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MORTGAGE, SECURITY AGREEMENT
AND FINANCING STATEMENT

THIS MORTGAGE, SECURITY AGRIEMENT AND FINANCING STATEMENT,
made as of the 3lst day . of July, 1995, by and between CHICAGO
COLONY APARTMENTS ASSOCIATES, an Illinois general partnership
("Borrower"”), whose mailing address is /o Paragon Group Property
- Services, Inc., 12400 OQlive Boulevard, Suite 100, St. Louis,
Misgouri 63141, and JOHN HANCOCK MUTUAL LIFE INSURANCE COMPANY, a
Magsachusetts corporation, having its principal office and place of
business at John Hancock Place, 200 Clarendon S8treet, Boston,
Masgacnugetts 02117 {"Lendex"),

— R e o ARE v e e e

A. Borrowtr has executed and delivered to Lender a PROMISSORY
NOTE in the princiral: amount of SEVENTEEN MILLION FQUR HUNDRED

THQUSAND AND NO/100 DOLLARS ($17,400,000.00), (which PROMISSORY
NOTE, . together with all-notes issued and accepted in substitution

or exchange therefor, :nd as any of the foregoing may from time to
vime be modified or extenda:d, is hereinafter sometimes called the
"Note"), which Note provides, among other things, for final payment
of principal and interest under the Note, if not sooner paid or
- payable as provided therein, tc be due on August 1, 2002, the Note
by this reference thereto being jivorporated herein; and

B. Lender is desirous of securinz the prompt payment of the

Note together with interest and prepayment fees, if any, thereon in
accordance with the terms of the -Note, and any additional
indebtedness accruing to Lender con account of .any future payments,
advances or expenditures made by Lender puisuant to the Note or
thig Mortgage - {all hereinafter sometimes collectively referred to
as the “indebtedness secured hereby").

NOW, THEREFORE, Borrower, to secure payment of Lne indebted-
ness secured hereby and the performance of the c¢oveuants and
agreements herein contained to be performed by Borrowexr, and for
good and valuable consideration in hand paid, the receipt and
sufficiency whereof are hereby acknowledged, hereby agrees and
covenants that:

1. GRANTING CLAUSES.

Borrower hereby irrevocably and absolutely does by these
presents grant, mortgage, convey, transfer, assign, bargain, and
sell to Lender, its successors and assigns, with all powers of sale
(if any) and all statutory rights under the laws of the State of
Illincis, all of Borrower’s present and hereafter acquired estate,
right, title and interest in, to and under, and grants to Lender a
security interest in, the following:

{a) The real property described in EXHIBIT A attached hereto
~and incorporated herein by this reference, together with all

30830586
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buildings, structures and improvements now or hereafter erected

thereupon and together with the fixtures and personal property
hereinafter described (which real property, buildings, structures, .
improvements, fixtures and . personal property is hereirnafter
sometimes referred to as "the Mortgaged Premises"); and

(k) All and singular the easements, rights-of-way, licenses,
permite, rights of use or occupancy, privileges, tenements,
appendages, hereditaments and appurtenances and other rights and
privileges thereunto belonging or in any wise appertaining, whether
now or in the future, and all the rents, issues and profits
therefrom; :

{¢) 7 All right, title and interest, if any, of Borrower, in
and to the land lying within any street, alley, avenue, roadway or
right-of ~-way open or proposed or hereafter vacated in front of or
adjoining said Mortgaged Premises; and all right, title and
interest, if anyv, of Borrower in and to any strips and gores
adjoining said Moxtvaged Premises;

(d) All machinely, apparatus, equipment, goods, systens,
building materials, caxpcting, furnishings, fixtures and property
of every kind and nature wratsoever, now or hereafter located in or
upon or affixed to rhe waid Mortgaged Premises, or any part
"thereof, or used or usable in connection with any construction on
or any present or future operaiion of said Mortgaged Premises, now
owned or hereafter . acquired by (Borrower, including, but without
limitation of the generality of thz {oregoing: all items described
in EXHIBIT B attached herete and made 2 part herecf; all heating,
lighting, refrigerating, ventilating, air-conditioning, air--
cooling, fire extinguishing, plumbing, cleaning, communications and
power equipment, systems and apparatus; ~and all elevators,
awitchboards, motors, pumps, screens, awnings, floor coverings,
cabinets, partitions, conduits, ducts and ceampressors; and also
including any of such property owned by Borrower aid stored on said
Mortgaged Premises or in warehouses and intended to be used in
connection with or incorporated into said Meortgagend Premises; it
being understood and zgreed that all such machinery, ‘equipment,
.apparatus, goods, systems, fixtures, and property are apart of the
gaid Mortgaged Premises and are declared to be a portistn of the
gecurity for the indebtedness secured hereby (whether irn aingle
units or centrally controlled, and whetlier physically attached to
said real estate or not}), excluding, however, personal property
owned by tenants of the Mortgaged Premises; and

(e}  Any and all awards, payments or insurance proceeds,
including interest thereon, and the right to receive the same,
which may be paid or payable with respect Lo the Mortgaged Premises
as a result of (1) the exercise of the right of eminent domain, or
{2} the alteration of the grade of any street, or (3) any fire,
casualty, accident, damage or other injury to or decrease in the
value of the Mortgaged Premises, to the extent of all amounts which
may be secured by this Mortgage at the date of receipt of any such

2
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award or payment by Lender., Borrower agrees to execute and
deliver, from time to time, such further instruments as wmay be

requested by Lender te confirm such assignment to Lender of any.

such award or payment,

TO HAVE AND TO HOLD the Mortgaged Premises with all rights,
privileges and appurtenances thereunto belonging, and all rents,
iggues and profits therefrom, unte Lender, its successors and
assigns, forever, for the uses and purposes herein expressed.

THIS MORTGAGE IS GIVEN TO SECURE:
(3 Payment of the indebtedness secured hereby;

(2) "“Payment of such additional sums with interest thereon
which may hereafter be lonaned to Borrower by Lender or advanced

under the Lcarn  Documents (hereinafter defined), even though the-

aggregate amount outstanding at any time may exceed the original
principal balance stated herein and in the Note (provided, however,
that the indebtedress secured hereby shall in no event exceed an
amount. equal to three hundred percent (300%) of the face amount of
the Note); and

{3) The due,'prdmpt and complete performance of each and

every covenant, condition and agreement contained in this Mortgage,

the Note, and every other agreement, document and instrument to
which reference is expressly made in this Mortgage or which at any"

time evidences or secures the inuzbtedness evidenced by the Note
(this Mortgage, the Note and all” such other instruments are
hereinafter sometimes collectively ‘veferred to as the "Loan
Documents") .

2. REPRESENTATIONS AND COVENANTS.

It is a condition of this'Mortgage that Anie representations

and covenants made in this Section 2 be true, correct and complete.

upon the execution and delivery of the Loaii Documents; and Borrower
hereby represents and covenants to Lender that:

2.1 Title to Mortgaged Premises. As of the date o7 delivery
of rhis Mortgage, Borrower is well and lawfully seized Of the
vortgaged Premises as a good and indefeasible estate in fee simple,
free and clear of all liens, encumbrances, easements, covenants,
conditions, and restrictions (inecluding, with respect to the

fixtures and personal property referred to herein, security

interests, conditional sales contracts, title retention financing
devices  and anything of a similar nature except those made or
entered into by a tenant of the Mortgaged Premises), subject,

however, to the matters set forth in EXHIBIT C attached hereto, ang

has good and full power and lawful authority to grant, mortgage,
convey and grant a security interest in the same in the manner

herein provided; and that Berrower will make any further assurances

of title that Lender may require and will defend the Mortgaged
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Premisés against all claims and demands whatsoever, subject to the
matters set forth in Exhibit € attached hereto.

2.2 Due Qrganization, Authority. Borrower is duly organized
and validly existing and in good standing under the laws of the

State of Illinois and has power and authority adequate to carry on
its business as presently conducted, to own the Mortgaged Premises,
to.make and .enter into the Loan Documents and te carry out the
transactlons conLemplated therein.

2.3 ;Eggggg;gn‘ Delivery and Effect of Loan Documents. The
Loan ~Dozuments have each been duly authorized, executed and
delivered by Borrower, and each is intended to be a legal, valid
and bindiny obligation of Borrower, subject to the limitation on
personal  Ziubility stated in Section 2 hereof, enforceable in
accordance with its terms, except to the extent that the enforce-
ability thereof may be limited by bankruptey, insolvency or other
gimilar laws affecting creditors’ rights generally and subject to
the exercise of judirial discretion in accordance with general
principles of equity (regardless of whether enforcement is sought
in a proceeding in equity or at law).

2.4 Other Obligatiups . The execution and performance of the
Loan Documents and all agre=sments and covenants therein and the
congummation of the transactions contemplated thereby will not
regult in any breach of, or censtitute a default under, any con-
tract, agreement, document or othe: dnstrument to which Borrower is
a party or by which Borrower may Le hound or affected, and do not
and will not vielate or. contravene a:uy presently existing law to
which Borrower is subject; nor do any /such instruments impose or .
contemplate any obligations which are or vill be inconsistent with
the Loan Documents. No approval by, autnorization of, or filing
with any . federal,  state or wmunicipal o7 other ygovernmental
commissgion,  board or agency or other governmeatal authority is
necessary in connection with the authorization. execution and
delivery of the Loan Documents,

- 2.5 Licenses and Permitg, To the best o Porrower’s
knowledge after due inguiry, there are presently in full force and
effect all certificates, licenses, and permits (herein collectively
MPermits®} - required . by applicable presently existing- laws,
ordinances, ' codes and regulations for the operation of the
Mortgaged Premises ag a residential 783 unit apartment complex, and
Borrower agrees that such Permits shall be available for Lender’s
inspection at all reasconable times and that copies thereof shall be
furiished to Lender .upon request..  Borrower agrees to keep all
Permits and to cause all Permits now or hereafter reguired in full
force and effect and to obtain renewals thereof before expiration.
Borrower further agrees that it shall constitute an Event of
Default hereundexr if Borrower at any time shall fail to keep in
full force and effect all necessary permits and licenses described
herein. or as required by any laws, ordinances, codes and
regulations hereinafter enacted.
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2.6 Ccmpliapnce with Laws, Except as disclosed in that

“certain Environmental Report prepared by Wight & Company dated June

9, 1995 with respect to the Mortgaged Premises, a copy of which has
heretofore been furnished by Borrower to Lender: ,

(a) To the best of Borrower’s knowledge, the improvements

forming part of the Mortgaged Premises and the uge of the Mortgaged
Premises for the purposes set forth above in Section 2.5 hereof
comply in all material respects. (except as otherwise required by
Subsection 3.18(b} hereof) with all presently existing applicable
laws and regulations, including without limitation health and
ganitation laws, OSHA, building and zoning laws and ordinances and
set-back . .and parking requirements, and with all requirements of
applicable)ingurance carriers; and it shall constitute an Event of
Defauvlt hneceunder, subject to the provisions of Section 3.19
herenf, if Uhe improvements forming part of the Mortgaged Premises

or the use »of e Mortgaged Premiges are at any time determined not

to be in compliance with all applicable laws and regulations, and
such lack of compliance may cause such improvements to be vacated
or demolished, or mav result in the institution of proceedings for
vacation or demolitior ¢f the improvements, or may ctherwise, in
Lender’s reasonable judoment, adversely affect the value of
Lender’s gsecurity in the Mortgaged Premises,

.{b) Borrower has received no notice that the environmental or
ecclogical condition of the Mcrtgaged Premises is in violatiun of
any -Environmental Law (as defined in Section 3.20 below); and
Borrower, after making reasonable drouiry, has no knowledge of any
such violation.

(¢c) Borrower hag received no notice-that the soil, surface,
water or ground water of or on the Mortgaced Premises are not free
from any spill, release or discharge of any duwardous Substance {(ag

‘defined irn Section 3.20 below), and Borrower, after making

reasonable inquiry, has no knowledge of any suchi gpill, release or
discharge.

(d) To the best of Borrower's knowledge, Borrower has not
used, . or permitted -to be used, the Mortgaged Fremises for the
treatment, storage or disposal of any such Hazardous Subitence (as
defined in Segction 3.20 below), nor in any other manner whick could
lead to the imposition on Borrower of liability under any
Bnvironmental Law, and Borrower, after making reasonable inquiry,
has no knowledge of such use by any predecessor in interest or any
other individual or entity.

(e} To the best of Borrower’s knowledge, there have been no
releases at, upon, under, or within, nor past or ongoing migration
from neighboring lands to the Mortgaged Premises of any Hazardous
Substance.

{f)  To the ‘best of Borrower's knowledge, no underground
storage tank is located on the Mortgaged Premises.

3+ 0TS0555
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_ {(g) To the best of Borrower’s knowledge, there is no
Hazardous Substance located on, at or within the Mortgaged

Preilges.

(h) Borrower has not received notice of violation of any

Environmental Law, nor has it committed, or, to the best of its

knowledge, permitted, any activity in violation of the -

representations made in paragraphs (a} through {g) of this Section
2.6,

(1) FPFor the pufposes of this Section 2.6 and Section 3.18
below, “any one or wore <f the following shall constitute a
determination of non-compliance with an Environmental Law:

e Determinaticn by any governmental authority of
guch noit~uompliance, if the effect of such deterwmination is
not stayed within thirty (30) days by the commencement of an
appropriate/ administrative or judicial appeal; or

(2) A judament by a court of competent jurisdiction
of such non-compliance, if the effect of such judgment is not
stayed within thivty, (30} days by the commencement of an
appropriate judicial” sppeal.

2.7 Copstruction and Comnietion of Improvements. The pre-

gently existing improvements located on the Mortgaged Premises have
been completed and installed in a_ oood and workmanlike manner, in
compliance .in all material respecis with applicable laws and
ordinances and with the plans ‘anc’ specifications therefor
previousgly delivered to Lender. The improvements are served by
electric, gas, sewer, water, telephone and Other utilities required
" for the present and contemplated uses and .opération thereof. Any
and all streets and driveways necessary for accass to the Mortgaged
Premises, and other on-site and off-site improvements necessary for
the present and contemplated uses and operation of the Mortgaged
‘Premises and £for service by utilities have been completed, are
perviceable and have been accepted or approved Ly appropriate
governmental bodies.

