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This Healthcare Regulatory Agreement — Borrower (this “Agreement™) is entered into
this 1" day of September, 2020, between CARLTON ASSOCIATES LIMITED
PARTNERSHIP, a limited partnership, organized and existing under the laws of the State of
Hlinois. whose address s 3430 Qakton St., Skokie, IL 60076, its successors, heirs, and assigns
(Jointly and severally) (“Borrower”™) and the U.S. Department of Housing and Urban
Development, acting by and through the Secretary, his or her successors, assigns or designales
{("HUD"). Borrower is sometimes also relerred o as “Owner” or “Mortgagor™ in the Loan
Documents and Program Obligations. [t Borrower is also Operator, references in this Agreement
to Operator refer to Borrower. To the extent that Borrower contracts with anv other party (o
perform any functions included in this Agreement, Borrower shall maintain ultimate
responsibiiity for performance of all required functions included herein.

In considerntion of, and in exchange for an action by HUD, HUD and Borrower agree to
the terms of this Agrcement. The HUD action may be one of the following: HUD's
endorsement for surzace of the Note, HUD s consent to the iransfer of any of the Mortgaged
Property, HUDs sale aud convevance of any of the Morteaged Property, or HUE s consent to
other actions related to Borrew2r, the Project, or to the Morlgaged Property.

Borrower and HUD execuieiiis Agreement in order to comply with Program
Obligations, with the requirements ol (e National Housing Act, as amended, and the regulations
adopted by HUD pursuant thereto. This7greement shall continue during such period of time as
HUD shall be the owner, holder, or insurer o the Note, Upon satisfaction of the Note, as
evidenced by the discharge or release of the Bodrowver Security Instrument, this Agreement shall
automatically terminate. However, Borrower shait seaesponsible for any violations of this
Agreement which occurred prior to lermination.

Vielation of this Agreement or Program Obligationsimay subject Borrower and other
signatories hereto to adverse actions.

Borrower and HUD covenant and agrec as follows:
[. DEFINITIONS.

. DEFINITIONS. Any capitalized term or word used herein but not defined shall
have the meaning given to such term in the Borrower Security Instrument. The follGawving terms,
when used 1n this Agreement (including when used in the above recitals), shall have the
following meanings, whether capitahzed or not and whether singular or plural, unless, in the
context, an meongruity results:

“Affiliate”™ means any person or business concern that directly or indirectly controls policy of a
principal or has the power to do so is an affiliate. Persons and business concerns controlled by
the same third party are also affiliates.
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“Approved Use™ means the use of the Project for the operation of the Healtheare Facility as a
Skilled Nursing Facility with 244 beds/102 units of which not less than 225 beds/ 102 units
are in use and such other uses as may be approved tn writing from time to time by HUD based
upon a request made by Borrower, Master Tenant (if at the time the Healtheare Facility is now or
hereafter incuded in a Master Lease) or Operator. but exciuding any uses that ave discontinued
with the written approval of HUD.

“Borrower” shall mean the éntity identified as “Borrower™ in the tirst paragraph of this
Agreement, together with any successors, heirs, and assigns (jointly and severally), “Borrower”
shall include any person or entity taking title to the Mortgaged Property whether or not such
person of entity assumes the Note. “Borrower™ is sometimes also referred to in the Loan
Documentsapd-Program Obligations as the “Obligor,” the “Owner.” and/or the *“Maortgagor.”

“Borrower-Operdtec Agreement”™ means any agreement relating to the aperation of the
Healtheare Facility by and between Borrower or Master Tenant {if at the time the Healtheare
Facility is now or hereder included in a Master Lease) and Operator, including any Operator
lLease.

“Borrower Sccurity instrumem™picans the Healtheare Mortgage, Assignment of Leases,
Rents and Revenue and Security Agreamient, and shall be deemed to be the mortgage as defined
by Program Obligations.

“Distribution” means any disbursal, convevande, loan or transfer of cash, any asset ol Borrower,
or any other portion of the Mortgaged Property, other than in pavment ol Reasonable Operating
LExpenses.

“Firm Commitment”™ means the commitment for insurance of advances or commitment for
msurance upon completion, dated July 17, 2020, issued to Lendzcby HUD under which the debt
evidenced by the Note is to be insured pursuant to a Section of thedNatonal Housing Act.

as

“Fixtures’ has the meaning set forth in the Borrower Security Instrument.

“Healtheare Facility”™ means that portion of the Project operated on the Land<as s Nursing
Home, Intermediate Care Facility, Board and Care Home, Assisted Living Fucthty and/or any
other healtheare facility authorized to receive insured morigage financing pursuani @ section
232 of the National Housing Act, as amended, including any commercial space inchuded in the
factlity.

“HUD™ means the U.S. Department of Housimg and Urban Development acting by and through
the Secretary in the capacity as insurer or holder of the Loan under the authority of the National
Housing Act, as amended, the Department of Housing and Urban Development Act, as aimended,
or any other federal law or regulation pertaining to the Loan or the Project.

“Improvements™ has the meaning set forth in the Borrower Security Instrument.
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“Indebtedness”™ means the principal of; interest on, and all other amounis due at any time under
the Note or the Loan Documents, including prepayment premiums, late charges, default interest,
and advances to protect the security as provided in the Loan Documents.

“Land™ has the meaning set forth in the Borrower Sccurity Instrument and is also legally
described on Exhibit A, attached hereto and incorporated herein.

“Lender™ means the entity identified as “Lender™ in the first paragraph of the Borrower Security
[nstrument. or any subsequent holder of the Note, and whenever the term “Lender™ is used
heremn, theszme shall be deemed o include the “Obligee”, or the “Trustee(s)* and the
“Beneficiary” o the Borrower Security instrument, and shall also be deemed to be the
“Mortgagee” asaefined by Program Obligations,

“Loan Documents™ nos the meaning set {orth i the Borrower Security Instrument.

“Master Lease”™ means anvonssier lease now or hereafter entered into, in which the Healthcare
Factlity 1s aggregated with other A8 D-nsured healtheare facilities and leased 1o 2 Master Tenant
and any amendments or joinders thercto.

“Master Tenant™ means any entity approved by HUD now or hereafier leasing the Healtheare
Facility pursuant to a Master Lease.

“Master Tenant Regulatory Agreement”™ meansiany Healthcare Regulatory Agreement —
Master Tenant, now or hercafter relating to the Projéctasd entered mto by a Master Tenant for
the benefit of HUD.

“Mortgaged Property” has the meaning sct forth m the Borrosver Security astrument,
“Non-Profit Borrower”™ means a Borrower that 1s treated under the Firm Commitment as an
entity organized for purposes other than profit or gain tor itsell or persons identilied therewith,
pursuani to Section 301(¢)(3) or other applicable provisions ot the Internal Revenue Code. For
trastsactions entered into pursuant 1o Section 223(a}(7) of the National Housing Act. a Borrower
who executed with HUD's permission a “for-profit” regulatory agreement in connection wiih ihe
original loan being refinanced through this transaction shall not be considered a “Non=¢rofit
Borrower™ for purposes of this Agreement and may designate itself as a “Profi-Motivated”
eniity on page 1, provided, however, that anv conditions in the Firm Commitment conflicting
with the above statement shall control.

“Note™ means the Note executed by Borrower, described in the Borrower Security Instrument,
including all schedules, riders, allonges and addenda, as such Note may be amended from time to

time.

“Notice is defined 1 Section 43.
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“Operator” means CARLTON SKILLED NURSING FACILITY, LLC, a limited Hability
company, organized and existing under the laws of the State of [Hinois, or any subsequent
operator approved by HUD.

“Operator Lease”™ means any lease now or hereafter entered into by Borrower and Operator, or
any sublease now or hercafter entered into by any Master Tenant and Operator providing for the
operation of the Healtheare Facility.

“Operator.Regulatory Agreement” means any Healthcare Regulatory Agreement - Operator
relating W the Project now or hereafter entered into by any Operator for the benelit of HUD.,

“Personalty”™ 123 the meaning sel forth in the Borrower Security Instrument. -
“Prineipal” is defimed in/Section 232 Handbook, Section 11, Production, Chapter 6.1.E.

“Program Obligations™ me21s(1) all applicabie statutes and any regulations issued by HUD
pursuant thereto that apply to thevreject, including all amendments to such statutes and
regulations, as they become effective; except that changes subject to notice and comment
rulemaking shall become effective only vpen completion of the rulemaking process, and (2) all
current requirements in HUD handbooksund guides, notices, and mortgagee letters that apply to
the Project, and all future updates, changes and amendments thereto, as they become effective,
except that changes subject to notice and commen! rufemaking shall become effective only upon
completion of the rulemaking process, and providedhat such future updaices, changes and
amendments shall be applicable to the Project only toand extent that they interpret, clarifyv and
implement terms in this Agreement rather than add or deleic provisions from such document.
Handbooks, guides, notices, and mortgagee letters are availdble'on HUD s official website:
hip://www.hud.cov/oflices/adm/hudelips/index.ciin or a successos location 1o that site.

“Projeet” has the meaning set forth in the Borrower Security Instrumment.
“Property Jurisdiction™ is any jurisdiction in which the Land is located.

“Reasonable Operating Expenses”™ means expenses that arise from the operation, maintenance
and routine repatr of the Project, including ali pavments and deposits required undertns
Agreement and any of the Loan Documents, and comply with the requirements of 24 C.I'.R.
2321007, or successor regulation.

“Rent,” “Profits” and “Income” shall include: all rent due pursuant to any Master Lease or
Operator Lease; any payments due pursuant to anv Residential Agreement; any other lease
pavments, revenues, charges, fees and assisiance pavmenis artsing from the operation of the
Project, including but not lumited 1o, 1f and for so long as applicable, conumercial leases.
workers” compensation, soctal security, Medicare, Medicaid, and other third-party
reimbursement paviments, Accounts Receivable (as defined in the Borrower Security Instrument)

Previous versions gbsolele Page 5 of 35 form HUD-92466-ORCF (06/2019)



2028140140 Page: 6 of 35

UNOFFICIAL COPY

and all payments and income arising from the operation of the Healtheare Facility and/or the
provision of services to residents thereol.

