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MORTGAGE

THIS MORTGAGE (the "Mortgage") is made as of February 2,
1998, by H.0 Plus, L.P, a limited partnership, having an address at
845 West Madison, Chicago, Illinois (the "Borrower") to John Melk,
an individual having an address at €76 North Michigan, Chicago,
Illinois {(the "Lender").

Borrower has executed and delivered to Lender a Promissory
Note (the "Note") of even date herewith payable to the order of
Lender in the principal sum of Five Hundred Thousand Dollars
($500,000.00), bearing interest and payable as set forth in the
Note, 7nd due on demand.

In crcer to secure the payment of the principal indebtedness
under the{MNote and interest and premiums on the principal
indebtedness vnder the Note {(and all replacements, renewals and
extensions thereuf, in whole or in part) according to its tenor,
and to secure the payment of all other loans to Borrower from
Lender and all oth#r sums which may be at any time due under the
Note or this Mortgage or otherwise due from Borrower to Lender
{collectively sometimes rieferred to herein as "Indebtedness"); and
to gecure the performauce, and observance of all the provisions
contained in this Mortgege ~or the Note, and to charge the
properties, interests and rights hereinafter described with such
payment, performance and obszrivance, and for other wvaluable
congsideration, the receipt and sufficiency of which is hereby
acknowledged, Borrower DOES HEREBY !4ORTGAGE AND CONVEY unto Lender,
its successors and assigns forever. the £following described
property, rights and interests (which ure referred to herein as the
"premises"), all of which property, righis and interests are hereby
pledged primarily and on a parity with tie)Land (as hereinafter
defined) and not secondarily:

THE LAND located in the State of Illinoie (the "Land"}) and
legally described on Exhibit A attached hereto.

TOGETHER WITH all improvements of every nature wha:soever now
or hereafter situated on the Land, and all fixtures auc personal
property of every nature whatsoever now or hereafter  syned by
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Borrower and located on or used or intended to be used in
connection with the Land or the improvements, or in connection with
any construction thereon, and owned by Borrower, and all of
Borrower's rights or payments now or hereafter made on such
perscnal property or fixtures by Borrowery or on its behalf (the
"Improvements');

TOGETHER WITH all casements, rights of way, gores of land,
streets, ways, alleys, passages, sewer rights, waters, water
courses, water rights and powers, and all estates, rights, titles,
interests, privileges, liberties, tenements, hereditaments and
appurtenances whatsoever, in any way now or hereafter belonging,
relating or appertaining to the Land, and the reversions,
remainders, rents, issues and profits thereof, and all the estate,
right, tille, interest, property, possession, claim and demand
whatsoever, ‘a: law as well as in equity, in and to the same;

TOGETHER WITH all income from the Premises to be applied
against the Indebtednesgs, provided, however, that Borrower may, so
long as ne Defauit hxa occurred hereunder, collect income and other
benefits as it beccnes due, but not more than one (1) month in
advance thereof;

TOGETHER WITH all prcoecds of the foregoing, including without
limitation all Jjudgments, awards of damages and settlements
hereafter made resulting from condemnation proceeds or the taking
of the Premises or any portion thereof under the power of eminent
domain, any proceeds of any policies of insurance, maintained with

respect to the Premises or proceeds of any sale, option or contract
to sell the Premises or any portion thereof.

TC HAVE AND TO HOLD the Premises, ~unto the Lender, its
successors and assigns, forever, for the purposes herein set forth
together with all right to possession of tha Premises after the
occurrence of any Default as hereinafter definsd; the Borrower
hereby RELEASING AND WAIVING all rights under and by virtue of the
homestead exemption laws of the State of Illinois:

BORRCWER COVENANTS that it is lawfully seized of thke land, and
that it has lawful authority to mortgage the same, and that it will
warrant and defend the Land and the quiet and peaceful pcgsession
of the same against the lawful claims of all persons whomsoever.

PROVIDED, NEVERTHELESS, that if Borrower shall pay in full
when due the Indebtedness and shall timely perform and observe all
of the provisions herein and in the Note provided to he performed
and observed by the Borrower, then this Mortgage and the interest
of Lender in the Premises shall cease and become void, but shall
otherwise remain in full force,

BORROWER FURTHER AGREES AS FOLLOWS:
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1, ' i .
Borrower shall {(a) pay the Indebtedness when due and (b) punctually
perform and observe all of the requirements of the Note and this
Mortgage.

2.

Borrower shall (a) promptly repair or restere any portion of the
Improvements which may become damaged or be destroyed whether or
not proceeds of insurance are available or sufficient for that
purpose; {b) keep the Premises in good condition and free from
wagste; (c)} pay all operating costs of the Premises; {d) complete,
within a reasonable time, any building or other Improvements at any
time in the process of erection upon the Premises; (e) comply with
all requirements of law relating to the Premises and the use
thereof; 7 (f}) refrain from any action and correct any condition
which would -increase the risk of fire or other hazard to the
Improvemente: (g) comply with any restrictions of record with
respect to tha FPremises; and comply with any conditions necessary
to preserve and extend all rights that are applmcable to the
Premises; and (h) cause the Premises to be managed in a competent
manner, Without the prior written consent of Lender, Borrower
shall not cause, suffer or permit any (i) material alterations of
the Premisec except as required by law or except as permitted or
required to be made by tnz terms of any Leases approved by Lender;
{(1i) change in the intenaed use of the Premises; (iii} change in
the identity of the person i firm responsible for managing the
Premises; (iv) =zoning reclassification with respect to the
Premises; (v) unlawful use of,. 2r nuisance to exist upon, the
Premises; or {(vi) granting of any.-@usements, licenses, covenants,
conditions or declarations of use against the Premises, other than
use restrictions contained or provided for in Leases approved by
Lender.

3, Liens. Prohibition. Subject to the provisions of

pParagraph 4 hereof, Borrower shall not creat@. or suffer or permit
any encumbrance to attach to or be filed against the Premises,
excepting only (i) the lien of real estate taxes @and assessments
not due and (ii) any liens and encumbrances of Lender

4, laxeg.

4.1 PRayment. Borrower shall pay when due ail<taxes,
assessments, and charges of every kind levied or assessed against
the Premises or any interest therein or any obligation or
instrument secured hereby, and all installments thereof (all herein
generally called "Taxes"), whether or not assessed against
Borrower, and Borrower shall furnish to Lender receipts therefor on
or before the date the same are due; and shall discharge any claim
or lien relating to Taxes upon the Premises.

4.2 gontest. Borrower may, in good faith and with
reasonable diligence, contest the validity or amount of any such

Taxeg, provided:
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4.2.1 Such contest shall prevent the collection of
the Taxes 8o contested and the sale or forfeiture of the Premises
or any part thereof or interest therein to satisfy the same;

4.2.2 Borrower has notified Lender in writing of
the intention of Borrower to contest the same before any Tax has
been increased by any interest, penalties, or costs; and

4,2.3 Borrower has deposited with Lender, at such
place as Lender may from time to time in writing designate, a sum
of money or other security acceptable to Lender that, when added to
the monies or other security, if any, deposited with Lender
pursuart to Paragraph 7 hereof, 1is sufficient, in Lender's
judgment, to pay in full such contested Tax, including interest and
penaltizs, and shall increase such deposit to cover additional
interest “arnd penalties whenever Lender deems such an increase
advisable:

If Borrower fails to prosecute such contest with reasonable
diligence or fails to maintain sufficient funds on deposit as
hereinabove preovided, Lender may, at its option, apply the monies
and liquidate any securities deposited with Lender, in payment of,
or on account of, such Taxes, or any portion thereof then unpaid,
including all penalties and interest thereon. If the amount of the
money and any such securiiy so deposited is insufficient for the
payment in full of such Tares, together with all penalties and
interest thereon, Borrower shali forthwith, upon demand, either
deposit with Lender a sum that,  when added to such funds then on
deposit, is sufficient to make sucp payment in full, or, if Lender
has applied funds on deposit on account of such Taxes, restore such
deposit Lo an amount satisfactory t¢ Lender. Provided that
Borrower is not then in default hereunder, Lender shall, upon
Borrower's written request, after final dispcsition of such contest
and upon Borrower's delivery to Lender of an OGfficial bill for such
Taxes, apply the money so deposited in full ‘ayment of such Taxes
or that part thereof then unpaid, together with penalties and
interest thereon,

5, lngurance Covexrage. Borrower will insure tne Premises
against such perils and hazards, and in such amounts and ‘with such
iimits, as Mortgagee may from time to time require, ‘apd, in any
event will continucusly maintain the following described-policies
of insurance (the "Insurance Policies"):

5.1 Casualty insurance against loss and damage by all
rigks of physical loss or damage, including fire, windstorm, flood,
earthquake and other risks covered by the so-called extended
coverage endorsement in amounts not less than the full insurable
replacement value of all Improvements, fixtures and equipment from
time to time on the Premises and bearing a replacement cost agreed
amount endorsement;
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5.2 Comprehensive public liability against death, bhodily
injury and property damage with such limits as Lender may require;

5.3 Rental or business interruption insurance in amounts
sufficient to pay, for a periocd of up to one (1) year, all amounts
required to be paid by Borrower pursuant to the Note and this
Mortgage;

5.4 Steam boiler, machinery and pressurized vessel
insurance, if applicable;

5.5 If the Federal Insurance Administration (FIA) has
designated the Premises to be in a special flood hazard area and
desigrniaced the community in which the Premises are located eligible
for sale of subsgidized insurance, first and second layer flood
insurance wien and as available; and

5.6 /The types and amounts of coverage as are customarily
maintained by owrers or operators of like properties.

6. Ingurance 2uliicies. All Insurance Policies shall be in
form, companies and amounts reasonably satisfactory to Lender. All
Insurance Policies snall (i} include, when available, non-
contributing mortgagze =2ndnrsements in favor of and with loss
payable to Lender, (ii) :pclude standard waiver of subrogation
endorsements, (iii] provide that the coverage shall not be
terminated or materially modifizd without thirty (30) days' advance
written notice to Lender and (iv) provide that no claims shall be
paid thereunder without ten (10} davs' advance written notice to
Lender. Borrower will deliver ail’ JInsurance Pclicies premium
prepaid, to Lender and will deliver renc¢val or replacement policies
at least thirty (30) days prior to thedate of expiration of any
policy.

7. DRepogits for Taxes and Ingurance Freminus. In order to
assure the payment of Taxes and insurance —policy premiums
{"Premiums") when due:

7.1 Borrower shall deposic with Lender or the first
business day of each month, an amount equal to one-twelfth (1/12)
of the Taxes and Premiums thereof to become due upon the Fremises
between one (1) and thirteen (13) months after the date &I such
deposit; provided that in the case of the first such deposit,
Borrower shall deposit in addition an amount which, when added to
the aggregate amount of monthly deposits tc be made hereunder with
regspect to Taxes and Premiums to become due within thirteen (13)
months after such first deposit, will provide (without interest) a
sufficient fund to pay such Taxes and Premiums, one (1) month pricr
to the date when they arxe due, The amounts of such deposits
(herein generally called "Tax and Insurance Deposits") shall be
based upon Lender's estimate of the amount of Taxes and Premiums.
Borrower shall promptly upcn the demand of Lender make additional
Tax and Insurance Deposits as Lender may from time to time require

5
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due to (i) failure of Lender to require, or failure of Borrower to
make, Tax and Insurance Deposits in previous months,
(ii) underestimation of the amounts of Taxes and/or Premiums,
(i1i) the particular due dates and amounts of Taxes and/or Premiums
or (iv} application of the Tax and Insurance Deposits pursuant to
Paragraph 7.3 hereof. Additionally, upon the execution hereof,
Borrower shall deposit with Lender, as a Tax and Insurance Deposit,
the amount of all Taxes and Premiums to become due and payable
prior to the first monthly Tax and Insurance Deposit or within one
(1) month thereafter. Lender shall hold all Tax and Insurance .
Deposits without any allowance of interest thereon.
Notwithstanding any provision hereof to the contrary, Lender shall
not reouire Borrower to make Tax and Insurance Deposits unless one
or moie-0f the following events has occurred: (i) a Default has
occurred hereunder; (ii) Borrower has failed to provide for the
payment ¢f Taxes and Premiums in a manner satisfactory to Lender;
or {iii) Borruwer has failed to maintain the Insurance Policies in
a manner satisflactory to Lender.

7.2 ‘Lender will, out of the Tax and Insurance Deposits,
upon the presentaticiyto Lender by Borrower of the bills therefor,
pay the Taxes and Prawiums or will, upon the presentation of
receipted bills therefcr, reimburse Borrower for such payments made
by Borrower. If the total Tax and Insurance Deposits on hand shall
not be sufficient to pav al)l of the Taxes and Premiums when the
same shall become due, then Eorrower shall pay to Lender on demand
rhe amcount necessary to make up the deficiency.

7.3 Upon a Default under this Mortgage, Lender may, at
its option, without being requirec.tn_do so, apply any Tax and
Insurance Deposits on hand to the Inded.edness, in such order and
manner as Lender may elect. When the-Indebtedness has been fully
paid, any remaining Tax and Insurance Depotits shall be paid to
Borrower, All Tax and Insurance Deposits @ve hereby pledged as
additional security for the Indebtedness, and- shall be held by
Lender irrevocably to be applied for the purposez f£or which made as
herein provided, and shall not be subject to the direction or
control of Borrower,

7.4 Notwithstanding anything herein contaired to the
contrary, Lender shall not be liable for any failure to apply the
Tax and Insurance Deposits unless Borrower, while no Default exists
hereunder, shall have (i} requested in writing that Lender apply
such Deposits to the payment of the Taxes or Premiums, and
(ii) presented Lender with bills for such Taxes or Premiums.

7.5 The provisions of this Mortgage are for the benefit
of Borrower and Lender alone. No provision of this Mortgage shall
be construed as creating in any other party any rights in the Tax
and Insurance Deposits or any rights to have the Tax and Insurance
Deposite applied to payment of Taxes and Premiums. Lender shall
have no obligation to any third party to collect Tax and Insurance
Depomits.
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8. Broceeds of Insurance. Borrower will give Lender prompt

notice of any loss or damage to the Premises, and:

8.1 In case of loss covered by insurance policies,
Lender (or, after entry of decree of foreclosure, the purchaser at
the foreclosure sale or decree creditor, as the case may be} is
hereby authorized at its option either (i) to settle and adjust any
claim under such policies without the consent of Borrower, or
(ii) to allow Borrower to settle or adjust such claims; provided
that Borrower may itself adjust logses aggregating not in excess of
Thousand Dollars ($ ) 1f such adjustment is
carried out in a competent and timely manner. The expenses
incurread by Lender in the adjustment and collection of insurance
proceeds  shall be so much additional Indebtedness and Borrower
shall redirburse Lender for such expense upon demand.

$+.2~.In the event of any insured damage to the Premises
(herein called ar "Insured Casualty"), and if, in the reasonable
judgment of Lendey, the Premises can be restored to an economic
unit not less valuable than the same was prior to the Insured
Casualty, then, if Rorrower shall not be in default or Default
hereunder, the proceeds cf insurance shall be applied to reimburse
Borrower for the cost »f restoring or repairing the Premises, as
provided for in Paragrapli 9 hereof; and Borrower shall diligently
restore or repair the Prenises; provided that Borrower shall pay
all costs of such restoring or repairing in excess of the net
proceeds of insurance made avalilalle pursuant to the terms hereof.