2.8 Independence of the Mortgaged Premiseg. Borrowexr has not
by act or omission permitted any building or other improvements on
property not covered by this Mortgage to rely on the Mortgaged
Premises or any part thereof or any interest therein to fulfill any
municipal or governmental requirement for the existence and
operation of such . preoperty, building or improvement; and no
improvements on the Mortgaged Premises shall rely on any property
not covered by this Mortgage or any interest therein to fulfill any
governmental or municipal requirement. Borrower has not by act or
omigsion impaired the integrity of the Mortgaged Premises as a
single, separate, subdivided zoning lot, separate and apart from
all other property.
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3. BORROWER’S-COVENANTS CF PAYMENT AND OPERATION,

3.1 Performance of Covepants in Loan Documents. Borrower
shall fully perform, observe and comply with all agreements,
covenants, conditions and provisions hereof, of the Note and of the
other Loan Documents, and shail duly and punctually pay to Lender
the sumg of money expressed in the Note, with interest thereon and
all other sums required to be paid by HBorrower pursuant to the
provisions of this Mortgage and the other Loan Documents, all
without any deduction or credit for taxes or other similar charges
p2id by Borrower.

5.2 pPayment of Taxes and Tax Deposits.

) Payment of Taxeg. Borrower shall pay or causge (o

be paid all taxes, asgessments and other similar charges of

whatever nafure, ordinary and extraordinary, and to whomever

assessed vnich are now or may hereafter be assessed or levied

against - thie . Mortgaged Premises or any portion thereof or

interest ther=aircor which become payable with respect thereto

i or with regpect ts-the occupancy, use or possesgion thereof,

i before the gsame bocome delinguent; and shall deliver to Lender

within thirty (30} davs after the payment thereof receipts of

the proper officers for such payment. In default thereof,

Lender may, but shall not be obligated to, pay such taxes,

agsessments, and other| eimilar charges, including any

penalties or interest thereon (without inquiring into the

validity or dinvalidity of such taxes, assessmenLs or other

similar charges and of which . pavment, amount and validity

thereof, the receipt of the proper officer shall be conclusive

evidence), and any amount so p&id _hy Lender shall become

immediately due and payable by Bcrrower with interest as

described in Sectigon_ 6.6 hereof unktld paid and shall be

secured by this Mortgage. Borrower shali have the right to

contest the amount or validity of any such tax, assessment or

other similar chaxge by appropriate legal procezedings if: (i)

the legal proceedings shall operate to prevent the collection

- of such taxes, assessment or cther similar charge so contested
; and the sale of the Mortgaged Premises or any payt thereof to O
v gatisfy the same, and {ii) Borrower (unless suCh taxes, ¢y |
) assessment or other similar charge have been paiaiin full® =
' under protest) shall deposit with Lender or with the .
approprizate court or other governmental authority or title &
insurance company satisfactory to Lender an amount, with such o

subsequent additions thereto as way be necessary, sufficient

in Lender’s opinion to pay such taxes, assessment or other

gimiiar charge, together with all estimated interest and

) penalties in connection therewith, and all charges thak may be

i asgegsed in said legal proceedings against, or may become a

‘ charge on, the Mortgaged Premises.

X (2) - Tax BEscrow Payments. Borrower shall pay to
Lender, concurrently with and in addition to each menthly
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installment payable on the Note, such amount as Lender from
time to time estimates will be required to maintain there-
after a balance from which to pay taxes, aspessments and other
governmental liens or charges againsi the Mortgaged Premises
~at least thirty (30) days prior to the date on which the same
become delinquent or past due. Borrower shall procure and
deliver to Lender in advance statements for such charges.
Payments for such purposes may be made by Lender at its
- discretion, even though subsequent owners of the Mortgaged
Premises may benefit thereby. Lender shall not he a trustee
of such funds, and such funds received pursuant to the
frregoing may be commingled with the general funds of Lender,
and mo interest shall be payable in respect therecf. Upon
demand by Lender, Borrower shall deliver and pay over to
Lendex 'from time to time such additional sums or such
additiona. security as are necessary to make up any deficiency
in the amoput necessary to enable Lender to fully pay any of
the items b2reinabove mentioned as they become payable. If
any Event of Dziault (as hereinafter defined) exists under the
terms of this Mertgage, any part or all of the balance of said
amounts received oy Lender pursuant to the foregoing may be
applied to any parc of the indebtedness secured hereby in the
discretion of Lender and in refunding any part of said amounts
Lender may deal with whGomever is represented to be the owner
» of the Mortgaged Premises-at that time. The obligations of
o Borrower pursuant to covenants contained in this Mortgage
relating to taxes and assesmpants shall not be affected by
this Subsection 3.2(2) or peyments made pursuant hereto,
except to the extent that said okligations have actually been
patigfied - by compliance wiri this subparagraph.
Notwithstanding the foreacing, Borrower's obligations under
this Sectjon 3.2 may be satisfied by Borrower and Lender
entering into an escrow agreement in formn.acceptable to Lender
naming as escrowee a bank acceptable to Ledder.

3,3 Insurance and Insurange Depogits,

(1) Required Coverage. Borrower shall procurs, deliver
to, and maintain for the benefit of Lender (in ‘tPa manner

hereinafter described) to the extent of the balance of the Q-
indebtedness secured hereby during the continuance of this o
Mortgage and until the same is fully satisfied and released, i

| the following insurance policies: =

‘i‘ il 7

‘ (a) "All-Risk" casualty insurance policies insuring 52

the buildings, structures, improvements and fixtures now
existing  or hereafter constructed upon the -Mortgaged
Premises against all loss or damage occasioned by
casualties which, under good insurance practice, are
i commonly insured against for buildings, structures, and
T improvements of like character in Cook County, Illinois.
The amount of such insurance ghall be not lesg than one
hundred percent (100%) of the full replacement cost of

8
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such - buildings, structures and improvements, without
deduction for depreciation, as reasonably determined by
Lender from time to time; such insurance shall name

‘Lender as a first mortgayee;

(b} Rent Loss Insurance insuring against logs arising
out of the perils insured against in the policy or
policies referred to in Subsection 3.3{1}) (a) above, in an
amount equal to not less than six (6) months’ gross
revenue from the operation and rental of all improvements
now oy hereafter forming part of the Mortgaged Premisges,
baged upon one hundred percent (100%) occupancy of such
improvements, less any allocable charges and expenses
which do not continue during the period of restoration;
guch insurance shall name Lender as a loss payee;

{c) Insurance covering pressure vessels, pressure
piping and machinery, if any, and all major components of
any centwalized  heating or air-conditioning  systems
located 1z Lhe buildings and improvements forming part of
the Mortgayed \Premises, in an amount satisfactory to
Lender, such.peslicies also to insure against physical
damage to such kiildings and improvements arising out of
a peril covered -lliereunder; such insurance shall name
Lender ag a first norbigqagee;
(d} Insurance on thz items of tanuaible property des-
c¢ribed in Section 5 hereosf and in EXHIBIT B attached
hereto and any replacemence .and substitutions therefor
" {hereinafter sometimes colicctively referred to as "the
5 Equipment"} against Joss or demsge by fire and other
g : ‘hazardas presently included in - so-called ‘'extended
L coverage" policies and against vaeidalism and malicious
migchief in an amount satisfactory to Lender, but in any
event in such amount as is necessary to preclude the
Borrower from being a co-insurer; such insurance shall
name Lender as a logs payee;

(e} Comprehensive general public 1liability and
property damage coverage with a broad form coverage
endorsement in such amounts and with such companlies as
are satisfactory to Lender; such insurance shall name
Lender as an additional insured;

(£) Flood Insurance, in the event the Mortgaged
Premises are located in a federally-designated Special
Flood Hazard Area; such insurance shall name Lender as a
first wmortgagee; and

$0IS0556

{q) Such other insurance on the Mortgaged Premises,
the buildings and improvements forming a part thereof and.
the Equipment {and any replacements or substitutions
therefor) and in such amounts as may from time to time be
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reasonably required by the Lender against other insurable
hazards and perils which at the time are commonly insured
against for buildings, structures, improvements and
equipment of like characteyr in Cook County, Illinois, due
regard -being given to the height and type of the
buildings and improvements, and their construction,
‘location, use and occupancy, and naming . Lender as a
beneficiary thereof in the then-customary manner for the
insurance coverage in question.

{2) Form of Policies. All policies of insurance
raguired hereunder shall be in such form, issued by such
companies, - and in such amounts as may be acceptable to Lender,
shal be kept on deposit with Lender, and shall contain a non-
contciputory standard mortgagee clause acceptable to Lender,
with 10&s payable to Lender, a lender's loss payable
endorsemenn, a walver of subroyation endorsement, and
replacement cost and agreed amount endorsements or equivalent
clauses or euadorsements acceptable to DLender, and shall
further . provide  that such insurance coverage may not : be
changed or cancelied without at least thirty (30) days’ prior
written notice to-lander. Borrower shall promptly pay when
due any premiumsg - on-any policy or policies of insurance
required hereunder, awi will deliver to Lender renewals of
guch policy or policies akt-least fifteen (15) days prior to
the expiration dates thereol, said policies and renewals or
invoices therefor to be marked "paid” by the issuing company
or agent; provided, however, that if the renewals are with the
same companies, in at least as great as the amountg and under
the same terms and conditions (&s the expiring policies,
Borrower may deliver to Lender ‘at least fifteen (15) days
prior to the expiration dates evidence saztisfactory to Lender
of the renewals of such poliey or polic¢iais. Certified copies
cf the renewal policies will be deliverzd to Lender on the
earlier of ten (10) days following Borrower's receipt of same
.o thirty (30) days following the expiration of the existing
policies.  Upon Borrower's failure to comoly with the
requirements of this Section 3.3, Lender way,. in its
discretion, procure any insurance required hereurdzr in the
amounts required pursuant to the terms and provisions of this
Mortgage and pay the premiums due therefor, and any amauints so
paid by Lender shall become immediately due and payable by
Borrower with interest as described in Section 6.6 hereof, and
shall be secured by this Mortgage.

(3}  Application of Loss Proceeds. In the event of any
loss or damage to any part of the Mortgaged Premises, Borrower
shall give prompt notice thereof to Lender, and Lender may
make proof of such loss or damage if the same is not promptly
made by Borrower or if the Lender deems it desirable tc do so.
In the event of such loss or damage: (1) all proceeds of
insurance shall be payable to Lender to the extent of the full
amount of the remaining unpaid indebtedness secured hereby;

10
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{2) any affected insurance company is authorized and directed
to make payment therecf directly to Lender to the extent of

the full amount of the then remaining unpaid indebtedness

secured hereby; and (3) Lender is authorized and empowered to
settle, adjust or compromise any claims for loss, damage, or
destruction under any policy or policies of insurance;
provided, however, that if no Event of Default exists as of
the date of such loss, damage or destruction, Borrower may,
subject to Lender's approval, settle, adjust or compromise

such claim.  Borrower - agrees to sxecute, upon demand by

Lender, all receipts,. vouchers, releases and other instruments
wnich may be necessary or desirable in aid of the
afcrementioned authorizations. All such insurance proceeds
may, a4 the sole discretion of Lender, be: (a) applied to the
restoration, . repair, replacement or rebuilding of the
Mortgaged - -Premises; or {b) applied to the payment of the last
maturing Anstallment or installments of the indebtedness
secured hereby {whether or not then due and payable); or (c)
paid over to “he Borrower, on such terms and conditions as the
Lender in its discretion may specify, to be used to repair the
buildings, structures, improvements or Equipment, or to build
or install new ones 'n their place, or for any other purpose
or object satisfactory to the Lender, without affecting the
lien of or the priority of the lien of this Mortgage for the
full amount of the inaebtedness secured hereby before such
payment took place. The Leprder shall not be held responsible
for any failure to collect .any insurance proceeds due under
the terms of any policy regardless of the cause of such
failure.  If Lender elects oi is required to make such
ingurance proceeds available Iry repaly, restoration or
rebuilding of the Mortgaged Premices, any portion of such

proceeds not needed or used in such’ repair, restoration,.

rebuilding or building shall be applied ‘n the payment of the
indebtedness secured hereby, as provided hove.