“Reserve for Replacement™ is defined in Section 13.

“Residential Agreement™ means a lease or other resident agreement between any Operator and
a resident setting forth the terms of the resident’s living arrangement and the provision of any
related services.

“Residual Reeeipts™ means certan funds held by a Non-Profit Borrower which are restricted in
their usedy.this Agreement and Program Obligations, and otherwise described in Section 17.

“Surplus Casii 1 defined 1n Section 15,

“Taxes” means all taxes.assessments, vaull rentals and other charges. il any. general, special or
otherwise, including alliassessments for schools, public betterments and general or local
improvements, that are levied, assessed or imposed by any public authority or quasi-public
authority, and that, if not paid, cedlid become a fien on the Land or the Improvements.

“Waste” means a falure 1o keep the Pr0ieet in decent. safe and sanitary condition and 1n good
repair. “Waste” also means the failure ta ieet certain (inancial obligations regarding the
payment of Taxes and the refinquishiment of the possession of Rents. During any period in
which HUD imsures the Loan or holds a security interest on the Mortgaged Property, Waste is
commitied when, without Lender’s and HUD’s express written consent, Borrower:

(1) physically changes, or permits changes to/tiie Mortgaged Property, whether
negligently or intentionally, in a manner that reduces its value;

(2)  fails to maintain the Mortgaged Property in decentsafe, and sanitary condition
and n good repair;

(3)  fails to pay, or cause to be paid, before delinquency ary Taxes that because of
such farlure, may subject the Project to a lien having priority aver the Borrower
Security Instrument;

{(4)  materially fails to comply with covenauts in the Note, the Borrgwer Security
Instrument, this Agreement, or any of the Loan Documents respecting physical
care, maintenance, construction, abandenment. demolition, or insurance against
casualty of the Mortgaged Property; or

{(3)  retans possession ol Rents o which Lender or its assigns have the right of
possession under the terms of the Loan Documents.

[I. CONSTRUCTION; REPAIRS.
2. CONSTRUCTION FUNDS. Borrower shall keep construction funds of the

Project, if any, separate and apart from operating funds of the Project, including without
limitation any funds necessary to operate the Healthcare Facility.
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RN UNPAID OBLAGATIONS. Borrower certilies that upon final endorsement of
the Note by HUD, Borrower shatl have no unpaid obligations in connection with the purchase of
the Mortgaged Property, the construction of the Mortgaged Property, or with respect (o the
Borrower Security Instrument except such unpaid obligations as have the written approval ol
HUD as to terms, form and amount.

4, LENDER’S CERTIFICATE. Borrower shall be bound by the terms of either
the Lender’s Certificate, a copy of which has been provided to Borrower, and/or the Request for
Endorsement of Credit [nstrument & Certificate of Lender. Borrower & General Contractor, as
applicabie (= copy of which has been provided to Borrower), insofar as the applicable document
establishes Oraefiects obligations of Borrower, and Borrower agrees that the fees and expenses
enumerated mthe applicable document have been fully paid or paviment has been provided for as
set forth in the applicable document and that all funds deposited with Lender shall be used for
the purposes set forth i the applicable document insofar as Borrower has rights and obligations
i respect thereto,

5. CONSTRUCTICN COMMENCEMENT/REPAIRS. Borrower shall not
comimence, and has not commencedseonstruction or substantial rehabilitation of the Mortaaged
Property prior to HUD endorsement 0 the Note except as permitted by Program Obligations or
as otherwise permitted by HUD, and previded that this Section 3 is not applicable if HUD has
given prior written approval to an carly comnencement or early start of construction, or if this
Project is an Insurance Upon Completion foan ¢r pavolves a loan refinancing.

6. DRAWINGS AND SPECIFICATIOMNSC The Project shall be constructed in
accordance with the terms of the Construction Contract (s5rm HUD-92442-ORCF) as approved
by HUD, if any, and with the “Drawings and Specifications/” as such term is referred to in such
Construction Contract.

7. REQUIRED CONSTRUCTION PERMITS. Unless otherwise required in the
Construction Contract and Building Loan Agreement, Borrower has obiinedall necessary
certificates, permits, licenses, qualifications, authorizations, consents and appravals from all
necessary Governmental Authorities to own, construct or substantially rehabilitaic, to carry out
all of the transactions required by the Loan Documents and to comply with all applicable federal
statutes and regulations of HUD in effect on the date of the Firm Commitment, excepitor those,
1f any, which customarily would be obtained at & later date, at an appropriate stage of
construction or completion thereof, and which the Borrower shall obtain in the future. The
licenses and permits that are in effect as of the date hereol are sufficient to allow any
construction (or substantial rehabilitation, as applicable) of the Improvements 1o proceed to
completion in the ordinary course. As the construction (or substantial rehabilitation, as
applicable) of the Project progresses, unless otherwise required by the Construction Contract,
Borrower shall procure and submit all necessary building and other permits required by
Governmental Authorities. The Projeci shall not be available for residency by any resident, nor
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shall the Healthcare Facility commence eperations, except to the extent approved by prior
written consent of HUD and of all other legal authorities having jurisdiction of the Project,

8. PRE-COMPLETION ACCOUNTING REQUIREMENTS. Borrower shall
submit an accounting to HUD, as required by Program Obligations, lor all receipts and
disbursements during the period starting witit the date of first occupancy of the Mortgaged
Property after endorsement of the Note and ending, at the option of Borrower, any date after
completion of the Project, as determined in accordance with Pragram Obligations. Any income
of the Project in excess of disbursements for HUBD-approved construction and development costs
and Reasopable Operating Expenses, as such excess is determined by HUD, shall be treated as a
recovervotconstruction cosi, except as otherwise allowed in Program Obligations.

11, FINANCIAL MANAGEMENT.

9. OUTSTANDING OBLIGATIONS. Borrower shall have no obligations as of
the date ol this Agreeraent except those approved by HUD in writing and, except for those
approved obligations, the Landilias been paid for in full (or if the Land is subject to a leasehold
interest, it must be subject to a HOD-approved lease), and is free from any liens or purchase
money obligations, except as approved by HUD. As of the date hereof, all contractual
obligations relating to the Project havebeen fully disclosed to HUD.

10.  PAYMENTS. Borrower sha/l mitke prompiby all pavments, including anv
deposiis to required reserves, due under the Loza Documenis, including without limitation the
Note and the Borrower Security Instrument.

11.  PROPERTY AND OPERATION; ENCUMBRANCES.

(a) Borrower shall deposit all receipis of Borrower selating to the Project including
all Rents, Advances, and equity or capital contributions required wided the Firm Commitment or
otherwise advanced for the purpose and as part of the Mortgaged Property, in the name of
Borrower, for the benefit of the Project, in a federatly insured depositors or depositories and in
accordance with Program Obligations, provided that, in accordance with Program Obligations,
an account held in an institution approved by the Government Natlonal Mortgaoe Association
may have a balance that exceeds the amount 1o which such deposit insurance is Inaited. Equity
or capital contributions shall noi inctude certain svndication proceeds, such as proceeds from
Low Income Housing Tax Credit transactions used 1o repay bridge loans, all as more fullv sel
forth in Program Obligations. Such funds shall be withdrawn only in accordance with the
provisions of this Agreement and Program Obligations. Anv person or entity receiving
Mortgaged Property or any other proceeds of the Project other than for ehigible purposes
pursuant to this Agreement shall immediately deliver such Mortgaged Property or other proceeds
to Borrower for the benefit of the Project and failing so to do shall hold and be deemed 1o hold
such Mortgaged Property in trust for the benefit of the Project.
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(b)  Borrower shall not engage in any business or activity, including the operation of
any other project or other healtheare facility, or other ancillary businesses, or incur any lLiability
or obligation not in connection with the Project. Borrower shall not acquire an Affiliate or
contract to enter into any affiliation with any party, except as approved by HUD.

(©) Borrower shall immediately satisfv or obtain a release of anv mechanic’s lien,
attachment, judgment lien, or any other lien that atiaches 1o the Mortgaged Property, excepl 1o
the extent permitted by HUD.

(d) Penalties, including but not Iimited 1o delinquent 1ax penalties, shall nat be paid
from the/viavigaged Property except to the extent such payments are considered Distributions
and are allowed pursuant to this Agreement.

(e) Boteeuer shall promptly notify HUD of the appointment of any receiver for the
Project, the filing of a serition in bankruptey or insolvency or for reorganization, as well as the
retention of any attorness, consultants or other professionals in anticipation of such an
appointment or filing.

() Borrower shall catsealie Project to be insured at all imes in accordance with the
Borrower Security Instrument and Program Obligations, and Borrower shall notify HUID of all
payments received, or claimed, from an {nsurer.

(g} Borrower shall notify HUD of auy hction or proceeding relating to any
condemnation or other taking, or convevance in licuthereot, of all or any part of the Mortgaged
Property, whether direct or indirect condemnation.

(h)  Borrower shall notity HUD of any hiipation procesding {iled against Borrower or
Principals. Operator, the Healthcare Facility, or the Project, or anshitigation procecding liled by
Borrower, pursuant to Program Obligations.

(1) If the Healthcare Facility is an Assisied Living Facility, Borresver shall require
that no more than ane person shall occupy any residential unii of the Healtheare Facility unless
Operator receives prior written consent {rom all residents ot such unit.

12.  FINANCIAL ACCOUNTING. Borrower shali keep the books and accounts of
the operation of the Mortgaged Property in accordance with Program Obligations. Financial
records of Borrower and the Project shall be complete, accurate and current at all times. Posting
must be made at least monthly to the tedger accounts, and vear-end adjusting entries must be
posted promptly in accordance with sound accounting principles. All expenditures in connection
with the Project must be fully documented so as 1o provide reasonable assurance to all persons or
entities that review such expenditures that such expenditures are permitted under Program
Obligations. Undocumented expenses shall not be considered Reasonable Operating Expenses.