8.3 Except as provided in Paragraph 8.2, Lender may
apply the proceeds of insurance coasequent upon any Insured
Casualty upon the Indebtedness in su¢h order as Lender may elect;
provided, however, that such applicaticn of proceeds shall not be
considered a voluntary prepayment of the Note which would require
the payment of any prepayment premium,

8.4 Whether or not proceeds of iisurance are made
available toc Borrower for the restoring or rwevairing of the
Premiges, Borrower shall restore or repair the samz o be of at
least equal value and of substantially the same charactex as prior
to such damage in accordance with plans and gpecifications to be
approved in advance by Lender.

9. Disbursement of Insurance Proceeds. Insurance proceeds
held by Lender for restoration or repairing of the Premises shall
be disbursed from time te time upon Borrower furnishing Lender with
(1) evidence satisfactory to it of the estimated cost of the
regtoration or repair, (ii} funds sufficient in addition to the
proceeds of insurance, to fully pay for the restoration or repair,
and (iii}) such architect's certificates, waivers of lien,
contractor's sworn statements, title insurance endorsements, plats
of survey and such other evidences of cost, payment and performance
as Lender may require and approve. No payment made prior to the
final completion of the restoration or repair shall exceed seven

7
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hundred percent (700%) of the value of the work performed from time
to time, as such value shall be determined by Lender in its
exclusive judgment; funds other than insurance proceeds shall be
disbursed prior to disbursement of such proceeds; and at all times
the undisbursed balance of such proceeds remaining in the hands of
Lender, together with funds deposited or irrevocably committed, to
the satisfaction of Lender, by or on behalf of Borrower to pay the
cost of such repair or restoration shall be at least sufficient in
the reasonable judgment of Lender to pay the entire unpaid cost of
the restoration or repair free and clear of all liens or claims for
lien. Any surplus of insurance procceds held by Lender after
payment of such costs of restoration or repair shall be paid to
Borrower provided Borrower is not in default hereunder. No
interest shall be allowed to Borrower on account of any proceeds of
insurancez nr other funds held by Lender.

10. Loydemnation and Emipent Domain. All awards (the
"Awards") made to the owner of the Premises, by any governmental or
other lawful authority for the taking, by condemnation or eminent
domain, of all ex any part of the Premises, are hereby assigned by
Borrower to Lendex Lender is hereby authorized to give
appropriate acquittances thereof. Borrower shall immediately
notify Lender of the lactual or threatened commencement of any
condemnation or eminent donain proceedings affecting the Premises
and shall deliver to Lendi» copies of any papers served in
connection with any such proceedings. Borrower shall make and
deliver to Lender, at any Yime upon request, free of any
encumbrance, all further assigniaznts and other instruments deemed
necessary by Lender for the purpsre of assigning all Awards to
Lender. If any portion of or intereat in the Premises is taken by
condemnation or eminent domain, either temporarily or permanently,
and the remaining portion of the Premiscs is not, in the judgment
of Lender, a complete economic unit having/eqguivalent value to the
Premises as it existed prior to the taking,-tiien, at the option of
Lender, the entire Indebtedness shall immeduntely become due.
After deducting from the Award for such taking aXi of its expenses
incurred in the collection and administration «@f the Award,
including attorney's fees, Lender shall be entitled tn apply the
net proceeds toward repayment of such portion of the  Irdebtedness
ag it deems appropriate without affecting the lien of this
Mortgage. In the event of any partial taking of the Pramises or
any interest in the Premises, which, in the judgment of ~ander
leaves the Premiges as a complete economic unit having equivalent
value to the Premises as i- existed prior to the taking, and
provided nc Default has occurred and is then continuing, the Award
shall be applied to reimburse Borrower for the cost of restoration
and rebuilding the Premises in accordance with plans,
gpecifications and procedures approved by Lender, and such Award
shall be disbursed in the same manner as is hereinabove provided
above for the application of insurance proceeds, provided that any
surplus after payment of such costs shall be applied on account of
the Indebtedness. If the Award is not applied for reimbursement of
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such restoration costs, the Award shall be applied against the
Indebtedness, in such order or manner as Lender shall elect.

11. Restrictions on Transfer. Borrower shall not, without

the prior written consent of Lender, effect, suffer or permit any
"Prohibited Transfer" (as defined herein). Auy conveyance, sale,
assignment, transfer, lien, pledge, mortgage, security interest or
other encumbrance or alienation {or any agreement to do any of the
foregoing) of any of the following properties, rights or interests
gshall constitute a "Prohibited Transfer":

11.1 The Premises or any part thereof or interest
therein:

11.2 All or any portion of the beneficial interest or
power of ‘duirecticn in or to the trust under which Borrower is
acting, if/Borrower is a Trustee;

11.3 /Pny shares of capital stock of a corporation which
is a beneficiary of a trustee Borrower, a corporation which is a
general partner in a4 partnership beneficiary of a trustee Borrower,
or a corporation which is the owner of substantially all of the
capital stock of any ‘orporation described in this subparagraph
(other than the shares of irapital stock of a corporate trustee or
a corporation whose stock is publicly traded on a national
securities exchange or on tliz National Association of Securities
Dealer's Automated Quotation Svstem); or

11.4 All or any part of the partnership or joint venture
interest, as the case may be, of 2/ partnership beneficiary of a
Trustee Borrower;

in each case whether any such conveyancz, sale, assignment,
trangfer, lien, pledge, mortgage, security iptlerest, encumbrance or
alienation is effected directly, indirectly, veluntarily or
involuntarily, by operation of law or otherwise; orovided, however,
that the foregoing provisions of this Paragraph 1l-shall not apply
(i) to liens securing the Indebtedness, (ii) to the li=n of current
taxes and assessments not in default, or (iii) to any transfers of
the Premises, or part thereof, or interest thereir,. or any
beneficial interests, or shares of stock or partnership or joint
venture interests, as the case may be, by or on behalf of-zq cwner
thereof who is deceased or declared judicially incompetent, to such
owner's heirs, legatees, devisees, executors, administrators,
egstate or personal representatives.

12. Defaults. If one cr more of the following events (herein
called "Defaults") shall occur:

12.1 If Borrower shall, after the expiration of any
applicable grace periods, fail to make payments of amounts owed
under the Note or this Mortgage when due;




" UNOFFICIAL COPY




UNOFFICIAL COP Y 98364674

12.2 If any default shall, after the expiration of any
anplicable grace periods, exist under any other document or
instrument regulating, evidencing, securing or guarantying any of
the Indebtedness;

12.3 A Prohibited Transfer;

12.4 If default shall continue for fifteen (15) days
after notice thereof by Lender to Borrower in the punctual
performance or observance of any other agreement or condition
herein contained;

12,5 If (and for the purpose of this subparagraph 12.5
only, Zie term Borrower shall mean not only Corrower, but alsc any
beneficixry of a trustee Borrower, any general partner in a
partnershir Rorrower or in a partnership which is a beneficiary of
a trustee Eorgower, any owner of more than ten percent (10%) of the
stock in a curporate Beorrower o©r a corporation which is the
beneficiary oI /4 trustee Borrower and each person who, as
guarantor, co-maker or otherwise, shall be or become liable for any
part of the Indektedness or any of the agreements contained
herein) :

12.5.1 (Borrower shall file a voluntary petition
in bankruptecy or for relief(under the Federal Bankruptcy Act or any
similar state or federal law;

12.5.2 Borrower-shall file a pleading in any
proceeding admitting insolvency;

12.5.3 Within gixty  1¢0) days after the filing
against Borrower of any involuntary preoceeding under the Federal
Bankruptcy Act or similar state or federal Jaw, such proceedings
shall not have been vacated;

12.5.4 1 substantial part ol Horrower's assets
are attached, seized, subjected to a writ or distrzsss warrant, or
are levied upon, unless such attachment, seizure, wiit, warrant or
levy is vacated within sixty (60) days;

12.5.5 Borrower shall make an assignmeri-for the
benefit of creditors or shall consent to the appointmeat of a
receiver or trustee or liquidator of all or the major part of its
property, or the Premises; or

12.5.6 Any order appointing a receiver, trustee
or liquidator of Borrower or all or a major part of Borrower's
property or the Premises is not vacated within ninety (90) days
following the entry thereof;

then Lender may, at its option and without affecting the lien
hereby created or the priority of said lien or any other right of
Lender hereunder, to declare, without further notice, all

10
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Indebtedness to be immediately due with interest thereon at the
Default Rate, whether or not such Default be thereafter remedied by
Borrower, and Lender may immediately proceed to foreclose this
Mortgage and tc exercise any right provided by this Mortgage, the
Note or otherwise.