(4) Insurance Escrow Payments. Boricwer shall pay to
Lender, to the extent reasonably requested by Lancer, on dates

on which interest under the Note is payable, sucii amounts as

Lender from time to time estimates to be necessary to create

ard maintain a reserve fund from which to pay premiums as the
game become due, for insurance as herein covenanted to be
furnished by Borrower. Borrower shall procure and deliver to
Lender in advance statements. for such charges. Payments for
guch purposes may be made by the Lender at its discretion,
even though subsequent owners of the Mortgaged Fremises may
benefit thereby. Lender shall not be a trustee of such funds,
and such funds received pursuant to the foregoing may be
commingled with the general funds of Lender, and no interest
shall be payable in respect therecf. 1If any Event of Default
occurs under the terms of this Mortgage, any part or all of
the balance' of said amounts received by Lender pursuant to
this Subsection 3.3{4) may be applied to any part of the
indebtedness secured hereby in the discretion of Lender and in

11
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refunding any  part of said amounts Lender may deal with

whomever is represented to be the owner of the Mortgaged
Premiges at that time. The obligations of Borrower pursuant.
to covenants contained in this Mortgage relating to insurance -

shall not be affected by this Subsection 3.3(4) or payments
made pursuanc hereto, . except to the extent that said
obligations have actually been satisfied by compiiance with

this Subsection,

3.4 Mgintenancél Repairs and Restoration; Compliance with

(1) - Maintenance and Repair. Borrower shall keep and
mainbain the Mortgaged Premises in good order, condition and
repaic) and will wmake, regardless of the sufficiency of

insurarnck proceeds, as and when the same shall become

necegsary, ~all structural and non-structural, exterior and
interior, ‘crdinary and extraordinary, foreseen and unforeseen,
repairs, Trestorations  and maintenance, including any
replacements, - necegsary or appropriate including, without
limitation, repajrs of damage or destruction caused by fire or
other casualty ocr-ac the result of any taking under the power
of eminent domain; - provided, however, that it shall not be
deemed an Event of Default hereunder if Borrower fails to
repair or restore the Morksaged Premises following a fire or
other casualty or a taking under the power of eminent domain

if Lender has failed pursuant to, respectively, Subsection

3.3{3) hereof or Section 4.1, +to make insurance proceeds or
any condemnation award available for such repair or
restoraticn. Borrower shall give Lender prompt written notice
of any damage or destruction to the Msrtgaged Premises caused
by fire or other casualty. Borrower will suffer or commit no
waste to Lhe Mortgaged Premiseg or any ovortion thereof. All
repairs and maintenance required of Boirower must satisfy
Lender as being of a good and workman-like quality and shall
in all material respects be in compliance with 'all matters and
things provided in Subsection 3.4(2) below; and with respect
ro any such proposed action, Borrower shall comply with all
requirements which may vreasonably be imposed Oy Lender,

including, without limitation, the furnishing of additional_

title insurance against liens, architectural inspecticns and
certificates, and the furnishing of security guaranteeing the
completion of all such work. Borrower shall not cause, suffer
or perait the construction of any building, structure or
improvement on the Mortgaged Premises without the prior
written consent of the Lender to the proposed action as well
as to the plans and specifications relating thereto. None of
the buildings, structures or capital improvements now or
hereafter erected or located on the Mortgaged Premises shall
be removed, demolished or substantially or structurally
altered in any respect, without the prior written consent of
Lender. Borrower shall, however, have the right, at any time
and from time to time, to remove and digpogse of any Equipment

12
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{as defined in Subsection 5.1(1)}) or appliance which may have
become obsolete or unfit for use or which is no longer useful
in the operation of said Mortgaged Premises, provided Borrower
promptly replaces any such Equipment or appliance so removed
or disposed of with other equipment and appliances, of at
least equal usefulness and quality, subject to the lien and

gecurity interest of this Mortgage and free of superior or

pari passu title, secuvrity interest, liens or claims, Lender
and any person authorized by Lender shall have the right, but
not the obligation, teo enter upon and inspect the Mortgaged
Premises at all reascnable times.

(2) Compliance with Laws. Borrower shall promptly
copiv or cause compliance in all material respects (except as
otherwise . required by Subsection 3.18(b) hereof) with all
covenan.s and restrictions affecting the Mortgaged Premises
and with/#ll present and future laws, ordinances, rules,
regulations -and c¢ther requirements of all governmental
authorities with respect to the Mortgaged Premises and each
portion therestr and with respect to the use or occupation
thereof. Borrower, shall have the right to contegt the
validity or applicarion of any such laws, ordinances, rules,
regulations and other requirements by appropriate legal
proceedings, so long ag: (i) such legal proceedings shall be
prosecuted with diligence by Borrower and shall operate to
prevent .the taking of| the Mortgaged Premises by any

governmental authority, and({1i) Borrower shall have depogited

with the Lender an amount, (with such subsequent additions
thereto as may reasconably be’ ceemed necessary by Lender,
sufficient in Lender's opinion to pay any fines, penalties,
charges and interest thereon whici ip-lender’s opinion may be
awarded or assessed and which may become a charge or lien upon
the Mortgaged Premises cr which may in<any way have or take
parity with or priority over the lien ¢f this Mortgage.

Borrower will not initiate or acquiesce in any zoning varia-
tion or reclasgificatiorn of the Mortgaged Premises or any part
thereof without Lender‘s prior written consent.

3.5 Sale, Assignment, Further Encumbrance and Qther Liens and

Charges.

(1) Borrower. Borrower covenants and represents that
Borrower is an [llinois general partnership, the sole general

partners of which are PaineWebber Income Properties Seven,

‘L.P., a belaware limited partnership and Chicago Colony
Apartments Company, L.P., a Missouri limited partnership
{collectively, the "General Partner"). Thsz sole general
partner of PaineWebber .Incowme Properties Seven, L.P. 1is
Seventh Income Properties Fund, Inc., a Delaware corporation.
The sole general partners of Chicage Colony Apartments
Company, L.P. are Lewis A. Levey, an individual, and WRC

=05%58
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Holdings, Inc., a Texas cbrporation William R. Cooper ig the
controlling ghar;holdpL of WRC Holdings, Inc.

(2) Pxoh;b;tzon on_ Transfer of Ownershlg Unless
specifically permitted pursuant to the terms and conditions of
Section 3.5(2) below, and subject to the right of Borrower to
enter into leages affecting the Mortgaged Premises pursuant to
Section 3.7 hereof, Lender, at its option, shall have the
ungqualified right to accelerate the maturity of the Note
causing the full principal balance and accrued interest under
the Note, together with a prepayment premium as provided in
¢he Note, to be immediately due and payable without notice to

Borrowar, if:

fa? Borrower shall, without the prior written consent
oi lepder, sell (on an installment basis or otherwilse),
transfer, convey, or assign the legal title to all or any
portisn of the Mortgaged Premises, whether by operation
of law, (vobluntarily or otherwise; or

{b} Chicagb Colony Apartments Company, L.P, shall,
without the prior writtern consent of Lender, sell,
transfer, convey oy assign all or any part of its general
partnership interest in Borrower; cor

{¢) PaineWebber Incoma Properties Seven, L.P. shall,
without the prior wiircen consgent of Lender, sell,
transfer, convey or assign‘zll or any part of its general
partnership interest in Beriower; or

(d) Any general partner of the Gesneral Partners shall,
without the  prior written coasent of Lendey, sell,
transfer, convey or assign all or‘any vart of its or his
general partnership interest in the respective General
Partner; or

(e} A controlling interest in the stecck of Seventh

Income Properties Fund, Inc. shall be scld to any person

or entity other than a General Partner named Jin Section
5{1) hereof; or

(£) william R. Cooper shall sell his contfolling
interest in WRC Holdings, Inc.

In connection with Lender giving its consent to any sale, .
assignment or other transfer referred to in {a), {(b), (c), (d) or
(e) above, Borrower agrees that:

(i} Leﬁder’s‘right to consent or not to consent to such sale,
agsignment or transfer shall be in Lender’s sole and
unfettered discretion;
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(ii) If Lender gives its consent to any such sale, assignment
or transfer, such buyer, assignee or transferee shall agrese to
perform all obligations hereunder of his or its seller,
agsignor oxr transferor, subject to the provisions of Section
9.1 hereof, and this Mortgage shall be amended to evidence
such transfer or assignment and such agreement by the buyer,
assignee or transferee;

(iii} Whether Lender consents to any proposed sale, assignment -
or transfer or not, Borrower shall reimburse Lender for all of
Lender's out-of -pocket expenses for legal fees and other costs
which . Lender may incur  with respect to such transfer,
Cconveyance or assignment;

{iv) e provigsions of Subsection 3.5(5} herecf shall be
applicarie with respect to any such sale, assignment or
tranafexr; and

(v} If Lender-approves any such sale, assignment or transfer,
no buyer, ass.qgoce or transferee shall have any further right
to sell, assign ox transfer any interest as described in (a),
(b), f(c), ({d) or le) abeve without first obtaining Lender’'s
prior written conserc. and satisfying the provisions of (i)
through (iv) above of {his Subsection 3.5(2}).

{3) Permitted Transfers of 'Qwnership.

{A) Notwithstanding the'provigions of Subsection 2.5(2),
Lender shall have no right to accelerate the maturity of
the Note in the event any Xinited partner of a General
Partner or any limited partuer ~f any other constituent
member entity of Borrower sells, -assigns or transfers
his, her or ite partnership intecest in such General
Partner or member entity (i} for estaie planning purposes
to an immediate family member (i.e. wpouse or direct
lineal descendant of such person) or to'a trust estab-
lished for the benefit of one or more such immediate
family members, or (ii) to another limited pariner of the
regpective General Partner or member entiily,  provided
such transferee limited partner was a limited partner of
the respective General Partner or member entity és of the
date hereof, or (iii) to conservaters, executors or
administrators wupon the disability oxr incompetence
(determined pursuant to court order) or death of any such
transferring parties. Notwithstanding anything herein to
the contrary, the limited partnership interests of
PaineWebber Income Properties Seven, L.P. may be sold,
assigned or transferred without regard to the
restrictions set forth in the foregoing clauses (i), (ii)
and (iii).

Except for transfers of PaineWebber Income
Properties Seven, L.P. limited partnership intereats
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which may be made without Lender’s consent and without
natice to Lender, the transfers described above in this
Subgection 3.5(3) (A} shall be made only provided that no
Event of Default exists as of the time that such’
conveyance, transfer or assignment is made. Borrower
ghall promptly notify Lender following any such
conveyance, transfer or assignment.

(B) Neotwithstanding the provisions of Subsection 3.5(2),
Lender shall have no right to accelerate the maturity of the
Note upon a transfer, conveyance cor assignment of the general
partnership interest of PaineWebber Income Properties Seven,
L.F. in Borrower to Chicago Colony Apartments Company, L.P.,
provided that no Event of Default (after the expiration of any
applicable notice and cure periods) exists at the time that
such "couveyance, transfer or assignment is made. Borrower
shall givz Tender at least ten (10} days prior written notice
of any such/ conveyance, transfer or assignment.

{C)  Notwiristanding the provisions of Subsection 3.5(2),
Lender shall have o right to accelerate the maturity of the
Hote . in the. evernt that either general parther of Chicago
Zolony Apartwents Company, L.P. sells, assigns or transfers
his or its respective geaeral partnership interest (i) te the
other general partner <f Chicago Colonv Apartments Company,
L.P, or to William R. Cooper, inaividually, or (ii) teo a trust
egtablished for the bhenefitv of one or more immediate family
members (i.e. spouse or direc<t-lineal descendant} of either
Lewis A. Levey or William R. /Cuoper, provided that either
‘Lewis A, Levey or William R. Cooper is the trustee with full
authority over and responsibility ‘tor-the general partnexrship -
interest, or has the responsibility to direct the trustee with
respect to the. trustee’'s authorityvl, over the  general
partnership interest, or {(iii} to any othzr entity controlled
by either Lewis A. Levey or William R. Uocper, or (iv) to
conservators, executors or administrators upon the disability
or incompetence . {determined pursuant to court cider) or death
of either Lewis A. Levey or William R. Cooper, peovided that
the other of said individuals retains the interest i1z holds as
of the date of this Mortgage in Chicago Celony Ipartments
Company, L.P. .or is the transferee under one ‘¢f the
transactions described in the foregoing clauses (i}, (ii) or
(iii}.  The term "controlled by" shall mean the possessicn,
direct or indirect, of the power to cause the direction of the
management and policies of an entity, whether through the
ownership of voting securities, by contract or otherwise.

(D} Netwithstanding the provisions of Subsection 3.5{2)
and in addition to the transfers permitted by Subsgections
2.563) (A), 3.5(3) (B} and 3.5(3}{C), on a one-time bagis only
{but -subiject to the exceptions set forth in Subgections

3.5(3) 1B} and 3.5(3) (F) hereof}, Borrower may convey fee title
to the Mortgaged Premises, or either or both of the General

16
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Partners may transfer or assion its or their respective
general partnership interest to one.or more transferees or
assignees who shall become a general partner of Borrower, and
Lender ghall have no right to accelerate the waturity of the
Note as a result thereof, under the following conditions:

{1) No Event of Default shall exist ag of the time
that such conveyance, transfer or assignment is made, and
no event or occurrence which, with the passage of time or
the giving of notice, or both, would ceonstitute an Event
of Default shall exist at such time;

{ii} The provisionsg of Section 3.5(4) hereof shall
épply and there shall be no junior financing in
connection with such transfer;

Pi1i1} Lender .shall ke furnished written notice of
the preposed conveyance not less than sixty (60} days
prior to vhe making of such conveyance, together with
such information and documentation regarding the proposed

‘ transferee, (ncluding financial and credit information
o and = informaviocn regarding such party’s management
experience and-general reputation in the community, as
Lender may  regasrmably request, including, without
iimitation, a descrintion of the proposed terms of the .
transfer, a diagram detailing the ownership structure of
the proposed transferes entity and each of its
constituent member entities. including a list of names of
all persons having or proposing to have more than a ten
percent {10%) ownership ‘interest in the proposed
transferee or any of ity constituent member entities, the
nature of the ownership interest and ownership
percentages for each of them, and Jlinancial statements
‘ for all general partners as well as 20y entities having.
. or proposing to have more than a ten percent  (10%)
: ownership interest in the proposed transferee and Lender
shall have approved such conveyance to(such proposed
' transferee on the basis of such information. - Borrower
A ghall pay to Lender at the time of delivery of the
foregoing notice a $5%,000 administrative fee, whirh shall

be deemed fully earned on the date cf receipt by Lender W0

and shall  be retained by Lender whether or not the ™
b3 transfer occurs and whether or not Lender approves of L
; such transfer. At the date of the conveyance and ]
5 provided all conditions of this _Subsection 3.5(3) (D} g;
ﬁ_ have been satisfied, Borrower shall receive a credit ol
A against the processing fee described in clause (viii} A

e . below in the amount of the administrative fee;

{iv) If Lender gives its consent to such proposed
conveyance, such . buyer shall agree to perform all
obligations hereunder of its seller subject to the
provisions of Section 9 hereof {and shall acknowledge in

17
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writing that it hag read and examined all of the provi-
sions hereof), and this Mortgage shall be amended to
evidence such conveyance and such agreement by the buyer,
and such buyer shall execute and deliver to Lender an
asgumption . agreement and a separate environmental
indemnity agreement in form and substance satisfactory to
Lender, together with such security agreements, financing
statements, collateral assignments and other documenta-
ticn as gshall be reasonably necessary to enable Lender to
- have and enjoy the same security for the. indebtedness
secured hereby as Lender has under the Loan Documents;