13, RESERVE FOR REPLACEMENT.
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{a) Borrower shall establish and mamtain a Reserve for Replacement account for
defraying certain costs for replacing major structural elements and mechanical equipment of the
Project or for any other purpose. The Reserve for Replacement shall be deposited with Lender
or in a safe and responsible depositery designated by Lender in accordance with Program
Obligations. Such funds shall at all times remain under the contro! of Lender or Lenders
designee, whether in the form of a cash deposit or invested in obligations of. or fully guaranteed
as to principal by, the United States of America or in such other investments as mav be allowed
by HUD and shall be held in accounts insured or guaranteed by a federal agency and in
accerdance with Program Obligations.

(b) 2orrower shall deposit at endorsement of the Note an initial amount of
S112,200.00, it applicable, and Borrower shall deposit a monthly amount of $19,042.00,
concurrent]y with e beginning of pavments towards amortization of the Note unless a different
date or amount 15 established by HUD. At least everv ten vears, starting Qctober 7, 2029, and
more [requently at HUSS discretion, Borrower shall submit to HUD a written analysis ol its use
of the Reserve for Replacernent@uring the prior ten years and the projected use of the Reserve
for Replacement funds during the'ctming ten years in accordance with Program Obligations.
The amount of the monthly deposit migy be increased or decreased from time 1o time at the
written direction of HUD without a regorded amendment to this Agreement. In connection
therewith, every ten years starting Octobier 7, 2029, the Lender shall obtain a physical and
capital needs assessment report for HUD to ¢valuate. The cost of such report may be paid from
the Reserve for Replacements. HUD may, in ity sple diseretion, require Borrower to maintain a
minimum balance in the account, in an amount to ©esat by HUD.,

(c) Borrower shall carry the balance in this adzgunt on the financial records as a
restricted asset. The Reserve for Replacement shull be invedted i accordance with Program
Obligations, and any interest carned on the investment shall bedtaposited in the Reserve for
Replacement tor use by the Project in accordance with this Section’1 2

(d)  Disbursements trom such account shall only be made after congent, in writing, of
HUD, which may be given or withheld in HUD’s sole discretion. In the eventofa notification of
default under the terms of the Borrower Security Instrument pursuant to which' the indebtedness
has been accelerated, a written notification by HUD to Borrower of a violation ot (his
Agreement, or at such other times as determined solely by HUD, HUD may direct the
application of the balance in such account 1o the amount due on the Indebtedness as accelerated
or for such other purposes as may be determined solely by HUD.

(e} Upoen Borrower’s full satisfaction of all of its obligations under the Loan
Documents, any monies remaining in the Reserve for Replacement account shall be released to
Borrower or its designee.

() Borrower may, only with the advance written approval of HUD, borrow funds
from the Reserve for Replacement for Reasonable Operating Expenses as provided in Program
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Obligations. Such funds shall be repaid to the Reserve for Replacement by Borrower pursuant 1o
the terms approved by HUD prior to the making of such loan. To the extent HUD does not
specify repaviment requirements, Borrower shall repay the Reserve for Replacement in tull
within thirty (30) days ol the approved withdrawal. [ Borrower fails to timely make any
repavment installment pursuant to the terms approved by HUD, upon notice lrom HUD,
Borrower shall immediatelv repay the full amount of such foan from non-Project funds.

14, LONG TERM DEBT SERVICE RESERVE. A Mortgage Reserve Fund equal
to three (3) months of Principal. Interest and Mortgage Insurance Premium Payments is required
to be established prior to closing. This escrow is not Mortgageable and can be funded by cash or
an revecahle letter of eredit issued to the lender by a banking institution. Uses of this escrow
are only forprincipal, interest and morigage insurance premiums. This Mortgage Reserve Fund
will remam mplace for the life of the loan.

1 SURFLUS CASH.

LN

(a) Surplus Casi_siail be calculated semi-annually, at the end of the lirst six months
ol the Borrower’s annuat fiscal yeary and at the end of the Borrower’s annual fiscal vear. Fach
Surplus Cash calculation shall besubmitted to Lender and HUD with the [iting of Borrower’s
Annuat Financial Reports, unless otliewise required by HUD.

(b)  “Surplus Cash™ means any cash remaining in the Borrower’s Project accounts
identified in the Borrower’s audited financial statements afler:

(1) the payment of (1) ali sums dugorcurrently required o be paid by
Borrower under the Loan Documents, including any required deposits into
reserves; and (2) ali of Borrower’s obligations relating to the Project other
than those required to be paid under the Lean Documents, unless funds for
such pavments have been set aside or deferment of pavment has been
approved by HUD; and

(i) the segregation of all amounts required to be held inftrust fe.g., tenant
security depositsy and all amounts required to be held (segicgated) in other
restricted asset accaounts of the Project (e.g., Reserve for Replicements)
pursuani to this Agreement, the Loan Documents and Prograra
Obligaiions.

16.  DISTRIBUTIONS.

(a) Borrower may make and take Distributions of Mortgaged Property, o the extent
and as permitted by the law of the applicable jurisdiction, pursuant to the restrictions below,
including without limitation the reconciliation requirements set forth in Section 16(d); provided
however that, except as may be approved by HUD or permitted under Program Obligations, or as
otherwise provided in this Agreement, Distributions of Mortgaged Property are prohibited for

=
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Non-Profit Borrowers.

(b) Distributions shall not be made:

(i) from borrowed [unds (unfess the Borrower is Operator and such
Distribution 1s permitted under the Operator Regulatory Agreement and
Program Obhigations) or prior to the completion of the construction or
rehabilitation of the Project;

(i)  after HUD has given writlen notice to Borrower of a violation or default
under this Agreement and/or after Lender has given written notice to
Borrower of & violation or default under any of the Loan Documents, and
until the terms ol such notices ol vielation or default have been satisfied 1o
the satistaction ol HUD and/or Lender, as applicable:

Citp when Borrower or the Project is under a forbearance agreement;

(iv) I (A) necessary services for the operation of the Healtheare Facility are
no: being provided on a regular basis., which failure Borrower knows or
shiould have known about in the exercise of due care; (B) written notices
of nceassdry physical repairs or deficiencies mvolving exigent or
significantnealth or safety risks to residents in connection with the Project
(including Burnot limited to building code violations) by other
Governmental Auiherities and/or by HUD have been issued and remain
unresolved to the saustaction of the issuing Governmental Authority, (C)
Borrower has been no‘tfied in writing by HUD, Lender or other
Governmental Authority thit necessary physical repairs and/or
deficiencies exist in connectied.with the Project and Borrower has not
corrected or cured, or caused ovecorrected or cured, the identified items
to HUD s satisfaction, (D) there remiain any outstanding loans from the
Reserve for Replacement or Residual Redeipts account, or any required
deposits 10 such accounts have not been<pade when due, or (E) the
Reserve for Replacement account or any othérrequired reserve does not
have the minimum balance required by HUD; andfor

{(v) if the Borrower is also Operator, at any time that Gperator is prohibited
[rom distributing, advancing or otherwise using funas avributable 1o the
Healtheare Facility (e.g., fatlure to timely file financial fesoris or when
Healtheare Facility Working Capital 1s negative).

{c) Any Distribution ot any funds, which the party receiving such funds is not entitled
to retain hereunder, shall be returned to Borrower's Project-related accounts immediately.

(dy  Upon cach required calculation of Surplus Cash, Borrower must demonstrate
positive Surplus Cash, or to the extent Surplus Cash 15 negative, repay to Project-related accounts
anv Distributions taken during such calculation period. Such repavment must be made within
thirty (30) days of the conclusion of the reporting period, or such longer period approved by
HUD.
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(¢) [t a Nen-Profit Borrower has been permitted to take Distributions, as indicated on
the first page of this Agreement, such Non-Profit Borrower may make Distributions of such
Surplus Cash, upon the following conditions:

(1) Distributions may only be made after the end of any annual or semi-annual
fiscal period. and when the Borrower can demaonstrate positive Surplus
Cash pursuant to Section 13, at the end of the immediately prior annual or
semi-annual fiscal peried;

(i) Operator is in geod standing with the applicable licensing agency and has
no open state compliance issues or special focus facility designation;

(i) No unresolved audit [indings in the annual sudited financial statements

- existrelating to the Project;

)y Borrower and Operator are in compliance with the terms of this
Agreement and the Operator Regulatory Agreement, respectively, with no
potice of noncompliance or violation from HUD;

(v)  Dudefaults extst under any of the Loan Documents and all pavments
required iy any of the Loan Documents are current, with no notice of
noncompliariee or violation from HUD; and'

(vi)  The balance-ofthe Residual Receipts account remains equal 10 no less
than six montiiz 0l the Borrower’s required debt service (including any
mortgage msuranec premium, escrow deposit, reserve deposits, or any
other pavments requirgd by Borrower pursuant to the Loan Documents).

The Non-Profit Borrower making Distributions/imust evidence, with appropriate documentation
sufficient lor audit and HUD monitoring purposes, campliance with each condition listed above
at the time such Distribution is made, and musi retain such documentation in accordance with
Program Obligations, for audit and HUD monitoring purposes.

17.  RESIDUAL RECEIPTS.

(@) Any Non-Profit Borrower shall establish and maintain o Residual Receipis
account. Unless and untilb otherwise approved i writing by HUD, Residual Receipts and the
Residual Receipts account shall be restricted as set forth in this Section 17 Within ninety (90)
days after the end of the annual or semi-annual fiscal period for which Surplus Cagh is
calculated, Borrower shall deposit into the Residual Receipts account an amount’¢quial to the
excess, if any, of (1) Surplus Cash as of the end of such fiscal period over (i) the amoat of any
permitted Distributions therefrom.

(b)  Residual Receipts shall be deposited with Lender or in a safe and responsible
deposnory designated by Lender in accordance with Program Obligations. Residual Receipts
shall at all tmes remain under the control of Lender or Lender’s designee, whether in the form of
a cash deposit or invested in obligations of, or fully guaranteed as to principal by, the United
States of America or in such other investments as may be allowed by HUD and shall be held in
accounts insured or guaranteed by a federal agency and in accordance with Program Obligations.
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{¢) Borrower shall carry the balance in such account on the financial records as a
resiricted asset. Residual Receipts shall be mvested 1n accordance with Program Obligations,
and any interest earned on the investment shall be deposited in the Residual Receipts account for
use by the Project inaccordance with this Section 17.