13, Foreclosure. When the Indebtedness shall become due,
whether by acceleration or otherwise, Lender shall have the right
to foreclose the lien hereof in accordance with the Illinois
Mortgage Foreclosure Act, 735 ILCS 5/15-1101 et seq. (the “Act")
and to exercise any other remedies of Lender provided in the Note,
this Mortgage, the Loan Agreement, or which Lender may have at law,
at equity or otherwise. In any suit to foreclose the lien hereof,
there snall be allowed and included as additional Indebtedness in
the decrae of sale, all expenditures and expenses which may be paid
or incurred by or on behalf of Lender for attorney's fees,
appraiser's- fees, outlays for documentary and expert evidence,
stenographer's charges, publication costs, costs (which may be
estimated as todicems to be expended after entry of the decree) of
procuring all such abstracts of title, title searches and
examinations, title  insurance policies, and similar data and
agsurance with respect—to title as Lender way deem reasonably
necessary either to proserute such suit or to evidence to bidders
at saleg which may be  had pursuant to gsuch decree the true
conditions of the title tc ox the value of the Premises, and any
other expenses and expenditurcs which may be paid or incurred by or
on behalf of Lender and permitted by the Act to be included in such
decree. All expenditures and expenses of the nature mentioned in
this Paragraph, and sich other experses and fees as may be incurred
in the protection of the Premises and rents and income therefrom
and the maintenance of the lien of this Mortgage, including the
fees of any attorney employed by Lender-in any litigation or
proceedings affecting this Mortgage, the Note or the Premises,
including probate and bankruptcy proceedings, or in preparation of
the commencement or defense of any proceedings ur threatened suit
or proceeding, or otherwise in dealing speciilically therewith,
shall be so much additional Indebtedness and shall be immediately
due and payable by Borrower, with interest therecn at the Default
Rate until paid.

14. Right of Posseggsion. When the indebtedness shall become
due, whether by acceleration or otherwise, or if Lender has a right
to institute foreclosure proceedings, Borrower shall, forthwith
upon demand of Lender, surrender to Lender, and Lender shall be
entitled to be placed in possession of the Premises as provided in
the Act and Lender, in its discretion and pursuant to court order,
may reasonably, by its agent or attorneys, enter upon and take and
maintain possession of all or any part of the Premises, together
with all documents, boocks, records and accounts of Borrower or the
then owner of the Premiges relating thereto, and may exclude
Borrower, such owner, and any agents and servants thereof wholly
therefrom and may, on behalf of Borrower or such owner, or in its
own name as Lender and under the powers herein granted:

11
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14.1 Hold, manage, and control all or any part of the
Premigses and conduct the bugsiness, if any, thereof, either
personally or by its agents, with full power to use such measures,
legal or equitable, as in its discretion may be deemed proper or
necessa.y to enforce the payment or security of the rents, issues,
deposits, profits, and avails of the Premises;

14.2 Cancel or terminate any Lease or sublease of all
or any part of the Premises for any cause or on any ground that
would entitle Borrower to cancel the same;

14,3 Extend or medify any then existing Leases and make
new Leazes of all or any part of the Premises, which extensions,
modificetions, and new Leases may provide for terms to expire, or
for optioprs to lessees to extend or renew terms to expire, beyond
the matuxicy date of the loan evidenced by the Note and the
issuance ci.u-deed to a purchaser at a foreclosure sale, it being
understood and agreed that any such Leases, and the options or
other such provisions to be contained therein, shall be binding
upon Borrower, -ail persons whose interests in the Premises are
gubject to the lien acreof, and the purchaser at any foreclosure
sale, notwithstanding any redemption from sale, reinstatement,
discharge of the Indentedness, satisfaction of any forsclosure
decree, or issuance of any certificate of sale or deed to any such
purchaser;

14.4 Make all necessary or proper repairs, decoration
renewals, replacements, alteratious, additions, betterments, and

improvements in connection with the Premises as may seem judicious
to Lender, to insure and reinsure ihe Property and all risks
incidental to Lender's possession, < operation, and management
thereof, and to receive all rents, issucs, deposits, profits, and
avails therefrom; and

14.5 The net income, after allowing d-reasonable fee for
the collection thereof and for the management of the Premises, to
the payment of Taxes, Premiums and other charges apovlicable to the
Premises, or in reduction of the Indebtedness Hereby Secured in
such order and manner as Lender shall select.

Without limiting the generality of the foregoing, Lender srall have
all power, authority and duties as provided in the Act. “Nothing
herein contained shall be construed as constituting Lender a
mortgagee in possession in the absence of the actual taking of
possession of the Premises.

15. Regeiver. Upon the filing of a complaint to foreclose
this Mortgage or at any time thereafter, the court in which such
complaint is filed may appoint upon petition of Lender, and at
Lender's sole option, a receiver of the Premises pursuant to the
Act. Such appointment may be made either before or after sale,
without notice, without regard to solvency or insolvency of
Borrower at the time of application for such receiver, and without

12
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regard to the then value of the Premises or whether the same shall
be then occupied as a homestead or not; and Lender hereunder or any
employee or agent thereof may be appointed as such receiver. Such
receiver shall have all powers and duties prescribed by the Act,
including the power tc make leases to be binding upon all parties,
including the mortgagor, the purchaser at a sale pursuant to a
judgment of foreclosure and any person acquiring an interest in the
Premises after entry of a judgment of foreclosure, all as provided
in the Act. 1In addition, such receiver shall algo have the power
to extend or modify any then existing leases, which extensions and
modifications may provide for terms to expire, or for options to
lesgees to extend or renew terms to expire, beyond the maturity
date of the Note and beyond the date the issuance of a deed or
deeds C¢-a purchaser or purchasers at a foreclosure sale, it being
understood-and agreed that any such leases, and the options or
other provisions to be contained therein, shall be binding upon
Borrower and all the persons whose interest in the Premises are
subject to the lien hereof and upon the purchaser or purchasers at
any foreclosuce sale, notwithstanding any redemption,
reinstatement, discharge of the Indebtedness, satisfaction of any
foreclosure judgmernt, ‘or issuance of any certificate of sale or
deed to any purchaser. ~In addition, such receiver shall have the
power to collect the venrg, issues and profits of the Premises
during the pendency of such foreclosure suit and, in case of a sale
and deficiency, during the full statutory period of redemption, if
any, whether there be a redemption or not, as well as during any
further times when Borrower, except for the intervention of such
receiver, would be entitled to colliection of such rents, issues and
profits, and such receiver shall have all other powers which may be
necessary or are usual in such .cases for the protection,
possession, control, management and oOperation of the Premises
during the whole of said period. The cecurt may, from time to time,
authorize the receiver to apply the net income from the Premises in
payment in whele nr in part of: (a) the dndebtedness or the
indebtedness secured by a decree foreclosing this Mortgage, or any
tax, special assessment, or other lien which nay be or become
superior to the lien hereof o- of such decree, provided such
application is made prior to the foreclosure saler or (b) the
deficiency in case of a gale and deficiency.

