided in Section 12.

(i} Borrower shall cooperate with any inquiry by any Governmental Authority and
shall comply with any governmental or judicial order which arises from any alleged Prohibited
Activity or Condition.

Borrower shall indemnify, hold harmless and defend (i) Lender, (ii) any prior
owner or holder of the Note, (iii) the Loan Servicer, (iv) any prior Loan Servicer, (v) the officers,
directors, shareholders, partners, employees and trustees of any of the foregoing, and (vi) the
heirs, legal representatives, successors and assigns of each of the foregoing (collectively, the
"Indemniters") from and against all proceedings, claims, damages, penalties and costs (whether
initiated of scught by Governmental Authorities or private parties), including fees and out-of-
pocket expenses-of attorneys and expert witnesses, investigatory fees, and remediation costs,
whether incurred1=: connection with any judicial or administrative process or otherwise, arising
directly or indirecily from any of the following:

(1)  ary breach of any representation or warranty of Borrower in this
Sccaon 18;

(2)  any failure by Borrower to perform any of its obligations under this
Section 18;

(3)  the existence or ailezed existence of any Prohibited Activity or Condition;

(4)  the presence or alleged presence of Hazardous Materials on or under the
Mortgaged Property or any-property of Borrower that is adjacent to the
Mortgaged Property; and

(5)  the actual or alleged violation of ary, Hazardous Materials Law.

(k)  Counsel selected by Borrower to defend Indenwnitees shall be subject to the
approval of those Indemnitees. However, any Indemnitee may ¢'ect to defend any claim or legal
or administrative proceeding at the Borrower’s expense.

) Borrower shall not, without the prior written consent of those Indemnitees who
are named as parties to a claim or legal or administrative proceeding (a "Claim"), settle or
compromise the Claim if the settlement (1) results in the entry of any judgment that does not
include as an unconditional term the delivery by the claimant or plaintiff to Lea¢st of a written
release of those Indemnitees, satisfactory in form and substance to Lender; or (2).iray materiaily
and adversely affect Lender, as determined by Lender in its discretion.

(m) Lender agrees that the indemnity under this Section 18 shall be limited to the
assets of Borrower and Lender shall not seck to recover any deficiency from any natural persons
who are general partners of Borrower.

(n)  Borrower shall, at its own cost and expense, do all of the following:

(1)  pay or satisfy any judgment or decree that may be entered against any
Indemnitee or Indemnitees in any legal or administrative proceeding
incident to any matters against which Indemnitees are entitled to be
indemnified under this Section 18;
FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 18
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(2)  reimburse Indemnitees for any expenses paid or incurred in connection
with any matters against which Indemnitees are entitled to be indemnified
under this Section 18; and

(3)  reimburse Indemnitees for any and all expenses, including fees and out-of-
pocket expenses of attorneys and expert witnesses, paid or incurred in
connection with the enforcement by Indemnitees of their rights under this
Section 18, or in monitoring and participating in any legal or
administrative proceeding.

(0) In any circumstances in which the indemnity under this Section 18 applies,
Lender may employ its own legal counsel and consultants to prosecute, defend or negotiate any
claim or legal or administrative proceeding and Lender, with the prior written consent of
Borrower {which shall not be unreasonably withheld, delayed or conditioned), may settle or
compromise ziv-action or legal or administrative proceeding. Borrower shall reimburse Lender
upon demand for 211 costs and expenses incurred by Lender, including all costs of settlements
entered into in good-faith, and the fees and out-of-pocket expenses of such attorneys and
consultants.

The provisions of this Section 18 shall be in addition to any and all other
obligations and liabilities that 3orrower may have under applicable law or under other Loan
Documents, and each Indemnitee shall be entitled to indemnification under this Section 18
without regard to whether Lend>r cr that Indemnitee has exercised any rights against the
Mortgaged Property or any other secarity, pursued any rights against any guarantor, or pursued
any other rights available under the Loin Documents or applicable law. If Borrower consists of
more than one person or entity, the oblipaiion of those persons or entities to indemnify the
Indemnitees under this Section 18 shall be oifit and several. The obligation of Borrower to
indemnify the Indemnitees under this Section 18 shall survive any repayment or discharge of the
Indebtedness, any foreclosure proceeding, any foreclosure sale, any delivery of any deed in lieu
of foreclosure, and any release of record of the lien of tis Instrument.

19. PROPERTY AND LIABILITY INSUKRANCE.

(@)  Borrower shall keep the Improvements insured at #il times against such hazards as
Lender may from time to time require, which insurance shall(irclude but not be limited to
coverage against loss by fire and allied perils, general botler aid machinery coverage, and
business income coverage. Lender’s insurance requirements may change from time to time
throughout the term of the Indebtedness. If Lender so requires, such inswrance shall also include
sinkhole insurance, mine subsidence insurance, earthquake insurance, and, i the Mortgaged
Property does not conform to applicable zoning or land use laws, building erdinance or law
coverage. If any of the Improvements is located in an area identified by the Fede: al Emergency
Management Agency (or any successor to that agency) as an area having special 99nd hazards,
and if flood insurance is available in that area, Borrower shall insure such Improvements against
loss by flood.