(v} At least thirty (30) days prior to the trans-
fer, Borrower shall furnish to Lender and Lender’s
nounsel a certification from Borrower and the proposed
transferee that the actual terms of the transfer. as
previously presented to Lender pursuant to the foregoing
clause  {iii) of this Subsection 3.5(3) (D) remain
unchanged, together with evidence that the buyer or
trangferec.chas (or will have in place at the cloging)
casualty “insurance in such form and amounts as are
satisfactory to Lender, a proforma copy of the title
policy described below in clause (ix) of this Subsection
3.5{3) (D}, and sv.ch other documents or certificates as
Lender may require, all in form and substance satisfacto-
ry to Lender; at least ten (10) days prior to the
transfer, Borrower snell furnish to Lender and Lender's
counsel copies of all corporate or partnership documents
authenticating the exiskence and authority of the
transferee to acquire the Mor:gaged Premises and a legal
opinion from the transferee’s counsel opining as to the
due formation and existence ol thes transferee and the
continuing enforceability of the- Loan Documents and .
covenants and agreements therein as assumed by the
transferee,

(vi) Lender shall be provided satisfaziory evidence
concerning the effect of any change in tae real estate
taxes for the Mortgaged Premises which may result from
the proposed transfer and the effect of such’cChange on
the ability of the Mortgaged Premises to generatc a cash
flow sufficient to pay the debt service on the loan
secured hereby and to maintain a debt service coverage
ratio satisfactory te Lender;

(vii) Lender shall be provided with evidence
satisfactory to Lender that the proposed buyer or
transferee is not subject to sovereign immunity and is
subject to gervice of procesgs in the State of Illinois;

(viii) Lender shall be paid a processing fee in an

amount equal to one percent (1%) of the unpaid principal
balance of the indebtedness evidenced by the Note as of
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the date of the conveyance; provided, however, that no
such processing fee shall be payable if the proposed
buyer or transferee is an "Affiliate" of PaineWebber
Iiicome Properties Seven, L.P, or PaineWebber Incorporated -
(collectively, the "PW Entities®) or Paragon Group, Inc.
For purpcses of the foregoing, the term "Affiliate” shall
mean {(aa) any subsidiary of either of the PW Entities or
Paragon Group, Inc.; {(bb) any parent corporation of
either PW Entities or Paragon Group, Inc.; or (cc) any
entity which directly or indirectly controls or is

controlled by or is under common control with elther of
the PW Entities or Paragon Group, Inc., as the case way
be. The = term "control" {including the terms
"controlling", "controlled by" and "under common control
with"} shall mean the possession, direct or indirect, of
thz nower to direct or cause the direction of the
managenent and policies of an entity, whether through the
ownerghip of voting securities, by contract or otherwise;

(ix) /Borrower shall provide to Lender, at
Borrower’'s sole cogt and expense, a title insurance
policy or an  endorsement to Lender’s existing title
insurance policy,  from a company satisfactory to Lender
insuring the concinuing priority of this Mortgage
notwithstanding the transfer and otherwise in form and
content satigfactory to Lender. Lender shall further be
furnished with a copy ©f the recorded deed or other
instrument of conveyance Or transfer promptly after the

~closing;

(x) Borrower shall reimburse Lender for all of
Lender’'s costs, fees and expenses, including, without
limitation, Lender’s attorneys' fess, which Lender may
incur with respect to such conveyance: and

{xi} = Such one-time transfer privilege shall be
personal to Borrower, and at such time as such transfer
has been effected by Borrower, . such one-(Ciwe bransfer
privilege shall no longer apply or be appliczrle to or
for the benefit of any subsequent owner of the Mexrtgaged
Premises,

(E) In addition to the one-time transfer right described
in Subsection 3.5(3) (D} hereof, Lender will permit the
transfer by Chicago Colony Apartments Company, L.P. of its
general partnership interest in Borrower to PaineWebber Income
Properties . Seven, L.P.,, pursuant to the exercise by
PaineWebber  Income Properties Seven, L.P. of its right of
first refusal contained in Section 7.01 of the partnership
agreement of Borrower {the "Partnership Agreement"), provided
that Borrower shall comply with all of the conditions of
transfer enumerated in Subsection 3.5(3} (D), except for those
described in clauges (iv), iv), (vii), (viii) and {ix) thereof
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{and except that the time period described in clause {iii)
shall be 45 days rather than 60 days, and further except that
the conditicn set forth in clause (xi) shall be deemed to be
applicable to PaineWebber Income Properties Seven L.P., rather
than Borrower) .

(F)  In addition to the one-time transtfer right described
in gubgection 3.5(3) (D) herecof, but in lieu of the transfer
described in Subsection 3.5(3} {8) hereof, Lender will permit
the conveyance of. fee title to the Mortgaged Premises to
either PaineWebber Income Properties Seven, L.P. or Chicago
ffolony Apartments Company, L.P. in connection with the
exercise by such party of its respective buy/sell right
contained in Section 7.02 of the Partnership Agreement,
provided that Borrower shall comply with all of the conditions
of tranzaier enumerated in Subsection 3,5(3) (D), except for
those described in clause {(viii) thereof {(and except that the
condition azt forth in clause (xi} shall be deemed to he
applicable to/either PaineWebber Income Properties Seven, L,P.
or Chicago Colcny Apartments Company, L.P., as the case may
be, rather than Rorrower).

(4) Prohibiticiy on Further Encumbrances.

——

{a} Borrower covenanhs and agrees that this Mortgage is
and will be maintaiued as a valid first lien on the
Mortgaged Premises, and that Borrower will not, without
the prior written cous¢ént of Lender, directly or
indirectly, create, suffer er permit to be created or
filed against the Mortgaged Premises, or any portion
thereof, or against the vrenks, issues and profits
therefrom, or against the pepzficial interest in
Borrower, any mortgage lien, security interest, sci other
lien or encumbrance superior or inferior to the lien of
this Mortgage, except the lien of current general taxes
duly levied and assessed but not yet due-and payable. In
the event Borrower shall suffer or permit, without the
prior written consent of Lender, any supericc or junior
lien to be attached to the Mortgaged Premises cr to the
beneficial interest in Borrower, the Lender, at its
option, has the ungualified right to accelerate the
- maturity of the Note causing the full principal balance
and accrued interest to be immediately due and payable
without notice to Borrower, together with a prepayment
premium as provided in the Note.
(5) Increase in Interest Rate as Condition of Consent.
In connection with Lender giving its consent to any sale or
transfer of the Mortgaged Premises (other than as permitted
under Subsection 3.5(3)) or to a junior lien or encumbrance, )
Borrower agrees that Lender shall have the right and optien to
increase the interest rate called for in the Note to a2 rate
not in excess of the rate then being offered by Lender on
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mortgage loans secured by real property similar to the
Mortgaged Premises and to increase the amount of the monthly
instaliment payments required to be made pursuant to the terms
and provisions of the Note,

(6) Congent Not_a Waiver. Any consent by Lender, or
any waiver by Lender of an Event of Default as provided in
Subsections 3.5 or 3.5{3] or 5{4) hereoi, shall not
consfitute a consent to, or a waiver of any right, power,
privilege, option or remedy of the Lender upon, a subsequent
Event of Default under Subsections 3.5({2), 3.5(3) or 3.5{4),.

(7). Mechanic’'s Liens; Utility Charqes. Borrowexr shall
keep and maintain the Mortgaged Premises free from all liens
aid encombrances, whether claimed by operation of law or by
. virtue of any expressed or implied contract, of persons
supplying sabor or materials, or both of them, entering into
the conslruction,  modification, repair, restoration or
maintenance of-the Mortgaged Premises or any portion thereof.
1f any such -iiens shall be filed against the Mortgaged
Premises, Borrower  agreeg to discharge the same of record
within thirty (30) days after Borrower has notice thereof,
provided, - hcwever, . Borrower shall have the right, at
Borrower's scle expence. to contest the validity of any such
liens asserted by perscneg 2allegedly supplying such labor and
materials by appropriatelegal proceedings so long as: {i)
such legal proceedings shall. be diligently prosecuted and
- ghall operate to prevent the- collection of sguch liens so.
contested and the sale of the Moctgaged Premises or any part
thereof to satisfy the same; and .(ii) Borrower shall deposit
an amount reasonably satisfactory to Lender, to be held by
Lender without the payment of interest or to be held by an
appropriate court or other governmencal authority or title
insurance. company satisfactory to Lande:x, “in any case until
such contested liens are removed of record ¢r are satisfied.
Borrower shall pay promptly, when due, ‘211 charges for
utilities or services, including without limitation any
charges for electricity, gas, water and gewer, and all license
fees, rentg and other charges for the ugse of vaults, canopies
or other appurtenances to the Mortgaged Premises. If Porrower
fails to pay promptly all such charges desacribed above, Lender
may, »but shall not be obligated to, pay same and any amounts
80 paid by Lender shall become immediately due and payable by
Borrower with interest ag described in Section 6.6 hereof and
shall be secured by this Mortgage. Borrower agrees that
Lender is under no obligation to inguire into or establish the
validity of. any liens or claims of lien or interest before
m§king advances to satisfy or settle all or any part of said
claims.

(8) .. . Legal Proceedings. If any civil action or
proceeding shall be instituted to evict Borrower or recover
possegsion of the Mortgaged Premises or any part thereof or
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for any other burpoées:affecting the Mortgaged Premises or
this Mortgage, Borrower will, promptly upon service thereof on
or by Borrower, deliver to Lender a trxue copy of each

petition, summons, complaint, notice of motion, order to show
“cause and all other process, pleadings and papers, however
designated, served in any such civil action or proceeding.

A9y Reasonableness of Provigions. With respect to the

provisions of Subsections 3.5(2), 3.5(3} and 3.5(4), Borrower
acknowledges -that, in determining whether to make the loan
sa~ured hereby, Lender has examined the credit-worthiness of
porrower, -found it acceptable and relied and continues to rely
upcii.same as the means of repaying the loan. Lender also
evaluuted the background and experience of Borrower in owning
and cpecating property such as the Mortgaged Premises, found
‘them acceptable and relied and continues to rely upon same as
the means of maintaining the value of the Mortgaged Premiges
which is Ilejder’s security for the loan. Borrower ls well-

experienced in borrowing money and owning and operating

property such as the Mortgaged Premises, was ably represented
by a licensed Aattorney at law in the negctiation and
documentation of the loan secured hereby and bargained at
arm's length and witicut duress of any kind for all of the
terms and provisicns oy the loan, including this provision,
Borrower recognizes that Lender is entitled to keep its lean
portfolio at current interest rates by either making new loans
at such rates or collecting =assumption fees and/or increasing
the interest rate of a loan,  the security for which is
purchased by a party other #fpan the original Borrower.
Borrower further recognizes that -any secondary or junior
financing placed upon the Mortgaged Premises (1) may divert
funds which would otherwise be used to rnay the Note, (2) could
result in acceleration and foreclosure. by any such juniocr
lender which would force Lender to take <easures and incur
expenses to protect ite security, (3) would detract from the
value of the Mortgaged Premises should Londar come into

posgession thereof with the intention of selliny same, and (4)
would impair Lender’s right to accept a deea. 3u. lieu of

foreclosure, as a forasclosure by Lender would be neccgsary to
clear title to the Mortgaged Premises.

In recognition of such considerations and for the purposes of
(i) protecting Lender's security, both of the repayment by Borrower
and value of the Mortgaged Premiges, (ii) giving Lender the full
benefit of its bargain and contract with Borrower, (iii) allowing
Lender to raise the interest rate and/or collect assumption fees
and (iv) keeping the Mortgaged Premises free cf any subordinate

financing liens, Borrower has agreed to the provisions of-

Subsections 3.5(2), 3.5(3) and 3.5(4), and agrees that if such
provisions may be deemed a restraint on alienation, then they are
reagonable restraints on alienation.
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3.6 Impaiiment of Security.

(1) Without limitation of any cther provisions hereof,
‘Borrower shall not, except in connection with the lien hereof,
assign, in whole or in part, the rents, income or profits
arising from the Mortgaged Premises without the prior written
consent of Lender; any such assignment made without Lender'’'s
" prior written consent shall be null and void and of no force
and effect, and the making thereof shall at the option of
Lender ceongtitute an Bvent of Default under this Mortgage.
without limitation of the foregoing, Borrower will not without
the prior written consent of Lender in any other manner impair
che. gsecurity of this Mortgage for the payment of the
- indebtedness secured hereby, it being understood that any such
impaivment shall at the option of Lender also congtitute an
Event ol Default hereunder.

(2) Lender shall. have the power (but not the
obligation} to:. {i} institute, become a party to, and maintain
such civil actiois and proceedings as it may deem expedient to
prevent any impalziment of the Mortgaged Premises by any acts
which may be unlawful or in violation of this Mortgage; (ii)
preserve and protect its interest in the Mortgaged Premises
and in the rents, ‘igsues, profits and revenues arising:
therefrom; and (iii) restrain the enfurcement of or compliance
with any legislative. or 'other governmental enactment,
regulation, rule, order or other requirement that may be
unconstitutional or otherwise invalid, if the enforcement of
or compliance with such enactmeint), regulation, rule, order or
other requirement would impair thf: security hereunder or be
prejudicial to the interest of the Lerder, and all reasonable
costs and expenses incurred by tke lender in connection
therewith - (including,  without  lunitation, reasonable
attorneys’' fees) shall be paid by Borrever to Lender on
demand, with interest at the rate specified in Section 6.6
hereof, and shall be additional indebtedness' secured hereby,

3.7 Lease Conditions and Agsignment of Leases and-Rents.

{1) Borrower shall observe and perform all Ccovenante,
conditions, and agreements in any lease now or heveafter
affecting the Mortgaged Premises, or any port:ion thereof, on
the part of Borrower to be observed and performed. If.
Borrower shall default in the performance of any of the terms,
covenants, conditions or obligations imposed upon Borrower by -
any such lease and such default would give the lessee the
right to terminate or cancel said lease or make monetary.
advances and offset the same againsi future rentals, and such
right in the lessee to terminate or cancel or to make monetary
advances or to offset against future rentals would, in Lend-
er's reasonable judgment, materially affect the value of
Lender’s securify, then, at the option of Lender: (1) the
whole of the indebtedness secured hereby, including all
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advances and . payments by Lender hereunder, shall become
immediately due and payable and collectible by foreclosure or
otherwise without notice or demand; and (2) Lender may take
such action as Lender deems necessary or advisable to cure
such default of Borrower,

(2} Borrower shall furnish to Lender within one hundred
twenty {120) days of the end of each fiscal year of Borrower,
. a rent roll for the Mortgaged Premises showing the name of
V each tenant in occupancy, the rent currently collectible under
each lease, the commencement and expiration dates of each
lrase and any free rent periods, rent rebates or other rent
conregsions granted under each lease.