16, Foreclosure Sale. Except te the extent ‘ccherwise

required by the Act, the proceeds of any foreclosure sale ol the
Premises shall be distributed and applied in the follcowing order of
priority: First, all items which under the terms hereof constitute
Indebtedness additional to the principal and interest evidenced by
the Note in such order as Lender shall elect with interest thereon
as herein provided; and Second, all principal and interest
remaining unpaid on the Note in such order as Lender shall elect;
and lastly any surplus to Borrower and its successors and assigns,
as their rights may appear.

17. Insurance During Foreclosure. In case of an insured loss
after foreclosure proceedings have been instituted, the proceeds of
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any Insurance Policy, if not applied in rebuilding or restoring the
Improvements, shall be used to pay the amount due in accordance
with any decree of foreclosure that may be entered in any such
proceedings, and the balance shall be paid as the court may direct.
The foreclosure decree may provide that the mortgagee's clause
attached to each of the casualty Insurance Policies may be
cancelled and that the decree creditor may cause a new loss clause
to be attached to each of said casualty Insurance Policies making
the loss thereunder payable to said decree creditors. The
foreclosure decree may further provide that in the case of one or
more redemptions under said decree, each successive redemptor may
cause the preceding loss clause attached to each casualty Insurance
Policy %o be cancelled and a new loss payable clause to be attached
thereto,  making the loss thereunder payable to such redemptor. In
the everc of foreclosure sale, Lender may, without the consent of
Borrower, -essign any Insurance Policies to the purchaser at the
sale, or <ak= such other steps to protect the interest of such
purchaser.

18. HWaiver of Right of Redemption and Other Rights. To the
full extent permitced by law, Borrower agrees that it will not at
any time or in any mauner whatsoever take any advantage of any
stay, exemption or extension law or any so-called "Moratorium Law"
now or at any time hereafrier in force, nor take any advantage of
any law now cr hereafter irn {orce providing for the valuation or
appraisement of the Premises, or any part therecf, prior to any
sale thereof to be made pursuant to any provisions herein
contained, or to any decree, judoment or order of any court of
competent jurisdiction; or after ruch sale claim or exercise any
rights under any statute now or heczatter in force to redeem the
property so sold, or any part thercof, or relating to the
marshalling therecf, upon foreclosure sale cr other enforcement
hereof. To the full extent permitted Dy law, Borrower hereby
expressly waives any and all rights it may have, to require that the
Premises be sold as separate tracts or units -in the event of
foreclosure. To the full extent permitted by law, Borrower hereby
expresgly waives any and all rights of redemption under the Act, on
its own behalf, on behalf of all persons claiming or having an
interest (direct or indirect) by, through or under Borxiewer and on
behalf of each and every person acquiring any interest ja.or title
to the Premises subsequent to the date hereof, it being the intent
hereof that any and all such rights of redemption of Borrower and
guch other persons, are and shall be deemed to be hereby waived to
the full extent permitted by applicable law. To the full extent
permitted by law, Borrower agrees that it will not, by invoking or
utilizing any applicable law or laws or otherwise, hinder, delay or
impede the exercise of any right, power or remedy herein or
otherwise granted or delegated to Lender, but will permit the
exercise of every such right, power and remedy as though no such
law or laws have been or will have been made or enacted. To the
full extent permitted by law, Borrower hereby agrees that no action
for the enforcement of the lien or any provision hereof shall be
subject to any defense which would not be good and valid in an
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acticen at law upen the Note, Borrower acknowledges that the
Premises do not constitute agricultural real estate as defined in
Section 15-1201 of the Act or residential real estate as defined in
Section 15-1219 of the Act.

19. Lender's Performance of Borrower's Qbligationg. In case
of Default, either before or after acceleration of the Indebtedness
or the foreclosure of the lien hereof and during the period of
redemption, if any, Lender may, but shall not be required to, make
any payment or perform any act herein required of Borrower (whether
or not Borrower is personally liable therefor) in any form and
manner deemed expedient to Lender. Lender may, but shall not be
required .to, complete construction, furnishing and equipping of the
Improvements and rent, operate and manage the Premises and the
Improvemerce and pay operating costs and expenses, including
management-fe=8, of every kind and nature in connection therewith,
so that the-fremises shall be operational and useable for their
intended purpuses. All monies paid, and all expenses incurred in
connection therewith, including attorneys' fees, shall be so much
additional Indeucedress, whether or not the Indembtedness, as a
result thereof, shall zxceed the face amount of the Note, and shall
become immediately due. and payable on demand, and with interest
thereon at the Default Rate specified in the Note (the "Default
Rate"). Inaction of Lend2r shall not be a waiver of any right
accruing to it on account Of uny Default nor shall the provisions
of this Paragraph or any exetrcise by Lender of its rights hereunder
prevent any default from constituting a Default., Lender, in making
any payment hereby authorized {2}, relating to Taxes, may do so
according to any bill, statement og estimate, without inquiry into
the validity of any tax, assessment, sele, forfeiture, tax lien or
title or claim thereof; (b) for the purchase, discharge, compromise
or settlement of any lien, may do sc without ingquiry as to the
validity or amount of any claim for lien which may be asserted; or
(¢} in connection with the completion of counstructicn, furnishing
or equipping of the Premises or the rental, opecsation or management
of the Premises or the payment of operating szsts and expenses
thereof, may do so in such amounts and to such perscns as Lender
may deem appropriate. Nothing contained herein shall-bhe construed
to require Lender to advance or expend monies for any purpose.

20. Rights Cumulative. Each right herein conferied upon
Lender is cumulative and in addition to every other right provided
by law or in equity, and Lender may exercise each such right  in any
manner deemed expedient to Lender. Lender's exercise or failure to
exercise any right shall not be deemed a waiver of that right or
any other right or a waiver of any default. Except ag otherwise
specifically required herein, Lender is not required to give notice
of its exercise of any of its right under this Mortgage.

21. Successgors and Azsigns.

21.1 Holder of the RNote. This Mortgage and each
provigion hereecf shall be binding upon Borrower and its succesgsors
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and assigns (including, without limitation, each and every record
owner from time to time of the Premises or any other person having
an interest therein), and shall inure to the benefit of Lender and
its successors and assigns. Wherever herein Lender ig referred to,
such reference ghall be deemed to include the holder from time to
time of the Note; and each such holder of the Note shall have all
of the rights afforded hereby and may enforce the provisions
hereof, as fully as if Lender had designated such holder of the
Note herein by name.

21,2 Covenants Run with Land; Succesgor Ownerg. All of
the covenants of this Mortgage shall run with the Land and be
binding on any successor owners of the Land., If the ownership of
Premisev-or any portion thereof becomes vested in a person other
than Borrewer, Lender may, without notice to Borrower, deal with
such perscn with reference to this mortgage and the Indebtedness in
the same wanner as with Borrower without in any way releasing
Borrower frowm -its obligations hereunder. Borrower will give
immediate written notice to Lender of any conveyance, transfer or
change of ownershilp of the Premiges, but nothing in this Paragraph
shall vary the provisions of Paragraph 12 hereof,

22, Effect of Ex(ensjons and Amendments. If the payment of
the Indebtedness be exteénded or varied, or if any part of the
security or guaranties the¢rczfor be released, all persons at any
time liable therefor, or interested in the Premises, shall be held
to assent to such extension,/  veriation or release, and their
liability, and the lien, and all-pzovisions hereof, shall continue

in full force and effect; the right of reccurse against all such
persons being expressly reserved by Lender, notwithstanding any
such extension, variation or releasz, Any person, firm or
corporation taking a junior mortgage. -or other lien upon the
Premises or any part thereof ox any intevest therein, shall take
the said lien subject to the rights of Leider to amend, modify,
extend or release the Note, this Mortgage or aunv. other document or
instrument evidencing, securing or guarantying tha-Indebtedness, in
each case without obtaining the consent of the diolder of such
junior lien and without the lien of thisg Mortgage- losing its
priority over the rights of any such junior lien.