(b)  All premiums on insurance policies required under Section 19(a) shall be paid in
the manner provided in Section 7, unless Lender has designated in writing another method of
payment. All such policies shall also be in a form approved by Lender. All policies of property
damage insurance shall include a non-contributing, non-reporting mortgage clause in favor of,
and in a form approved by, Lender. Lender shall have the right to hold the original policies or
duplicate original policies of all insurance required by Section 19(a). Borrower shall promptly
deliver to Lender a copy of all renewal and other notices received by Borrower with respect to
the policies and all receipts for paid premiums. At least 30 days prior to the expiration date of a
FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 19
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policy, Borrower shall deliver to Lender the original (or a duplicate original) of a renewal policy
in form satisfactory to Lender.

(c)  Borrower shall maintain at all times commercial general liability insurance,
workers’ compensation insurance and such other liability, errors and omissions and fidelity
insurance coverages as Lender may from time to time require.

(d)  All insurance policies and renewals of insurance policies required by this
Section 19 shall be in such amounts and for such periods as Lender may from time to time
require, and shall be issued by insurance companies satisfactory to Lender.

(¢)  Borrower shall comply with all insurance requirements and shall not permit any
condition to_2xist on the Mortgaged Property that would invalidate any part of any insurance
coverage that this Instrument requires Borrower to maintain.

In1hz event of loss, Borrower shall give immediate written notice to the insurance
carrier and to Lender Borrower hereby authorizes and appoints Lender as attorney-in-fact for
Borrower to make proofof loss, to adjust and compromise any claims under policies of property
damage insurance, to apprar in and prosecute any action arising from such property damage
insurance policies, to celiect and receive the proceeds of property damage insurance, and to
deduct from such proceeds Lend=i’s expenses incurred in the collection of such proceeds. This
power of attorney is coupled with.an interest and therefore is irrevocable. However, nothing
contained in this Section 19 shall r>quire Lender to incur any expense or take any action. Lender
may, at Lender’s option, (1) hold the da‘ance of such proceeds to be used to reimburse Borrower
for the cost of restoring and repairing ‘he Mortgaged Property to the equivalent of its original
condition or to a condition approved by L wer (the "Restoration”), or (2) apply the balance of
such proceeds to the payment of the Indebtedréss, whether or not then due. To the extent Lender
determines to apply insurance proceeds to Rectozation, Lender shall do so in accordance with
Lender's then-current policies relating to the-iestoration of casualty damage on similar
multifamily properties.

Lender shall not exercise its option to apply-iusurance proceeds to the payment of
the Indebtedness if all of the following conditions are met: {1y n¢ Event of Default (or any event
which, with the giving of notice or the passage of time, or beth, would constitute an Event of
Default) has occurred and is continuing; (2) Lender determines, (1:.ifs discretion, that there will
be sufficient funds to complete the Restoration; (3) Lender determiiies. in its discretion, that the
rental income from the Mortgaged Property after completion of the Restoration will be sufficient
to meet all operating costs and other expenses, Imposition Deposits, deposits to reserves and loan
repayment obligations relating to the Mortgaged Property; (4) Lender determines, in its
discretion, that the Restoration will be completed before the carlier of (A) one’ vear before the
maturity date of the Note or (B) one year after the date of the loss or casualty; 2nd (5) upon
Lender's request, Borrower provides Lender evidence of the availability during ‘apd after the
Restoration of the insurance required to be maintained by Borrower pursuant to this Section 19.

(h)  If the Mortgaged Property is sold at a foreclosure sale or Lender acquires title to
the Mortgaged Property, Lender shall automatically succeed to all rights of Borrower in and to
any insurance policies and unearned insurance premiums and in and to the proceeds resulting
from any damage to the Mortgaged Property prior to such sale or acquisition.

20. CONDEMNATION.

(a)  Borrower shall promptly notify Lender of any action or proceeding relating to any
condemnation or other taking, or conveyance in lieu thereof, of all or any part of the Mortgaged
FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 20
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Property, whether direct or indirect (a "Condemnation”). Borrower shall appear in and
prosecute or defend any action or proceeding relating to any Condemnation unless otherwise
directed by Lender in writing. Borrower authorizes and appoints Lender as attorney-in-fact for
Borrower to commence, appear in and prosecute, in Lender’s or Borrower’s name, any action or
proceeding relating to any Condemnation and to settle or compromise any claim in connection
with any Condemnation. This power of attorney is coupled with an inferest and therefore is
irrevocable. However, nothing contained in this Section 20 shall require Lender to incur any
expense or take any action. Borrower hereby transfers and assigns to Lender all right, title and
interest of Borrower in and to any award or payment with respect to (i) any Condemnation, or
any conveyance in lieu of Condemnation, and (i1) any damage to the Mortgaged Property caused
by governmental action that does not result in a Condemnation.

(b) . Lender may apply such awards or proceeds, after the deduction of Lenders
expenses incurred in the collection of such amounts, at Lender’s option, to the restoration or
repair of the Muitgaged Property or to the payment of the Indebtedness, with the balance, if any,
to Borrower. Unless Lender otherwise agrees in writing, any application of any awards or
proceeds to the indehtedness shall not extend or postpone the due date of any monthly
installments referred to-in the Note, Section 7 of this Instrument or any Collateral Agreement, or
change the amount of sucn installments. Borrower agrees to execute such further evidence of
assignment of any awards i proceeds as Lender may require.