~ 43} Borrower will not, without the prior written consent
of Lend¢e, enter into any new lease or lease renewal of all or
any part of the said Mortgaged Premises on any form other than
a form of leuse approved by Lender; provided, however, that
Borrower can jicke nonmaterial changes to the form of lease
without the primy approval of Lender,

i {4] In order-rc¢ further secure payment of the Note and
! the observance ana- performance of Borrower’'s obligations
e hereunder, Borrower heizhy assigns, transfers and sets over to
L Lender all of Borrower’y right, title and interest in, to and
under all of the leases now or hereafter affecting any part of
the Mortgaged Premises and in end to all of the rents, issues,
profits and other benefits ncw /or hereafter arising from any
o part of. the Mortgaged Premises. /Unless and until an Event of
L Default shall have occurred and ‘an2ll have continued beyond
applicable grace or cure periods, if“any, contained herein,
Borrower ghall be entitled to collect the rents, issues,
profits-and other benefits of the Mortgaged Premises (except
ag otherwise provided in this Mortgage) as and when they
- become payable. Borrower shall execute and deliver such
further instruments evidencing the assignment of leases and
rents, issues, profits and other benefits of 'the Mortgaged
Premises as may reasonably be requested by Lendes from time to
time. Lender shall be liable to account cnly /for rents,
L issues, profits and other benefits of the Mortgaged Premises
i actually received by Lender pursuant to the provisions of this

Mortgage. 7

: N on

s ‘ (5) Upon an Bvent of Default hereunder and following the {n
- : expiration of any applicable notice and cure period, and ﬁ}
’ subject to other applicable provisions of this Mortgage, s
Lender, at its option, 1is authorized to foreclose this -

S

L Mortgage subject to the rights of any lessees of the Mortgaged
Premises, and the failure to make such lessees parties to any
foreclosure proceedings and to foreclose such lessees’' rights
will not constitute, or be asserted by Borrower to constitute,
a defense to any proceedinags instituted by Lender to collect
the indebtedness secured hereby.

s
Ealies

[
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{6) Borrower will not, in connection with any lease of
all or any part of the Mortgaged Premises, agree to assume the
obligations of the tenant thereunder with respect to an
existing lease of said tenant, without first delivering to
Lender & letter indemnifying Lender and hoiding Lender
harmless from and againgt all liability with respect to the
assumption by Borrower of said obligations.

3.8 Books and Records: Financial Statements.

Borrower  shall keep or cause toc be kept proper books and
records ) with respect to the MHortgaged Premises and operation
thereof . Lender shall have the right to examine the bhooks of
account (o) Borrower and the statements furnished by Borrower
pursuant to this Section 3.8 (which books, records and statements,
and the datz v.sed as a basis for their preparaticn, shall be kept
and preserved/for at least three (3) years, but in the event of any
dispute, such /»ecords shall be retained until the final
determination of swch dispute) and to discuss the affairs, finances
and accounts of BHoriower and to be informed as to the same hy
Borrower, all at such iressonable times and intervals as Lender may
desire. Borrower shall- keep and preserve its records at the
Mortgaged Premises or at tie offices of Borrower’s property manager
which is currently in St. Lowis, Missouri, and shall permit Lender
or its representatives to male copies and excerpts therefrom, Bor-
rower shall furnish to Lender within ninety (90) days following the
end of each fiscal vyear of the 3orrower a statement of annual
income  -and expenses, in detail rsatisfactory to Lender, in
connection with the Mortgaged Premises. together with a certified
rent roll and other supporting data reasonably requested by Lender,
gach such statement shall be reasonaply detailed, and shall be
certified by an independent certified punlic accountant who is a
member of the American Institute of Cerctifieq Public Accountants.
The fiscal year of Borrower currently ends ol September 30th of
each calendar year.  Borrower shall promptly aavise Lender of any
change in the fiscal year of Borrower.

3.9 Management and Use of Premises; Licenses; Compliance with

Laws: Prohibition of Certain Liens.

{1} . Use of Mortgaced Premigeg. Borrower shall.at all
times operate the Mortgaged Premises as a residential
apartment complex. Borrower represents and cevenants that the
buildings  located upon and forming part of the Mortgaged
Premiges are fully equipped in a manner appropriate for such
operaticn, - and Borrcwer ghall, from time to time and. as is
necessary and appropriate, maintain, replace and repair such
equipment as is necessary to operate the Mortgaged Premises in
the same way as they are now being operated. Borrower shall
not hereafter acquire any fixtures, equipment, furnishings or
apparatus covered by this Mortgage subject to any security
interest or other charge or lien having parity with or
priority over the lien of this Mortgage. At no time shall
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Borrower file a declaration of condominium affecting the
Mcrtgaged Premises or taks any other steps to convert the
Mortgaged Premises or subject the Mortgaged Premisges to the
jurisdiction of the Illinois Condominium Property Act or any
successor statute without the prior written consent of Lender,

o (2) Licenses and Compliance with Laws. Borrower shall
at all times be, and cause the Mortgaged Premises to be, in
compliance in all material respects with the representations
and covenants stated in Sections 2.5, 2.6, 3.18 and 3.19
hereof.

{3) Acquisition of Persoralty. Borrower shall not

makz, suffer or permit, without the prior written consent of
Lender, any purchase, conditional sale, lease or agreement
(except those made by a tenant) under which title is reserved

in the vendor of any fixtures, apparatus, wmachinery, Equipment

or personal- property to be placed in or upon any of the
buildingsg, slructures or improvements on @ the Mortgaged
Premises, Boirower shall execute and deliver, from time to
time, such further instruments as may reasonably be reguested
by Lender to confirm the validity and priority of the lien of
this Mortgage on any fixtures, machinery, apparatus and
Equipment described herein,

3.10 Taxes on Lender.

(1) In the event of tlhie'passage after the date of this

Mortgage of any law of the State of Illinois, the United
States of BAmerica, or .any otbhar governmental authority
deducting from the value of real estate for the purpose -of

taxation any lien thereon or changini ix any way the laws for

the taxation of mortgagss or debts securead by mortgages or the
manner of collection of any such tavaticih so as to adversely
affect the yield of the debt secured by :his Mortgage, the
holdexr of this Mortgage shall have the right to give sixty
(60) days' written notice to Borrower requiring th:z payment of
the debt secured hereby, and said debt shall biecoms due and
payable immediately upon the expiration of said< sixty {60)
daye; provided, however, that such requirement cf payment
shall be ineffective if Borrower is permitted by law to pay
the whole of such tax in addition to all other payments
required hereunder, without any penalty thereby accruing to
Lender and the indebtedness secured hereby, and if Rorrower
does pay such tax prior ro the date upon which payment is
required by such notice.

(2} . In the event it is hereafter claimed that any tax
or other governmental charge or impeosition is due, unpaid or
payable by Borrower or Lender upon the indebtedness (other
than income tax on the interest or prepayment fee receivable
by Lender with respect thereto), including any recording tax,
documentary stamps or other tax or imposition on the Note or
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this Mortgage, .or any other instrument securing the
indebtedness gecured hereby, Borrower will forthwith pay such
tax, charge or imposition and within a reasonable time
thereafter deliver to Lender satisfactory proof of payment

thereof .

3.11 Use of Loan Proceeds.

(1) . Businegs Loan. Borrower covenants and agrees that
all of the proceeds of the Note secured by this Mortgage will

be used solely for business purposes and in Furtherance of the -

ragular business affairs of the Borrower, and the entire
prirncipal obligation secured hereby constitutes: (i) a
"buginess loan" as that term is defined in, and for all
purposes of, Section 205/4(1) (¢} of Chapter 815 of the
Illinois fompiled Statutes Annotated; and (ii} "a iocan secured
by a mortyaye on real estate" within the purview and operation
of Section z05/4 (1) (1) of Chapter 815 of said Statutes,

{2) Usury. All agreements between Borrower and Lender
{including,  without, limitation, those contained in this
Mortgage, the Note-arnd any other Loan Documenty) are expressly
limited so that in ng-oveni whatsoever shall the amount paid
or agreed te be pald vo/the Lender exceed the highest lawful
rate of interest permisszible under the laws of the State of
Illinois. If, from any circumstances whatsoever, fulfillment
of any provision hereof or cf the Note or any other decuments
securing the indebtedness aecured hereby, at the time
performance of such provision suei! be due, shall invelve the

payment of interest exceeding tle highest rate of interest

permitted by law which a court of cormpgetent jurisdiction may

deem applicable hereto, then, ipso facto  the obligation to be

fulfilled shall be reduced to the highest lawful rate of
interest permissible under the laws of the State of Illinois;
and if for any reason whatsoever, the ‘lender shall ever
receive as interest an amount which would be ‘azemed unlawful,
such interest shall be applied to the payment of the last
maturing - installment or installuments of the “ipdebtedness
secured hereby (whether or not then due and payable! and not
to the payment of interest.

{3} Regulation G. Borrower covenants and agrees that
it shall constitute a default hereunder if any of the proceeds
of the lean for which the Note is given will be uged, or ware
used, as the case may be,. for the purpose (whether immediate,
incidental or ultimate) of "purchasing" or "carrying" any
"margin security! as such terms are defined in Regulation G of
the Board of Governors of the Federal Reserve System (12 CFR
Part 207) or for the purpose of reducing or retiring any
indebtedness which was originally incurred for any such
purpose.
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3.12 Evasion of Prepayment FPremium. In the event that
maturity of: the indebtedness secured hereby is accelerated by
Lender because of an Event of Default hereunder, and a tender of
payment is made by or on behalf of Borrower in an amount necessary
to satisfy such indebtedness at any time prior to judiecial:
confirmation of a foreclosure sale, such tender shall constitute a
prepayment under the Note and, except as ctherwise set forth herein.
or in the Note, shall require payment of the Default Prepayment
Premium  provided for in the Note and shall be treated as a

prepayment thereunder.

7.13 Recorded Instruments. Borrower shall promptly perform
and obssrve, or cause to be performed and observed, all of the
terms, -covenants  and conditions of all instruments of record
affecting che Mortgaged Premises, non-compliance with which might
affect thze security of this Mortgage or impose any duty or obli-
gation upon Boriower or upon any owner, lessee or occupant of the
Mortgaged Premiscs or any part thereof; and Borrower shall do or
causge to be done all things reasonably necessary to preserve intact
and unimpaired any and all easements, appurtenances and other
interests and rights i favor of or constituting any portion of the
" Mortgaged Premises.

3.14 Indemnity; Paymeat of Charges. Borrower shall promptly:
{a} pay and discharge any and 2%l license fees or similar charges,
if any, with penalties and interest thereon, which may be impoused
on Borrower or the Mortgaged Prerises for the use of any ramps,
vaults or chutes adjoining the Mortoaned Premises; and (b} cure any
violation -of applicable law and conply with any order of any
govermmental authority, agency or instrumantality in respect of the
repair, replacement or condition of the raups, sidewalks, curbs or
any vaults or chutes described in clause {a) above, adjoining said
Mortgaged Premisges. In the event of any defanlt under either (a)
or (b}.of the precediny zentence, Tender may, but shall not be
obligated to, pay any and all such fees or similar charges, with
penalties and interest thereon, and the charges for such repair or
replacement; and all monies expended by Lender (in) connection
therewith (including, but neot limited to, reasonable legol fees and
-costs) shall become immediately due and payable by Boricwer, with
interest as described in Section 6.6 hereof until paid, ‘and shall

be secured by this Mortgage.

-3.15 Estoppel Certificate. At any time and from time to time
upon not less than ten (10) days’ prior written request by Lender,

Borrower shall deliver to Lender, or to any person designated by
Lender, a written statement executed and acknowledged in recordable
form certifying: (1) that this Mortgage, the Note and the Loan
Documents are in full force and effect {or, if there have been
modifications, that this Mortygage, the Note and the Loan Documents
are in full force and effect as modified and stating the
modifications); (2) the date te which the indebtedness and all
other rharges secured hereby have been paid; (3) that to the best
of Borrower’'s knowledge after due inquiry, neither Borrower nor
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Lender is in default under this Mortgage, the Note or the Loan
Documentg: (=v, if such a default allegedly existsg, stating those
claimed) ;  (4) that, to the bhest of Borrower’s knowledge after due
inquiry, there are no offgets or defenses to the payment of the
sums secured hereby (or, if there are alleged offsets or defenses,
gpecifying such alleged offsets or defenses); and (5} such other
information as Lender may reasonably reguire.

Upon not less than thirty {30) days’ prior written request by
Borrowexr and not more than once in any twelve (12} wmonth period,
Lender shall furnish to Borrower (or to any person designated by
Borrowsy! . in connectlon with any proposed transfer described in
Subgectign 3.5(3) (D) hereof, a written statement certifying that to
the actual knowledge of Lender, without having made any inguiry or
investigation, there is not then in existence an Event of Default.

3.16 Addicional Acts, Etc. Borrower will do, execute,
acknowledge ana 3zliver, or cause to be done, executed, acknowl-
edged and delivered, all guch further acts, conveyances, notes,
mortgages, security egreements, financing statements and assurances
as Lender shall reasonably require for accomplishing the purposes
of this Mortgage; and che Borrower shall pay the costs of filing
feeg, recording fees, searvhes, reasonable attorneys’ fees and

other coats relating to the “oregoing.