23. Eovironmental Matters. Borrower represgents thixt it is

currently in compliance with, and covenants and agrees that, it
will manage and operate the Premises and will cause each tenant to
occupy its demised portion cof the Premises in compliance with, all
federal, state and local laws, rules, regulations and ordinances
regulating, without limitation, air pollution, soil and water
pollution, and the use, generation, storage, handling or disposal
of hazardous or toxic substances or other materials (including,
without limitation, raw materials, products, supplies or wastes).
Borrower further covenants and agrees that it shall not install or
permit to be installed in the Premises asbestos or any substance
containing asbestos and deemed hazardous by or in violation of
federal, state or local laws, rules, regulations or orders
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respecting such material. Borrower shall send to Lender within
five (5) days of receipt or completion thereof, any report,
citation, notice or other writing including, without limitation,
hazardous waste disposal manifests, by, to or from any governmental
or quasi-governmental authority empowered to regulate or oversee
any of the foregoing activities, Borrowers shall remove from the
Premigses and dispose of any such hazardous or toxic substances or
other materials in a manner consistent with and in compliance with
applicable laws, rules, regulations and ordinances and shall take
any and all other action to remedy, rectify, rehabilitate and
correct any violation of any applicable law, rule, regulation or
ordinance concerning toxic or hazardous substances or any violation
of any zgreement entered into between Borrower, Lender and/or any
third parcy with respect to hazardous or toxic materials. Borrower
agrees to indemnify, defend with counsel reasonably acceptable te
Lender (at-Porrower's sole cost), and hold Lender harmless against
any claim,” response or other costs, damages, liability or demand
lincluding witbour limitation reasonable attorneys' fees and costs
incurred by Leader) arising out of any claimed violation by
Borrower of any of the foregoing laws, regulations or ordinances or
breach of any of tle" foregeing covenants or agreements. The
foregoing indemnity shalil survive repayment of the Indebtedness.

24. Future Advancesg. At all times, regardless of whether any
loan proceeds have been diskursed, this Mortgage secures as part of
the Indebtedness the payment. of all loan commissions, service
charges, liquidated damages, attorney's fees, expenses and advances
due to or incurred by Lender in connection with the Indebtedness,

all in accordance with the Note (and this Mortgage; provided,
however, that in no event shalls the total amount of the
Indebtedness, including loan proceeds disoursed plus any additional
charges, exceed $10,000,000. All such aavarces are intended by the
parties hereto toc be a lien on the premises. from the time this
Mortgage is recorded, as provided in the Act.

25. Subrogation. If any part of the Indebtedness is used
directly or indirectly to satisfy, in whole or inipart, any prior
encumbrance upon the Premises or any part thereof,” then Lender
shall be subrogated to the rights of the holder thereciin and to
such other encumbrance and any additional security held by such
holder, and shall have the benefit of the priority of the same.

26, Qption to Subordipate. At the option of Lender, this
Mortgage shall become subordinate, in whole oxr in part (but not
with respect to priority of entitlement to insurance proceeds or
any award in condemnation} to any leases of all or any part of the
Premises upon the execution by Lender and recording thereof, at any
time hereafter, in the Office of the Recorder of Deeds for the
county wherein the Premises are situated, of a wunilateral
declaration to that effect.

27. Governing Law. The place of negotiation, execution, and
delivery of this Mortgage and the location of the Property being
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the State of Illineois, this Mortgage shall be construed and
enforced according to the laws of that State, without reference to
the conflicts of law principles of that State.

28. Rusiness Loan. The proceeds of the Note will be used for
the purposes sgpecified in Ill. Rev., Stat. ch. 17, para. 6404
{1987), and the principal obligation secured hereby constitutes a
"business loan" coming within the definition and purview of said
gection.

29. Inspection of Premises and Records. Borrower shall keep
and maintain full and correct books and records showing in detail
the inceme and expenses of the Premises. Lender and its agents
shall llave the right to inspect the Premises and all books, records
and docuuents relating thereto at all reasonable times.

30, fivmnedal statements. If required by Lender, Borrower
will, within ninety (90) days after the end of each fiscal year of

Borrower, furnish to Lender financial and operating statements of
the Premises £for _such fiscal year, including, but without
limitation, a balance: sheet and supporting schedules, detailed
statement cof income and. cxpenditures and supporting schedules, all
prepared in accordanc: with generally accepted principles of
accounting consistently ‘anplied. Such financial and operating
statements shall be prepared and certified in such manner as may be
acceptable to Lender, and Lender may, by notice in writing to
Borrower, require that the same 'be certified and prepared pursuant
to audit, by a firm of independeut certified public accountants
satisfactory te Lender, in which case. such accountants shall gtate
whether, during the course of theixr jaudit, they discovered or
became aware of any infermation which wnuld lead them to believe
that a Default exists.

31. Time of the Essence. Time is of the =ssence of the Note,
this Mortgage, and any other document or instrument evidencing or
securing the Indebtedness.

32. Captions and Pronouns. The captions and neadings of the
varicug sections of this Mortgage are for convenience oniv, and are
not to be construed as limiting in any way the scope oi intent of
the provisions hereof. Whenever the context requires or permits,
the singular shall include the plural, the plural shall inciude the
gingular, and the masculine, feminine and neuter shall be freely
interchangeable,

33, Notices. Any notice or other communication which any
party hereto may desire or may be required to give to any other
party hereto shall be in writing, and shall be deemed given when
(i) personally delivered, (ii) upon receipt if sent by a nationally
recognized overnight courier addressed to a party at its address
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get forth above, or (iii) on the second business day after being
deposited in United States registered or certified mail, postage
prepaid, addressed to a party at its address set forth above, or to
such other address as the party to receive such notice may have
designated to the other party by notice in accordance herewith.

Except as otherwise specifically required herein, notice of
the exercise of any right, power or option granted to Lender by
this Mortgage is not required to be given,

Name__. 2277 A MECA
Title J A DEA T

( "QFFICIAL SEAL"
STATE OF t o ) Karen MacAdam

: ) 88, TARY PUSLIC. STATE OF ILLINOIS
COUNTY OF Coov= ) N&YACRO?:D%SSION EXPIRES 9/3/99
———S o
I HEREBY CERTIFY that on this 24 day of _APMLC | 199F
before me a Notary Public for the state and county aforesaid,
personally appeared _juJ Memc , known to me or satisfactorily
proven to be the same persca whose name is subscribed to the
foregoing instrument, who ac¥nowledged that _he is the
of 10+ , that _he has bren duly authorized to execute, and
has executed, such instrument -ci, its behalf for the purposes
therein set forth, and that the same is its act and deed.

IN WITNESS WHEREOF, I have set my nand and Notarial Seal the
day and year first above written.

