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THIS SUBORDINATE MORTGAGE, SECURITY AGREEMENT AND FINANCING
STATEMENT (HOPE V1) (this “Mortgage”) is made as of the 1st day of December, 2007, by Legends
C-2, LLC, an Illinois limited lability company ("M ortgagor’”), with an address of 666 Dundee Road,
Suite 1102, Northbrook, Illinois 60062, to Chicag) Housing Authority, an Illinois municipal corporation

(“CHA”), together with its successors and assigns, haviag its principal office at 60 Fast Van Buren St,,
12th Floor, Chicago, Illinois 60605 (collectively, “Mortgagee”).

All capitalized terms, unless otherwise defined hereit., saall have the meaning ascribed thereto in
that certain Chicago Housing Authority Loan Agreement dated of even date herewith between Mortgagor
and Mortgagee (herein as the same may be amended, supplemented or cestated from time to time called
the “Loan Agreement”).

WHEREAS, Mortgagor has concurrently herewith executed and delivered ¢ Promissory Note
(HOPE VI) bearing even date herewith, in the principal sum of Five Million Turse Hundred Fifty
Thousand Three Hundred Dollars ($5,350,300.00) payable to Mortgagee (herein such rot<.together with
all amendments or supplements thereto, extensions thereof and notes which may be taken in whole or
partial renewal, substitution or extension thereof, shall be called the “Note”) in whica. Wortgagor
promises to pay said principal sum, plus interest, if any, thereon, at the rate specified therein, upon the
maturity thereof; and

WHEREAS, Mortgagee desires to secure repayment of the indebtedness evidenced by the Note,
together with interest, if any, thereon, in accordance with the terms of the Loan Documents and any
additional indebtedness or obligations incurred by Mortgagor on account of any future payments,
advances or expenditures made by Mortgagee pursuant to this Mortgage, and/or all other agreements,
‘nstruments and documents executed and delivered to Mortgagee previously, now or hereafter by, on
behalf of or for the benefit of Mortgagor in connection with the Premises (as hereinafter defined),
including but not limited to this Mortgage, the Note, the Loan Agreement, the HOPE VI Assignment of
Rents and Leases, the Declaration of Restrictive Covenants, UCC Financing Statements, the
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Environmental Indemnity Agreement, and the Regulatory and Operating Agreement, as defined below,
all as from time to time amended, supplemented or restated (collectively, the “Loan Documents”); and

WHEREAS, the Loan Agreement contemplates the construction of a mixed-income rental
development having, in the aggregate, 113 residential dwelling units (the “Project Units”) and certain
associated infrastructure improvements, parking areas and open spaces; and

WHEREAS, 52 of the Project Units shall be CHA Units; and

WHEREAS, the property that is demised under the Ground Lease (as defined below) consists of
the subdivided Jots and other legally described parcels of real property described therein, and that portion
thereof that 6 described on Exhibit A attached hereto has been designated as security for the HOPE VI
Loan; and

WHEREAS, <A will provide financial assistance for the Project in conjunction with that
provided by the U.S. Depaitment of Housing and Urban Development (“HUD™) under the U.S. Housing
Act of 1937 (42 U.S.C. 1427, et seq.) {the “1937 Act”) with respect to the 52 CHA Units and, in
exchange for such assistance, Mortgagor will agree to develop, operate and maintain such CHA Units in
accordance with All Applicable Public Housing Requirements.

NOW, THEREFORE, in order 1o secure payment of principal and interest, if any, under the
Note and of all other payments due to Mor.gagee by Mortgagor under any of the Loan Documents and
performance of the covenants and agreements ~ontained in this Mortgage, including any substitutions,
extensions or modifications hereto, Mortgago~ does grant, assign, warrant, convey and mortgage to
Mortgagee, its successors and assigns, and grants to Mortgagee, its successors and assigns, forever a
continuing security interest in and to, all of the following rights, interests, claims and property:

(A)  all of the Mortgagor’s interest and rights 2 fenant under that certain Ground Lease
described on Exhibit A, as the same may be amended, modified, and supplemented from time to time in
accordance with its terms (the “Ground Lease™), demising the real ectate more particularly described on
Exhibit A (and other property), together with all of the Mortgazor’s interest in infrastructure
improvements, parking, open spaces and common areas, casements, waier rights, hereditaments, mineral
rights and other rights and interests appurtenant thereto (the “Real Propeity”y:

(B) all buildings, structures and other improvements of every king and description now or
hereafter erected, situated or placed upon the Real Property, together with any fixtures or attachments
now or hereafter owned by Mortgagor and located in or on, forming part of, attached-10, ueed or intended
to be used in connection with or incorporated in the Real Property, including all extensions, additions,
betterments, renewals, substitutions and replacements of any of the foregoing (the “Improements”),

(C) any interests, estates or other claims of every name, kind or nature, both at law and in
equity, which Mortgagor now has or may acquire in the Real Property, the Improvements, the Equipment
(as hereinafter defined) or any of the property described in clauses (D), (E), (F), (G), (H) or (I} hereof;

(D)  all of Mortgagor’s interest and rights in and to that certain Regulatory and Operating
Agreement between Mortgagor and Mortgagee of even date (the “Regulatory and Operating
Agreement™), together with all of Mortgagor’s interest and rights as lessor in and to ail leases, subleases
and agrecments, written or oral, now or hereafter entered into, affecting the Real Property, the
Tmprovements, the Equipment or any part thereof, and all income, rents, rent subsidies (but only when
received), issues, proceeds and profits accruing therefrom (provided that the assignment hereby made
shall not diminish or impair the obligations of Mortgagor under the provisions of such leases, subieases
or agreements, nor shall such obligations be imposed on Mortgagee);
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(E)  all right, title and interest of Mortgagor in and to all fixtures, personal property of any
kind or character now or hereafter attached to, contained in and used or useful in connection with the
Real Property or the Improvements, together with all furniture, furnishings, apparatus, goods, systems,
fixtures and other items of personal property of every kind and nature, now or hereafter located in, upon
or affixed to the Real Property or the Improvements, or used or useful in connection with any present or
future operation of the Real Property or the Improvements, including, but not limited to, all apparatus
and equipment used to supply heat, gas, air conditioning, water, light, power, refrigeration, electricity,
plumbing and ventilation, including all renewals, additions and accessories to and replacements of and
substitutions for each and all of the foregoing, and all proceeds therefrom (the “Equipment”);

(B all of the estate, interest, right, title or other claim or demand which Mortgagor now has
or may acquii=with respect to (i) proceeds of insurance in effect with respect to the Real Property, the
Improvements or the Equipment, and (ii) any and all awards, claims for damages, judgments, settlements
and other compeneation made for or consequent upon the taking by condemnation, eminent domain or
any like proceeding of 21! or any portion of the Real Property, the Improvements or the Equipment;

(G)  all intangi®le personal property, accounts, licenses, permits, instruments, contract rights,
and chattel paper of Mortgagor, including, but not limited to cash, accounts receivable, bank accouats,
certificates of deposit, rights (if any)to amounts held in escrow, deposits, judgments, liens and causes of
action, warranties and guarantees, rel»ting to the Real Property, the Equipment or the Improvements or
as otherwise required under the Loan Docurments;

(H)  all other property rights of Mortgagor of any kind or character related to all or any
portion of the Real Property, the Improvements or the Equipment; and

O the proceeds from the sale, transter; pledge or other disposition of any or all of the
property described in the preceding clauses.

All of the property referred to in the preceding clauses (A) through (I) shall be called,
collectively, the “Premises.” For purposes of this Mortgage, ine “A<t” shall mean the Illinois Mortgage
Foreclosure Law, 735 ILCS 5/15-1101 et seq., as amended, supplemented and restated from time to time.

IT IS FURTHER agreed, intended and declared that all the aiwresaid property rights and
interests shall, so far as permitted by law and as permitted by Ali Apblicable Public Housing
Requirements, be deemed to form a part and parcel of the Premises and be covel =d by this Mortgage.

TO HAVE AND TO HOLD the Premises unto Mortgagee and its successors and assigns,
forever, for the purposes and uses herein set forth.

To protect the security of this Mortgage, Mortgagor further covenants and agrees as follows:

1. Principal and Interest. Mortgagor shall pay promptly when due the principal of and
interest, if any, on the Note and any other sums required to be paid on the Note or under the other Loan
Documents at the times and in the manner provided therein and shall pay any other indebtedness secured
hereby as the same becomes due and shall perform and observe all of the covenants, agreements and
provisions contained herein and in the other Loan Documents.

4811-272%-0625.6
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Representation, Warranties and Covenants of Mortgagor.

(a) Mortgagor represents and warrants to Mortgagee as follows:

(1) all representations and warranties of Mortgagor contained in this
Mortgage and the other Loan Documents are true, accurate and complete in all material
respects at the time of Mortgagor's execution hereof and thereof and shall survive in all
material respects the execution, delivery and acceptance hereof by the parties hereto for
as long as any amounts payable under Section 1 hereof are outstanding;

(i)  Mortgagor is a limited liability company, duly organized and validly
existing under the laws of the State of Illinois;

(iti)  Mortgagor has the right, power and authority to enter into, execute and
déliverend perform the terms and conditions of this Mortgage and the other Loan
Documernts:

(iv) the exccution, delivery and performance by Mortgagor of this Mortgage
and the other lsoan Documents have been duly authorized by all necessary action of
Mortgagor and will'no: violate any provision of law (including any order, writ,
injunction or decree-biuding upon Mortgagor or the Premises) or the operating
agreement of Mortgagor,oriesult in the breach of or constitute a default under or require
any consent under or, othei 4nan the lien created by this Mortgage and other Loan
Documents, result in the creation s£any lien, charge or encumbrance upon the Premises
or any other property or assets of Mortgagor under any agreement, instrument, restriction
or document to which Mortgagor is mow or hereafter a party or by which Mortgagor or
the Premises are or may become bound ‘oraffected;

(v)  Mortgagor has good, indefeasiblc and merchantable title to the Premises
{which, with respect to the property described on Exhibit A hereto, shall be the leasehold
estate under the Ground Lease), free and clear of-allliens, charges and encumbrances
except for those matters described in Exhibit (C/ annexed hereto (“Permitted
Exceptions™);

(vi)  Mortgagor is now solvent and able to pay its devts 2e.they mature;

(vii) there are no actions or proceedings by or beforc any court or
governmental commission, board, bureau or other administrative agency pending or to
the Mortgagor's best knowledge, threatened, against or affecting Mortgagor which if
adversely determined could materially and adversely affect Mortgagor's ability to
perform its obligations under the Note, this Mortgage or the other Loan Documents, or
which might result in any material, adverse change to Mortgagor's financial condition or
may materially affect the Premises or Mortgagor's other property or assets; and

(viii) Mortgagor is not obligated under anmy written contract, lease or
agreement with respect to the ownership, use, operation or maintenance of the Premises,
except for the obligations of Mortgagor under the Regulatory and Operating Agreement,
any management agreements and the Permitted Exceptions as described on Exhibit C
hereto.
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(b)  Mortgagor hereby covenants that Mortgagor shall:

) comply with all requirements of the Ground Lease, the Regulatory and
Operating Agreement, and the Permitted Exceptions as described on Exhibit C hereto;

(ii)  subject to the requirements of the Ground Leasc and the Senior Loan
Documents, promptly repair, restore, replace or rebuild any portion of the Premises
which may become damaged, destroyed, altered, removed, severed or demolished,
whether or not insurance proceeds are available or sufficient for the purpose, with
replacements of at least equal value and substantially the same character as existed prior
thereto, free from any security interest in, encumbrances on or reservation of title thereto
2xcept Permitted Exceptions;