21.  TRANSFERS OF THE MORTGAGED PROPERTY OR INTERESTS IN
BORROWER.

(@)  The occurrence of any of ‘ne following events shall constitute an Event of Default
under this Instrument:

(1) a Transfer of all or any part-of the Mortgaged Property or any interest in
the Mortgaged Property;

(2)  a Transfer of a Controlling Interest ip !orrower;

(3)  a Transfer of a Controlling Interest in 20y intity which owns, directly or
indirectly through one or more intermediatc esitities, a Controlling Interest in
Borrower;

(4)  a Transfer of all or any part of Key Principal's cwnership interests (other
than limited partnership interests) in Borrower, or in‘any sther entity which
owns, directly or indirectly through one or more interined.ate entities, an
ownership interest in Borrower;

(5)  if Key Principal is an entity, (A) a Transfer of a Controlling Intcr<svin Key
Principal, or (B) a Transfer of a Controlling Interest in any entity which
owns, directly or indirectly through one or more intermediate entities, a
Controlling Interest in Key Principal;

(6)  if Borrower or Key Principal is a trust, the termination or revocation of such
trust; and

(7)  aconversion of Borrower from one type of legal entity into another type of
legal entity, whether or not there is a Transfer.

FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 21
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Lender shall not be required to demonstrate any actual impairment of its security or any
increased risk of default in order to exercise any of its remedies with respect to an Event of
Default under this Section 21.
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(b)  The occurrence of any of the following events shall not constitute an Event of
Default under this Instrument, notwithstanding any provision of Section 21(a) to the contrary:

(1)  aTransfer to which Lender has consented;

(2)  a Transfer that occurs by devise, descent, or by operation of law upon the
death of a natural person;

(3)  the grant of a leasehold interest in an individual dwelling unit for a term of
two years or less not containing an option to purchase;

(4y - a Transfer of obsolete or worn out Personalty or Fixtures that are
contemporaneously replaced by items of equal or better function and
grality, which are free of liens, encumbrances and security interests other
than those created by the Loan Documents or consented to by Lender;

(5)  the graat. of an easement, if before the grant Lender determines that the
easement” will. not materially affect the operation or value of the
Mortgaged I'roperty or Lender’s interest in the Mortgaged Property, and
Borrower pays o' Lender, upon demand, all costs and expenses incurred
by Lender in connectica with reviewing Borrower’s request; and

(6)  the creation of a tax lien'or 2 mechanic’s, materialman’s or judgment lien
against the Mortgaged Prepeity which is bonded off, released of record or
otherwise remedied to Lender’s satisfaction within 30 days of the date of
creation.

(c)  Lender shall consent, without any adiisiment to the rate at which the
Indebtedness secured by this Instrument bears interest or to/any other economic terms of the
Indebtedness, to a Transfer that would otherwise violate this Section 21 if, prior to the Transfer,
Borrower has satisfied each of the following requirements:

(1)  the submission to Lender of all information requirc! by Lender to make
the determination required by this Section 21(c);

(2)  the absence of any Event of Default;

(3)  the transferee meets all of the eligibility, credit, management 2td other
standards (including any standards with respect to previous relationships
between Lender and the transferee and the organization of the transferee)
customarily applied by Lender at the time of the proposed Transfer to the
approval of borrowers in connection with the origination or purchase of
similar mortgages, deeds of trust or deeds to secure debt on multifamily
properties;

(4)  the Mortgaged Property, at the time of the proposed Transfer, meets all
standards as to its physical condition that are customarily applied by
Lender at the time of the proposed Transfer to the approval of properties
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in connection with the origination or purchase of similar mortgages on
multifamily properties;

(5)  in the case of a Transfer of all or any part of the Mortgaged Property, or
direct or indirect ownership interests in Borrower or Key Principal (if an
entity), if transferor or any other person has obligations under any Loan
Document, the execution by the transferee or one or more individuals or
entities acceptable to Lender of an assumption agreement (including, if
applicable, an Acknowledgement and Agreement of Key Principal to
Personal Liability for Exceptions to Non-Recourse Liability) that is
acceptable to Lender and that, among other things, requires the transferee to
perform all obligations of transferor or such person set forth in such Loan
Document, and may require that the transferee comply with any provisions
of this Instrument or any other Loan Document which previously may have
been waived by Lender;

(€)'~ -if a guaranty has been executed and delivered in connection with the Note,
ipis Instrument or any of the other Loan Documents, the Borrower causes
or< or more individuals or entities acceptable to Lender to execute and
deliver to Lender a guaranty in a form acceptable to Lender; and

(7)  Lender’steceipt of all of the following:

(A)  anon-r¢tundable review fee in the amount of $3,000 and a transfer
fee equal 10 ! percent of the outstanding Indebtedness immediately
prior to the Transfer.

(B) In addition, Borrgwer shall be required to reimburse Lender for all
of Lender's out-of-gocket costs (including reasonable attorneys’
fees) incurred in reviev/ing the Transfer request, to the extent such
expenses exceed $3,000.

(d)  For purposes of this Section, the following terrr’s stall have the meanings set forth

below:

(1)  "Initial Owners" means, with respect to Borroyver or any other entity, the
persons or entities who on the date of the Note own irthe aggregate 100% of
the ownership interests in Borrower or that entity.