N 1N

NOTARY PUBLIC
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!;;g EXHIBIT A 98363678
{976 LEGAL DESCRIPTION OF THE LAND
77
{ 78
979 Lots 3 to 16, all inclusive, in Block 2 in Duncan's addition to
t;§80 Chicago, being a subdivision of the east 1/2 of the northeast 1/4
$51 of Section 17, Township 39 North, Range 14 East of the Third
982 Principal Meridian, in Cook County, Illinois,
983
984 P.I.N. #s:
985
986 17-17-208-001-0000
287 17-17-208-002-0000
988 17-17-208-005-0000
989 17-17-208-006-0000
990 17-17-208-007-0000
991 17-17-208-009-0000
992 17-17-208-010-0000
993 17-17-208-016-0000
994 17-17-208-G17-0000
995 17-17-208-018-0000
896
997 Common Address:
8998
999 71 South Peoria
1000 Cnicego, Illinois

1001
1002 327526 .1
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, Expires: December 31, 1996
SECURITIES AND EXCHANGE COMMISSION .
Washington, D.C. 20849 Estimated average burden

FORM D
NOTICE OF SALE OF SECURITIES mgfl!-‘-liﬁﬁ Q L.:..,.
PURSUANT TO REGULATION D,
SECTION 4(6), AND/OR DATE RECEIVED
v PTLON

LINIF

K

"ffmame of Offering ([ check if this is an amendinent and name has changed, and indicate change.)

d . , .
}"‘Convertlble Proprietary Investment Group, Inc. and CC Investments, LDC Private Placement
Filing Under (Check boxtes) that apply): [CJRule504  ORule 505 B Rule 506  OSectiond(¢) O ULOE

Type of Filing: ] New Filing ] Amendment
A A. BASIC IDENTIFICATION DATA
1. Enter the information requacted about the issuer

Name of tssuer ( O check if thi7 is an amendment and name has changed, and indicate change.)
Interactive Entertainment Limited
Address of Executive Offices {Number and Street, City, State, Zip Code) | Telephone Number (Including Area Code)

845 Crossover Lane, Suite D-215, Memphis, Tennessee 38117 (901)537-3800

Address of Principal Business Operations (Number and S.reet, City, State, Zip Code) | Telephone Number (Including Area Code)
(if different from Executive Offices)

Brief Description of Business

Development, distribution and service of software for ir-flight interactive gaming and entertainment

Type of Business Organization
corporation O limited partnership, already {orinzd O other (please specify):

(3 business trust O limited partnership, to be formed
GENERAL INSTRUCTIONS Month Year

Actual or Estimated Date of Incorporation or Organization: @ E KAcwa 0O Estimated

Jurisdiction of Incorporation or Organization: (Enter two-letter U.S. Postal Service abbreviation for State:
CN for Canada; FN for other foreign jurisdiction) E

Federal:

l‘}fhg) ém{’:.;dfg)e: All issuers muking an offering of securities in reliance on an exemption under Regulation D or Sectior+(£), 17 CFR 230.501 et seq. or 15

When Tor File: A notice must be filed no Jater than ES days after the first sale of securities in the ptTcrinF. A notice is deemed filed wih the U.S. Securities and
Exchange Commission (SEC) on the earlier of the date it is received by the SEC at the address given below or, il received i that add ess after the date on which
it 15 due, or the date it was mailed by United States registered or cectified mail to that address,

Where to File: U.S. Securities and Exchange Commission, 450 Fifth Street, N.W., Washingion, D.C. 20549.

Copies Required: Eive [5{ gopius of this notice must be filed with the SEC, one of which must be manually signed. Any copies not manually signed must be
phglocopigs of the manuatly signed copy ar bear typed or printed signatitres. P y ol

Information Required: A new filing must contain all information requested, Amendments need only report the name of the issuer and offering, any changes
therebtepi- liléc.&inr_'?]rmglig% quuesled in Part C, and any material changes from the information previousiy supplied in Parts A and B. Part E and the Appendix need
not be filed with the SEC.

Filing Fee: There is no federal filing fee.

State:

This notice shall be used to indicate reliance on the Uniform Limited Offering Exemption (ULOE) for sales of securilies in ihose states that have adopted ULOE
and that have adopted this form. Issuers relying on ULOE must file a separate notice with the Securities Administrator in each state where sales are 10 be, or
have been made. 17 a state requires the payment of a fee as a precondilion to the claim for the exemption, a fee in the proper amount shall accompany this form.
This notice shall be filed in the appropriate states in accordance with state law. The Appendix to the notice constitutes a part of this notice and must be completed.

ATTENTION
Fallure to flle notfce in the appropriate states will not result in a loss oT lﬁe federal exemption. Conversely, failure to file the appropriate
federa) notlce will not result in a loss of an available state exemption unless such exemption Is predicated on the filing of a federal nofice

J16261.) SEC 1972 (1/94) 1 of10
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Enter the information requested for the following:
Each promoter of the issuer, if the issuer has been organized within the past five years;
Each beneficial owner having the power to vole or dispose, or direct the vote or disposition of, 10% or more of a class
of equity securities of the issuer:
Each executive efficer and director of corporate issuers and of corporate general and managing partners of partnership
2 issuers; and
g Each general aixl managing pariner of parinership issuers.

&tcck Box(es) that Apply: O Promoter T Beneficial Owner (& Executive Officer & Director D)General and/or
£ Managing Partner

@l}l Natne (Last name first, if individual)
rdon Stevenson

Business or Residence Address (Number and Street, City, State, Zip Code)
845 Crossover Lane, Suite D-215, Memphis, TN 28117

Check Box(cs) that Applv:. O Promoter  LJ Beneficial Owner  [J Executive Officer Director O Generat and/or
Managing Partner

Full Name (Last name firse, /¢ individual)
Laurence Geller )

Business or Residence Address (Nuriper and Street, City, State, Zip Code)
¢/o Strategic Hotel Capital Incornorated, 77 West Wacker Drive, Suite 4600, Chicago. 1L 60601

Check Box(es) that Apply: O Promoter [} eneficial Owner Exccutive Officer O Director [ General and/or
Managing Pariner

Full Name (Last name first, if individual)

David Lamm

Business or Residence Address (Number and Street, City, S'aic, Zip Code)
845 Crossover Lane, Suite D-215, Memphis, TN 38117 _

Check Box(es) that Apply: [J Promoter CIBeneficial Owner . 9 Executive Officer  ODirector ClGeneral and/or
Managing Partner

Fuil Name (Last name first, if individual)
Michael Irwin

Business or Residence Address {Number and Sireet, Chly, State, Zip Code)
845 Crossover Lane, Suite D-215, Memphis, TN 38117

Check Box(es) that Apply: [ Promoter OJBeneficial Owner 8 Execuiive Officer. - I Director COGeneral and/or
Managing Parner

Fufl Name (Last name first, if individual)
David Trowern

Business or Residence Address (Number and Strect, City, State, Zip Code)
845 Crossover Lane, Suite D-215, Memphis, TN 38117

Check Box(es) that Apply: [ Promoter OJBeneficial Owner [ Executive Officer Onirecior 17General and/or
Managing Partner

Fult Name (Last name first, if individual)
Pat Belaustegui

Business or Residence Address (Number and Street, City, Siate, Zip Code)
845 Crossover Lane, Suite D-215, Memphis, TN 38117

Check Box(es) that Apply: [J Promoter  [JBeneficial Owner OExccutive Officer (8 Director OGeneral and/or
Managing Pariner

Full Name (Last name first, if individual)

Malcolm P. Burke

Business or Residence Address (Number and Street, City, Siate, Zip Code)
595 Howe Street, Suite 1115, Vancouver, British Columbia, V6C 2T5

3162631 SEC 1971 (1/94) 2 ol 10
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Enter the information requested for the following:
Each promoter of the issuer, if the issuer has been organized within the past five years;
Each beneficial owner having the power to vote or dispose, or disect the vote or disposition of, 10% or more of a class
of equity securities of the issuer;
Each excecutive officer and director of corporate issuers and of corporate general and managing partners of parinership
issuers; and
Euch general and managing partner of partnership issuers.