(d)  Disbursements from such account shall only be made atter consent, in writing, of
HUD. which may be given or withhield in its sole discretion, provided that, il the Non-Irofit
Borrower has been permitted to take Distributions as indicated on the first page of this
Agreement, then HUD shall apply the conditions enumerated in Section 16(g) in granting or
withholding such consent. In the event ol a notification of default under the terms of the
Borrowed Security Instrument, pursuant 1o which the Indebtedness has been acceterated, a
written notiiieation by HUD to Borrower of a violation of this Agreement or at such other times
as determined spic’y by HUD, HUD may direct the application of the balance in such account to
the amount due on'tae Indebtedness as accelerated or for such ather purposes as may be
determined solely by D,

(e) Upon Borrowsp: full satistaction of all its obligations under the Loan
Documents, all tunds remaining ' the Residual Receipts account shall be released 1o the
Borrower.

(f) Borrower may, only with/the advance writien approval of HUD, borrow funds
from Restdual Receipts for Reasonable Operating Expenses as provided in Program Obligations
ot for such other purposes as HUD may permit Such funds shall be repaid to the Residual
Receipts account pursuant to the terms approved Sy D prior to the making of such loan. To
the extent HUD does not specity repayment requircments, Borrower shall repay the Residual
Receipts account in full within thirty (30) days of the anrroved withdrawal. I Borrower fails to
timely make any repayment installment pursuant to the terms approved by HUD, upon notice
from HUD, Borrower shall immediately repay the full unrepaid aimount of all such loan from
non-Project funds.

18. ADVANCES.

(a) All advances made by Borrower (or by a member, partner, sharehoider of
Borrower, or other individual or entity acting on behalt of Borrower) for Reasona%le' Operating
Expenses or otherwise for the benefit of the Project must be deposited into the Project™s
operating account, or otherwise as directed by HUD, as required by Program Obligations.

(b) [nterest may accrue, and be paid, on such advances pursuant to terms approved by
HUD in advance in writing.

{c) Repayments of advances must be approved by HUD, or as otherwise provided in
Program Obligations.

19. PROJECT RECORDS. Borrewer shall;
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() Make and keep books, records, and accounts, in such reasonable detail, so as 10
lully, accurately, and fairly reflect the activities of Borrower.

(b} Record the Project’s assets, liabilities, revenues, expenses, receipts and
disbursements in separate accounts from any other assets, labilities, revenues, expenses, receipts
and disbursements of Borrower so as to permit the production of a Statement of Financial
Position, a Statement of Profit and Loss (Statement of Activities), and a Statement of Cash Flows
for Borrower in which the activities of Borrower are separately identifiable from the activities of
the Operator, unfess Borrower 1s also Operator.

(c) Revise and maintain a system of internal accounting controls sufficient to provide
reasonable assaranices that:

(1) Fransactions are executed, and access 10 assets s permitted, only in
' accordance with Borrower’s authorization:
(n)  Transact:ons are accurately and timely recorded to permit the preparation

of quarterly”aad annual Minancial reports in conformity with applicable
Program Gblizations;

(i) Transactions are tymely recorded in sufficient detail so as to permit an
efficient audit of i Borrower’s books and records in accordance with
Generaily Accepted Audiiing Standards (GAAS). Generally Aceepted
Government Auditing Stincards (GAGAS), and other applicable Program
Obligations; and

(iv)  Transactions are timely recorded i sufticient detail so as to maintain
accountability of the Borrower’s asscts, The recorded accountability for
assets shall be compared with the existing assets at reasenable intervals,
but not less than annually, and appropriateaction shall be taken with
respect to any differences.

(d)y  Make the books, records and accounts of Borrower avaiaole for inspection by
HUD or its authorized representatives, afler reasonable prior notice, during nornal business
hours, al the Project or other mutually agreeable focation or, at HULDY's request shall provide
legible copies of such documents to HUD or its authorized representatives within a reasonable
time after HUD or its authorized representative makes a request for such documents.

(e) include as a requirement in any operating or management contract that the books.
records, and accounts of any agent of Borrower, as they pertain to the operations of the Project,
shall be kept in accordance with the requirements of this Section 19 and be available for
examination by HUD or its authorized representatives afier reasonable prior notice during
customary business hours at the Project or other mutualtly agrecable location or, at HUD' s
reguest, the Management Agent shall provide legible copies of such documents to HUD or its
authorized representatives within a reasonable time after HUD or its authorized representative
makes the request.
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20.  ANNUAL FINANCIAL REPORTS.

(a) For so tong as any portion or portions of this Section 20 are not expressly waived
or modified in writing by HUD, within ninety (90) davs, or such longer period established in
writing by HUD, following the end of cach fiscal vear, Borrower shall furnish HUD and Lender
with a complete annual financial report of all of Borrower's financial activities for the
immediately preceding fiscal vear, or {or such other period as approved by HUID in writing,
prepared i accordance with Generally Accepted Accounting Principles (GAAP). For purposes
of this Section 20, where Borrower is also Operator, and without limiting the requirements for
Operator’s.submission of financial reports to HUD under the Operator Regulatory Agreement,
financial activities of Borrower and the Project shall include all of ihe activities of both Borrower
and Operator. 1.0 the extent any records or other information of the Project is held by Operator.
or any managemertegent or Affiliate, Borrower shall cause such entity to provide such
information to Borrower, Lender, and HUD, and every contract retated to the Project with
Operator, or any management agent or Affiliate, shall include the provision that such information
shall be provided on demand 201 annual financal reports furnished 1o HUD reguired herein
shall be furnished n accordance sty 24 C.F.R. 3.801 and other Program Obligations, and shall
include a certification in content wd-torm preseribed by HUD and certified by Borrower.

(b)  Inaddition, exceptas othanwise provided in this Section 20, annual financial
reports shall be audited in accordance with Cenerally Accepted Auditing Standards (GAAS) and
Generally Aceepted Government Auditing Standaids (GAGAS). and certified by a certified
public accountant licensed or certified by a regulatorv.authority of a state or other political
subdivision of the United States, which authority makessuch certified public accountant subject
to regulations, disciplinary measures, or codes of ethics preseribed by law. Such certified public
accountant must have no business relationship with Borrower other than for the provision of tax
consulting and return preparation and auditing services.

(c) Any Non-Profit Borrower shall submit audited annual financial reports, as
applicable, pursuant to federal notice (e.g., Office ol Management and Budpet Circular A-133).
However, notwithstanding any additional time provided for Non-Profit Borrovers to submit
audited annual financial reports, such Borrowers shall stifl be required to submiranaudited
annual (inancial reports pursuant to Section 20(a), except that, for Borrowers that lect to submit
thetr required audited annual financial reports earlv (ie. within the time specified in'Scetion
20(a)), the requirement 1o submit unaudited annual financial reports shall be waived,

(d) 1 Borrower fails to submit any annual financial report required by this Section 20
within ninety (90) days of the required due date, HUD, at i1s sole election, and without relieving
Borrower ol 11s requirement to {ile such report, may thereafter examine, or cause to be examined
at Borrower’s expense, the books and records ol Borrower and the Project tor purposes of
preparing a report of the operations of the Project for HUD's use,
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() Auditing costs and tax return preparation costs mayv be charged as Reasonable
Operating Expenses only to the extent they are required of Borrower itself by state law, the
Internal Revenue Service ("IRS™), the Securities and Exchiange Commission, or HUD. Neither
IRS audit costs nor costs of tax return preparation {or pariners, members, sharcholders, Principals
or Aftiliates of Borrower are considered Reasonable Operating Expenses.

1V, PROJECT MANAGEMENT.

21, PRESERVATION, MANAGEMENT AND MAINTENANCE OF THE
MORTGAGED PROPERTY. Borrower (a) shall not commit or permit Waste, (b) shall not
abandonatiesMortgaged Property, (¢) shall restore or repair promptly, or cause to be restored or
repaired pramptly, m a good and workmanlike manner, any damaged pari of the Project to the
equivalent of 15 oniginal condition, or such other condition as HUD may approve in writing,
whether or not hitgation or insurance proceeds or condemnation awards are avaiiable to cover
any costs of such restoraiion or repair, and (d) shall keep. or cause to be kept, the Project in
decent, safe, sanitary candition and good repair, including the replacement of Personaliy and
Fixtures with items of equater etter function and quality. Obligations (a) through (d) of this
Section 21 are absolute and uncosnditional and are not fimited by any conditions precedent and
are not contingent on the avatlabtisyof financiad assistance from HUD or on HUD s
performance of any administrative or coitractual obligations. In the event all or anv of the
[mprovements shall be destroved or damazed by fire, by an exercise of the power of eminent
domain, by failure of warranty, or other casualty, the money derived from anv settlement,
judgment, or insurance on any portion of the Praject shall be applied in accordance with the
terms of Program Obligations and the Borrower Stcurity Instrument or as otherwise may be
directed in writing by HUD.

22, FLOOD HAZARDS. Borrower shall maintiin, or cause to be maintained, flood
insurance as required by Program Obligations.

23, CONTRACTS FOR GOODS AND SERVICES. Cohnsistent with Program
Obligations, to the extent that Borrower obtain. or cause to be obtained;<ontacts for goods,
materials, supplies, and services (“Goods and Services™), it shall do so at cosis_amounts, and
terms that do not exceed reasonable and necessary levels and those customarthy pad in the
vicinity of the Land for Goods and Services received. The purchase price of Goods and Services
shall be based on quality, durability and scope of work, Reasonable Operating Expenses do not
include amounts paid tor betterments as defined in the Property furisdiction or the Improvements
unless determined by HUD to be prudent and appropriate. 1{ the Borrower is acquiring goods
and services whose costs exceed Nve percent (3.00%) of the Healtheare Factlity’s gross annual
revenue, Borrower shall solicit written cost estimates. Borrower shall keep copies of all written
cost estimates and contracts or otlier instruments relating 1o the Project, all or any of which may
be subject to inspection and examination by HUD at the Project or other mutually agreeable
location.
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24. RESPONSIVENESS TO INQUIRIES. At the request of HUD, Borrower shall
promptly furnish or cause to be furnished operating budgets and occupancy. accounting and
other reports (including credit reports) and give or cause 1o be given specilic answers 1o
questions relative lo income, assets, liabilities, contracts, operation, and conditions of the Project
and the status of the Borrower Security Instrument.  ~

25, PERMITS AND APPROVALS.