(2) A Transfer of a "Controlling Interest”" shall mean, witli i2spect to any
entity, the following;

) if such entity is a general partnership or a joint venture, a Transfer of
any general partnership interest or joint venture interest which would
cause the Initial Owners to own less than 51% of all general
partnership or joint venture interests in such entity;

(i)  if such entity is a limited partnership, a Transfer of any general

| partnership interest;
|
(i)  if such entity is a limited liability company or a limited liability
partnership, a Transfer of any membership or other ownership
FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 23 1
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interest which would cause the Initial Owners to own less than 51%
of all membership or other ownership interests in such entity;

(iv) if such entity is a corporation (other than a Publicly-Held
Corporation) with only one class of voting stock, a Transfer of any
voting stock which would cause the Initial Owners to own less than
51% of voting stock in such corporation;

(v} if such entity is a corporation (other than a Publicly-Held
Corporation) with more than one class of voting stock, a Transfer of
any voting stock which would cause the Initial Owners to own less
than a sufficient number of shares of voting stock having the power
to elect the majority of directors of such corporation; and

(vi)  if such entity is a trust, the removal, appointment or substitution of a
trustee of such trust other than (A) in the case of a land trust, or (B) if
the trustee of such trust after such removal, appointment or
substitution is a trustee identified in the trust agreement approved by
Lender.

(3)  "Publiclv-Feld Corporation" shall mean a corporation the outstanding
voting stock of which is registered under Section 12(b) or 12(g) of the
Securities and Exchange Act of 1934, as amended.

22, EVENTS OF DEFAULT.. The occurrence of any one or more of the following
shall constitute an Event of Default under ti's Instrument:

(@)  any failure by Borrower to pay vt deposit when due any amount required by the
Note, this Instrument or any other Loan Document;

(b)  any faillure by Borrower to maintain {n: insurance coverage required by
Section 19;

(c)  any failure by Borrower to comply with the provisigns of Section 33;

(d)  fraud or material misrepresentation or material omissicii-by Borrower, or any of
its officers, directors, trustees, general partners or managers, Key Principii or any guarantor in
connection with (A) the application for or creation of the Indebtedness, R) any financial
statement, rent roll, or other report or information provided to Lender during the term of the
Indebtedness, or (C) any request for Lender’s consent to any proposed action, inciviiug a request
for disbursement of funds under any Collateral Agreement;

(e)  any Event of Default under Section 21;

(f) the commencement of a forfeiture action or proceeding, whether civil or criminal,
which, in Lender’s reasonable judgment, could result in a forfeiture of the Mortgaged Property or
otherwise materially impair the lien created by this Instrument or Lender’s interest in the
Mortgaged Property;

(g)  any failure by Borrower to perform any of its obligations under this Instrument
(other than those specified in Sections 22(a) through (f)), as and when required, which continues
for a period of 30 days after notice of such failure by Lender to Borrower, but no such notice or
grace period shall apply in the case of any such failure which could, in Lender’s judgment,
FANNIE MAE MULTIFAMILY SECURITY INSTRUMENT - Form 4014 4/98 Page 24
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absent immediate exercise by Lender of a right or remedy under this Instrument, result in harm
to Lender, impairment of the Note or this Instrument or any other security given under any other
Loan Document;

(h)  any failure by Borrower to perform any of its obligations as and when required
under any Loan Document other than this Instrument which continues beyond the applicable
cure period, if any, specified in that Loan Document; and

(1) any exercise by the holder of any other debt instrument secured by a mortgage,
deed of trust or deed to secure debt on the Mortgaged Property of a right to declare all amounts
due under that debt instrument immediately due and payable.

23. . REMEDIES CUMULATIVE. Each right and remedy provided in this
Instrument.is gistinct from all other rights or remedies under this Instrument or any other Loan
Document or arforded by applicable law, and each shall be cumulative and may be exercised
concurrently, independently, or successively, in any order.

24.  FORBEARANCE.

(@  Lender may (but shall not be obligated to) agree with Borrower, from time to
time, and without giving notice 14, or obtaining the consent of, or having any effect upon the
obligations of, any guarantor or other third party obligor, to take any of the following actions:
extend the time for payment of all or any part of the Indebtedness: reduce the payments due
under this Instrument, the Note, or «nv other Loan Document; release anyone liable for the
payment of any amounts under this Instrarient, the Note, or any other Loan Document; accept a
rencwal of the Note; modify the terms arnc time of payment of the Indebtedness; join in any
extension or subordination agreement; release any Mortgaged Property; take or release other or
additional security; modify the rate of interest or-peiiod of amortization of the Note or change the
amount of the monthly installments payable undér the Note; and otherwise modify this
Instrument, the Note, or any other Loan Document,

(b)  Any forbearance by Lender in exercising an; right or remedy under the Note, this
Instrument, or any other Loan Document or otherwise affordeq by applicable law, shall not be a
waiver of or preclude the exercise of any other right or remeay.The acceptance by Lender of
payment of all or any part of the Indebtedness after the due date of such payment, or in an
amount which is less than the required payment, shall not be a waiver cf Lender’s right to require
prompt payment when due of all other payments on account of the Indebredness or to exercise
any remedies for any failure to make prompt payment. Enforcement by Lender.of any security
for the Indebtedness shall not constitute an election by Lender of remedies s¢ as te preclude the
exercise of any other right available to Lender. Lender’s receipt of any awaids or proceeds
under Sections 19 and 20 shall not operate to cure or waive any Event of Default.