(i)  keep and maintain the Premises in good condition and repair, without
wasic, and free from mechanics’ liens, materialmen’s liens or other liens and claims
except-Purnnitted Exceptions (provided that nothing contained herein shall affect or
impair the'Mortgagor's ability to diligently and in good faith contest any lien or bill for
labor or materials. provided that any lien placed upon the Premises must be fully and
irrevocably discharzed (by bond or otherwise in a manner acceptable to CHA or an
endorsement to lender’s witle insurance policy in form acceptable to CHA within 60 days
after the date the same.is first placed upon the Premises));

(iv)  subject to tho/requirements of the Ground Lease, complete, within a
reasonable time, any construction of improvements now or hereafter constructed upon
the Premises;

(v)  comply in all material reapects with all statutes, rules, regulations,
orders, decrees and other requirements of any federal, state or local governments having
jurisdiction over the Premises and the use théreof; and observe and comply with both All
Applicable Public Housing Requirements and any oonditions and requirements necessary
to preserve and extend any and all rights, licenses, perits (including without limitation
zoning variances, special exceptions and non-conforinirg uses), privileges, franchises
and concessions that are applicable to the ownership, renovation, use and occupancy of
the Premises;

(vi)  after completion of construction make no material alterations in the
Premises (except those required by law and in the ordinary course of business) without
Mortgagee’s prior written consent, which consent will not be unreasonapiy, withheld or
delayed;

(vii)  suffer or permit no change in the general nature of the occupancy or use
of the Premises for residential purposes without Mortgagee’s prior written consent;

(viii) for so long as there is no default under the Regulatory and Operating
Agreement by Mortgagee, pay all operating costs of the Premises when due, including
all utility charges and all other assessments or charges of a similar nature;

(ix)  not initiate or acquiesce in any zoning reclassification with respect to the
Premises, without Mortgagee’s prior written consent,

(x) not abandon the Premises, nor do anything whatsoever to depreciate or
impair the value of the Premises or the security of this Mortgage;
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(xi) refrain from any action and correct any condition which would increase
the risk of fire or other hazard to all or any portion of the Premises;

(xii) not permit any unlawful use or nuisance to exist upon the Premises;

(xiii) comply in all material respects with all instruments and documents of
record or otherwise affecting the use or occupancy of all or any portion of the Premises;
and

(xiv) promptly pay when due any sums due, and promptly and fully perform
any acts, required under the Project Loan Documents and the Ground Lease. Mortgagor
will not, without prior written consent of Mortgagee, modify, extend or amend the
senior Loan Documents or the IHDA Loan Documents to increase the amount of the
indektedness secured thereby or change the repayment terms of such indebtedness, if
any;-sn-as to increase or accelerate the repayment of such indebtedness, or so as to
increase oi-accelerate the payment of any rent, as applicable. Mortgagor shall promptly
give Mortgazee a copy of any notice received by Mortgagor from any Other Lender, if
any, or given by Mortgagor to any Other Lender, if any, pursuant to such Other Lender’s
loan documents.

3. Taxes and Charges. Mortgagor agrees to pay or cause to be paid, prior to delinquency,
all Charges (as hercinafter defined) that 2:e-assessed or imposed upon the Premises or upon any of the
Project Loan Documents, or become due and payable, and that create, may create or appear to create a
lien upon the Premises or any part thereof or upon any of the Project Loan Documents; provided,
however, that if by law any such Charge is payable or, at the option of Mortgagor, may be paid in
installments, Mortgagor may pay the same together (with any accrued interest on the unpaid balance of
such Charge in installments as the same become due and before any fine, penalty, interest or cost may be
added thereto for the nonpayment of any such installment ‘apd ‘aterest. (“Charge” shall mean and include
all federal, state, county, city, municipal or other government:l entity (or any instrumentality, division,
agency, body or department thereof) taxes, levies, assessments, chaiges, liens, claims or encumbrances
related to the Premises, Project, Mortgagor, or any of the Project Loan Documents).

Mortgagor shall furnish Mortgagee, within thirty (30} days after the Jate upon which any Charge
is due and payable by Mortgagor, official receipts of the appropriate authoricy cr other proof satisfactory
to Mortgagee, evidencing the payment thereof. Mortgagor shall have the rigut, before any delinquency
oceurs, to contest or object to the amount or validity of any Charge or mechanic’s l'en by appropriate
legal proceedings properly instituted and prosecuted in such manner as shall stay’cuilection of the
contested Charge and prevent the imposition of a lien or (in the case of mechanic’s liens or-other Charges
subject to forfeiture or foreclosure), the sale or forfeiture of the Premises to collect the sarie; provided
that no such contest or objection shall be deemed or construed in any way as relieving, niodifying or
extending Mortgagor’s covenant to pay any such Charge at the time and in the manner provided in this
Mortgage unless Mortgagor has given prior written notice to Mortgagee of Mortgagor’s intent to contest
or object to a Charge and (i) Mortgagor shall demonstrate to Mortgagee’s satisfaction that legal
proceedings instituted by Mortgagor contesting or objecting to such Charge shall conclusively operate to
prevent a lien against or the sale or forfeiture of the Premises, or any part thereof, as satisfaction of such
Charge prior to final determination of such proceedings, and (if) Mortgagor shall furnish to Mortgagee or
Senior Lender (and if to Senior Lender, notice thereof to Mortgagee) a good and sufficient bond or
surety, or a good and sufficient undertaking as may be required or permitted by law, to accomplish a stay
of any such sale or forfeiture of the Premises during the pendency of such contest, in an amount (x) not
less than 125% of such Charge and (y) adequate fully to pay all such contested Charges and all interest
and penalties upon the adverse determination of such contest.

4811-2729-0625.6
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4. Insurance. Mortgagor shall procure and maintain, or cause to be maintained by the
General Contractor, at all times, at Mortgagor’s own expense, until final repayment of the indebtedness
secured hereby, the types of insurance specified in Exhibit B attached hereto, with insurance companies
authorized to do business in the State of Illinois covering all operations contemplated in connection with
the Project, whether performed by Mortgagor, the General Contractor, any Subcontractor or others.

Mortgagor shall furnish Mortgagee with original certificates of insurance evidencing the
required coverages to be in force on the date hereof, and renewal certificates of insurance, or such similar
evidence, if the coverages have an expiration or renewal date occurring during the term hereof.

The reneipt of any certificate does not constitute an agreement by Mortgagee that the insurance
requirements £ this Section have been fully met or that the insurance policies indicated on the certificate
are in compliaice-with all requirements. The failure of Mortgagee to obtain certificates or other
insurance evidencefrom Mortgagor shall not be deemed to be a waiver by Mortgagee. Mortgagor shall
advise all insurers Of theprovisions of this Section regarding insurance. Non-conforming insurance shall
not relieve Mortgagor ot iz obligation to provide insurance as specified herein. Nonfulfillment of the
insurance conditions of this Section may constitute an Event of Default, and Mortgagee retains the right
to suspend disbursement of Loan proceeds until proper evidence of insurance is provided.

All insurance policies shall provide that Mortgagee shall be given thirty (30) days’ prior written
notice of any modification, non-renewal or cancellation.

If Mortgagor fails to obtain or maiptain any of the insurance policies required under this
Mortgage or to pay any premium in whole or in part when due, Mortgagee may (without waiving or
releasing any obligation or Event of Default by Mortgagor hereunder) obtain and maintain such
insurance policies and take any other action that Morigzgee deems advisable to protect its interest in the
Premises, including acceleration of the Note. All sums so disbursed by Mortgagee, including reasonable
atiorneys’ fees, court costs and expenses, shall be reimbursed by Mortgagor upon demand by Mortgagee.

Mortgagor shall require the General Contractor and all S=hcontractors to carry the insurance
required herein, or Mortgagor may provide the coverage for any or ali of the General Contractor and
Subcontractors, and, if so, the evidence of insurance submitted shall so sapulate.

Any and all deductibles or self-insured retention on the insurance coverages required herein shall
be borne by Mortgagor, the General Contractor or the appropriate Subcontracter. as applicable.

Mortgagor expressly understands and agrees that any insurance coverages-aus jimits furnished
by Mortgagor shall in no way limit Mortgagor’s liabilities and responsibilities specified vader any of the
Loan Documents or by law.

Mortgagor agrees and shall cause the General Contractor to agree that all insurers shall waive
their rights of subrogation against Mortgagee, its employees, elected officials, agents or representatives.
Mortgagor hereby agrees to assume any liabilities of Morigagee related to subrogation rights of
Subcontractors’ insurers.

Mortgagor expressly understands and agrees that any insurance or self-insurance programs
maintained with respect to the Premises by Mortgagee shall apply in excess of and not contribute with
insurance provided by Mortgagor, the General Contractor or any Subcontractor under this Section.

The insurance required hereunder to be carried shall not be limited by any limitations expressed

in the indemnification language herein or any limitation placed on the indemnity therein given as a
matter of law.

4811-2729-0625.6
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If Mortgagor, General Contractor or any Subcontractor desires additional coverage, higher limits
of liability, or other modifications for its own protection, Mortgagor, the General Contractor or such
Subcontractor, as appropriate, shall be responsible for the acquisition and cost of such additional
protection.

Morigagee maintains the right to modify, delete, alter or change these requirements in a
commercially reasonable manner, after providing Mortgagor with prior written notice.

5. Inspection of Premises and of Books and Records. Mortgagor shall permit Mortgagee,
HUD, and/or their agents to inspect the Premises at all reasonable times, and access thereto shall be
permitted for that purpose. Mortgagor shall keep and maintain full and correct records at Mortgagor’s
office showizig it detail the income and expenses of the Premises and shall make such books, records and
all supporting vouchers, data and otber documents available for inspection, copying {including excerpts
and transcriptions).-andit and examination upon request by Mortgagee, HUD and their respective agents,
successors and assigne nntil the fifth anniversary of the date of repayment of the Loan in full.

6. Insurance Proceeds. In the event of any damage to, or destruction of the Premises,
Mortgagor will give written notice to Mortgagee of such damage or destruction within five (5} Business
Days thereafter and, subject to the ights granted to Senior Lender under the Senior Loan Documents,
and subject further to any applicable ferms and conditions of the Ground Lease and the Mixed-Finance
Amendment, authorize Mortgagee to proceed as follows:

(a) In the event of anv.ipss covered by insurance policies, Mortgagee is hereby
authorized at its option to either (i) se'tle and adjust any claim under such policies without the
consent of Mortgagor, or (ii) allow Mortgagor to agree with the insurance company or
companies on the amount to be paid upon the loss. Mortgagee shall, and is hereby authorized to,
collect any such insurance proceeds, and the Teascnable expenses incurred by Mortgagee in the
adjustment and collection of insurance proceeds skall'be deemed additional indebtedness secured
by this Mortgage and shall be reimbursed to Mortgagse ov Mortgagor upon demand.