(a) Borrower shall at all times cause Operator, or any lessee or management agent, as
appiicable_to mamtain in full force and eftect, all appropriate certificates of need, bed authority,
provideragreements, licenses, permits and approvals reasonably necessary 1o operate the
Healtheare Fazility or to fund the operation of the Project for the Approved Use (collectively, the
“Permits and Approvals™). Without the prior written consent of HUD, none of the Permits and
Approvals shall belcenveved, assigned, encumbered, transferred or alienated from the Healtheare
Facility or the Project {nor shali they be relinquished 1o any licensing or certification authoriiv).
Borrower shalt ensure kit the Healthcare Facility and the Project are at all times operated in
accordance with the requircments of the Permits and Approvals.

(by  The sceurity mterest relerred 1o 1n Section 27 below shali constitute, to the extent
permitted by faw, a first Lien upon ali'eT the rights, titles and interests of Borrower, i anv, in the
Permits and Approvals. However, in the'event of either a monetary or other default under this
Agreement, the Note, the Borrower Security/Insirument, or any of the other Loan Documents,
the Borrower shall cooperate in any legal and Tatviul manner necessary or required to permit the
continued operation of the Healthcare Facihity fordhs Approved Use. For the intents and
purposes heremn, Borrower hereby irrevocably nominatesiand appoints Lender and HUD, their
respective successors and assigns, cach in is own capacity; as Borrower’s attorney-in-lagt
coupled with an mterest to do all things that any such attornév-ih-fact deems to be necessary or
appropriate in order to facilitate the continued operation of the dzaltheare Facility and the
Project for the Approved Use, including but not limited 1o, the powciand authority 1o provide
any and all information and data, pay such fees as may be required, and execuie and sign in the
name of Borrower, its successors orassigns, any and ail documents, as wiav be required by anv
Governmental Authority exercising jurisdiction over the Project.

(c) Borrower shall not alter, terminate or relinquish or sufter or permitthe alteration,
termination or relinquishment of any Permits and Approvals without the prior writtdn approval
of HUD. In the event that any such alteration, termination or relinquishment is proposed, upon
learning of such proposed alteration, termination or relinguishment, Borrower shall advise HUD
and Lender promptly. Borrower shall insert the foregoing requirements into any Borrower-
Operator Agreement for the Project.

(d) Except as otherwise provided below or in Program Obligations. Borrower shall
clectronically deliver within two (2) Business Days after Borrower’s receipt thereof, to the
assigned HUD personnel and Lender copies of any and all notices, reports, surveys and other
correspondence (regardless of form) received by Borrower from any Governmental Authority
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that includes any statement, finding or assertion that (i) Borrower, Operator, the Project or any
tessee or management agent of the Project is or may be in violation of (or default under) any of
the Permiis and Approvals or any governmental requirements applicable thereto, (i1) any of the
Permits and Approvals are 1o be werminated, limited in any way, or not renewed, (iii) anv civil
money penalty relating 1o the Project is being imposed with respect to the Healtheare Facility, or
(iv) Borrower, Operator. the Project or any lessee or management agent of the Project is subject
to any governmental investigation or inquiry invelving fraud. Borrower shall deliver to the
assigned HUD personnet and Lender, simultaneously with delivery thereof to any Governmental
Authority, any and all responses given by or on behall of Borrower to any of the foregoing and
shall provide to HUD and Lender, promptiy upon request, such other information regarding any
of the forcgeing as HUD or Lender may request. Unless otherwise requested by HUD, the
reporting requement of this provision shall not encompass regulators” communications relating’
solely to licensea nursing lacility surveys where the most severe citation level is at the *G” level
or 1ts equivatent (pursuant to CMS State Operations Manual, Chapter 7, as may herealter be
edited or updated, orapy successor guidance) unless a citation at such level is either (i)
wnresolved [rom the twe most recent consecutive prior surveys, or (it) 1s a repeat violation
having the same citation numbec: Moreover, unless otherwise requested by HUD or Lender, the
nutial communication from the Qpeator pursuant to this paragraph shatl be a notice by email 1o
the Lender describing the conduct-eited, the scope and duration of remedy(ics) imposed, and the
timelines for corrective actions. Then tnless otherwise requested by HUD or Lender, the next
communication {rom the Operator shall Yenotification that the citations have been cleared by the
issuing regulatory agency. The receipt by HUDand/or Lender of notices, reports, survevs,
correspondence and other information shall notifinany way impose any obligation or liability on
HUD, the Lender or their respective agents, reprecemptives or designees to take or refrain from
tuking any action, and HUD, Lender and their respeCtiveragents, representatives and designees
shall have no hiability for any fatlure to act thereon or as aaesult thereof,

26, OPERATOR; COOPERATION IN CHANGEQF OPERATOR.

(a) Unless Borrower 15 itself the licensed operator of the Healtheare Facility,
Borrower has or shall (1} enter into and maintain a Borrower-Operator Agreement or (ii) the
Master Lease, m which event Borrower shall cause any Master Tenant to ehter info and maintain
the Borrower-Operator Agreement, all i such form as approved by HUD. Anv Onerator
(including Borrower) must be approved by HUD and shall exccute a Healthcare Reeulatory
Agreement - Operator (Form HUD-92466A-ORCF) upon such terms as are aceeptanie e HUD
and an Operator Security Agreement (Form HUD-92323-0ORCF) and deposit account control
agreements in form and substance satisfactory to HUD and Lender. [f Borrower is or becomes
Operator, Borrower shall execute a Healthcare Regulatory Agreement — Operator (Form HUD-
92466A-ORCF) upon terms acceptable to HUD and an Operator Security Agreement (Form
HUD-92323-ORCF) and deposit account control agreements in form and substance satisfactory
10 HUD and Lender.

(h) Borrower shall require Operator 1o comply with the terms of the Operator
Regulatory Agreement and shall set forth such requirements, or cause such reguirements to be
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set forth, i any Borrower-Operator Agreement. Borrower shall require any Master Tenant to
comply with the terms of the Master Tenant Regulatory-Agreement and shall set forth such
requirerents in anv Master Lease.

(¢} Inthe event that, consistent with the Operator Regulatory Agreement and/or any
applicable Master Tenant Regulatory Agreement, HUD directs Borrower and/or any Master
Tenant to terminate any Borrower-Operator Agreement and/or Master Lease and procure a new
Operator acceptable to HUD, Borrower shall expeditiously do so consistent with the continued
operation of the Healthcare Facility for the Approved Use, and in cooperation with and subject to
the requirements of the necessary reautatory and/or funding entities. Doing so shall in no wayv
obviate tic-Eorrower’s obligation to comply with all other terms of this Agreement or affect anv
enforcement action by HUD.

(d)  Inthelevent that Borrower is itself the licensed operator of the Healthcare Facility
and HUD determines thar (i) any of the Permits and Approvals have been or are at substantial
and imminent risk of being terminated, suspended or otherwise restricted in such a way that the
Project could not be operatedapethe Approved Use, as evidenced by, without limitation, letters
ol warning or imposttion of penaliies from applicable state and/or federat regulatory and/or
funding agencies, or (i1} the financiziviability of the Healthcare Facility is at substantial and
imminent risk, then, pursuant to Prograns Obligations and without prejudice to any enforcement
actions otherwise set forth in this Agreeriznt, HUD muy direct Borrower to retain the services ol
an operator acceptable to HUD. Upon such direction from HUD, Borrower shall expeditiously
do so.

(e) Without prior approval of HUD, the Overdtor Lease, if any, and/or the Master
Lease, if any, shall not and mayv not be amended 10, contai anv provisions that convey an
ownership interest in the Project 10 Operator or Master Tenant, asapplicable, or grant Operator
or Master Tenant. as applicable, a bargain purchase option durriz or after the lease term.
Nothing herein shall be construed as prohibiting Borrower from granizng an Operator or Master
Tenant, as applicable, an option to purchase the Project on arms-leng'h nzgotiated terms,
provided that such terms do not cause the Operator Lease 0 be characterized-as something other
than an “operating lease™ for accounting purposes and provided such option prosides that the
exercising of same 1s subject to the prior sutisfaction of applicable Program Obligations,
including those relating to the transfer of physical assets.

27.  PERSONAL PROPERTY; SECURITY INTERESTS. Borrower shall suitably
equip, or cause to be equipped, the Project for the Approved Use. Except as otherwise approved
in writing by HUD, Borrower shall grant to Lender and HUD a first lien security interest in all
personal property of Borrower refated to the Project as additional security for the obligauions of
Borrower under the Note, the Borrower Security Instrument and this Agreement. Such security
mierest shall be evidenced by such security agreemenis as Lender and/or HUD mav require and,
m connection therewiih, Borrower shaltl exceute or cause to be executed and delivered such
deposit account control agreements as may be required by Lender and/or HUD. Borrower
hereby authorizes each of Lender and HUD 1o file such UCC financing statements. amendments,
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and continuation statements as either of them may deem to be necessary or appropriate in
connection with the foregoing security interests. Borrower shall not be permitted to grant any
other liens on any of the Mortgaged Property without the prior written approval ol Lender and

HUD.

28. PROFESSIONAL LIABILITY INSURANCE. Borrower shall maintain, or
cause Operator or any lessee or management agent to maintain, professional liability insurance
that complies with the applicable requirements of HUD. Annually, Borrower shall provide, or
cause Operator or any lessee or management agent to provide, to HUD and Lender, o
certification of compliance with such professional liability insurance requirements as evidenced
by an Acdrdor certified copy of the insurance pelicy.