25. LOAN CHARGES. If any applicable law limiting the amount of interest or
other charges permitted to be collected from Borrower is interpreted so that any charge provided
for in any Loan Document, whether considered separately or together with other charges levied
in connection with any other Loan Document, violates that law, and Borrower is entitled to the
benefit of that law, that charge is hereby reduced to the extent necessary to eliminate that
violation. The amounts, if any, previously paid to Lender in excess of the permitted amounts
shall be applied by Lender to reduce the principal of the Indebtedness. For the purpose of
determining whether any applicable law limiting the amount of interest or other charges
permitted to be collected from Borrower has been violated, all Indebtedness which constitutes
Interest, as well as all other charges levied in connection with the Indebtedness which constitute
interest, shall be deemed to be allocated and spread over the stated term of the Note. Unless
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otherwise required by applicable law, such allocation and spreading shall be effected in such a
manner that the rate of interest so computed is uniform throughout the stated term of the Note.

26. WAIVER OF STATUTE OF LIMITATIONS. Borrower hereby waives the
right to assert any statute of limitations as a bar to the enforcement of the lien of this Instrument
or to any action brought to enforce any Loan Document.

27. WAIVER OF MARSHALLING. Notwithstanding the existence of any other
security interests in the Mortgaged Property held by Lender or by any other party, Lender shall
have the right to determine the order in which any or all of the Mortgaged Property shall be
subjected to the remedies provided in this Instrument, the Note, any other Loan Document or
applicable law. Lender shall have the right to determine the order in which any or all portions of
the Indebtedness are satisfied from the proceeds realized upon the exercise of such remedies.
Borrower aud iny party who now or in the future acquires a security interest in the Mortgaged
Property and wiio has actual or constructive notice of this Instrument waives any and all right to
require the marchailing of assets or to require that any of the Mortgaged Property be sold in the
inverse order of siieaation or that any of the Mortgaged Property be sold in parcels or as an
entirety in connection with the exercise of any of the remedies permitted by applicable law or
provided in this Instrumeri,

28. FURTHER ASSUPANCES. Borrower shall execute, acknowledge, and deliver,
at its sole cost and expense, all further acts, deeds, conveyances, assignments, estoppel
certificates, financing statements, {ransfers and assurances as Lender may require from time to
time in order to better assure, grant, ard ronvey to Lender the rights intended to be granted, now
or in the future, to Lender under this Inst'urient and the Loan Documents.

29. ESTOPPEL CERTIFICATE.  Within 10 days after a request from Lender,
Borrower shall deliver to Lender a written staiement, signed and acknowledged by Borrower,
certifying to Lender or any person designated by LexZer, as of the date of such statement, (i) that
the Loan Documents are unmodified and in full £ree and effect (or, if there have been
modifications, that the Loan Documents are in full force azd effect as modified and setting forth
such modifications); (ii) the unpaid principal balance of the Note: (iti} the date to which interest
under the Note has been paid; (iv) that Borrower is not in defauit ir paying the Indebtedness or in
performing or observing any of the covenants or agreements cont2ined in this Instrument or any
of the other Loan Documents (or, if the Borrower is in default. dascribing such default in
reasonable detail); (v) whether or not there are then existing any setoffs or defenses known to
Borrower against the enforcement of any right or remedy of Lender under ihe Loan Documents:
and (vi) any additional facts requested by Lender.

30.  GOVERNING LAW; CONSENT TO JURISDICTION AND V2 {E.

(a)  This Instrument, and any Loan Document which does not itself expressly jdentify
the law that is to apply to it, shall be governed by the laws of the jurisdiction in which the Land
is located (the "Property Jurisdiction”).

(b)  Borrower agrees that any controversy arising under or in relation to the Note, this
Instrument, or any other Loan Document shall be litigated exclusively in the Property .
Jurisdiction. The state and federal courts and authorities with Jurisdiction in the Property
Jurisdiction shall have exclusive jurisdiction over all controversies which shall arise under or in
relation to the Note, any security for the Indebtedness, or any other Loan Document. Borrower
irrevocably consents to service, jurisdiction, and venue of such courts for any such litigation and

waives any other venue to which it might be entitled by virtue of domicile, habitual residence or
otherwise,
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31. NOTICE.

(@)  All notices, demands and other communications ("notice") under or concerning
this Instrument shall be in writing. Each notice shall be addressed to the intended recipient at its
address set forth in this Instrument, and shall be deemed given on the earliest to occur of (1) the
date when the notice is received by the addressee; (2) the first Business Day afier the notice is
delivered to a recognized overnight courier service, with arrangements made for payment of
charges for next Business Day delivery; or (3) the third Business Day after the notice is
deposited in the United States mail with postage prepaid, certified mail, return receipt requested.
As used in this Section 31, the term "Business Day" means any day other than a Saturday, a
Sunday or any other day on which Lender is not open for business.