(b)  Inthe event of any insured damage to, or uestrrction of, the Premises or any part
thereof, Mortgagee shall apply the proceeds of insurance ‘to resimburse or, at the option of
Mortgagee, pay directly Mortgagor for the cost of restoring, repairing, replacing or rebuilding
the Premises if: (i} an Event of Default hereunder or an event of defavlt under any of the other
Loan Documents, or under the Other Lenders’ loan documents, shall ot have occurred and be
continuing; (ii) such insurance proceeds shall be available and in an amovnt sufficient to restore
the Premises to at least the same value and substantially the same character as the Premises had
been immediately prior to such damage or destruction (and subject to no liens o: encumbrances
other than Permitted Exceptions), or if such proceeds are not so sufficient, Mortgagor shall
promptly deposit with Mortgagee funds equal to the amount of such deficiency; (iiry Mortgagor
shall obtain all required governmental approvals with respect to such restoration, repair,
replacement or rebuilding; (iv) prior to such restoration, repair, replacement or rebuilding,
Mortgagee shall receive and approve plans and specifications and a detailed budget and cost
breakdown with respect to such work; and (v) such restoration, repair, replacement or rebuilding
is reasonably susceptible to completion not less than six months prior to the Maturity Date.

(c) In the event that proceeds of insurance, if any, shall be made available to
Mortgagor for the restoration, repair, replacement or rebuilding of the Premises, Mortgagor
hereby covenants to restore, repair, replace or rebuild the same, to at least equal value, and
substantially the same character as prior to such damage or destruction, all to be effected in
accordance with plans and specifications submitted to and reasonably approved by Mortgagee,
and to expend all such proceeds and any funds deposited by Mortgagor pursuant to Section

4811-2729-0625.6
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6(b)(ii) hereof prior to the further disbursement of any Loan proceeds. If the amount of such
insurance proceeds shall be in excess of $50,000, such proceeds shall be disbursed through an
escrow pursuant to an escrow agreement approved by Mortgagee.

(d)  If all of the conditions described in Paragraph (b) of this Section 6 with respect
to the application of proceeds of insurance shall not be met, Mortgagee may, in its sole
discretion, apply such proceeds to the indebtedness secured hereby in such order or manner as
Mortgagee may elect.

(e) To the extent that any amount of proceeds of insurance remain unexpended after
completion of the restoration, repair, replacement or rebuilding of the Premises, such amount
shall‘be applied to the indebtedness secured hereby, with any remaining amounts being paid to
Mortgagor or, if applicable, to the Other Lenders as their interests may appear.

To the extent that-any ferms or conditions contained in this Section 6, with respect to the restoration of
the Property after a casmalty, conflict with the insurance section of the Mixed Finance ACC Amendment,
the Mixed Finance ACC Ainendment shall prevail.

7. Condemnation/F.ir’uent Domain. Mortgagor shall give Mortgagee prompt notice of
any proceedings, pending or threatened; seeking condemnation or taking by eminent domain or any like
process (“Taking”), of all or any portion of the Premises or affecting any easement thereon or
appurtenance thereto and shall deliver th Martgagee copies of any and all papers served in connection
with any such proceedings, and Mortgagor neiely assigns and transfers to Mortgagee, subject only to the
rights granted to Senior Lender under the Senior Loan Documents, and subject further to any applicable
terms and conditions of the Ground Lease and the Mixed-Finance ACC Amendment, the entire proceeds
of all awards resulting from any Taking. Mortgagee is hereby authorized to collect and receive from the
condemnation authorities said awards and is further auiherized to give appropriate receipts therefor. In
the event of any such Taking, the proceeds of all awards risulting from such taking shall be applied
subject to the Mixed Finance ACC Amendment and the Régulatory and Operating Agreement: (i) to
reimburse Mortgagor for or, at the option of Mortgagee, pay direcily, the cost of restoring, repairing,
replacing or rebuilding the Premises, except as and to the extent tae Ground Lease applies and provides
otherwise; and (ii) the balance of such proceeds shall be applied to (b¢ indebtedness secured hereby in
such order or manner as Mortgagee may elect, In the event that such proceeds, if any, shall be made
available to Mortgagor for the restoration, repair, replacement or rebuilding of the Premises, Mortgagor
hereby covenants to restore, repair, replace or rebuild the same, to at least equzl value and substantially
the same character as prior to such Taking, all to be effected in accordance with plansjand specifications
submitted to and approved by Mortgagee. If the amount of such proceeds shall be L £acess of $50,000,
such proceeds shall be disbursed through an escrow pursuant to an escrow agreemient.approved by
Mortgagee.

Notwithstanding the foregoing, if any provision of this Section 7 conflicts with the Mixed-
Finance ACC Amendment, the provisions of Section 11 of the Mixed-Finance ACC Amendment shall
control, and Mortgagee recognizes its rights under this Section 7 are presently subordinate in priority to
those of a senior mortgage or mortgages recorded of record against all or a portion of the collateral
secured by this Mortgage.

8. Transfer and Encumbrance of Premises. Except as expressly permitted pursuant to
this Section 8, Mortgagor shall not create, effect, contract for, commit to, consent to, suffer or permit any
conveyance, sale, assignment, transfer, lien, pledge, mortgage, security interest or other encumbrance
(other than liens being contested in accordance with the provisions of this Mortgage) or alienation (or
any agreement to do any of the foregoing, other than a contract for-sale or financing to pay in full the
Note and all other amounts due and owing by Mortgagor to Mortgagee under the Loan Documents,

4811-2729-0625.6
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provided that any such contract shall be expressly contingent upon the receipt of prior written consent to
such sale or financing by Mortgagee, which consent shall not be unreasonably withheld by Mortgagee
with respect to any contract providing for payment in full of the Note and all other amounts due and
owing by Mortgagor to Mortgagee under the Loan Documents), directly or indirectly, by willful act, by
operation of law or otherwise, of all or any portion of the Premises or any interest therein, other than
Permitted Exceptions, or any interest in Mortgagor or any member thereof (each of the foregoing being
referred to herein as a “Prohibited Transfer”), without (x) Mortgagee’s prior written consent, and (y) the
consent of HUD if and to the extent required by the Mixed Finance ACC Amendment. In addition,
“Prohibited Transfer” shall include the conveyance, sale, assignment or transfer (or any agreement to do
any of the foregoing) of less than all of the Project, without (x) Mortgagee’s prior written consent, and
(v) the consent of HUD if and to the extent required by the Mixed Finance ACC Amendment. If
Mortgagor siall do or allow any of the foregoing Prohibited Transfers without (x) Mortgagee’s prior
written consent‘and (y) the consent of HUD if and to the extent required by the Mixed Finance ACC
Amendment, Morigazee, at its option, has the right to accelerate the maturity of the Note causing the full
principal balance ti=roof and accrued interest, if any, thereon to be immediately due and payable without
notice to Mortgagor, Ary-waiver by Mortgagee of the provisions of this paragraph shall not be deemed
to be a waiver of the right of Mortgagee to insist upon strict compliance with the provisions of this
paragraph in the future.

Notwithstanding the foregoing, Mortgagee shall not unreasonably withhold its consent o the
replacement and/or addition of the managing member of Mortgagor pursuant to the terms of Mortgagor’s
Operating Agreement and to the extentMbrtgagee so consents, it shall not be considered a Prohibited
Transfer hereunder. In addition, transfer{ o. interests for which Mortgagee’s consent is not required
under Section 9(d) of the Regulatory and Operating Agreement shall not be considered a Prohibited
Transfer hereunder, provided that the transferee is not a “Prohibited Party”. As used herein, the term
“Prohibited Party” shall mean a person or entity (which term shall include all principals of such entity):
(i) whose acquisition of interests in the Owner or the ErA-Assisted Units would constitute a viclation of
the conflict of interest rules of CHA or All Applicable Pk Housing Requirements; or (i) who has, or
an affiliate of any such person or entity has, been prohibited or debarred from doing business with
Mortgagee or HUD. Further, “Prohibited Transfers” shali not include leases of Project Units to
residential tenants in the ordinary course of business.

In the event that Mortgagee (and, where required, HUD) conscnt/s) to any sale, assignment
transfer or other conveyance of the Premises, which shall not be unreason ably withheld or denied, the
transferee or assignee shall enter into an assumption agreement with Mortgages by which it assumes all
of Mortgagor’s rights and obligations under the Note, this Mortgage and the other Loan Documents.
Upon the consummation of the transfer of the Premises as set forth above ana therqelivery of such
assumption agreement to Mortgagee, the transferee or assignee shall succeed to all righis-and obligations
of Mortgagor herein contained, and shall be deemed a permitted assignee of Mortgagor, and Mortgagor
making such sale, assignment, transfer or other conveyance shall be relieved of any continuing
obligations hereunder, provided that no such consent shall relieve any guarantor of the obligations set
forth in any guaranty securing the indebtedness evidenced by the Note, nor any obligations of any
guarantor under the Performance and Completion Guaranty Agreement unless such relief is specifically
granted in the instrument of consent.

9. Morteagee’s Options; Subrogation. (a) In case of an Event of Default hereunder by
Mortgagor, Mortgagee may, but is not obligated to, receive and utilize the PHA-Assisted Units Operating
Subsidy (as defined in the Regulatory and Operating Agreement) to pay operating expenses, and/or make
any payment or perform any act herein required of Mortgagor in any form and manner deemed
expedient, and may (but is not obligated to) make full or partial payments of principal or interest on prior
encumbrances, if any, and purchase, discharge, compromise or settle any tax lien or other prior lien or
title or claim thereof, or redeem the Premises from any tax sale or forfeiture affecting the Premises or
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contest any tax or assessment thereon. All monies paid for any of the purposes herein authorized and all
expenses paid or incurred in connection therewith, including attorneys’ fees, and any other monies
advanced by Mortgagee to protect the Premises and the lien hereof, shall be deemed additional
indebtedness secured hereby, and shall become immediately due and payable, with interest thereon at a
rate of the lesser of five hundred (500) basis points above the JPMorgan Chase Bank, N.A. Prime Rate
per annum or the maximum amount permitted by law. Inaction of Mortgagee shall never be considered
as a waiver of any right accruing to it on account of any default on the part of Mortgagor.

(b) To the extent that Mortgagee, on or after the date hereof, pays any sum under any
provision of law or any instrument or document creating any lien or other interest prior or superior to the
Jien of this Mortgage, or Mortgagor or any other person or entity pays any such sum with the proceeds of
the indebtedzns¢ secured hereby, Mortgagee shall have and be entitled to a lien or other interest on the
Premises equal it priority to the lien or other interest discharged and Mortgagee shall be subrogated to,
and receive and Gpiay all rights and liens possessed, held or enjoyed by, the holder of such lien, which
shall remain in exisience and benefit Mortgagee in securing the indebtedness secured hereby.