29. CXOPERTY MANAGEMENT AGREEMENTS. [f] m addition to or in lieu of
any Borrower-Operator Agreement, Borrower enters into a property management agrecment or
other document eutlining procedures for managing the Healthcare Facitity (“Muanagement
Agreement”), such agredment or document must be approved by HUD. must include HUD-
92071-0RCE, Managemenw Auitement Addendum, and must be consistent with Program
Obligations. Any management agent must be approved by HUD and must execute and deliver a
Management Agent Certification Pesidential Care Facilities (form HUD-9839-ORCF, or
successor form) in such form as approsed by HUD.

30.  ACCEPTABILITY OF MANAGEMENT OF THE MORTGAGED
PROPERTY. Borrower shall provide managerment of the Mortgaged Property in a manner
consistent with Program Obligations and acceptabicio HUD. Borrower shall take such actions
as shall cause the Project to conform to Program Obhigations.

31, TERMINATION OF CONTRACTS. Excdpt asotherwise permitted by HUD,
any contract pertainmg o the Project with a vendor having an identity of interest with the
Borrower and/or Operator, as determined by HUD pursuant to Prograsn Obligations, shall
provide: (1) in the event of a default under this Agreement, any Master-Tenant Regulatory
Agreement, or the Operator Regulatory Agreement, the contract shall be’subiect to termination
without penalty and without cause upon written reguest by HUD, within thirtv. 30) davs notice
ot such termination; and (2} in the event that HUD determines that any of the Permits and
Approvals are at substantial and imminent risk of being terminated, suspended ot Othierwise
restricted so as to have a material adverse effect on the Project, the contract shall be'stoject to
termination immediately without penaity and without cause upon written request by HUD. Upon
such request by HUD, Borrower shall immediatelv arrange to terminate the contract, or cause
Operator to terminate the contract, and Borrower shall also make arrangements, or cause
Operator to make arrangements, satisfactory 1o HUD for continuing acceptable services to the
Project effective as of the termination date of the contract.

32, MANAGEMENT AGENT. In the event that a management agent is or will be
the hoider of the Mealtheare Facility license or is or will be the payee under one or more third-
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party payvor agreements with respect to the Healtheare Facility, such management agent will be
treated as an Operator in accordance with Program Obligations,

33, COMMERCIAL (NON-RESIDENTIAL) LEASES. No portion of the Project
shall be leased for any commercial purpose or use without receiving HUD’s prior written
approval as to terms, form and amount, except for commercial leases for support or anciilary
services which are subordinate to the Borrower Security Instrument, have terms of not more than
five (5) years and otherwise comply with Program Obligations. Borrower shall deliver, or cause
to be delivered, an executed copy of any commereial fease to HUD and Lender within thirty (30)
davs after its effective date.

V. ACTIONS REQUIRING THE PRIOR WRITTEN APPROVAL OF HUD.

3. Bowwwver shall not without the prior written approval of HUD, including without
Iimitation in accordance with Program Obligations:

(a) Convey, assion_wansler. pledge, hvpothecate, encumber. or otherwise dispose of
the Mortgaged Properiy or any ipiciest therein, or permit the convevance, assignment, or transfer
of any interest or control in Borrower Ol the effect of such convevance, assignment or transfer is
the creation or elimination of a Principal) unless permitied by Program Obligations. Borrower
need not obtain the prior written approvaioi HUD for: (i) convevance of the Mortpaged
Property at a judicial or non-judicial foreclosurcisale under the Borrower Security Insirument;
{it) inclusion of the Mortgaged Property in a bagikvuptey estate by operation of law under the
United States Bankruptey Code; (ii1) acquisition of aainterest by inheritance or by court decree;
or (1v) as otherwise allowed by Program Obligations.

{b) Enter into any contract. agreement or arrangementto borrow funds or finance any
purchase or incur any liabihty, direct or contingent, other than foaecordance with the Loan
Dacuments and Program Obligations.

(¢} Yay out any lunds in violation of this Agreement, the Loan Documents, or
Program Obligations.

(d) In accordance with 24 C.F.R. 2321007 or any successor regulation], except lor
Distributions altowed pursuant to this Agreement. pay any compensation, including ‘wages or
salaries, in excess of fair and reasonable compensaiion or incur any obligation to do so, to any
officer, director, stockholder, trustee, beneficiary, partner, member, or Principal of Borrower, or
to any nominee thereot, except that, at any time at which Borrower is the operator of the
Healtheare Facility, Borrower may pay fair and reasonable compensation to emplovees who are
officers, directors, stockholders, trustees, beneficiaries, partners, members or Principals of
Borrower.

{e)  Enterimto or change any contract, agreement or arrangement for supervisory or
managerial services or leases for the operation of the Healtheare Facility or any portion of the
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Project, except as permitted under Program Obligations.

{ Convey, assign or transfer any right to receive Rents of the Mortgaged Property.

(g)  Remodel, add to, subtract from, construct, reconstruct or demolish any part of the
Project, except as required by HUIY under Section 21(¢) and except that Borrower may, without
approval of HUD, (i) dispose of or cause to be disposed of obsolete or deteriorated Fixtures or
Personalty 1f the same are replaced with like ttems of the same or greater quality or value
(provided, that Borrower shall have no obligation to replace any such Fixtures or Personalty that
are not needed for operation of the Project) and (i) make minor alierations that do not adversely
affect the'Martgaged Property,

(h) rzrmit the use of the Project, including any portion of the Healtheare Facitity, for
any other purpose cxeept the Approved Use, or permit commercial use greaier than that
originally approved by D,

(1) Amend the crgamizational documents of Borrower in such a way that modities the
terms of the organizational docupicats required by HUD, Lender. and/or Program Obligations,
mcluding, but not fimited to: (i) anvamendment that results in the ereation or elimination of a
Principal or modifies the requiremerity tegarding the filing of a HUD previous participation
certification when required by Program Ghtigations; (11) any amendment that in anv way affects
the Loan Documents; (1i1) any amendment that vould change the identity of the persons and/or
entities authorized 1o bind Borrower previousivapproved by HUD or pre-approve a successor
general partner, manager or member to bind the partiership or company for any matiers
concerning the Project which require HUD’s consent ev znproval; (iv) a change in any general
partner, manager or managing member or pre-approved guccessar general partner. manager or
managing member of the partnership or company or any change in a guarantor of any obligation
to HUD; and (v} any proposed changes to the mandatory HUDA»aguage included in the
organizational documents. Copies of all fullv executed amendmenss 14 the organizational
documents must be provided to HUD within ten (10) davs of the cttective date of the
amendment. [f the amendments 1o the organizational documents are recarded, copies of the
recorded documents must be provided to HUD within ten (10) davs ol rece!pt by Borrower,

(0 Except in cases funded by proceeds from professional liability insurance, institute
litigation seeking the recovery of a sum in excess of $100,000, nor seutle or comproraise any
action for specific performance, damages. or other equitable relief, in excess of $100,000; and in
ali cases dispose of or distribute the proceeds thercof. '

(k) Reimburse any party from the Mortgaged Property for pavment of expenses or
costs of the Project except for Reasonable Operating Expenses and except for payments by
means of Distributions.

(1) Receive any fee or payment of any kind {rom Operator or any management agent
or employee of the Project, or other provider of Goods or Services ol the Project in exchange for
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the right to provide such Goods or Services.

(m)  Exceptas provided in Section 33, enter into, or agree to the assignment of, any
commercial lease for all or part of the Morigaged Property.

{w)  Eater into any amendment of any contract or lease relating to the Project, except
to the extent such contract or lease docs not require HUD s approval, inchuding without
limitation any amendiment that (i) reduces the rent or other payvments due w Borrower, (ii)
materially increases the obligations of Borrower or the rights of the other parties 10 such contract
or lease, (i) materially decreases the rights ol Borrower or the obligations of the other parties to
such contract or lease, or (1v) alters any provision of such contract or lease required by HUD to
be includedahsrein.

VI. ENFORCEMENT.

35, VIOLATION OF AGREEMENT. The occurrence of any one or more of the
following shall constitute a™™V j=iation™ under this Agreement:

(@) Any failure by Borsorver to comply wiith any of the provisions of this Agreement;

(b)  Any failure by Borrower «¢ comply with any of the provisions of any other of the
lLoan Documents;

(¢) Any fraud or material misrepresentation or material omission by Borrower, anv of
its officers, direciors, trustees, general partners, members, managers, emplovees, representatives
or managing agent in connection with (1) anv {inancial y2atement, rent roll or other report or
mformation provided to HUD during the term of this Aureerent or {2) any request for HUD's
consent to any proposed action, including a request for disburseient of funds from any restricted
account for which HUD s prior written approval is required: ar

(d)  The commencement of a forfeiture action or proceeding,avhether civil or
criminal, which, in HUDY's reasonable judgment, could result in a forfeitur¢ ofthe Mortgaged
Property or othersise materially impair Lender’s and/or HUD's interest in the Murigaged
Property.

3o. NOTICE OF VIOLATION AND EVENT OF DEFAULT.