(b) . Any party to this Instrument may change the address to which notices intended
for it are to be: directed by means of notice given to the other party in accordance with this
Section 31. Exch party agrees that it will not refuse or reject delivery of any notice given in
accordance with tliis Section 31, that it will acknowledge, in writing, the receipt of any notice
upon request by flie sther party and that any notice rejected or refused by it shall be deemed for
purposes of this Sect:0i.21 to have been received by the rejecting party on the date so refused or
rejected, as conclusively established by the records of the U.S. Postal Service or the courier
service.

(c)  Any notice under'the Note and any other Loan Document which does not specify
how notices are to be given shall b¢: given in accordance with this Section 31.

32. SALE OF NOTE; CHANGE IN SERVICER. The Note or a partial interest in
the Note (together with this Instrument and il other Loan Documents) may be sold one or more
times without prior notice to Borrower. A szie imay result in a change of the Loan Servicer.
There also may be one or more changes of the Loan Servicer unrelated to a sale of the Note. If
there is a change of the Loan Servicer, Borrower wili be given notice of the change.

33.  SINGLE ASSET BORROWER. Ui the Indebtedness is paid in full,
Borrower (a) shall not acquire any real or personal proper.y other than the Mortgaged Property
and personal property related to the operation and maintenance of the Mortgaged Property; (b)
shall not operate any business other than the management and aperation of the Mortgaged
Property; and (c) shall not maintain its assets in a way difficult to segieoate and identify.

34, SUCCESSORS AND ASSIGNS BOUND. This Instrumetit shall bind, and the
rights granted by this Instrument shall inure to, the respective successors and acsigns of Lender
and Borrower. However, a Transfer not permitted by Section 21 shall be an Ever..of Default.

35.  JOINT AND SEVERAL LIABILITY. If more than one person or entity signs
this Instrument as Borrower, the obligations of such persons and entities shall be ;¢int and
several.

36. RELATIONSHIP OF PARTIES; NO THIRD PARTY BENEFICIARY.

(@)  The relationship between Lender and Borrower shall be solely that of creditor and
debtor, respectively, and nothing contained in this Instrument shall create any other relationship
between Lender and Borrower.

(b)  No creditor of any party to this Instrument and no other person shall be a third
party beneficiary of this Instrument or any other Loan Document. Without limiting the
generality of the preceding sentence, (1) any arrangement (a "Servicing Arrangement")
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between the Lender and any Loan Servicer for loss sharing or interim advancement of funds
shall constitute a contractual obligation of such Loan Servicer that is independent of the
obligation of Borrower for the payment of the Indebtedness, (2) Borrower shall not be a third
party beneficiary of any Servicing Arrangement, and (3) no payment by the Loan Servicer under
any Servicing Arrangement will reduce the amount of the Indebtedness.

37.  SEVERABILITY; AMENDMENTS. The invalidity or unenforceability of any
provision of this Instrument shall not affect the validity or enforceability of any other provision,
and all other provisions shall remain in full force and effect. This Instrument contains the entire
agreement among the parties as to the rights granted and the obligations assumed in this
Instrument. This Instrument may not be amended or modified except by a writing signed by the
party against whom enforcement is sought,

38.. . _CONSTRUCTION. The captions and headings of the sections of this Instrument
are for converience only and shall be disregarded in construing this Instrument. Any reference
in this Instrument ta an "Exhibit" or a "Section” shall, unless otherwise explicitly provided, be
construed as refeiving, respectively, to an Exhibit attached to this Instrument or to a Section of
this Instrument. Al Exhibits attached to or referred to in this Instrument are incorporated by
reference into this Instruraent. Any reference in this Instrument to a statute or regulation shall be
construed as referring te-iiat statute or regulation as amended from time to time. Use of the
singular in this Agreement inicludes the plural and use of the plural includes the singular. As
used in this Instrument, the term: "ine!nding" means "including, but not limited to."

39.  LOAN SERVICING.( All actions regarding the servicing of the loan evidenced
by the Note, including the collection of payiments, the giving and receipt of notice, inspections of
the Property, inspections of books and recdids, and the granting of consents and approvals, may
be taken by the Loan Servicer unless Borrovier receives notice to the contrary. If Borrower
receives conflicting notices regarding the identity of the Loan Servicer or any other subject, any
such notice from Lender shall govern.

40. DISCLOSURE OF INFORMATION. . Lender may furnish information
regarding Borrower or the Mortgaged Property to third .p2iiies with an existing or prospective
interest in the servicing, enforcement, evaluation, performance, purchase or securitization of the
Indebtedness, including trustees, master servicers, special “seivicers, rating agencies, and
organizations maintaining databases on the underwriting and'performance of multifamily
mortgage loans. Borrower irrevocably waives any and all rights it 'may have under applicable
law to prohibit such disclosure, including any right of privacy.

41. CHANGE IN FACTS OR CIRCUMSTANCES. All information in the
application for the loan submitted to Lender (the "Loan Application”) and-in all financial
statements, rent rolls, reports, certificates and other documents submitted in connection with the
Loan Application are complete and accurate in all material respects. There has been n¢ material
adverse change in any fact or circumstance that would make any such information incomplete or
inaccurate.