3.17 ManaqementL,Subordinanign of Property Manager's Lien.

(a) Borrower shall exert its best efforts to include a
*no lien” pravision in any properly management agreement here-

after entered into by Borrower wiil a property manager for the

Mortgaged Premises, whereby the pronevity manager waives and
releases any and all mechanics’ lien diciits that he, or anyone
claiming through or under him, may have pursuant to Section
60/1 of  Chapter 770 of the 1Illinoiz lompiled Statutes
Annotated. Such property management agreement-containing such
“nno lien" provision or a short form thereof shall. at Lender’s
request, be recorded with the Recorder of Oeeds of Cook
County, Illinols, as appropriate. With respect to'thie present

preperty manager, Paragon Group Property Serviees, Inc,,.

Borrower shall cause the said property manager to enter into
a subordination agreemwent with Lender, in recordable form,
whereby the property manager subordinates its present and
future lien rights and those of any party claiming by, through

or under it, to the lien of this Mortgage, Any future
property manager shall also enter into such a subordination
agreement. ‘

{b} Throughéut the term of the loan secured heraby;

the management company for the Mortgaged Premises must be
reagsonably satisfactory to the Lender. Any claim for leasing
commigsions and. any management agreement affecting the
Mortgaged Premises must be subordinate to the lien of this
Mortgage.

29
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3.18 Epnvironmental Matters; Notice; Tndemnitv.

(a) Borrower will not install, use, generate,
manufacture, produce, store, relesase, discharge or dispose of
on, under or about the Mortgaged Premises, nor transport to or
from the Mortgaged Premises, any Hazardous Substance (as
defined below) nor allow any other person or entity to do so
except . under conditions and in minor amounts as may be
expressly permitted by applicable laws, regulations and
ordinances.

(b) Borrower will keep and maintain the Mortgauwed
Przmises in compliance with, and shall not cause or permit the
Mortsaged Premises to be in violation of, any Environmental
Law {as defined in Section 3.20 below).

- {c} Borrower will give prompt written notice to Lender
of:

(1} any.proceeding, investigation or inquiry commenced
by any goveramental authority with respect to the
presence of ~any Hazardous Substance (as defined in
Section 3.20 Deipw) on, under or about the Mortgaged
Pramises or the migration thereof to or from adjoining
property;

{2) all claims made ox threatened by any individual or
entity against Borrcwer ~or the Mortgaged Premises
relating te any loss or injury allegedly resulting from
any Hazardous Substance;

(3) the discovery by Borrower of any occurrence or
condition on any real property( adjoining or in the
vicinity of the Mortgaged Premises which might cause the
Mortgaged Premises or any part thereof to be subject to
any restriction on the ownership, occupanay, transfer-
ability or use of the Mortgaged Premiper under any.
Environmental Law;

{4) any release, discharge, spill or other ccrurrence
of any Hazardous Substance on or from the Mertgaged
Premises, or any migraticn of any Hazardous Substance
from neighboring lands to the Mortgaged Premisgesg;

(s) the receipt by Borrower of any notice from any
governmental agency or authority or from any tenant or
other occupant or from any other person with respect to

- any alleged release, discharge, spill or other occurrence
of any Hazardous Substance; and

(€} all results of tests of underground storage tanks

on or about the Mortgaged Premises, together with copies
of such test results.
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{d)  Lender shall have the right and privilege to: {i)
join in and participate in, as a party if it so elects, any
one or more . legal proceedings or actions initiated with
respect to the Mortgaged Premises; and to {(ii) have all costs.
and expenses thereof (including without limitation Lender'‘s
reasonable attorneys’ fees and costse) paid by Borrower.

(e}  Borrower shall protect, indemnify and hold Lender
and its directors, officers, employees, agents, successors and
assigns harmless from and against any and all loss, dawage,
cost, expense and llability (including without limitation’
reagonable attorneys’ fees and costs) directly or indirectly
arising out of or attributable to the ingtallation, use,
gereration, manufacture, production, storage, release,
threstened release, discharge, disposal or presence of a
Hazardows, Substance on, under, from or about the Mortgaged
Premises cccurring on or prior to the Release Date (as such
term is defined below), including without limitation: (i) the
imposition by any governmental authority of any lien or so-
called "super pricrity lien® upon the Mortgaged Premises; and
(i1} all foresecrable consequential damages; and (iii) the
costs of any requirsd or necessary repair, cleanup or detoxi-
fication of the Morigaged Premises; and (iv} the preparation
and implementation ot any closure, remedial or other required:
pians. This indemnity shall survive the satisfaction, release
or extinguishment of the lien of this Mortgage, including
without limitation any exUinguishment of the lien of this
Mortgage by foreclosure or deed in lieu thereof. As used
herein, the term "Release Date” ghall mean the earlier of (i)
the date on which the indebtedness evidenced by the Note and
secured by this Mortgage has been paid and performed in full
and this Mortgage has been released; (L1} the date on which
Borrower has transferred fee title to the Mortgaged Premiges
pursuant to and in accordance with the plovisions of Section
3.5 hereof, and the trvansferee has assumed the obligations of
Borrower hereunder and under the other Loan Documents; (iii)
the ~date on which there is a tender by Boirower and an
acceptance by Lender of a deed in lieu of foreclesure; or (iv)
the date on which there is entered a decree of foréclosure of
the lien of this Mortgage. In any action by Lender o enforce
the obligations of Borrower under this Subsection 3.i8(e),
Borrower sghall bear the burden of proving that the
installation, wuse, generation, wmanufacture, production,
storage, release, discharge, disposal or presence of a
Hazardous Substance on the Mortgaged Premises cccurred after
the Release Date.

(€)  Lender shall have the right and privilege (but not
the obligation) to enter the Mortgaged Premises to make
reasonable inspections of ite condition, including but neot
limited to soil and ground water sampling, and including but
not limited to inspections for any Hazardous Substance.
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{g) Borrower hereby represents and warrants that all
matters previously certified by Borrower to Lender on a
certain -environmental certificate submitted to Lender in
connection with the application for the loan secured hereby
are true and complete, and Borrower agreeg to notify Lender in
writing immediately upon learning that any of the answers
contained in such certificate either was not true when made ox
is no longer true, it being understood that any event which
czuses any of the answers on the foregoing certificate to be
no longer true shall, subject to the provisions of Section
3.19 below, at the option of Lender also constitute an Event
of Default hereunder.

3.1y Remedial Work. If any investigation, site menitoring, -

containmant, cleanup, removal, regtoration or othar remedial work
cf any kird- or nature  (the  "Remedial Work") is necessary or
desirable undec any applicable federal, state or local law, regu-
lation or ordinance, or under any judicial or administrative order
or judgment, oxr by any governmental person, board, commission or
agency, because of ‘er in connection with the current or future
presence, suspected’ presence, release or suagpected release of a
Hazardous Substance into the air, soil, ground-water, surface water
or soil vapor at, on, about. under or within the Mortgaged Premisesn
or portion ‘thereof, or kecause of a breach by Borrower of any
covenant contained herein Or in any other of the Loan Documents
relating to the presence of lazardous Substances (as defined in
Section 3.20) on the Mortgaged #remises or the violation of any

Environmental Law (as defined in fection 3.20) with respect to the.

Mortgaged Premises, in each case occurring on or before the Release
Date (and.Borrower shall bear the dourden of proving that the
subject event occurred after the Relcase Date), Borrower shall,
within thirty (30} days after written demand for performance by
Lender (and if at the end of such 30-day peciod, Borrower has been
unable with the use of diligent efforts to conplete such Remedial
Work, Borrower shall have an additional 30-day veriod within which
to complete such Remedial Work) {or, notwithstanding anything to
the contrary in any of the Loan Documents, within susn shorter time
as may be required under any applicable law, regulatio: ordinance,
order or agreement), commence and thereafter diligently prosecute
to completion all such Remedial Work. All Remedial WorX smhall be
performed by contractors approved in advance by Lender and under
the supervision of a consulting engineer approved in advance by
Lender. All costs and expenses of such Remedial Work (including
without limitation the reasonable fees and expenses of Lender's
coungel) incurred in conneckion with monitoring or review of the
Remedial Work shall be paid by Borrower. If Borrower shall fail or
neglect to timely commence or «ause to be commenced, or shall fail
to diligently prosecute to completion, such Remedial Work, the
Lender may (but shall not be required to) cause such Remedial Work

to be performed; and all costs and expenses thereof, or incurred in

connection therewith (including, without limitation, the reasonable
fees and expenses of Lender's counsel), shall be paid by Borrower
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to Lender forthwith after demand and shall be a part of the
indebtedness secured hereby.

3,20 Definitions.

(al  The term "Environmental Law" means and includes,
without limitation, any federal, state or local law, statute,
regulation: ¢r ordinance pertaining to health, industrial
hygiene or the environmental or ecological conditions on,
under, from or about the Mortgaged Premises, whether now in
effect or hereafter enacted, and, including wlithout limltation
exch of  the following: the Comprehensive Environmental
Resvonse, Compensation and Liability Act of 1980, as amended
{"CFRCLA"); the Resource Conservation and Recovery Act of
1976, ‘as amended ("RCRA"); the Federal Hazardous Materials
Transportation Act; the Toxic Substance Control Act, as
amended, < the Illincis Environmental Protection Act, as
amended; the-Clean Air Act, as amended; the PFederal Water
Pellution Control Act, as amended; and the rules, regulations
and ordinances of the U.S. Environmental Protection Agency,
the Illinois EnviZonmental Protection Agency, the Army Corps
of Engineers and the-County cf Cook and of all other agencies,
boards, commigsions aiaother governmental bodies and officers
having jurisdiction over the Mortgaged Premises or the use or
operation thereof.

(b} The term "Hazardouis Substance” means and includes,
without limitation:

(i} those substances included within the definitions of
*hazardous substances", "hazardous materialsV, VYtoxic
substances" or "solid waste" in any of the Environmental
Laws;

(1i) those substances listed in the {.$. Department of
Transportation - Table or amendmants therere (49 CFR
172.101}) or by the U.8. Environmental Proteciion Agency
{or any successor agency) as hazardous substanies (40 CFR
Part 302 and any amendments thereto}; '

(iii) those cother substances, materials and wasteo which
are or become regulated as a Hazardoug Substance under
any applicable federal, state or local law, regulation or
ordinance or by any federal, state or local governmental
agency, board, commission or other governmental body, or
which are or become classified as hazardous or toxic by
any such law, regulation or ordinance; :

torsosse

(iv) any material, waste or substance which is any of
the following: (A) asbestos or asbestos-containing
materials; (B} polychlorinated biphenyls; (C) radon gas;
{D) urea formaldehyde foam insulation; (E) designated or
listed as a "hazardous substance" pursuant to §311 or
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§307 of the Clean Water Act (33 U.S.C. §§1251 gt seq.);
(F) explosive; or (G) radiocactive.

4. CONDEMNATION AND EMINENT DOMAIN.

4.1 f all or any substantial part of the Mortgaged Premises
are damaged, taken or acquired, either temporaxily or permanently,
as a result of any condemnation proceeding or by exercise of the
power of eminent domain, or by the alteration of the grade of any
street affecting the Mortgaged Premises, or by private agreement or
gale in lieu of any of the foregoing, the entire indebtedness
secured-hereby shall, at Lender’s option, become immediately due
and payahle. As additional security for the payment of the
indebtednzas secured by this Mortgage, the amount of any award or
other payweat for such taking or damages made in consideration

thereof, to the extent of the full amount of the then remaining.

unpaid indebtedness secured hereby, is hereby assigned to Lender,
who is empowered co collect and receive the same and to give proper

receipts therefor in the name of Borrower, and the same shall be.

paid forthwith to Leuder. Any award or payment so received. by
Lender may, at the opticn of Lender and after the payment of all
its expenses in conneccion with the foregoing proceedings: (a) be
retained -and applied, in whole or in part, to the indebtedness
gecured hereby, in such manucr as Lender may determine, or (b) be
released, in whole or in part and on such terms and conditions and
according to such procedures as Lender may require, to Borrower for
the purpose of altering, restoriag or rebuilding any part of the
Mortgaged Premises. which may hiave been altered, damaged or
deatroyed as the result of such takinyg, alteration or proceeding;
provided, however, that Lender shall nsot be obligated to see to the
application of any amounts so released; and such release shall not
affect the validity and priority of the lieuw of this Mortgage for
the full indebtedness secured hereby before /tue release or payment
took place,

For the purposes of this Section 4.1, referénce to a "sub-
stantial part" of the Mortgaged Premiges means any wuvrtion of the
land or building, the loss of which, in Lender’s reasunable judg-
ment, would materially adversely affect the value of ¢he security
granted to Lender hereby.

5. SECURITY AGREEMENT; FINANCING STATEMENT.

5.1 Segurity Adreement.

. {1} Grant ot Security Interegt. In addition to and not
in substitution for any other interest granted herein,
Borrower hereby grants to Lender an express security interest
in, and mortgages to the Lender, all goods, types and items of

property owned by the Borrower which are described in

Subgection 5.1{2) below {herein, "the Equipment") whether now
or hereafter erected on or placed in or upon the Mortgaged
Premises or any park thereof, and all replacements thereof,
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additions and accessions thereto and products and proceeds
therecf, to further secure the payment of the Note, the
payment of all other sums due from the Beorrower to the Lender,
and the performance by Borrower of all. the covenants and
agraements set forth herein.. Borrower repregents and
.covenants that, except for the security interest granted
hereby and other  interests, if any, stated in EXHIBIT ¢
attached hexeto, Borrower is the owner of the Equipment free
Erom any adverse lien, security interest oy encumbrance and
that Borrower has made payment in full for all such Equipment;
and Borrower will defend and protect the Egquipment and title
thereto against all claims and demands of all persons at any
tiwe claiming the Equipment or any interest therein. Borrower .
will“upon request from Lender deliver to Lender such. further. .
gecur ity agreements, chattel mortgages, financing statements
and - evidgence - of ownership of such items as Lender may
reasonably wveqguest,

(2) - Property Covered. The security interest hereby
~granted to Lender shall cover the following types or items of
property now or bherzafter owned by the Borrower and used in
connection with, ‘and located upon, the Mortgaged Premises:
All property  descriked in EXHIBIT B attached hereto. In
addition, Borrowexr hewrsry grants to Lender an express securlty
interest = in all tenements, hereditaments, easements,
appendages, licenses, privileges and appurtenances belonging

or in any way appertaining to the Mortgaged Premises, and all
interests ' in property, righis’and franchises or any part

thereof, together with all the revsrsions and remainders, and
to the extent permitted by law, all rents, tolls, issues and
profits from the Mortgaged Premises;,  and all the estate,

right, title, interest and claims whatsoever, at law and in
equity, which Borrower now has or may neveafter acquire with
respect to the Mortgaged Premises and thne Fgquipment,

{3} Additional Covenants. Borrower further covenants
and agrees as follows:

{a) Transfer or Pledge of the Equipment. - Ixcept as
permitted under Subsectiocn 3.4(1). Borrower will not
aell, asmign, pledge, lease or otherwise tranafer or
encumber the Equipment or any interest therein without
the prior written consent of Lender; and Borrower will
keep the Bquipment free from any adverse lien, security
‘interest, or encumbrance other than those stated in
EXHIBIT C. Without limitation or qualification of the
foregoing, Borrower shall immediately deliver to Lender
all proceeds (cash or non-cash) resulting from any sale,
asgignment, pledge, lease or other transfer of any part
of the Eguipment, unless, in respect to each such
transfer, Lender shall have agreed otherwise in writing.
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(b}  Assembly of the Equipment.. Upon the occurrence of

an Event of Default. and after the expiration of any
applicable notice and cure pericd, and the acceleration

of the indebtedness secured hereby pursuant to the

provisions hereof, Lender may at its discretion require
Borrower to aggemble the Equipment and make it available

to Lender at a place designated by Lender which is

reasonably convenient to both parties.