10. Events of Default. The following shall constitute an “Event of Default” under this
Mortgage:

(1) Mortgagor’s failure to pay, when due, any installment of principal or
interest if any, on the Note, ur to bay when due (taking into account applicable notice and cure
periods, if any) any other sums rzaxired to be paid by Mortgagor under the Loan Documents;

(i)  subject to Sect on 33 hereof, defauit by Mortgagor in the performance or
observance of any condition, warranty, re)restntation, covenant, provision or term (other than as
referred to in the other paragraphs of this Section 10) contamned herein or in the other Loan
Documents, which remains unremedied for thirty (30} days after written notice thereof from
Mortgagee to Mortgagor; provided, however, that'if any such default cannot reasonably be
remedied within said 30-day period and if Mortgagor shall have commenced to remedy such
default within said 30-day period and shall thereafter contizue diligently to effect such remedy,
then said 30-day period shall be extended to sixty (v0) days upon written request from
Mortgagor to Mortgagee delivered during such 30-day pericd;and upon further written request
from Mortgagor to Mortgagee delivered during said 60-day period.-said 60-day period shall be
extended to ninety (90) days, provided, however, that Mortgagee ‘shali.not be precluded during
any such periods from exercising any remedies available under any of the Loan Documents if its
security becomes or is about to become materially jeopardized by any feilure to cure a default
within such period;

(iii)  the occurrence of a default or an event of default by Morizagor under
any of the Project Loan Documenis or the Ground Lease, which default or event of default is not
timely cured pursuant to any applicable cure period as set forth in the Project Loan Documents
or the Ground Lease, whichever is applicable;

(iv)  a writ of execution, attachment or any similar process shall be issued or
levied against all or any portion of the Premises or any interest therein, or any judgment
involving monetary damages shall be entered against Mortgagor which shall become a lien on all
or any portion of the Premises or any interest therein and such execution, attachment or similar
process or judgment is not released, bonded, satisfied, vacated or stayed within ninety (50) days
after its entry or levy;
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(v)  any warranty, representation or statement made or fumnished to
Mortgagee by or on behalf of Mortgagor proving to have been false in any material respect when
made or furnished, so as to diminish in a material way the security provided in this Mortgage;

(vi)  the abandonment by Mortgagor of all or any portion of the Premises for
thirty (30) or more consecutive days;

(vil) Mortgagor’s failure to discharge any Charge in accordance with the
terms hereof or a failure to procure or maintain any insurance required hereunder;

(viii) the dissolution of Mortgagor or the entry of a decree or order for relief
by & Gourt having jurisdiction with respect to Mortgagor i an involuntary case under the federal
bankruptcy. laws, as now or hereafter constituted, or any other applicable federal or state
bankruptey, 4nsolvency or other similar law, or appointing a receiver, liquidator, assignee,
custodian; trustoa or sequestrator (or other similar official) of Mortgagor or for the Premises or
for any substantizl part of the property of Mortgagor or ordering the winding-up or liquidation of
the affairs of Mor'gegor and the continuance of any such decree or order unstayed and in effect

for a period of sixty (60).consecutive days;

(ix)  the crimmencement by Mortgagor of a voluntary case under the federal
bankruptey laws, as now or hereafter constituted, or any other applicable federal or state
bankruptcy, insolvency or other siznilar law, or the consent by Mortgagor to the appointment of
or taking possession by a receiver,-iisuidator, assignee, trustee, custodian or sequestrator (or
other similar official) of Mortgagor or'the Premises or of any substantial part of the property of
Mortgagor or of any royalties, revenues, rerts, issues or profits therefrom, or the making by
Mortgagor of any assignment for the benefit Of :reditors or the failure of Mortgagor generally to
pay its debts as such debts become due or thetaking of action by Mortgagor in furtherance of
any of the foregoing;

(x) a final, non-appealable judgment foi the payment of money in excess of
$100,000 shall be rendered by a court of record against. Meitgagor and Mortgagor shall not
discharge the same or provide for its discharge in accordance w:th ifs terms, or procure a stay of
execution thereof, within sixty (60) days from the date of entry théreof, or such longer period
during which execution of such judgment shall have been stayed;

(xi)  the occurrence of a Prohibited Transfer;

(xii) any event of default under any of the other Loan Docueits which has
not been cured within any applicable grace period; or

(xili) failure by Mortgagor to submit or cause to be submitted, on a timely
basis, documentation required under Section 12.01 of the Loan Agreement, or a determination by
Mortgagee, upon analysis of the documentation submitted by or on behalf of Mortgagor pursuant
to said Section 12.01, that Mortgagor is not complying in all material respects with its
obligations under said Section 12.01, the delivery by Mortgagee to Mortgagor of written notice
of such failure or such determination, and Mortgagor’s failure to cure such failure within thirty
(30) days of receipt of Mortgagee’s written notice.

11.  Acceleration Ete. Upon the occurrence of an Event of Default hereunder, Mortgagee
may elect to accelerate the maturity of the Note, causing the full principal balance of and accrued
interest, if any, on the Note, together with all other amounts then due and owing by Mortgagor to
Mortgagee under any of the Loan Documents, to become immediately due and payable at the place of

12
4811-2729-0625.6

e Aot 3 e A LR



0734409050 Page: 13 of 33

UNOFFICIAL COPY

payment as aforesaid, and Mortgagee may proceed to foreclose this Mortgage and to exercise any rights
and remedies available to Mortgagee under this Mortgage, the Assignment of Rents and Leases or any of
the other Loan Documents and to exercise any other rights and remedies against Mortgagor, or with
respect to the Note, which Mortgagee may have at law, in equity or otherwise; provided, however, that
upon the occurrence of an Event of Default under Section 10(viii) or (ix) hereof, the entire unpaid
principal of and interest, if any, on the Note (as the same may be reduced pursuant to the Loan
Agreement) shall, without any declaration, notice or other action on the part of Mortgagee, be
immediately due and payable, anything herein or in the other Loan Documents to the contrary
notwithstanding. Mortgagee may also elect to commence an action to enforce specifically any of the
provisions contained in any of the Loan Documents.

12. < ‘Remedies. Mortgagee’s remedies as provided in this Mortgage or the other Loan
Documents shalle cumulative and concurrent and may be pursued singularly, successively or together,
at the sole discretion of Mortgagee and may be exercised as often as occasion therefor shall arise, and
shall not be exclusi#e but shall be in addition to every other remedy now or hereafter existing at law, in
equity or by statute. Calure of Mortgagee, for any period of time or on more than one occasion, to
exercise any such remedy sball not constitute a waiver of the right to exercise the same at any time
thereafter or in the event .ol -any subsequent Event of Default. No act of omission or commission of
Mortgagee, including specificaliy any failure to exercise any right or remedy, shall be deemed to be a
waiver or release of the same; auy such waiver or release is to be effected only through a written
document executed by Mortgagee ard then only to the extent specifically recited therein. A walver or
release with reference to any one event snell not be construed as a waiver or release of any subsequent
event or as a bar to any subsequent exercise of Mortgagee’s rights or remedies hereunder. Except as
otherwise specifically required herein, notice oJ tiie exercise of any right or remedy granted to Mortgagee
by the Loan Documents is not required to be giver:

13.  Additional Indebtedness. In the eveiiihat: () the Note is placed in the hands of an
attorney for collection or enforcement or is collected or exforced through any legal proceeding; (b) an
attorney is retained to represent Mortgagee in any bankiuyicy, reorganization, receivership or other
proceedings affecting creditors’ rights and involving a claim-under any of the Loan Documents; {(c) an
attorney is retained to protect or enforce the lien of this Mortgage, or the liens or security interests of any
of the other Loan Documents; or (d) an attorney is retained to represent Mortgagee in any other
proceedings whatsoever in connection with the Loan Documents, or any property subject thereto, then
Mortgagor shall pay to Mortgagee all reasonable attorneys’ fees, and all cusis-and expenses incurred in
connection therewith.

14.  Waiver. Mortgagee’s failure to require strict performance by Ivfortgagor of any
provision of this Mortgage shall not waive, affect or diminish any right of Mortgages thereafter to
demand strict compliance and performance therewith, nor shall any waiver by Mortgagee of an Event of
Default waive, suspend or affect any other Event of Default under this Mortgage, whether the same is
prior or subsequent thereto, or of the same or a different type. Mortgagee’s delay in instituting or
prosecuting any action or proceeding or otherwise asserting its rights hereunder or under any of the other
Loan Documents, shall not operate as a waiver of such rights or limit them in any way so long as an
Event of Default shall be continuing.

15.  Right of Possession. To the extent permitted by law, in any case in which, under the
provisions of this Mortgage, Mortgagee has a right to institute foreclosure proceedings, whether before
or after the institution of such proceedings or before or after sale thereunder, Mortgagor shall, at the
option of Mortgagee, surrender to Mortgagee, and Mortgagee shall be entitled to take, actual possession
of all or any portion of the Premises personally or by its agents or attorneys, and Mortgagee, in its sole
discretion, may enter upon, take and maintain possession of all or any portion of the Premises.
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Upon taking possession of the Premises, Mortgagee may make all necessary or proper repairs,
decoration, renewals, replacements, alterations, additions, betterments and improvements in connection
with the Premises as it may deem judicious to insure, protect and maintain the Premises against all risks
incidental to Mortgagee’s possession, operation and management thereof, and may receive all rents,
issues and profits therefrom. Mortgagee shall have, in addition to any other power provided herein, all
powers and duties as provided for in Sections 5/15-1701, 5/15-1702 and 5/15-1703 of the Act.

16.  Appointment of Receiver. Upon or at any time after the filing of any complaint to
foreclose the lien of this Mortgage, the court may, upon application, appoint a receiver of the Premises.
Such appointment may be made either before or after foreclosure sale, without notice, without regard to
the solvency or insolvency, at the time of application for such receiver, of the person or persons, if any,
liable for ths payment of the indebtedness hereby secured, without regard to the value of the Premises at
such time and v aéther or not the same is then occupied as a homestead, and without bond being required
of the applicant. Mortgagee or any employee or agent thereof may be appeinted as such receiver. The
receiver shall have'the sower to take possession, control and care of the Premises and to collect all rents
and profits thereof during-the pendency of such foreclosure suit, and all powers and duties provided for
in Section 5/15-1704 of the  Act, and such other powers as the court may direct.

17. Foreclosure Sale. The Premises or any interest or estate therein sold pursvant to any
court order or decree obtained under iz Mortgage shall be sold in one parcel, as an entirety, or in such
parcels and in such manner or order.as Mortgagee, in its sole discretion, may elect, to the maximum
extent permitted by Illinois law. At any such sale, Morigagee may bid for and acquire, as purchaser, all
or any portion of the Premises and, in lieu of paying cash therefor, may make settlement for the purchase
price by crediting upon the indebtedness due th: amount of Mortgagee’s bid.

18.  Application of Proceeds from Foreciosure Sale. Subject to the rights of the Senior
Lender under the Semior Loan Documents, proceeds oI 2ny foreclosure sale of the Premises shall be
distributed and applied in the following order of priority: (i) ca.account of all costs and expenses incident
to the foreclosure proceedings, (ii) all other items which, arder the terms hereof, constitute secured
indebtedness additional to that evidenced by the Note, with infzrest thereon, (iii) all principal and
interest, if any, remaining unpaid on the Note, and (iv) any surplu: or rémaining funds to Mortgagor, its
successors or assigns, as their rights may appear.

19. Insurance Upon Foreclosure. Wherever provision is made in this Mortgage for
insurance policies to bear mortgage clauses or other loss payable clauses or'endorsements in favor of
Mortgagee, or to confer authority upon Mortgagee to settle or participate in ths seitlement of losses
under policies of insurance or to hold and disburse or otherwise control use of insuran<e proceeds, from
and after the entry of judgment of foreclosure all such rights and powers of Mortgagec su2ll continue in
Mortgagee as judgment creditor or mortgagee until confirmation of sale. Upon confinraricn of sale,
Mortgagee shall be empowered to assign all policies of insurance to the purchaser at the sate. In case of
an insured loss afier foreclosure proceedings have been instituted, the proceeds of any insurance policy
or policies, if not applied in restoring the Premises, shall be used to pay the amount due in accordance
with any foreclosure decree that may be entered in any such proceedings, and the balance, if any, shall be
paid as the court may direct.