(a) At any time during the existence of a Violation, HUD may give written notice of
such Violation to Borrower (the “Violation Notice™), addressed 1o the addresses stated in this
Agreement, or such other addresses as may subsequently, upon appropriate written Notige 1o
HUD and Lender, be designated by Borrower as its legal business address. Borrower shall have
thirty (30) days to cure, or cause to be cured, any Violation deseribed in the Violation Notice,
provided that HUD shall extend such thirty {(30) day period by such time as HUD may
reasonably determine is necessary to correct the Violation for so long as, HUD determines. in its
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discretion, that: (i) Borrower is timely satisfving all payment obligations in the Loan
Documents; (i) none of the Permits and Approvals is at substantial and imminent risk of being
terminated; (i11) such vielation cannot reasenably be correcied during such thirty (30) dav period,
but can reasonably be corrected in a timely manner, and (iv) Borrower, Master Tenant, (il a
Master Lease 1s then i etfect with such Master Tenant, or Operator commences to correct such
Violation, or cause such correction to be commenced, during such thirty (30) day period and
thereatter diligent]lv and continuousty proceeds 1o correct, or cause correction of, such Violation.
[f, after delivery of such Violation Notice and applicable cure period, the Violation is not
corrected to the satisfaction of HUD, HUD mayv declare an Event of Default under this
Agreement.without further Notice. Aliernatively, if necessary in HUD’s determination 1o protect
the healt!v and safety of the tenants or the linancial or operational viability of the Healtheare
Facility, HUD may declare an Event of Default at any time during the existence of a Violation
without providipg prior written notice of the Violation,

(b)  Notwithstanding any other provisions of this Agreement, if HUD determines at
any time that any of the/Fermits and Approvals are at substantial and imminent risk of being
terminated, suspended or othecyiise restricted if such termination, suspension, or other restriction
would have a materially adverse £ifect on the Project, including without limitation, HUD's
determination that there 1s a substantial risk that deficiencies identified by applicable state and/or
federal regulatory and/or funding agencios cannot be cured in such manner and within such time
periods as would avoid the loss, suspensici, or diminution of any of the Permits and Approvals
that would have a matenally adverse effect on the Project, or i HUD determines at any time that,
as a result of a Violation, the value ol the Mortgaged Property is st substantial and imminent risk
of material adverse diminution, then HUD may indnediately (without thirty (30) davs notice)
declare an Event of Default of this Agreement and may” samediately proceed to take actions o
pursue its remedies.

{c) Upon any declaration ol an Event of Default, HZBmay:

(1) [ HUD holds the Note, declare the whole of the Indebtedness immediately
due and payable and then proceed with the foreciesureof the Borrower
Securtty Instrument or otherwise dispose of HUD s interest in the Note
and the Borrower Security Instrument pursuant to Prograp: Obligations;

(i) Ilthe Note is not held by HUD, notify the holder of the Nore of such
default and require the holder 1o declare a default under the Naic and the
Borrower Security Instrument, and the holder after receiving such Notice
and demand, shall declare the whole of the Indebtedness due and pavable
and thercupon proceed with foreclosure of the Borrower Security
[nstrument and/or the exercise of other remedies available 1o Lender under
the Loan Documents or at law or equity, or assign the Note and the
Borrower Security Instrument to HUD as provided in Program
Obligations. Upon assignment of the Note and the Borrower Securiiy
Iastrument to HUD, HUD may then proceed with the foreclosure of the
Borrower Security Instrument or otherwise dispose of HUD s interest in
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the Note and the Borrower Security Instrument pursuant to Program
Obligattons;

(1) Collect all Rents and charges in connection with the Project or the
operation of the Healthcare Facility, to the exient permitted by applicable
law, and use such collections to pay obligations of Borrower under this
Agreement and under the Note and the Loan Documents and the necessary
expenses of preserving and operating the Project;

(iv)  Take possession of the Mortgaged Property; bring anv action necessary 1o
enforee any rights of Borrower growing out of the Mortgaged Property’s
operation, and maintain the Mortgaged Property in decent, safe, sanitary
condition and good repair;

&) Apply o any court, state or federal, for specific performance of this
Agreement, for an injunction agaimst any Violations of this Agreement, for
the appointment of a receiver to take over and operate the Project in
acvordance with the terms of this Agreement, or for such other reliel as
mady be appropriate, as the injury to HUD anising from a default under any
of thetepss of this Agreement would be irreparable and the amount of
damage weoutd be difficult to ascertain; and.

(vi)  Collect redsapable atiorney fees related 1o enforcing Borrower's
compliance Wit ibis Agreement.

(vii)  In non-identity of inte/esticases, Landlord and/or Master Tenant shali use
all commercially reasonable efforts to enforce their rights against Master
Tenant or Subtenant in the cvent of a Lease or Sublease default, 10 avold a
mortgage insurance claim.

(d)  Any forbearance by HUD in exercising any rightor remedy under this Agreement
or otherwise afforded by applicable taw shall not be a waiver of ar prectude the exercise of any
right or remedy.

() [fat any tme the Project is subject to a Master Lease, such Master Lease shall be
subordinated to the Loan Documents pursuant to the then applicable HUD forpaf Master Lease
Subordination, Non-Disturbance and Attornment Agreement (a “Master LeaseSNIDA™) or a
Master Lease Subordination Agreement, as determined by HUD in accordance with Program
Obligations. HUD agrees to honor (a) the provisions of Sections 4 and 7 ol any Maziee Lease
SNDA, and (b} the provisions of Scetion 5 of the Master Lease SNDA or Master Lease
Subordination Agreement, insofar as such sections call for HUD’s consent for the release of the
Project from the Master Lease and/or the Loan Documents. on the terms and subject to the
hmitations set forth in such seclions.

37, MEASURE OF DAMAGES. The damage to HUD as a result of Borrower’s
breach of duties and obligations under this Agreement shall be, in the case of lailure 1o matntain,
or cause 1o be maintained, the Project as required by this Agreement, the cost of the repairs
required to return the Project to decent, safe and sanitary condition and good repair. This
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coniractual provision shall not abrogate or limit any other remedy or measure of damages
available to HUD under any civil, criminal or common law.

38, NONRECOURSE DEBT. The addendum (“Section 38 Addendum™) attached
hereto is incorporated herein by reference.

VII. MISCELLANEOUS.
39 COMPLIANCE WITH LAWS.

(a} Borrower shall comply with all applicable: laws; ordinances; regulations;
requirements aiany Governmental Authority; lawful covenants and agreemenis (including the
Borrower Securiyotnstrument) recorded against the Mortgaged Property; and Program
Obligations; includtaz but not imited 1o those ol the foregoing pertaining to: health and safety;
construction of improvements on the Mortgaged Property; fair housing; civil rights; zoning and
land use; Leases; lead-based paint maintenance requirements of 24 C.F.R. Part 33 and
maintenance and dispositoiafiesident sccurity deposits; and, with respect 1o all of the
foregoing, all subsequent amenduiciits, revisions, promulgations or enactments. Borrower shall
at all times maintain records sutfreient (o demonstrate compliance with the provisions of this
Section 39, Borrower shall take apprgpriale measures to prevent, and shall not engage in or
knowingly permit, any illegat activities atthe Mortgaged Property including those that counld
endanger residents or visitors, result in damage t the Mortgaged Property, result in forfeiture of
the Mortgaged Property, or otherwise impair (he lien created by the Borrower Security
Instrument or Lender’s interest in the Mortgaged Preperty. To the best of Borrower’s
knowledge, Borrower represents and warrants o HUDat no portion of the Mortgaged Property
has been or shall be purchased with the proceeds ol any ieual activity.

(b)  There shall be full compliance with the provisiodset (1) any State or local laws
prohibiting discrimination in housing on the basis of race, color, nadodal origin, religion, sex,
disability, and familial status; and (2) the regulations of HUD providing for non-discrimination
and equal opportunity in housing. It is understood and agreed that failuse orrefusal to comply
with any such provisions shall be a proper basis for HUD to take any corrective action it may
deem necessary including. but net limited 10, the rejection of applications for Fils mortgage
isurance and the refusal to enter into future contracts of any Kind with which Bowrower is
identified; and further, if Borrower Is a corpuration or any other type of business assatiation or
organization which may fail or refuse to comply with the aforementioned provisions, HUD shall
have a similar right of corrective action (1) with respect to any individuals who are officers.
directors, trustees, managers, partners, associates or principal stockholders of Borrower; and (2)
with respect to any other tvpe of business association, or orzanization with which the officers,
directors, trustee, managers, partners, associates or principal stockholders of Borrower may be
identified.
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(¢) HUD and Lender shall be entitled (o invoke any remedies available by law or
equity 1o redress any breach or to compel compliance by Borrower with these requirements,
ncluding any remedies available hereunder.

40.  BINDING EFFECT. This Agreement shall bind, and the benetits shall inure to,
Borrower, 1ts heirs, legal representative, executors, administrators, successors in office or
mterest, and assigns, and to HUD and HUD's successors, so tong as the Contract of Insurance
continues in effect, and during such turther time as HUD shall be Lender, holder, coinsurer, or
reinsurer of the Borrower Security Instrument, or obligated 1o reinsure the Note or the Borrower
Security Instrument.

4. 7 APARAMOUNT RIGHTS AND OBLIGATIONS. Borrower warrants that it has
not, and shall et execute any other agreement with provisions contradictory of, or in opposition
to, the provisions licteof, and that, in any event, the requirements of this Agreement are
paramount and controthing as to the rights and obhigations set forth and supersede anv other
requirements in contlieVinerewith.

42, SEVERABILITY. The invalidity of any clause, part, or provision of this
Agreement shall not alfect the vatidicy ot the remaining portions hercol.

43, RULES OF CONSTRUCTION. The captions and headings of the sections of
this Agreement are for convenience only and shall be disregarded in construing this Agreement.
Any reference in this Agreement 1o an “Exhibit™ ¢r a “Section” shail, unless otherwise explicitly
provided, be construed as referring, respectively, 10 4p Exhibit attached 10 this Agreement or 1o a
Section of this Agreement. All Exhibits attached 1o opteierred to n this Agreement are
incorporated by reference into this Agreement. Use of Fe-singular in this Agreement includes
the plural and use of the plural includes the singular. As uscd in this Agreement, the term,
“including™ means “including, but not limited to.”

44, PRESENT ASSIGNMENT. To the extent permitted by applicable law,
Borrower irevocably and unconditionally assigns, pledges, mortgages and tznsters to HUD its
rights 1o Rents, charges, fees, carrying charges, Project accounts, seeurity aepesits, and other
revenues and receipts of whatsoever sort that it may receive or be entitled to réeeive from the
operation of the Mortgaged Property, subject to the assigniment of Rents and othty provisions in
the Borrower Sceurity Instrument and, 1f Borrower is also Operator. subject to the righas of any
accounts receivable lender under accounts recervable {inancing that has been approved by HUD.
Until a default is declared under this Agreement, a revocable license is pranted o Borrower to
collect and retain such Rents, charges, fees, carrving charges, Project accounis, security deposits,
and other revenues and receipts, but upon an Eveni ot Default under this Agreementi or under the
Borrower Security [nstrument, such revocable license is automatically terminated.