42, SUBROGATION. If, and to the extent that, the proceeds of the loan evidenced
by the Note are used to pay, satisfy or discharge any obligation of Borrower for the payment of
money that is secured by a pre-existing mortgage, deed of trust or other lien encumbering the
Mortgaged Property (a "Prior Lien"), such loan proceeds shall be deemed to have been
advanced by Lender at Borrower's request, and Lender shall automatically, and without further
action on its part, be subrogated to the rights, including lien priority, of the owner or holder of
the obligation secured by the Prior Lien, whether or not the Prior Lien is released.
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43.  ACCELERATION; REMEDIES. At any time during the existence of an Event
of Default, Lender, at Lender’s option, may declare all of the Indebtedness to be immediately
due and payable without further demand, and may foreclose this Instrument by judicial
proceeding and may invoke any other remedies permitted by Illinois law or provided in this
Instrument or in any other Loan Document. The Indebtedness shall include, Lender shall be
entitled to coliect, and any decree which adjudicates the amount secured by this Instrument shall
include, all costs and expenses incurred in pursuing such remedies, including attorneys® fees,
costs of documentary evidence, abstracts and title reports, any of which my be estimated to
reflect the costs and expenses to be incurred after the entry of such a decree.

44. RELEASE. Upon payment of the Indebtedness, Lender shall release this
Instrument. Borrower shall pay Lender’s reasonable costs incurred in releasing this Instrument.

45. . _WAIVER OF HOMESTEAD AND REDEMPTION. Borrower releases and
waives all rights under the homestead and exemption laws of the State of Illinois. Borrower
acknowledges thzc the Mortgaged Property does not include “agricultural real estate” or
“residential real <state” as those terms are defined in 735 ILCS 5/15-1201 and 5/15-1219.
Pursuant to 735 ILCE.5/15-1601(b), Borrower waives any and all rights of redemption from sale
under any order of foreclosure of this Instrument, or other rights of redemption, which may run
to Borrower or any other Cwner of Redemption, as that term is defined in 735 ILCS 5/15-1212.
Borrower waives all rights «f reinstatement under 735 ILCS 5/15-1602 to the fullest extent
permitted by Illinois law.

46. MAXIMUM AMOUN T OF INDEBTEDNESS. Notwithstanding any provision
to the contrary in this Instrument, the Note-or any other Loan Document which permits any
additional sums to be advanced on or attéi ihe date of this Instrument, whether as additional
loans or for any payments authorized by this Instrument, the total amount of the principal
component of the Indebtedness shall not at any time exceed three hundred percent (300%) of the
original principal amount of the Note set forth on ¢ first page of this Instrument.

47.  WAIVER OF TRIAL BY JURY. BOXRODWER AND LENDER EACH (A)
COVENANTS AND AGREES NOT TO ELECT A VAL BY JURY WITH RESPECT
TO ANY ISSUE ARISING OUT OF THIS INSTRUMENT 'OR THE RELATIONSHIP
BETWEEN THE PARTIES AS BORROWER AND LENDER THAT IS TRIABLE OF
RIGHT BY A JURY AND (B) WAIVES ANY RIGHT TC 7RIAL BY JURY WITH
RESPECT TO SUCH ISSUE TO THE EXTENT THAT ANY SUCH RIGHT EXISTS
NOW OR IN THE FUTURE. THIS WAIVER OF RIGHT TC TRIAL BY JURY IS
SEPARATELY GIVEN BY EACH PARTY, KNOWINGLY AND VOLUNTARILY
WITH THE BENEFIT OF COMPETENT LEGAL COUNSEL.

ATTACHED EXHIBITS. The following Exhibits are attached to this Instz0ziznt:

Exhibit A Description of the Land (required)
Exhibit B Modifications to Instrument
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IN WITNESS WHEREOF, Borrower has signed and delivered this Instrument or has
caused this Instrument to be signed and delivered by its duly authorized representative.

6230 NORTH KENMORE APARTMENTS LIMITED
PARTNERSHIP, an Illinois limited partnership

By: Banner Equities Limited Partnership, an Illinois
limited partnership, its general partner

By: Banner Investments, Inc., an Illinois corporation,

its genera?er //
By: _ /L p /i 9} (SEAL)

Milton R. Pinsky
President

AMERICAN NATIONAL BANK AND TRUST
COMPANY OF CHICAGO, AS TRUSTEE UNDER

TRUSTNO. 113911-08 RATED MAY 1, 1991
By. réwwé (SEAL)

Name. ~0avios.rusenrein &
Title: ASSISTANT VIGE PRESIDENY
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STATEOF  Lllinars )

) to-wit:
aryicounty of Lokl )

The foregoing instrument was acknowledged before me this Z—Y +y\day of
, 2000 by Milton R. Pinsky, President of Banner Investments, Inc., an Illinois
corporation, general partner of Banner Equities Limited Partnership, an Illinois limited
partnership, general partner of 6230 North Kenmore Apartments Limited Partnership, an Illinois
limited partnership, on behalf of the corporation and limited partnerships.

WVAAAAA Vg .
o (ERCEEAL A
NANCY R COILEY % /7W o (é PubTic:(%\J

Y PUBLIC, STATT OF |!.!,INO!5
mtggm\sssom EXPIRES! 2758101
s 2/20o]
! /

STATE OF (LLiOvE )
) to-wit;

CITY/COUNTY OF _ £ 02K )

The foregoing instrument was acknowledoed before me this o/ 777/day of
/44 LL A, 2000 by DAVID S MUGENTELD . \SISTANT vIcE prisioEniof American
National Bank and Trust Company of Chicago, as T:vstee Under Trust No. 113911-09 Dated
May 1, 1991, on behalf of the Trust.