20. Waiver of Statutory Rights. To the extent permitted by law, Mortgagor shall not apply
for or avail itself of any appraisement, valuation, redemption, reinstatement, stay, extension or
exemption laws or any so-called “Moratorium Laws” now existing or hereafter enacted, in order to
prevent or hinder the enforcement of foreclosure of this Mortgage and hereby waives the benefit of such
laws. Mortgagor, for itself, and all who may claim through or under it, waives any and all right to have
the property and estates comprising the Premises marshalled upon any foreclosure of the lien hereof and
agrees that any court having jurisdiction to foreclose such lien may order the Premises sold as an

14
4811-2729-0625.6




0734409050 Page: 15 of 33

UNOFFICIAL COPY

entirety. To the extent permitted by law, Mortgagor hereby expressly waives any and all rights of
redemption and reinstatement, on its own behalf and on behalf of each and every person having a
beneficial interest in Mortgagor, it being the intent hereof that any and all such rights of redemption or
reinstatement of Mortgagor and of all other persons are and shall be deemed to be hereby waived.
Mortgagor acknowledges that the Premises do not constitute agricultural real estate, as said term is
defined in Section 5/15-1201 of the Act or residential real estate as defined in Section 5/ 15-1219 of the
Act.

21. Partial Payments. Acceptance by Mortgagee of any payment which is less than
payment in full of all amounts due and payable at the time of such payment shall not constitute a waiver
of Mortgagee’s right to exercise its option to declare the whole of the principal sum then remaining
unpaid, togéthie: with all accrued interest, if any, thereon, immediately due and payable without notice, or
any other rights of Mortgagee at that time or any subsequent time, without its express written consent,
except and to the-cxtint otherwise provided by law.

22. Rescissizn of Election. Acceleration of maturity, once made by Mortgagee, may at the
option of Mortgagee be Tescinded, and any proceedings brought to enforce any rights or remedies
hereunder may, at Mortgagee’s option, be discontinued or dismissed. In either of such events, Mortgagor
and Mortgagee shall be restored (o their former positions, and the rights, remedies and powers of
Mortgagee shall continue as if such 4cceleration had not been made or such proceedings had not been
commenced, as the case may be.

73, Notice. Unless otherwise spedified, any notice, demand or request required hereunder
shall be given in writing at the addresses set forth-helow, by any of the following means: (a) personal
service; (b) electronic communications, whether by telex, telegram or telecopy; (c) overnight courier,
receipt requested; or (d) registered or certified mail, fet.rn receipt requested.

IF¥ TO MORTGAGEE: Chicago Housing Aut*ority
60 East Van Buren $t., 12th Floor
Chicago, [llinois 60605
Attention: Chief Executive Ofiicer

WITH COPIES TO: Chicago Housing Authority
60 East Van Buren St., 12th Floor
Chicago, Illinois 60605
Attention: General Counsel

AND TO: The Habitat Company LLC, as Receiver for
Chicago Housing Authority
350 West Hubbard Street
Chicago, Illinois 60610
Attn: President

15
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IF TO MORTGAGOR:

WITH COPIES TO:

Legends C-2, LLC

¢/o Brinshore Development LLC
666 Dundee Road — Suite 1102
Northbrook, Illinois 60062
Facsimile: 847-562-9401
Attention: David Brint

and

¢/o The Michaels Development Company, Inc.
One East Stow Road

Marlton, New Jersey 08053

Attention: President

and

¢/o The Michaels Development Company, Inc.
322 S. Green Street, Suite 212

Chicago, Illinois 60607

Attention: Whitney Weller

Apnicaate & Thorme-Thomsen
322 Scuth Green Street

Suite 40C

Chicago, 1iiinois 60607
Attention: Berueft P. Applegate

and

Levine, Staller, Skar, Chan, Brown & Donnelly
3030 Atlantic Avenue

Atlantic City, New Jersey 08401

Attention: Arthur M. Brown

and

TRGHT, Inc.

¢/o The Richman Group Capital Corporation
340 Pemberwick Road

Greenwich, CT 06831

Attention: Joanne Flanagan, Esq.

Such addresses may be changed by notice to the other parties given in the same manner as above
provided. Any notice, demand or request sent pursuant to either clause (a) or (b) above shall be deemed
received upon such personal service or upon dispatch by electronic means with confirmation of receipt.
Any notice, demand or request sent pursuant to clause (c) above shall be deemed received on the
Business Day immediately following deposit with the overnight courier and, if sent pursuant to clause (d)
above, shall be deemed received two (2) Business Days following deposit in the mail.

24.  Time. Time is of the essence with respect to the Loan Documents.

4811-2729-0625.6
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25. Modifications. This Mortgage may not be altered, amended, modified, cancelled,
changed or discharged except by written instrument signed by Mortgagor and Mortgagee or their
respective successors and assigns.

26.  Headings. The headings of articles, sections, paragraphs and subparagraphs in this
Mortgage are for convenience of reference only and shall not be construed in any way to limit or define
the content, scope or intent of the provisions hereof.

27.  Construction of Mortgage. This Mortgage shall be construed and enforced according to
the internal law of the State of Illinois without regard to its conflict of laws principles.

28 Severability. If any provision of this Mortgage, or any paragraph, sentence, clause,
phrase or wors, or the application thereof, in any circumstance, is held invalid, the remainder of this
Mortgage shall be-Construed as if such invalid part were never included herein and this Mortgage shall be
and remain valid andeforceable to the fullest extent permitted by law.

79 Gramma’. As used in this Mortgage, the singular shall include the plural, and
masculine, feminine and neuter nronouns shall be fully interchangeable, where the context so requires.

30.  Successors and Assigns. This Mortgage and each and every covenant, agreement and
other provision hereof shall be binding-upon Mortgagor and its successots and assigns (including,
without limitation, each and every record-cwmer of the Premises (subject to the release of certain CHA
Units pursuant to Section 3.01 of the Loat-A<reement) or any other person having an interest therein),
and shall inure to the benefit of Mortgagee and.its successors and assigns. Whenever Mortgagee is
referred to herein, such reference shall also incluce the Holder of the Note, whether so expressed or not.

31. Further Assurances. Mortgagor will periorm, execute, acknowledge and deliver every
act, deed, conveyance, transfer and assurance necessary or proger, in the sole judgment of Mortgagee, for
assuring, conveying, mortgaging, assigning and confirming wo Mortgagee all property mortgaged hereby
or property intended 5o to be, whether now owned or hereafter acquired by Mortgagor, and for creating,
maintaining and preserving the lien and security interest created.hercby on the Premises. Upon any
failure by Mortgagor to do so, Mortgagee may make, execute and recard any and all such documents for
and in the name of Mortgagor, and Mortgagor hereby irrevocably appoiats Mortgagee and its agents as
attorney-in-fact for that purpose. Mortgagor will reimburse Mortgagee ‘for-any sums expended by
Morigagee in making, executing and recording such documents including attorn >ys’ fees and court costs.

32. Indemnification. In addition to all other indemnities in favor of Morigzgee specifically
provided in this Mortgage, Mortgagor and Managing Member shall indemnify Morigzgee and save
Morigagee harmless from and against any and all loss, cost, damage, claim, liabiltiy ov expenses
(“Loss”) incurred by Mortgagee in connection with any and all claims, demands, actions, proceedings
(“Claim™) in connection with the Loan excluding, however: (1) any loss arising out of Mortgagee’s gross
negligence or willful misconduct in connection with the Loan; and (2) any loss arising after Mortgagee’s
acquisition of title to or control of the Premises.

33.  Subordinate Mortgage. This is a subordinate and junior mortgage on the Premises and
is subject and subordinate in each and every respect to any and all rights of any kind created by that
certain Mortgage dated of even date herewith from Mortgagor to Senior Lender, and recorded prior
hereto in the Office of the Cook County Recorder of Deeds, and any and all modifications, extensions,
amendments, restatements and replacements thereof, securing a note of even date therewith in the
principal amount of $18,488,215.00 in favor of JPMorgan Chase Bank, N.A. (the “Senior Lender”).
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34.  Security Agreement. This Mortgage shall be construed as a “security agreement”
within the meaning of and shall create a security interest under the Uniform Commercial Code as
adopted by the State of Illinois with respect to any part of the Premises which constitutes fixtures or
personal property. Mortgagee shall have all the rights with respect to such fixtures or personal property
afforded to it by said Uniform Commercial Code in addition to, but not in limitation of, the other rights
afforded Mortgagee by this Mortgage or any other agreement. Upon the recording hereof, this Mortgage
shall constitute a financing statement under the Uniform Commercial Code. This Mortgage is a
“construction mortgage” as that term is defined in Section 9-313(1)(c) of said Uniform Commercial
Code. In connection with the Loan, Mortgagor hereby authorizes Mortgagee to file one or more
financing statements, continuation statements, amendments or other documents, with or without the
signature of Mortgagor or Mortgagee, and to name therein Mortgagor as debtor and Mortgagee as
secured party;.aad to correct or complete any financing statements, continuation statements, amendments
or other docum<nis naming Mortgagor as debtor and Mortgagee as secured party.

35,  Ng Mezger. It being the desire and intention of the parties hereto that this Mortgage and
the lien thereof do not incrge in fee simple title, it is hereby understood and agreed that should
Mortgagee acquire any additional or other interests in or to the Premises or the ownership thereof, then,
unless a contrary interest'is manifested by Mortgagee, as evidenced by an appropriate document duly
recorded, this Mortgage and the lie= thereof shall not merge in the fee simple title, toward the end that
this Mortgage may be foreclosed as if swned by a stranger to the fee simple title.

36. Protective Advances; . Maximam Amount of Indebtedmess. All advances,
disbursements and expenditures made by Morigagee before and during a foreclosure, and before and
after judgment of foreclosure, and at any time prior to sale, and, where applicable, after sale and during
the pendency of any related proceedings, for the fcllowing purposes, in addition to those otherwise
authorized by this Mortgage or by the Act collectively ‘Protective Advances”), shall have the benefit of
all applicable provisions of the Act, including those provisions of the Act hereinbelow referred to:

(a)  all advances by Mortgagee in accoidznce with the terms of this Mortgage to:
(i) preserve or maintain, repair, restore or rebuild the-improvements upon the Premises;
(ii) preserve the lien of this Mortgage or the priority theteof; or (iii) enforce this Mortgage, as
referred to in Subsection (b)(5) of Section 5/15-1302 of the Ac?,

(b) payments by Mortgagee of: (i) when due, installwents of principal, interest or
other obligations in accordance with the terms of the Senior Mortgage, if anv, or other prior lien
or encumbrance; (ii) when due, installments of real estate taxes and as{essraents, general and
special and all other taxes and assessments of any kind or nature whatsoever -wiich are assessed
or imposed upon the Premises or any part thereof; (iii) other obligations aviperized by this
Mortgage; or (iv) with court approval, any other amounts in connection withwther liens,
encumbrances or interests reasonably necessary to preserve the status of title, as referred to in
Section 5/15-1505 of the Act;

(c) advances by Mortgagee in setilement or compromise of any claims asserted by
claimants under senior morigages or any other liens;

(d) attorneys’ fees and other costs incurred: (i) in connection with the foreclosure of
this Mortgage as referred to in Sections 5/15-1504(d)(2) and 5/15-1510 of the Act; (i) in
connection with any action, suit or proceeding brought by or against Mortgagee for the
enforcement of this Mortgage or arising from the interest of Mortgagee hereunder; or (iii) in the
preparation for the commencement or defense of any such foreclosure or other action;