. {c} Notice of sale. Upon the occurrence of an Event of
Default and after the expiration of any applicable notice
and cure period, Lender shall give Borrower notice, by
certified mail, postage prepaid, of the time and place of
zny public sale of any of the Equipment or of the time.
#trer which any private sale or other intended
disposition thereof is to be made, by sending notice to
ReriOwar at least ten {10) days before the time of the
sale ‘or-other disposition, which provisions for notice
Borrower ~und Lender agree are reasonable; provided,
howevey, “Chat nothing herein shall preclude Lender from
proceeding as  to both real and personal property in
accordance with-Lender's rights and remedies in respect
of the real progerty as provided in Section 5/9-501(4) of
Chapter 810 of tirc¢ Illinois Compiled Statutes Annotatsd.

{d) Payment of Iender’s expenses, Borrower shall
reimburse Lender for &l. reasonable costs, charges and
fees, including reasonakle attorneys’' fees, incurred by
Lender in preparing and’ filing security agreements,
extension agreements, financiag statements, continuation
statements, terminaticn statemerts and chattel searches,

{e) Representations and remcadizs. The Equipment
described herein shall be considered for all purposes a
part of the Mortgaged Premises ag described herein; all
repregentations and covenants contained in this Mortgage
made by Borrower, including representations of title,
shall be deemed as having been made with referance to the
Eguipment; all agreements, undertakings and obhligations
of Borrower stated herein shall apply to the Fguipment,
including without limitation, obligations ragarding
insurance, freedom from adverse lien or encumbrance,
repair and maintenance; and all remedies of the Lender in
the event of any default by Borrower under the items of
this Mortgage or any other instrument evidencing or
securing - the indebtedness sgecured hereby shall be
available to the Lender against the Equipment.

5.2  Fipancing Statement. This Mortgage also constitutes a
financing statement for the purpose of Section 5/9-402 of the Illi-
nois Uniform Commercial Code {(Illinois Compiled Statutes Annotated,
Chapter 810) and.shall constitute a "“fixture filing" under such
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gtatutes and shall be filed in the real estate records of Coock
Ceunty, Illinois.

{1} Name_ of Debtor:

CHICAGO COLONY APARTMENTS ASSOCIATES
Debtbr’S'Mailing Address:

c/o Paragon Group Property Services, Inc.
12400 Olive Boulevard

Suite 1000

St. Louis, Misgsouri 63141

Attention: Lewis Levey

Andresg of Property:

475 Enterprise Drive
Mount Progpect, Illinois 60056

Name of Secured Party:

JOHN HANCOCK MUTUAL LIFE
- INSURANCE COMParY, a
Massachugetts corporation

Address of Secured Party:

John Hancock Place

200 Clarendon Street

Bogton, . Massachusetts 02117

Attention: Real Estate Investvwent Group (T-53)
Mortgage Investments

(2} This financing statement covers the following types
or items of property: the property descrikea in Segtion 5.1
anpd EXHIBIT B of this instrument; and all other items of
personal property now or at any time hereaftez. owned by
Borrower or Borrower's beneficiary and used in wonnection with
the Mortgaged Premises.

{3} . Some of the above goods are or are to become
fixtures on the real property described herein. Borrower is
the record owner of the real property described herein upon
which the foregoing fixtures and other items and types of
property are located.

EVENTS OF DEFAULT; REMEDIES.

: 6.1 Defaults. If any one or more of the following events of
default (herein collectively called "Events of Default" and each is
geparately called an “Event of Default") shall occur, all
indebtedness secured hereby, including, without limitation, the
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- - whole of the principal sum remaining unpaid under the DNecte,
B togetlier with all accrued interest thereon, shall at the option of
g Lender become immediately due and payable without notice or demand,

and may be recovered av once, by foreclosure or otherwise:

gl (1) The failure by Borrower to make any payment of
pr1n01pal or interest under the Note or this Mortgage, or of
any deposit required under Sections 3,2 or 3.3 hereof, or of
any cther payment required to be made hereunder or under any
of the other Loan Documents, in any case when the same becomes

due and payable; or

{(2) . . The failure of Borrower to observe or perform any
othe# term, condition, covenant, agreement, representation or
warrarcy contained herein or in the Note, or the failure of
any rep.esentation or warranty contained herein or in any of .
the cther Lean Documents or in any instrument or certification
delivered tm Lender in connection with the making of the loan
to be true and-accurate in all material respects; or

I (3}  The ognusrence of any default in the observance ox
b performance of any pon-monetary term, condition, covenant or
agreement in any as¢ignment of lease, assignment of rents, any
other Loan Document (exciuding the Note and this Mortgage), or
any other agreement made. as additional security for the
performance of the Note and this Mortgage; or

(4) - The occurrence of @arny of the following events:

i ' {a) . Borrower shall generally not pay its debts as they
L become due or shall admit inwriting its inability to pay
R its debts, or sghall make a geheral assignment for the
benefit of creditoers;

(b)  Borrower shall commence any <ase, proceeding or
other action sgeeking . reorganization, arrangement,
adjustment, liquidation, dissolution or compesition of it
or its debts under any law relating to. wankruptcy,
insolvency, vreorganization or relief of ‘dehtors, or
o seeking appointment of a receiver, trustee, custodian or
o ' other similar official for it or for all(cr any

? gsubstantial part of its property; . ©
ﬂ {c) Borrower shall take any action, including corporate ;ﬂ
3 or partnership action, to authorize any of the actions - G
L set forth in Subsections 6.1(4)(a) or 6.1 b); or N
y . L
2 {d) Any case, proceeding or other civil action in the wa

nature of a bankruptcy or insolvency proceeding against
i Borrower shall be commenced seeking to» have an order for
3 ' _ relief entered against it as debtor, or seeking
reorganization, arrangement, adjustment, liquidation,
digsolution or composition of it or its debts under any
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law relating to bankruptcy, insclvency, reorganization or

relief of debtors, or seeking appointment of a receiver,

trustee, - custodian or other similar official for it or
for all or any substantial part of its property, and such
cage, proceeding or other action: (i) results in the

entry of an order for relief against it which is not

fully stayed within thirty (30} Business Days after the
entry thereof; or (ii) remains undismissed for a period

of ninety (90) days.

6.2 Remedies. Without limitation of the foregqoing provisions
of this Segtion 6 or of any other provision hereof or of any other
Loan Document, upon the occurrence of an BEvent of Default and at
any time crereafter, Lender shall have the right, at its optien and
without nofice, witheut waiving or veleasing Borrower from any of
its obllgatlunq hereunder to exercise any or all of the following

remedies:

(1} Accrleration. Lender may declare the principal
balance remaining unpaid under the Note, together with all
accrued interest ‘thereon and all other indebtedness secured
hereby (including-without limitaticn the Default Prepayment
Premium provided Iwr in the Note}, immediately due and
payable.

{2} Foreclosure. Lencer may foreclose this Mortgage to
collect all or any part of tlhe indebtedness secured hereby, by
instituting a foreclosure (ackion in any court having
jurisdiction. Lender shall havz . the right to purchase the
Mortgaged Premises at any foreclosure sale,

(3} Offset quhts. Lender way aprly in satisfaction of
the indebtedness secured hereby or any amount at any time to
become . due - or payable 1in connection wikh the ownership,
occupancy, use, restoration or repair of. the Mortgaged
Premises, any deposits or other sums creditec by or due from
Lender to Borrower, including, without limitation, insurance
proceeds, proceeds of ccndemnation and funds heXd in escrow
pursuant to Sections 3.2 and 3.3 hereof.

(4) Cure of Default. Without releasing Borrowe:r from
any obligation hereunder or under any of the Loan Documents,
Lender shall have the right to cure any Bvent of Default. In
connection therewith, Lender may enter upon the Mortgaged -
Premises and way do such- acts and things as Lender deems
necesgary or desirable to protect the Mortgaged Premises or
the leases thereof, including, without limitation:

(a} = paying, purchasing, contesting or compromising any
encumbrance, charge, lien, claim of lien, taxes or other
charges or liabilities against the Mortgaged Premises;

(b}  paying any insurance premiums; and
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(c) . employing counsel, accountants, contractors and

other - appropriate  persons to assist Lender in the

foregoing; and all monies expended by Lender in

connection therewith (including, but not limited to,

reagsonable attorneys’ fees and costs) ghall become .
immediately due and payable by Borrower, with interest as
described in Section 6.6 hereof until paid, and shall be

secured by this Mortgage.

(5}  Pogsegsion of Mortgaged Premises., Lender shall
have the right to take physical pessession of the Mortgaged.
Pcemises and of all books, records, documents and accounts
relating thereto and exercise, without interference from
Boriower, any and all rights which Borrower has with regpect
to the¢ Mortgaged Premises, including, without limitation, the
right, @% Borrower’s expense, Lo rent and lease the same and’
to hire ‘a professional property manager for the Mortgaged
Premises. /(L necessary to obtain possession as provided for
herein, Lender, may, without exposure Lo liability from
Borrower or aiy other persons,. invoke any and all legal
remedies = Lo digpossess Borrower, including, without
limitation, one os more civil actions for forcible entry and
detainer, trespass a0d restitution. In connection with any
action taken by Lendel/pursuan: to this Subsection 6.2(5),
Lender shall not be liable for any loss sustained by Borrower
regulting from any failure to let the Mortgaged Premises or
from any other act or omission of Lender in managing the
Mortgaged Premises unless caused by the willful misconduct or
bad faith of Lender, nor shall Leader be obligated to perform
or discharge any obligation, duty‘cc liability under any lease
or by reason of any Loan Document, Bzrrowexr hereby agrees to
indemnify, hold harmlecs and defend Lerder from and against
any liability, loss or damage incurred by Lender under any

- leage or under any of the Loan Documernts as a result of
Lender’s exercise of rightg, powers, options, elections or
remedies under any of the Lean Documentg. Showld Lender incur
any such liability, the amount thereof shall be secured hereby
and Borrower shall reimburse Lender therefor immcaiately upon
demand. Lender shall have full power to make from time to
time all repairs and replacements to the Mortgaged Premises as
may seem appropriate to Lender.

{6} Appointment of a Receiver. Upon application to a
court of competent jurisdiction, Lender shall be entitled to
the appointment of a receiver for the Mortgaged Premises,
without notice, without regard to the solvency or insclvency
of the person or perscns, if any, liable for the payment of
the indebtedness secured hereby, and without regard to the
then value of the Mortgaged Premiges, whether the same shall
be then occupied as a homestead or not, and Lender may be
appointed as such receiver. 8uch receiver shall have power to
collect the rents, issues and profits cof the Mortgaged
Premises and all other powers which may be necessary or are
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usual in such cases for the protection, pOJSPSSion, control,
management and operation of the Mortgaged Premises, to the
fullest extent permltted by law. The court from time to time
may authorize the receiver to apply the net income in his
hands in payment in whole or in part of:. (a) the indebtedness
and other sumg secured hereby or by any order or judgment
foreclosing this Mortgage, or any tax, special assessment or
other lien which may be or become superior to the lien hereof
or of such order or judgment, provided such application is
~made prior to the foreclosure sale; and {b) the deficiency in -
case of a sale and deficiency.

. {7} Uniform Commercial Code Remedies. Lender may exer-
cisr any and all rights of a secured party with respect to the
BEquiptent described in Segtion 5.1 hereof provided undex the
I1lincrc Uniform Commercial Code.

(8) ¢ /Subrogation. Lender shall have and may exercise
all rights, pswers, privileges, options and remediee of any
person, -entity cr body politic to whom Lender renderg payment
or performance ir connection with the exercise of its rights
and remedies under.the Loan Documents, 1nclud1ng without
limitation = any rights, powers, privileges, options and
remedies under any mzcnanic’s or vendor's lien or liens,

- superior titles, mortgages, deeds ~of trust, liens,
encumbrances, - rights, equities and charges of all kinds
heretofore or hereafter exiscing on the Mortgaged Premises, to
the extent that the sums are/paid or discharged pursuant to

Subsection 6.2(4) or from the prozeeds of the Note, whether or
not. released of record.

(9)_ Qther. Lender may Lake such other actions or com-
menrice such other proceedings as Lence:, deems necessary or
advisable to protect its interest in the Mortgaged Fremises
and its ability to copllect the indebtednese secured hereby as
are available under applicable laws, ordinances and rules of
courts having jurisdiction.

{10} Mortgagee in Pogsession, Nothing herelr contained
shall be construed as constituting the Lender a morcgagee in
possession in the absence of the actual taking of poa 2g8ion
of the Movtgaged Premises by Lender.