(NOTARIAL SEAL) / Z\/}// .

Neary Public

My commission expires:

AAAASL A A g 4 g :
OF I .fzf}f f“?‘%

voraCITHAK Hame 5

. RY l"lbf.‘?‘LK} S'?‘A_TE OF ll,L!:\'”-’E t}
g nsion Exnims 11/15 o1,

o
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KEY PRINCIPAL

Key Principal
Name: Milton R. Pinsky

Address: 770 Frontage Road, Suite 123
Northfield, Illinois 60093
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EXHIBIT A

LOTS 5 AND 4™ RLOCK 6 IN COCHRAN’S SECOND ADDITION TO
EDGEWATER, BEING A SUBDIVISION OF THE EAST FRACTIONAL 1/2 OF
SECTION 5, TOWNSH!P 40 NORTH, RANGE 14, EAST OF THE THIRD
PRINCIPAL MERIDIAN, ACCORDING TO THE PLAT THEREOF RECORDED
DECEMBER 21, 1888 AS DOCUMENT 1042704, IN COOK COUNTY, ILLINOIS.

pTrtt [fi-o5 = 205 —2/3
Addfsess 6 P30 A Keopmoie f///éxyﬁ
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EXHIBIT B <1o91
MODIFICATIONS TO INSTRUMENT
(Second Lien)
1. The following new Sections are added to the end of the Instrument after the last

numbered Section:

"48. SUBORDINATE MORTGAGE. Notwithstanding any provisions of this
Instrument or any other Loan Document to the contrary, it is understood and agreed that the lien,
terms, covenants and conditions of this Instrument are and shall be subordinate in all respects,
including iptight of payment, to the indebtedness evidenced by a Multifamily Note, as amended
by an Addendwin to Multifamily Note, dated July 29, 1996, in the original principal amount of
$3,700,000.00 (as the same may be modified, amended, or refinanced, the "Senior Note") made
by the Borrower and secured by a Multifamily Mortgage, Assignment of Rents and Security
Agreement, as amende<. by a Rider to Multifamily Instrument, dated the same date as the Senior
Note (the "Senior Instruraent").

49. CROSS-DEFACGLT. If Borrower is in default under the Senior Note, the Senior
Instrument, or any other loan document executed in connection with the indebtedness evidenced
by the Senior Note, which default remeins uncured after any applicable cure period, such default
shall constitute an Event of Defauli-vzider the Note and this Instrument. The occurrence of an
Event of Default under the Note or this Jiistrument shal] constitute an Event of Default under the
Senior Note and Senior Instrument.

50.  PARTIES INTENT REGARDMING: MERGER. It is the intent of the parties
hereto that (i) in the event that Lender or any ‘of Lender's successors, assigns or transferee,
obtains title to the Mortgaged Property (by virtuz.of a foreclosure sale, a deed in lieu of
foreclosure or otherwise) and such party is also or subseruuntly becomes the holder of the Senior
Note and Senior Instrument, such party's title interest ana lier interest SHALL NOT merge so as
to effect an extinguishment of the Senior Instrument by operation,of the doctrine of merger, and
(ii) in the event that the holder of the Senior Note and Sem:or istrument obtains title to the
Mortgaged Property pursuant to the Senior Instrument (by virtue oi'x foreclosure sale, a deed in
lieu of foreclosure or otherwise) and such party is also or subsequently ¥ecomes the holder of the
Note and Instrument, such party's title interest and lien interest SHALL NOT merge so as to
effect an extinguishment of this Instrument by operation of the doctrine of merger. Borrower
further acknowledges and agrees that no course of conduct by Borrower, Lender 5r holder of the
Senior Note, or any of their successors, assigns or transferees subsequent to the dais-hereof shall
be used to demonstrate any intent contrary to the express intent stated herein. Tl parties agree
that the holder of the Senior Note is a third party beneficiary of the provisions of this saragraph
and that no amendments, modifications, waivers or other limitations of this paragraph shall be
effective without the prior written agreement of the holder of the Senior Note.

51.  WAIVER OF COLLECTION OF IMPOSITION DEPOSITS. Lender hereby
waives collection of funds for Imposition Deposits to be collected under Section 7 of this
Instrument so long as such amounts are collected pursuant to the Senior Instrument. In the event
that Imposition Deposits are no longer collected from Borrower pursuant to the Senior
Instrument, Lender shall collect such amounts pursuant to such Section 7 of this Instrument.

52. WAIVER OF COLLECTION OF REPLACEMENT RESERVES. Lender
shall waive collection of funds for replacement reserves pursuant to the Replacement Reserve
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and Security Agreement executed in connection with this Instrument (the "Subordinate
Replacement Reserve Agreement") so long as replacement reserves are collected pursuant to
the Replacement Reserve and Security Agreement executed in connection with the Senior
Instrument (the "Senior Replacement Reserve Agreement"). Borrower hereby assigns to
Lender all amounts in the "Replacement Reserve" (as defined in the Senior Replacement Reserve
Agreement) as additional security for all of the Borrower's obligations under the Note."

2. All capitalized terms used in this Exhibit not specifically defined herein shall have
the meanings set forth in the text of the Instrument that precedes this Exhibit.

[

INITIALS
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