18
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()  Mortgagee’s fees and costs, including attorneys’ fees, arising between the entry
of judgment of foreclosure and the confirmation hearing as referred to in Subsection (b)(1) of
Section 5/15-1508 of the Act;

6] advances of any amount required to make up a deficiency in deposits for
installments of taxes and assessments and insurance premiums as may be authorized by this
Mortgage;

(g) expenses deductible from proceeds of sale as referred to in Subsections (a) and
(b) of Section 5/15-15]12 of the Act; and

(h)  expenses incurred and expenditures made by Mortgagee for any one or more of
the foliowving: (i) if the Premises or any portion thereof constitutes one or more units under a
condomitioznr declaration, assessments imposed upon the unit and/or the unit owner thereof;
(ii) if any inierest in the Premises is a leasehold estate under a lease or sublease, rentals or other
payments requir<d ‘o be made by the lessee under the terms of the lease or sublease; (ii)
premiums for castaliv-and liability insurance paid by Morigagee whether or not Mortgagee or a
receiver is in possession; if reasonably required, in reasonable amounts, and all renewals thereof,
without regard to the limifation to maintaining of existing insurance in effect at the time any
receiver or mortgagee takes posssssion of the Premises imposed by Subsection (c)(1) of Section
5/15-1704 of the Act; (iii) repair-or restoration of damage or destruction in excess of available
insurance proceeds or condemnation awards; (iv) payments required or deemed by Mortgagee to
be for the benefit of the Premises or{riired to be made by the owner of the Premises under any
grant or declaration of easement, easement agreement, agreement with any adjoining land
owners oOr instruments creating covenarts or restrictions for the benefit of or affecting the
Premises; and (v) pursuant to any lease or otner agreement for occupancy of the Premises and/or
any portion thereof; (vi) shared or common expeise assessments payable to any association or
corporation in which the owner of the Premises is a member in any way affecting the
Premises:(vii) costs incurred by Mortgagee for demciition, preparation for and completion of
construction, as may be authorized by the applicable commitment or loan agreement; and
(viii) pursuant to any lease or other agreement for occupancy of the Premises.

All Protective Advances shall be so much additional indebtedness secured by this Mortgage, and
shall become immediately due and payable without notice and with interest, if any, thereon from the date
of the advance until paid at the rate of interest payable after default under the terms of the Note.

This Mortgage shall be a lien for all Protective Advances as to subsequeiy purchasers and
judgment creditors from the time this Mortgage is recorded pursuant to Subseztion (b) (1) of
Section 5/15-1302 of the Act.

All Protective Advances shall, except to the extent, if any, that any of the same is clearly
contrary to or inconsistent with the provisions of the Act, apply to and be included in:

(D) the determination of the amount of indebtedness secured by this Mortgage at any
time;

) the indebtedness found due and owing to Mortgagee in the judgment of
foreclosure and any subsequent supplemental judgments, orders, adjudications or findings by the
court of any additional indebtedness becoming due after such entry of judgment, it being agreed
that in any foreclosure judgment, the court may reserve jurisdiction for such purpose;

3) if the right of redemption has not been waived by this Mortgage, computation of

19
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amount required to redeem, pursuant to Subsections (d) (2) and (e) of Section 5/15-1603 of the
Act;

(4) the determination of amounts deductible from sale proceeds pursuant to
Section 5/15-1512 of the Act;

(5) the application of income in the hands of any receiver or mortgagee in
possession; and

(6) the computation of any deficiency judgment pursuant to Subsections (b) (2) and
(¢} of Sections 5/15-1508 and Section 5/15-1511 of the Act.

The mzximum amount of indebtedness sccured by this Mortgage shall be $6,687,875.00, plus
interest under thé Mote, plus any disbursements for the payment of taxes and insurance on the Premises,
plus interest thereon i applicable, and any other sums advanced in accordance with the terms hereof or
any of the other Loan-Dseuments to protect the security of this Mortgage, or any of the other Loan
Documents, plus interest therzon.

All obligations of Morigzgri- hereunder shall terminate upon the discharge of all indebtedness
secured by this Mortgage. Upon that. discharge, Mortgagee shall execute, record and deliver to
Mortgagor a Release of this Mortgage

37. Non-Recourse Loan. () "Subject to the terms of the Note, and notwithstanding any
provision herein to the contrary, the indebtedness secured hereunder shall be non-recourse and in the
event of an Event of Default hereunder, Mortgzgee's sole source of satisfaction of repayment of the
amounts due to Mortgagee hereunder or under any of the other Loan Documents shall be limited to
Mortgagee’s rights with respect to the collateral pledged and assigned hereunder, if any or under the
HOPE VI Assignment of Rents and Leases or any of the otaer L.oan Documents.

(b) Nothing herein or in any of the other Loan Documents-chall limit the rights of Mortgagee,
following any of the events hereinafter described to take any acticu as.nay be necessary or desirable to
pursue Mortgagor or its Managing Member for any and all Losses incitred by Mortgagee arising from:
(i) 2 material misrepresentation, fraud made in writing or misappropriatisn of funds by Mortgagor or its
Managing Member; (ii) intentional or material waste to the Premises; 111y use of proceeds of the
indebtedness evidenced by the Note for costs other than Eligible Costs;' tiv) the occurrence of a
Prohibited Transfer without Mortgagee’s prior written consent, to the extent such Frohibited Transfer
results from the intentional, willful, voluntary and/or negligent acts or omissions-of Mortgagor or its
Managing Member; (v) any breach of Mortgagor’s representations, warranties or covedants regarding
Hazardous Materials or Environmental Laws contained in any of the Loan Documents (giving effect to
the provisions of Article XVII of the Ground Lease, including any limitations on Mortgagotr’s liability
thereunder); (vi) the occurrence of any uninsured casualty to the Premises or other collateral or security
provided under any of the Loan Documents for which there has been a failure to maintain insurance
coverage as required by the terms and provisions of the Loan Documents; (vii) the misappropriation or
misapplication of insurance proceeds or condemnation awards relating to the Premises or other collateral
or security, if any, provided under any of the Loan Documents; or (viii) any inaccuracy in the statements
in affidavits, if any, provided to Mortgagee in conjunction with the credit given and transaction
evidenced or secured by this Mortgage.

(c) Mortgagee waives any and all right to seek or demand any personal deficiency judgment
against Mortgagor or its partners, in conjunction with a foreclosure proceeding, under or by reason of
any of the non-recourse monetary obligations of Mortgagor; provided, bowever, that the foregoing shall
not limit or affect Mortgagee’s right to sue or otherwise seek recourse against Mortgagor or its Managing
Member in any separate action or proceeding for all Losses incurred by Mortgagee arising from any of

20
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the matters described in the foregoing subparagraph (b).
38. [Intentionally omitted.]

39. Investor Notice and Cure. So long as TRGHT, Inc., a Delaware corporation or any
affiliate thereof (“Investor”) is a member of Mortgagor and has notified Mortgagee in writing of its name
and address, Mortgagee agrees, simultaneously with the giving of each notice hereunder, to give a
duplicate copy thereof to the Investor; provided that a failure on the part of Mortgagee to give such
notice to the Investor shall not affect the effectiveness of the notice of Mortgagor. The Investor shall
have the same cure period after the giving of notice as provided to Mortgagor. Mortgagee agrees to
accept such performance on the part of the Investor as though the same had been done or performed by
Mortgagor.

40. AHP Loan. Reference is made to the provisions of the Loan Agreement regarding the
AHP Loan described toerein. In the event that the provisions of the Loan Agreement regarding the AHP
Loan are satisfied and'comnlied with: (a) Exhibit C shall be deemed to amended to add those AHP Loan
Documents that are recotded as Permitted Exceptions that are subordinate to this Mortgage and the other
Loan Documents; and (b)ilie AHP Loan and the AHP Loan Documents shall not be a Prohibited
Transfer under Section 8 hereof.

41, No Cross Default. Notwithstanding anything to the contrary contained in this
Mortgage, Mortgagee agrees that a defailt under the Capital Funds Loan Documents shall not, in and of
itself, constitute a default under this Mortgage.. -Rather, the events which give rise to a default under this
Mortgage and the other HOPE VI Loan Do:uments shall be determined solely by reference to the
provisions of the HOPE VI Loan Documents.

[Signatures appear on iz following page.]

21
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IN WITNESS WHEREOF, Mortgagor has caused these presents to be signed and attested to on
the day and vear first above written.

Legends C-2, LLC,
an Illinois limited liability company

By:  Legends C-2 Manager, LLC,
an [llinois limited liability company,
its managing member

By: Brinshore Holding, LLC,
an Hlinois limited liability company,
a member

By:. Brinshore Development, L.L.C.,
arHlinois limited liability company,
its;so'e member

By:  BrintDevelopment, Inc.,
an (llinziz corporation,

its metber
™. RO X

By: :
David B int, President

By:  Michaels Chicago Holding Company, 11C,
an lllinois limited liability company,

a member ‘
By: e

Name: _ Jiohn_ D'Dpnne |
Title: IDENT

4811-2729-0625.6
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ACKNOWLEDGMENTS

State of [linois )

. }SS
County of CGO }{ )

This instrument was acknowledged before me on DG C 5 , 2007, by David Brint,
as President of Brint Development, Inc., in its capacity as member of Brinshore Development, L.L..C., in
its capacity as sole member of Brinshore Holding, LLC, in its capacity as member of Legends C-2
Manager, LLC, in its capacity as managing member of Legends C-2, LLC.

Notary Pdblic ] U,
“TOFFICIAL SEAL %

Margaret A. Grassano
.Y 25 N Public, State of 1ilinois
State of | A,’lwd’j 7 20‘3 M;‘i:\r'yu:mq;mn Exp. 07/18/2010
N b A &*rmw,&wumww
County of @u‘f v\r\j‘"ﬁ/\ 3
This instrument was acknowledged before me on ‘ Eg‘ __7) , 2007, by
Toha O'Dpanell Jas M JAE PRE  NE/T of Michaels Chicago I-Ioldmg

Company, LLC, in its capacity as member (£ rpends C-2 Manager, LLC, in its capacity as managing

member of Legends C-2, LLC.
(it 4
AL pa M A Y e

Notziy Vehlic
My con'm'ssion expires:

CATHERINE A. FREAS

WOZARY PUBLICOF MEW JERCEY
Conprissdn Fundrg 67072010

4811-2725-0625.6
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Legal Description
Legends South Phase C-2 (Hope VI Loan)

PARCEL 1:

Leasehold estate created by Ground Lease dated as of December 1, 2007 between Chicago
Housing Authority, an Illinois municipal corporation, landlord, and Legends C-2, LLC, an [llinois
limited lability company, tenant, recorded contemporancously herewith, demising and leasing for
a term of 99 years expiring on November 30, 2106, the following described tracts, to wit:

Tract 1

Lots 1 tarsngh 7, both inclusive, in Legends Wabash (a resubdivision of the south 40
feet of Lot 2 and Lots 3, 4, 5, 6, 7, and 8 {except that part taken for the widening of
Wabash Aveaue)-in Block 10 of Pryor and Hopkins Subdivision of the West ' of the
Northwest % of Ssction 3, Township 38 North, Range 14 East of the Third Principal
Meridian, in Cook Conaty, Illinois), according to the plat thereof, recorded November 14,
2007 as document nunibsi 0731803070, in Cook County, Illinois.

PINs:

20-03-118-012
20-03-118-013
20-03-118-014
20-03-118-015

20-03-112-016
20-03-118-019
20-03-118-020
20-03-118-02!