6.3 Sums Received by Lender. All sums received by Lender
under Section 6.2 abovp, less all costs and expenses incurred by
Lender under Section 6.2 1nclud1ng, without limitation, reasonable
attorneys’ fees and disbursements, property management fees, costs
of repairs and replacements made or authorized by Lencer and all
expenses incident to Lender taking possession of the Mortgaged
Fremiges, shall be applied to the indebtedness secured hereby in
such order as Lender shall determine. Thereafter, any balance
ghall be paid to the person or persons legally entitled thereto,
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6.4  Feeg apd Expenses; Distribution of Foreclosure Sale
Proceeds. If Lender shall incur or expend any sumg, including
reasonable attcrneys’ fees, in connection with any action or
proceeding to sustain the lien of this Mortgage or its priority, or
to protect or enforce any of Lender’s rights hereunder, or to
recover any indebtedness secured hereby, or on account of its being
Lender hereunder or its making the loan evidenced by the Note,
including without limitation Lender’s participation in any
bankruptcy proceeding commenced by or against Borrower, all such
sums shall become immediately due and payable by Borrower with.
interest thereon as described in Section 6.6 hereof. All such sums
ghall ke secured by this Mortgage and be a lien on the Mortgaged
Premises prior to any right, title, interest or ¢laim in, to or
upon the Mortgaged Premises attaching or accruing subsequent to the
date of this Mortgage., Without limitation of the generality of the
foregoing, ir any civil action to foreclose the lien hereof, there
shall be allowed and included as additional indebtedness secured
hereby in the order or judgment for sale all costs and expenses
which may be paid or incurred by or on behalf of Lender or the
holder of the Note  for reasonable attorneys’' fees, appraisers’
feeg, receiver’s costeg and expenses, insurance, taxes, outlays for
documentary and exper: evidence, costs for preservation of the
Mortgaged Premises, sternographer’'s charges, publication costs and
costs of procuring all absiracts of title, title searches and
examinations, title insurance policies and commitments therefor,
Certificates of Title issued by the Registrar eof Titles (Torrens
certificates), and similar date and assurances with respect to
title as Lender or holders of tlie/'Note may deem to be reasonably
necessary either to prosecute such zivril action or to evidence to
bidders at any sale which may be han pursuant to such order or
judgment  the true conditien of the-title to or value of the
Mortgaged Premises or for any other reasorabie purpose. The amount
of any such costs and expenses which may be‘raid or incurred after
the ordex or judgment for sale is entered may bYe-estimated and the
amount of such estimate may be allowed and incliuded as additional
indebtedness secured hereby in the order or judgment for sale.

6.5 Lender’'s Exercige of Rights.

{1) Effect of Modification. If Lender in ore cr more
instances: (i} grants any extension of time or foriearance
with respect to the payment of any indebtedness secured by
this Mortgage; (ii)} takes otherx or additional gecurity for the
payment thereof; (iii) waives or fails to exercise any right

. granted - herein: or under the Note or in any other Loan
Document; (iv) grants, with or without consideration, . any
release from the lien of this Mortgage or other Loan Document

- of the whole or any part of the security held for the payment
of indebtedness secured hereby (whether or not such security
is the property of Borrower or others); (v} agrees to any
amendment or modification of any of the terms and provisicns
hereof or of the Note or of any other instrument securing the
Note; then and in any such event, any such act or omission to
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act shall not: {a) release Borrower or any comakers, sureties

or guarantors, if any, of this Mortgage or of the Note from
~any covenant cf this Mortgage or the Note or any other Loan

Document, nor (b) preclude Lender from exercising any right,
power, privilege, option or remedy granted herein or in any.

other Loan -Document or so intended to be granted upon the
ogcurrence of any Event of Default or otherwise, nor {c¢) in
any way impair or affect the lien or priority of the lien of
this Mcrtgage.

(2) Remediew Not Exclusive. WNo right, power, privi-
lese, option or remedy of Lender under this Mortgage, the Nete

gr.any other Loan Document shall be exclusive of, but shall be .

in-addition to, every other right, power, privilege, option
and ‘remedy under this Mortgage and the Note and every other
right,‘rower, privilege, option and remedy now or hereafter
existing 2t law or in equity, Bvery such right, power,
privilege, cpticn and remedy may be exercised concurrently or
~ independentiy, and when and as often as may bz deemed
expedient by Lepder. No delay in exercising or omission to
exercige any «¢ight, power, privilege, option or remedy
accruing on any ¢efault shall impair any such right, power,
privilege, option or remedy or shall be construed to be a
waiver of any such detault or acquiescence therein, nor shall
it affect any subsequenc default of the same or a different
nature. A waiver of any 4f the terms, covenants, conditions
or provisions hereof, oir of the Note or of any other
instrument given by Borrower  to secure the indebtedness
gsecured hereby, shall apply to 'hng particular inskance and at
the particular time only; and no such waiver shall be deemed
a continuing waiver, but all -5t rhe terms, covenants,
conditionz and other provisions of this Mortgage, the Note and
of such other instruments shall survive and continue to remain

in full force and effect.

6,6 Interest on_ Advances. If Lender makee any advances
hereunder (exclusive of advances of principal evidenced by the
Note), Lender will promptly notify Borrower of such 2dvances and
the amounts so advanced shall become immediately due ‘and payable
with interest at the rate per annum specified in Subsectica I.F. of
the Note applicable to a period when an uncured Event of ©efault
has occurred, The failure of Lender to give the notice
contemplated by this Section 6.6 shall not affect the securing by
this Mortgage of those amounts so advanced.

6.7 Valuation and Appraisement. Borrower shall not and will
not. apply for or avail itself of any appraisement, valuation, stay,
extension or exemption laws or any so-called "Moratorium Lawsg?,
whether now existing or hereafter enacted, in order to prevent or
hinder the enforcement or foreclosure of this Mortgage, and
Borrower hereby waives the benefit of all euch laws. Borrower for
itgelf and all who may ¢laim through or under it waives any and all
right to have the property and estates comprising the mortgaged
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property marshalled upon any foreclosure of the lien hereof, and
agrees that any court having jurisdiction to foreclese such lien
may order the Mortgaged Premises sold in one parcel as an entirety
or in such parcels, manner or order as the Lender in its sole

discretion may elect.

_ 6.8 Release and Waiver of Homestead and Right of
"Reinstatement and Right of Redemption. To the fullest extent
- allowed by applicable law, Borrower hereby releases and waives: {i)
any and all rights under and by virtue of the homestead exemption
laws of the State of Illinecis; {ii) all rights to retain possession
of the Mortgaged Premiges after an Event of Default; and (iii) any
and all ights of reinstatement or redenption from sale under any
order or jvdgment of foreclosure of this Mortgage or under any sale
pr statute ¢r order, decree or judgment of any court relating to
this Mortgags, on -behalf of itself and each and every person
acquiring any irterest. in or title to any portion of the Mortgaged
Premises, it being the intent hereof that any and all such rights
of reinstatement oi redemption of Borrower and of all such other
persons are and shall be deemed to be hereby waived to the maximum
extent and with the mexinum effect permitted by the provisions of |
the 11linois Mortgage Ferzolosure Law, including without limitation
Sections 5/15-1601 and 5/1%5-1602 and any other applicable sections
thereof, and to the maximurm extent and with the maximum effect
permitted by the provisions ¢f 211 other applicable laws or by any
successoy or replacement statutes.,

7. GENERAL,

7.1 Modification. No change, / amendment, modification,
walver, cancellation or discharge hereot, oo any part hereof, shall
be valid unless in writing and signed by «ll of the parties hereto
or their respective successors and assigns.

7.2 Notices. All notices, demands and’ reguests given or
required or desired. to be given hereunder by Borrower or Lender
ghall be in writing and shall be delivered in perscn pr by over-
night express delivery or by United States certified-wail, return
receipt requested, postage prepaid, as follows: :

If te the Borrower:

Chicago Colony Apartments Associates
c/o Paragon Group Property Services, Inc.
12400 Olive Boulevard
~ Buite 100 :
St. Louis, Missouri 63141
Attention: Lewis Levey
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With a copy to:

PaineWebber Income Properties Seven, L.P,
c/o PaineWebber Properties

265 Franklin Street

16th Floor

Rogton, Massachusetts 02110

Attention: Rock D/Errico

And‘with a cbpy to:

Stutzman & Bromberg

222} Bryan Street

Suite 2200

Dallas, Texas 75201

Atteption: Myron D, Stutzman, Esg.

1f to the Lender’

JOBN HANCOQCK MUTUAI. LIFE
INSURANCE COMPANY

John Hancock Place

220 Clarendon Street

Boston, Massachusetts ¢.117

Attention: Real Estate Investment Group (T-53)
Mortgage Investmants {(Loan No. 516684 IQA)}
Attention: Richaxd E. Talbot

With a éopy to:

JOHN HANCOCK REAL ESTATE FINANCE, INC.
5770 Powers Ferry Road

The Pavilion - Suite 101

Atlanta, Georgia 30327

And with a copy to:

WILSON & MCILVAINE -

500 West Madison Street

Suite 3700 .

Chicago, Illineis 60661
Attention: Peter A. Sarasek, Esq.

or to such other addresses as Borrower or Lender may from time to
time designate by written notice given as herein reguired. 211
notices and copies thereof shall be sent or delivered by the same
means of transmission.

Notices, demands and réquests given by certified mail as

aforesaid shall be deemed sufficiently served or given for all

purposes hereunder three (3) days after the time such notice,
demand or request shall be deposited in the mails. Notice sent by
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on the first (let) business day following the date such notice is
delivered to the carrier.

7.3 “Definition of Terms. Whenever used in this instrument,
unless the context shall otherwise clearly require, the term
"Borrower® and the tarm "Lender" shall include their legal repre-
sentatives, successors and assigns, as the case may be, of Borrower
and Lender, and all persons claiming by, through, or under Borrcwer
or Lender; the term "person® shall include any individual,

partnership, corporation, trust, unincorporated association-or

goverrient, or any agency or pelitical subdivisien thereof, or any

two or wore of the foregoing acting in concert; the singular shall

include the plural, and the plural, the singular; and the gender
used shall include the other genders,

7.4 Reifaces.” The right is hercby reserved by Lender to make
partial releasz or releases of the Mortgaged Premises or of any
other security held by Lender with respect to all or any part of
the indebtedness seciized hereby, without notice to, or the consent,
approval or -agreement  of, other parties in interest, including
junior lienors, which partial release or releases shall not impair
in any manner the validity of or priority of this Mortgage on the
portion of said Mortgaged Fremises not so released.

7.5 Buccesgors and Assiang. Subject to and without limiting
the provisions herein restricting or limiting Borrower's right of
agsignment and transfer, all of the terms, covenants, conditions
and agreements herein set forth shall be binding upon and inure to
the benafit of the respective heirs/ lexecutors, administrators,
legal representatives, successors and-assigns, as the case may be,
of the parties hereto.

7.6 No Merger. It being the desire -and  intention cf the
parties hereto that this Mortgage and the licn liereof shall not
merge in fee simple title to the Mortgaged Premigzs, it is hereby
understood angd agreed that should lender acquire any additional or
other interests in or to the Mortgaged Premises or thz ownership

thereof, then, unlegs a contrary intent is wanifested by Lender as:

evidenced by an appropriate document duly recorded, this lortgage
and the lien horeof shall not merge in the fee simple title, toward
the . ~.d that this Mortgage may be foreclosed as if owned by a
stranger to the fee simple title.

7.7 Aggignment by Lender. Lender may assign all or any
portion of itg interest hereunder and its rights granted herein and
in the Note to any person, trust, financial institution or
corporation as Lender may determine; and upon such assignment, such
aggignee shall thereupon succeed to all the rights, interests and
options of Lender herein and in the Note contained. Until advisea

in writing of the transfer of the Note and of Lender’s interest in

this Mortgage, Borrower shall regard Lender named on page 1 hereof
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ag the holder of the Note and as the mortgagee herein, and shall
make payments accordingly and be protected in doing so.

7.8 Applicable Law. This Mortgage shall be governed by the
laws of the State of Illinois, which laws shall also govern and
control the construction, enforceability, validity and interpre-
taticn of this Mortgage.

7.9 Severability. In the event that any provision of this
Mortgage or the application thereof to any person or circumstance
shall be invalid or unenforceable or contrary to law, the remaining

provigions of this Mortgage and the applicaticn of such provision .

or provisions to other persons or circumstances shall not be
affected thereby and shall be fully effective and enforceable to
the extent permitted by law.

~7.10 No.bzrtnership. Borrower acknowledges and agrees that in
no event shall /Lander be deemed to be a partner or joint venturer
with Borrower. - Without limitation of the foregoing, Lender shall
not be deemed to ba such a partner or joint venturer on account of
its becoming a Lender- in possession or exercising any rights
pursuant to this Mortiage or pursuant to any other instrument or
document securing any portion of the indebtedness secured hereby or
otherwise.

7.11 Subrogation. In the event the proceeds of the loan made
by Lender to Borrower, or any paxt thereof, or any amount paid out
cr advanced by Lender, shall be ustd directly or indirectly to pay
off, discharge or satisfy, in whole or in part, any prior lien or
encumbrance upon the Mortgaged Premises or any part thereof, then
the Lender shall be subrogated to sucii other lien or encumbrance
and to any additional security held by th¢ holder thereof and shall
have the benefit of the priority cf all ol =anme.

7,12 Headings. - Paragraph' and - section /headings contained.

herein are for convenience of reference only and ére not intended
to define, limit or describe the scope or intent of-any provision
of this instrument.

7.13 Conflict. In the event of any conflict or indunsistency.

between the terms and provisions of this Mortgage and the teims and
provisions of any other Loan Document (excluding the Note), the
terms and provisions of this Mortgage shall control.

7.14 Time is of the Bssence. Time is of the essence with
regpect to this Mortgage and each of the other Loan Documents.

9. POSSESSION AND DEFEASANCE.

8.1 Possegsion. Until the occurrence of an Event of Default
and except  as otherwise expressly provided to the contrary,
Borrowexr shall retain full possession of the Mortgaged Premises,
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