45, NOTICE.
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(a) All notices, demands and other communications (“Notice™) under or concerning
this Agreement shall be in writing. A courtesy copy of any Notice given by Borrower or HUD
shall be sent simultaneously to Lender. Each Notice shall be addressed to the intended recipients
al their respective addresses set torth below, and shall be deemed given on the carliest to occur of
(1} the date when the Noiice 1s received by the addressee; (11) the first or second Business Day
after the Notice is delivered to a recognized overnight courier service, with arrangements made
for payment of charges for next or second Business Day delivery, respectively, or (i) the third
Business Day afier the Notice is deposited in the United States mail with postage prepaid,
certified mail, return receipt requested. As used in this Section 43, the term “Business Day™
means any day other than a Saturday or a Sunday, a federal holiday or holiday in the state where
the Projecuis located or other day on which the federal government or the government of the
state whereahe-Project is tocated ts noi open for business. When not specificallv designated as a
Business Day.ire term “day” shall refer to a calendar day.

(b} Any partvito this Agreement and Lender may change the address to which
Notices intended for itaie to be directed by means of Notice given to the other party in
accordance with this Section.s ¢ Each party agrees that it shall not refuse or reject delivery of
any Notice given in accordance withy this Section 45, that it shall acknowledge, in writing, the
receipt of any Notice upon requestbi-the other party and that any Notice rejected or refused by it
shall be deemed for purposes of this dzction 45 to have been received by the rejecting party on
the date so refused or rejected, as conclusively established by the records of the U.S. Postal
Service or the courier service.

BORROWER; CARLTON ASSOCIAVES LIMITED PARTYNERSHIP
34350 Oakion St
Skokie. [1. 60076

HUD: U.S. Department of Houstng andUvhan Development
Office of Residential Care Facilities
451 7" Street SW
Washington, DC 20410

LENDER: Housing & Healtheare Finance, LLC

3513 Security Lang, Suite 733
North Bethesda, MD 20852

Exhibat Ao Legal Description
Exiubit B: Section 38 Addendum

[SIGNATURE PAGES TO FOLLOW]
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SIGNATURE PAGE TO REGULATORY AGREEMENT — BORROWER

IN WITNESS WHEREOF, the parties hereto have'set their hands and scals on the date first
herein above written.

Borrower hereby certifies that the statements and representations contained in this instrument
and all supporting documentation thereto are true, accurate, and complete and that each signatory
has read and understands the terms of this instrument. This instrument has been made,
presented, and delivered for the purposc of influencing an official action of HUD in insuring the
LLoan, add may be relied upon by HUD as a true statement of the facts contained therein.

BORROWER:
CARLTON ASSOCIATES LIMITED

: ' PARTNERSHIP
an lllinois LimitedfXartnership

By:
Name: Chaim Rajchen%ach
Its: Authorized Signatory

ACKNOWLEBEMENT

STATE OF )
) ss:
COUNTY Of(vw; \ )

On thy§ day of ) 12020, before me, a Notary Publiciin and for said County
and State, duly ¢ \ssioned and $wOrn, personally appeared Chaim Rajchenbach. known to me
to be the person whose name is subscribed to the within instrument and acknowlsdged 10 me that
he executed the same in his authorized capacity, and that by his signature on the instiument the
person or the entity on behalf of which the person acted, executed the instrument.

IN WITNESS WHEREOQF, | have hereunto set
day and year in the Certificate first written above,

official seal the

Officiar g
" OTdTe 6f Mlfings
Apires Dog 17, 2099

My commission expites  Notary
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SIGNATURE PAGE TO REGULATORY AGREEMENT - BORROWER

U.S. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT, acting by and

through the ccr?

Print P(mm Jason P, Rulh
Authorized Agent
Oftice of Residential Care Facilitics

ACKNOWLEDGEMENT
DISTRICT OF COLUMBIA

On this _l_Lg_ day of %WQ””’M . 2020, before me, a notary public in and for the
jurisdiction aforesaid, personally appeared Jason P. Roth, who acknowledged that he is the
Authorized Agent of the Secretaryot).S. Department of Housing and Urban Development,
acting by and through the Federal Hetsing Commissioner, and Supervisory Account Executive
in the Office of Restdential Care Facihtues,U.S. Departiment of Housing and Urban
Developiment, and that he, being authorized 10 aw so by virtue of such office, exccuted the
foregoing instrument on behatf of the Federal tlousing Commissioner, acting for the Seeretary of
the U.S. Department of Housing and Urban Development.

\3‘5“62;%”]'[“” ' l , N Pul ]
X) ', (0 4 &: ry 'ub IL
AN T, J & L W

Witness my hand and official seal.

b

S 105 !
£Sz§§{:;(3£ J; z (Prin l\'dmL
 NOISSINWO) :© My commission expires: __ /[ (¥ 7,(;7 2
AW DX
LQ 2! 3

SGINT

NOTICE: THIS AGREEMENT MUST HAVE A LEGAL DESCRIPTION ATTACHED
AND BE EXECUTED WITH ALL FORMALITIES REQUIRED FOR RECORDING A
DEED TO REAL ESTATE (i.e., NOTARY/ACKNOWLEDGEMENT, SEAL, WITNESS
OR OTHER APPROPRIATE FORMALITIES).
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LEXHIBIT A

LEGAL DESCRIPTION OF THE LAND

The land referred to in this Palicy is described as follows:

All that certain lot, piece or parcel of fand, with the buildings and improvements thereon erected,
situate, lying and being in the City of Chicage, County of Coak, State of lllinois.

TRACT I:

THE EAST THIRTY FOUR (34) FEET OF LOT SIX (6) IN C.UJ. GORDON'S ADDITION N
CHICAGO, BEING A SUBDIVISION OF LOTS 5, 6, 23 AND 24 AND THAT PART OF
VACATED (S7REET LYING BETWEEN SAID LOTS, ALL IN SCHOOL TRUSTEE'S
SUBDIVISION OF FRACTIONAL SECTION 18, TOWN 40 NORTH, RANGE 14 EAST OF THE
THIRD PRINCIPALMERIDIAN, IN COOK COUNTY, ILLINOIS.

TRACT II:

LOTS 4, &5, 7 AND LOT ¢ 1EXCERT THE EAST 34 FEET THEREOF) IN C U GORDON'S
ADDITION TO CHICAGQ, BEING A SUBCIVISION OF LOTS 5, 6, 23, AND 24 AND THAT
PART OF VACATED STREET LYING BETWEEN SAID LOTS IN SCHOOL TRUSTEES
SUBDIVISION OF FRACTIONAL SECTION 16, TOWNSHIF 40 NORTH, RANGE 14 EAST CF
THE THIRD PRINCIPAL MERIDIAN, INCOOK COUNTY, ILLINGIS,

TRACT ik
LOT 24 IN COUNTY CLERK'S DIVISION OF COTS 8, 4, 24 AND ACCRETIONS THERETO, IN
C.U GORDON'S ADDITION TQ CHICAGO, AFGRESAID, ALL IN COOK COUNTY, ILLINCIS.

NOTE: Being Parcel No. 14-16-300-002-0000, 14-16-200/004-0000, 14-16-300-005-0000,
14-16-300-005-0000, 14-16-300-007-0000, i4-16-300-085-0000 of the City of Chicago, County
of Cook.

Note: Parcel No. shown for information purposes anly.
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EXHIBIT B

SECTION 38 ADDENDUM

The Loan is nonrecourse. The following individuals or entities (each, a “Section 38 party”) as
identified below and in the Firm Commitment (which means the commitment for insurance of
advances or commitment for insurance upon completion issued to Lender by HUD under which
the debt evidenced by the Note 15 to be insured pursuant o a Section of the Act, dated July 17,
2020, and any amendments thereto):

. Chaim Rajchenbuach
2. Menachem Shabat

does not assume pérsbnal liabtlity for paviments duc under the Note and the Borrower Sccurity
Instrument, or for the pavments o the Reserve for Replacement, or for matters not under its
control, provided that exch said individual or entity shall remain personally liable under this
Agreement only with respecticiine matiers hereinafter staied; namely: (@) for funds or propeny
of the Project coming into its hapdsiyvhich, by the provisions of this Agreement, it is not entitled
to retain; (b) for authorizing the conrevance, assigniment, transier, pledge, encumbrance, or other
disposition of the Mortgaged Property Onany interest therein in violation of this Agreement
without the prior written approval of HULY and (¢) for its own acts and deeds, or acts and deeds
of others, which it has authorized in violatio ofithe provistons ol this Section. The obligations of
the individuals or entities listed in this Scction ghall survive any foreclosure proceeding, any
foreclosure sale, any delivery of any deed in lieu el foreclosure, any termination of this
Agreement, and any refease of record of the BorrowerSceurity Instrument,

{SIGNATURE PAGE TO FOLLOW)|
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SECTION 38 SIGNATURE PAGE TO THE lILAL1 HCARE REGULATORY

AGREEMENT - BORROWER
' B) X /

Chaim Rd_](.h(.l'li‘)ﬂ(_h\(
an Individual

‘,( ACKNOWLEDGMENT

STATE OF K=
LN
COUNTY OF ( TN\

The fmq:omg mstlumem Was acKiioy vlt,dg,d beimc me 1h1@\ay of A‘)\ , 2020

Nota@aﬁfic g

Printed Name: Notany o, oft fClalSea
My Lommzsbmn Wiﬁﬂ BShss,o E St s of Hinois
S Dec 17, 2000

i"v‘-_
"Sv"g‘
T,
ot

) ‘H

(SEAL)
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SECTION 38 SIGNATURE PAGE TO AEALTHCARE REGULATORY

AGREEMENT - BORROWER:

By: !
Menachen) Shabat
an Individual
// ACKNOWLEDGMENT
STATE OF AN

county or (2

AN

The foregoing instrument was acknowledged before me thus _/_@day of m/ . 2020
by Menacliem S t in his individual capacity.

Notar)y Pwblic \J

Printed Name: D/(‘WI& @JW

. . T *
My Commigsion Expires:

12 /13/ 1w

Official Seal

Notary Public - Staie of Hlinois
My Commission Expires Dec
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