20-03-118-022
20-03-118-023
20-03-118-024
20-03-118-033

Commonly known as the following addresses, ali i Chicago, Ilinois:

4206 S. Wabash Ave. 4216 S. Wabash Ave. 4228 S. Wabash Ave.
4208 S. Wabash Ave. 4220 S. Wabash Ave. 4230 S. Wabash Ave.
4210 S. Wabash Ave. 4226 S. Wabash Ave. 4236 S. Wabash Ave.

Tract 2:

Lots 1, 2, and 4 through 9, both inclusive, in Legends 4100 Prarie (a resubdivision of
Lots 1 through 13, both inclusive, 6ﬂ0wner’s Subdivision of Lots 13 ‘hrough 24, both
inclusive, in Andrew’s Subdivision of the Northwest Y of the Southéast Y of the
Northwest % of Section 3, Township 38 North, Range 14 East of the “t2mid Principal
Meridian, in Cook County, Illinois), according to the plat thereof, recorded Navember 14,
2007 as document number 0731803069, in Cook County, Illinois.

PINs:

20-03-115-021 (this number affects land and other property)
20-03-115-022 (this number affects land and other property)
20-03-115-019 20-03-115-029

20-03-115-020 20-03-115-033

20-03-115-023 20-03-115-034

20-03-115-026
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Commonly known as the following addresses, all in Chicago, lllinois:

223 E. 41° St. 4120 S. Prairie Ave. 4134 S. Prairie Ave.
225 E. 41% St 4122 S. Prairie Ave. 4136 S. Prairie Ave.
4108 S. Prairie Ave. 4128 S. Prairie Ave. 4142 S. Prairie Ave.
4112 S. Prairie Ave. 4132 S. Prairie Ave. 4148 8. Prairie Ave.
Tract 3:

Lots 3 and 4 in Legends Indiana (a resubdivision of Lots 1 through 5, both inclusive, in
Block 1 of Pryor and Hopkins Subdivision of the West %2 of the Northwest ¥ of Section
3, Township 38 North, Range 14 East of the Third Principal Meridian, in Cook County,
Illinais), according to the plat thereof, recorded November 14, 2007 as document number
0731803068, in Cook County, Illinois.

PINs:
20-03-102-024
20-03-102-025 (his number affects the land and other property)

Commenly known as ile 1ollowing addresses, all in Chicago, Illinois:
3916 S. Indiana Ave.
31920 S. Indiana Ave.

Tract 4:

Lot 1 in Legends 4200 Prairic (a resibd.vision of Lot 5 (except the north 1 ¥ inches
thereof), all of Lots 6 and 7 and the Nortli . of Lot 8 in Broad’s Subdivision of the West
2/3 of the Southwest ¥ of the Southeast ¥ of {ne Northwest 4 of Section3, Township 38
North, Range 14 East of the Third Principzi 14eridian, in Cook County, Hlinois),
according to the plat thereof, recorded Noven:ber 14, 2007 as document number
0731803067, in Cook County, Illinois.

PINs:
20-03-121-026
20-03-121-040

Commonly known as the following addresses, all in Chicago, Illinois:

4220 S. Prairie Ave. 4228 S. Prairic Ave.

4222 S. Prairie Ave. 4230 8. Prairic Ave.

4224 S. Prairic Ave. 4232 S. Prairie Ave.

4226 S. Prairie Ave. 4234 S. Prairie Ave.
PARCEL 2:

All buildings and improvements located, or to be located after the date of the aforesaid ground
leasc, on the leasehold estate hereinabove described as Parcel 1.

#76968
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EXHIBIT B

INSURANCE REQUIREMENTS

L CONSTRUCTION INSURANCE REQUIREMENTS

Mortgagor shall procure and maintain, directly or through the General Contractor at all times the types of
insurance specified below in order to protect the Mortgagee, its Commissioners, Board, officers, agents
and employers, and the Receiver, in its capacity as Receiver, from the acts, omissions and negligence of
the Mortgzger, General Contractor, its officers, officials, subcontractors, joint venture, partners, agents
or employees with regard to the construction of the Project. The insurance carriers used must be
authorized to condret business in the State of Iflinois and shall have a BEST Rating of not less than an
“A” except wherc noimal

A Requiredinsurance Coverages for Subcontractors:

1. Workere Cdimpensation and QOccupational Disease Insurance in accordance with
the laws of e State of Illinois (Statutory) Coverage A, and Employer’s
Liability, Coverage B, in an amount of not less than
$500,000/$500,000/8500,000.

2. Commercial Liability. Insnrance Commercial Liability Insurance provided is to
have a limit of not less ‘thar. One Million Dollars ($1,000,000) per occurrence
with a Per Project aggregat: of not less than Two Million Dollars ($2,000,000)
(i.e. $1,000,000/$2,000,000). in-addition to the stipulations outlined above, the
insurance policy is to include <coverage for Contractual Liability, Products-
Completed Operations, Personal & Advertising Injury and will also cover injury
to Mortgagor’s and General Contractor’s ceznective officers, employees, agents
subcontractors, invitees and guests and iheir personal property. The Authority
and Receiver are to be endorsed as additionsr insureds on the policy and such
insurance will be endorsed as primary and ron-Contributory with any other
insurance available to the Authority.

3. Automobile Liability Insurance. When any motor vehic'es (owned, non-owned
and/or hired) are used in connection with the construction tu he.performed for
such Development, Comprehensive Automobile Liability Insurance with limits
of not less than One Million Dollars ($1,000,000) per occurrerce CSL, for
bodily injury and property damage. The Mortgagee and Receiver are to be
endorsed as additional insureds on the policy and such insurance will be
endorsed as primary and non-contributory with any other insurance available to
the Authonty.

4, Professional Liability (Errors & Omissions). When any architects, engineers,
construction managers, lawyers, property managers, security companies or other
professional consultants perform work in connection with the Rental
Development, Professional Liability insurance covering acts, errors or omissions
shall be maintained with limits of not less than Five Million Dollars
($5,000,000) per occurrence for each professional of record. When policies are
renewed or replaced, the policy retroactive date must coincide with, or precede,
start of services under the contract. A Claims-made policy which is not renewed
or replaced must have an extended reporting period of two (2) years.

4811-2729-0625.6 B-1
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Lead/Asbestos Abatement Liability. When any lead and/or asbestos
abatement liability work is performed in connection with the contract, the
requirements of C.2, below, must be satisfied.)

Required Insurance Coverages for General Contractor;

1.

Workers Compensation and Occupational Disease Insurance in accordance with
the laws of the State of Illinois (Statutory) Coverage A, and Employer’s
Liability, Coverage B, in an amount of mnot less than
$500,000/$500,000/$500,000.

Commercial Liability Insurance, Commercial Liability Insurance provided is to
have a limit of not less than One Million Dollars ($1,000,000) per occurrence
with a Per Project aggregate of not less than Two Million Dollars (52,000,000)
Ve, $1,000,000/82,000,000). In addition to the stipulations outlined above, the
irswance policy is to include coverage for Contractual Liability, Products-
Ceanpleted Operations, Personal & Advertising Injury and will also cover injury
to Moitgagar’s and General Contractor’s respective officers, employees, agents
subcontractors;invitees and guests and their personal property. The Mortgagee
and Receive: are to be endorsed as additional insureds on the policy and such
insurance will ‘e endorsed as primary and non-contributory with any other
insurance available t4 tiie Mortgagee.

Automobile Liability Incurarce. When any motor vehicles (owned, non-owned
and/or hired) are used in ccanection with the construction to be performed for
such Development, Comprehesisive Automobile Liability Insurance with limits
of not less than One Million Collars ($1,000,000) per occurrence CSL, for
bodily injury and property damagé. The Mortgagee and Receiver are to be
endorsed as additional insureds ou the policy and such insurance will be
endorsed as primary and non-contributory with any other insurance available to
the Mortgagee.

Excess Liability. The General Contractor shall secure rxcess Liability insurance
in the amount of not less than Ten Million Dcliars ($10,000,0600) per
occurrence. This coverage will be excess of the General Liabr'ity, Auto Liability
and Employers Liability coverages. The General Coutractor’s insurance
coverage will be excess of all subcontractors with which it conteacts to provide
services for this development. The Mortgagee, Receiver, and the Maortgagor are
to be endorsed as additional insureds on the General Contracior’s Excess
Liability policy.

Required Insurance Coverages for Mortgagor:

1.

Excess Liability. The Mortgagor shall secure Excess Liability insurance in the
amount of not less than Ten Million Dollars ($10,000,000). This coverage will
be excess of the General Liability, Auto Liability and Employers Liability
coverages. The Mortgagor’s excess coverage will include the stipulation of such
coverages being excess of the General Contractor and ail subcontractors
providing service to this development. The Mortgagee and Receiver are to be
endorsed as additional insureds on this insurance. Mortgagor shall provide proof
of this insurance to Mortgagee.

B-2
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2. Contractors Pollution Liability. If the scope of work covers working with or
around hazardous materials or pollutants, the General Contractor, or the
subcontractor working with or around hazardous materials or pollutants shall
purchase Contractor’s Pollution Liability insurance policy, on an occurrence
basis (claims made is not acceptable), covering any bodily injury, liability, and
property damage liability, arising out of pollutants including hazardous materials
such as asbestos, lead, etc. or contaminated soil, including while in transit to a
permanent disposal facility which may arise from activities under or incidental
to the contract, whether such activities be by the Contractor or by any of his
subcontractors or by anyone directly or indirectly employed or otherwise
contracted by any of them. This policy shall be maintained with limits of not less
than Five Million Dollars ($5,000,000) per occurrence. Mortgagor, General
Contractor, such subcontractor, the Mortgagee and the Receiver are all to be
named as insureds, either directly, or by endorsement as additional insureds on
the policy, and such insurance will be endorsed as primary and non-contributory
with any other insurance available to the Mortgagee. Mortgagor shall provide
proof of this insurance to Mortgagee.

K Workers Compensation and Emplover’s Liability. Workers Compensation and
Occupaticnal Nisease Insurance in accordance with the laws of the State of
Illinois (Statitory) Coverage A, and Employer’s Liability, Coverage B, in an
amount of not less than $500,000/$500,000/3500,000.

4, Automobile Liability” Insurance. When any motor vehicles (owned, non-owned
and/or hired) are used in/connection with the construction to be performed for
the Project, Mortgagor shali niovide, directly or through the General Contractor,

.....

Million Dollars ($1,000,000) per eicnrrence CSL, for bodily injury and property
damage. The Mortgagee and Receiver are to be endorsed as an additional
insureds on the policy and such insuruice will be endorsed as primary and non-
contributory with any other insurance avai able to the Mortgagee.

5. Builders Risk. The Mortgagor shall provide, dizectiy or through the General
Contractor for the Project an All Risk Builders K sk/Insurance in accordance
with HUD’s 5370 form (paragraph 36b), covering impiovements, betterments,
and/or repairs, at replacement cost, for all materials, supplies, equipment,
machinery and fixtures that are or will be part of the permaaeut project.

Evidence of Insurance. Prior to the commencement of construction activities, the
Mortgagor directly or through the General Contractor shall furnish the Muorigagee, for
record keeping purposes only, with satisfactory evidence that the Mortgagor, General
Contractor and subcontractors have the insurance coverages set forth above. The
Mortgagor and/or General Contractor shall be required to ensure that all subcontractors
comply with the Mortgagee’s minimum coverage requirements. It is the responsibility of
the Mortgagor, and/or General Contractor to secure and maintain proof of coverage for
all entities that it contracts with that provide services to this Development. Proof of
insurance records must be available for review by the Mortgagee within twenty-four (24)
hours of being requested. Said policies shall not be modified, canceled, non-renewed, or
permitted to lapse until final completion and approval of the performance of the General
Contractor’s contract and shall contain a provision that the policy will not be modified,
canceled non-renewed or permitted to lapse until not less than thirty (30) days after the
Mortgagee has received written notice, by certified or registered mail, that the
modification, cancellation, non-renewal or lapse of such policy is contemplated.

B-3
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E. The Mortgagor shall advise, and cause each General Contractor to advise, all insurers of
the contract provisions regarding insurance. The failure of the Mortgagor, or any General
Contractor to notify insurers of the contract provisions shall not relieve Mortgagor from
its insurance obligations hereunder, Nonfulfillment of the insurance provisions shall
constitute a breach of the General Contractor’s contract and this Mortgage and the
Mortgagee retains the right to stop work until proper evidence of insurance is provided.

F. Renewal Certificates of Insurance, requested endorsements, or such similar evidence is

to be received by the Mortgagee’s Risk Management Department, prior to expiration of
insurance coverage. At the Mortgagee’s option, non-compliance will result in one or
more of the following actions: (1) The Receiver or Mortgagee will purchase insurance on
behalf of Mortgagor and will charge back all costs to Mortgagor; (2) the General
“outractor will be immediately removed from the property and its contract revoked; or
(3yal’ nayments due Mortgagor and General Contractor will be held until Mortgagor has
comp.icd with the contract. The receipt of any certificate by the Mortgagee or the
Receiver 4oss not constitute agreement by the Mortgagee or the Receiver that the
insurance. rzquirements in the Agreement have been fully met or that the insurance
policies indicaied on the certificate are in compliance with the requirements of the
Agreement. The Morteagor, and/or General Contractor shall be required to ensure that
all subcontractors c¢mply with the Mortgagee’s minimum coverage requirements. It is
the responsibility of thi Mortgagor and/or General Contractor to secure and maintain
proof of coverage for all entities that it contracts with that provide services to the
Project. Proof of insurance reCords must be available for review by the Mortgagee within
twenty-four (24) hours of being requested

G. If any of the required insurance is undsrwritten on a claims made basts, the retroactive
date shall be prior to or coincident with the date of the General Contractor’s contract,
and the Certificate of Insurance shall state the coverage is “claims-made” and also the
Retroactive Date. Any extended reporting peiiod premium (tail coverage) shall be paid
by Mortgagor, directly or through the General oniractor for the Development. It is
further agreed that all insurance policies required heréinder shall provide the Mortgagee
with not less than a thirty (30) days notice in the eveat of the occurrence of any of the
following conditions: aggregate erosion in advance of the ketroactive Date, cancellation
and/or non renewal.

H. The Mortgagor shall provide to the Mortgagee, prior to commencariest of construction
and upon each renewal or replacement of a policy required hereunder; 2ud in any event
not less than annually, a certified copy of the insurance policies required hereunder and
all endorsements.

L The Mortgagor shall require, directly or through the General Contractor, that all
subcontractors performing work for the Project carry the insurance required herein or the
Mortgagor or the General Contractor may provide the coverage for any or all of its
subcontractors, and if so, the evidence of insurance submitted shall so stipulate and
adhere to the same requirements and conditions as outlined in Section “A” above.
Evidence of such coverage must be submitted to Mortgagee for record keeping purposes
only.

IL MORTGAGOR’S INSURANCE REQUIREMENTS AT ALL TIMES

The Mortgagor agrees to procure and maintain at all times the types of insurance specified below in
order to protect the Mortgagee from the acts, omissions and negligence of the selected respondent, its
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officers, officials, subcontractors, joint venture, partners, agents or employees. The insurance carriers
used by the Mortgagor must be authorized to conduct business in the State of Illinois and shall have a
BEST Rating of not less than an “A”. The insurance provided shall cover all operations under this
Mortgage, whether performed by the Mortgagor and/or subcontractor(s).

A Required Insurance Coverages:

1.

4811-2729-0625.6

Workers Compensation and Occupational Disease Insurance in accordance with
the laws of the State of Illinois (Statutory) Coverage A, and Employer’s
Liability, Coverage B, in an amount of not less than
$500,000/$500,000/$500,000.

All-Risk Property Damage: Mortgagor shall obtain an all-risk property policy in
the amount of the full replacement value, including improvements and
betterments, covering damage to or loss of the Premises. The insurance shall
include the following extensions: business interruption/loss of rents, and boiler
aid machinery, if applicable. The policy shall list Mortgagee as loss payee.

Commier.izi Liability Insurance. Commercial Liability Insurance provided is to
have a limit oS not less than One Million Dollars ($1,000,000) per occurrence
with a Per Project aggregate of not less than Two Million Dollars ($2,000,000)
(i.e. $1,000,000/$2000,000). In addition to the stipulations outlined above, the
insurance policy is'ts include coverage for Contractual Liability, Products-
Completed Operation, Personal & Advertising Injury and will also cover injury
to Mortgagor’s officers, employees, agents, subcontractors, invitees and guests
and their personal property (1he Mortgagee and Receiver are to be endorsed as
additional insureds on the polizy and such insurance will be endorsed as primary
and non-contributory with any otlier'insurance available to the Mortgagee.

Automobile Liability Insurance. Wiien any-motor vehicles (owned, non-owned
and hired) are used in connection with the Services to be performed, the
Mortgagor shall provide Comprehensive Auviomobile Liability Insurance with
limits of not less than One Million Dollars ($1,000.500) per occurrence CSL, for
bodily injury and property damage. The Mortgzgee and Receiver are to be
endorsed as additional insureds on the Mortgagor’s. tolicy and such insurance
will be endorsed as primary and non-contributory wiln any other insurance
available to the Mortgagee.

Professional Liability. When any architects, engineers, constructicn managers,
property managers or other professional consultants perform work in connection
with this contract, Professional Liability insurance covering acts, errors or
omissions shall be maintained with limits of not less than Five Million Dollars
($5,000,000) per occurrence for each professional of record. Coverage
extensions shall include Blanket Contractual Liability. When policies are
renewed or replaced, the policy retroactive date must coincide with, or precede,
start of Services under this Agreement. A Claims-made policy which is not
renewed or replaced must have an extended reporting period of two (2) years.

Blanket Crime. When the Mortgagor’s service agreement requires the handling
of funds or valuable papers, Mortgagor shall provide Blanket Crime coverage
covering all persons liable under this Agreement, against loss by dishonesty,
robbery, burglary, theft, destruction or disappearance, computer fraud, credit
card forgery and other related crime risks. The policy limit shall be written to
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cover losses in the amount of the maximum monies collected, received and/or in
the Mortgagor’s care at any given time.

Excess Liability coverage, if applicable, is to follow form of the Primary
Insurance requirements outlined above.

B. Related Reguirements

1.

4811-2729-0625.6

The Mortgagor shall advise all insurers of the contract provisions regarding
insurance. The failure of the Mortgagor to notify insurers of the contract
provisions shall not relieve Mortgagor from its insurance obligations under this
contract. Nonfulfillment of the insurance provisions shall constitute a breach of
the contract and the Mortgagee retains the right to stop work until proper
evidence of insurance is provided.

“he Mortgagor shall furnish the Mortgagee, Risk Management Department, 60
£ast Van Buren St., 11th Floor, Chicago, [llinois 60605, original Certificates of
Insrance evidencing the required coverages to be in force on the Effective Date
of thi¢” Mortgage. In addition, copies of the endorsement(s) adding the
Mortgageé and Receiver to your policy as an additional insureds is required.

Renewal Certificates of Insurance, requested endorsements, or such similar
evidence is to be¢ rxccived by the Risk Management Department prior to
expiration of insurancs coverage. At the Mortgagee’s option, non-compliance
will result in one or mcie of the following actions: (1) The Mortgagee will
purchase insurance on bekalf~of Mortgagor and will charge back all costs to
Mortgagor; (2) Mortgagor “wiil ‘be immediately removed from Mortgagee
property and contract revoked; (5)ai! payments due Mortgagor will be held until
Mortgagor has complied with the ‘contract; or (4) Mortgagor will be assessed
Five Hundred Dollars ($500) for every dav of non-compliance. The receipt of
any certificate does not constitute agreem¢nt by the Mortgagee that the insurance
requirements in the Agreement have been fullvanet or that the insurance policies
indicated on the certificate arc in compliance ‘with the requirements of the
Agreement. The insurance policies shall provide for thirty (30) days written
nofice to be given to the Mortgagee in the event voverage is substantially
changed, canceled or non-renewed.

If any of the required insurance is underwritten on a claims jaade basis, the
retroactive date shall be prior to or coincident with the date of this /sgreement
and the Certificate of Insurance shall state the coverage is “claims made” and
also the Retroactive Date. The Mortgagor shall maintain coverage for the
duration of this Agreement. Any extended reporting period premium (tail
coverage) shall be paid by Mortgagor. The Mortgagor shall provide to the
Mortgagee, annually, a certified copy of the insurance policies obtained pursuant
hereto. It is further agreed that the Mortgagor shall provide the Mortgagee a
thirty (30) days notice in the event of the occurrence of any of the following
conditions: aggregate erosion in advance of the Retroactive Date, cancellation
and/or non renewal.

The Mortgagor shall require all subcontractors to carry the insurance required
herein or the Mortgagor may provide the coverage for any or all of its
subcontractors, and if so, the evidence of msurance submitted shall so stipulate
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and adhere to the same requirements and conditions as cutlined in Section “A”
above.
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EXHIBIT C TO MORTGAGE
PERMITTED EXCEPTIONS
1. General real estate taxes not delinquent
2. Terms, provisions and conditions contained in Ground Lease:

By and between: Chicago Housing Authority and Legends C-2, LLC
Dated: December 1, 2007
Recorded: Concurrently herewith

3. Terms. provisions and conditions contained in Declaration of Restrictive Covenants {Legends
Soutl Phase C-2)
By and between: Chicago Housing Authority and Legends C-2, LLC
Dated: Ilesember 1, 2007
Recorded:” Cepourrently herewith

4. Terms, provisions and conditions contained in Right of First Refusal Agreement (Rental
Development):
By and among;: Legend! C-2;LLC, Legends C-2 Manager, LLC, and Chicago Housing Authority
Dated: December 1, 2007
Recorded: Concurrently herewith

5. Regulatory and Operating Agreement
By and between: Chicago Housing Authority and Legends C-2, LLC
Dated: December 1, 2007
Recorded: Concurrently herewith

6. Regulatory Agreement:
By and between: City of Chicago and Legends C-2, Li.C
Dated: December 1, 2007
Recorded: Concurrently herewith

7. Extended Use Agreements ( 3):
By and between: Illinois Housing Development Authority and Legerds C-2, LLC
Dated: December 1, 20607
Recorded: Concurrently herewith

8. A Mortgage to secure an indebtedness in the amount stated herein:
Mortgagor: Legends C-2, LLC
Mortgagee: JPMorgan Chase Bank, N.A.
Dated: December 1, 2007
Recorded: Concurrently herewith
Original Amount: $18,488,215.00

9. Financing Statement:
Debtor: Legends C-2, LLC
Secured Party: JPMorgan Chase Bank, N.A.
Filed: Concurrently herewith
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