(':Check Boxtes) that Apply: O Promoter  [3 Beneficial Owner [ Executive Officer @& Director O General and/or
i Managing Pariner
{Full Name (Last name first, if individual)

Charles Atwood

Businesz or Residence Address (Number and Street, City, State, Zip Code)
¢/o Harrah's Entertainment, Inc., 1023 Cherry Road, Memphis, TN 38117

Check Box(es) that Apply.-c] Promoter {3 Beneficiat Owner O Exccutive Officer (8 Dirccior 1 General and/or
Managing Partner

Full Name (Last naume first, if individual)
John M. Boushy

Business or Residence Address (Number snd Street, City, State, Zip Code)
¢/o Harrah's Entertainment, Inc., 1023 Cherry Road, Memphis, TN 38117

Check Box(es) that Apply: [J Promoter [ Reneficial Owner £1 Exccutive Qfticer & Director 3 General and/or
Managing Pariner

-

Full Name (Last name first, if individual)
Anthony P. Clements

Business or Residence Address (Number and Street, City, Stae, Zip Code)
c/o T. Hoare & Co., 4th Floor, Cannon Bridge, 25 Dcw Gate Hill, London, England EC4R 2YA

Check Boxes) that Apply: (3 Promoter [ Bencficial Owner  TtZxecutive Officer Director OGeneral and/or
Managing Partner

Full Name (Last name first, if individual)
Brian Deeson

Business or Residence Address (Number and Street, City, State, Zip Code)
c/o Century International Hotels, 20/F Allied Kajima, 138 Gloucester Road, V/anchai, Hong Kong

Check Box(es) that Apply: [ Promoter  UIBeneficial Owner OExecutive Officer Direclor DGeneral and/or
Managing Partner

Full Name (Last name first, if individual)
Amnon Shiboleth

Business or Residence Address (Number and Street, Cily, Stawe, Zip Code)
350 Sth Avenue, Suite 6011, New York, NY 10118

Check Box(es) that Apply: D) Promoter  TIBeneficial Owner  DJExecutive Officer Director CGeneral and/or
Managing Partner

Full Name (Last name first, if individual)

Phillip Gordon

Business or Residence Address (Number and Street, City, State, Zip Code)
¢/o Altheimer & Gray, 10 South Wacker Drive, Suite 4000, Chicago, IL 60614
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Enter the information requested for the following: ' N

Each promotcr of the issuer, if the issuer has been organized within the past five years;
Each beneficial owner having the power 1o vote or dispose, or direct the vote or disposition of, 10% or more of a class

of equity securities of the issuer;
Each executive officer and director of corporate issucrs and of corporate general and managing partners of partnership

issuers; and
Eac general and managing partner of partnership issuers.

CExecutive Officer Director OGenera! and/or
Managing Partaer

tin Name (Last name first, if individuat)
Judy Wormser

Business or Residence Address (Number and Street, City, State, Zip Code)
¢/o Harrah's Entertainment, Inc., 1023 Cherry Road, Memphis, TN 38117

Check Box(es) that Apply: i) Promoter [ Beneficial Owner [0 Executive Officer O birector  [J General and/or
Managing Partner

Full Name (Last name first, ilioZividual)

Kathleen Seymour Q)

Business or Residence Address (Numoer ind Street, City, State, Zip Code)

845 Crossover Lane, Suite D-215. #femphis, TN 38117

Check Box(es) that Apply: O3 Promoter (Beieticial Owner {3 Executive Officer O Director  [J General and/or
Managing PartnerFull

Name (Last name first, if individual)

Harrah'’s Interactive Investment Company

Busmcss or Residence Address (Number and Street, Clly. are. Zip Code)

c/o Harrah's Entertainment, Inc., 1023 Cherty Road iMemphis, TN 38117
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1, Has the issuer sold, or does the issuec intend 1o sell, o nen-accredited investors in this offering? \‘a »
! 98364678
B

2‘.:; What is the minimum invesiment that will be accepted fromany individual? .. .. e N/A
LI

Answer also in Appendix, Column 2, if filing under ULOE,

’

1 \ - , . ‘ gs No
3;" Does the offering permit joint ownership of a single unit? . .. 0O

4 - Enter the information requested for cach persun who has been or will be paid or given, directly or indicectly, any comunission or similar
“ remuneration for solicitation of purchasers in connection with sales of securities 1 the offering. If 3 person to he listed is an associated
K I)ersnn or agenl of a broker ur dealer registered with the SEC and/or with a state or states, list the name of the broker o dealer, If more
Bi han five (5) persons to be fisted are associated persons of such a broker or dealer, you may set forth the information for that broker or

dealer only.
Full Name (Last name first, if individual)
Dr, Brett Cormick

Business or Residence Adrress (Number and Street, City, Stae, Zip Code)
18 Charter House, Zrown Court, London, WC2B 58Q

Name of Associated Broker ¢ Dealer
European Venture Finance )

“tates in Which Person Listed Has Soiizited or Intends to Solicit Purchasers

(Check "All States" or check individual =iues) All States

(AL] {AK]  {AZ] (AR] [ca [H] (D]
fIL} (IN] [1aA]  |KS] [KY) [MS] (MO
(MT]  [NB [NV]  [NH]  [N]] [OR]  [PA]
[RE] __ IsC] [SD) TN [TX] T (WY PR}

Full Name (Last name first, if individual)

Business or Residence Address (Number and Street, City, State, Zip-Cnde)

Name of Associated Broker or Dealer

States in Which Person Listed Has Solicited o: {ntends 1o Solicit Purchasers

(Check "All States” or check individual States) All States

[AL]  {AK]  [AZ]  [AR]  [CA] ' i (A1} [ID]
(IL]  {IN]  IA]  [KS]  [KY] : M§]  IMQ
[MT]  {NB  [NV]  [NH]  [NJ) i ‘ [OR]  [PA]
RU] _{SC] _ (SD] (TN _ [TX] I WY [PR]

Full Name (Last name first, if individual)

Busitiess or Residence Address (Number and Sireet, City, State, Zip Code)

Name of Associaled Broker or Dealer

States in Which Person Listed Has Solicited or Intends 1o Solicit Purchasers

{Check "All States” or check individual States)

[AL]  [AK]  [AZ)  [AR  [CA]
[iL) [IN] [1A] [KS) KY]
[MT]  [NB [NV} |NH]  IN)]
[RU) _[SC] _{SD} _[TN] _ [TX]

(GA]
IMN
{OK]
[Wi}

All States

{H1 ] {ID]
[MS]  (MQ
[OR]  [PA]
(WY PR}

316263.1
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C. OFFERING PRILE NUMBER OF INVESTORS, ls‘[l'l'.NSF.S AND USE (ll" PROCEEDS

’

I.. Enter the nggregate offering pnw of securities included in this offering and the total amount atready Ty T8
1 sold.__Enter "0” if answer is "none” or *zero.” If the transaction is an exchange offering, check this q&"b 678

box [J and indicate in the cotumns betow the amount of the securities offered for exchange and already
exchanged.

Aggregute Amount Already
Type of Segurity Offering Price Sold

T ¢ I
$1.000000

{0 common
Convertible Securities (inciuding warrants) $.....0
Purtnership {meresis S0
Other (Specify S0
Total ... ... $.1.000.000

Answer alsa ianpendiz, Column 3, i filing under ULOE,

Emer the number of aceredited and nowpeeradited investors who have purchased seeurities in this
offering and e aggregate dollar amounts of thei=purchases. For offerings under Rule 504 indicate te
number of persons who have purchased securivier giua the aggregae dotlar amount ot their purchases
on the tota) lines, Enter "0" if answer is "none” or "zere:”

Aggregate
Number Dotlar Amount
Investors of Purchases

Accredited Investors $.L.000.000
Non-accredited Investors
Taual {for filings under Rule 504 only)
Answer also in Appendix, Column 4, if filing under ULOE.

3. i this filing is for an oftering under Rule 504 or 505, enter the information requested-far all seeurities
sold by the issuer, to date, in offerings of the types indicated, in the twedve (12) months prior/w the first
sale of securities in this offering. Classify securities by type listed in Part C - Question !

Type of Dollar Amaount
Type of Security Security Sold

Rule 305 O W
Regulation A
Rule 564

4. w. Fumish o staiement of all expenses in connection with the isswance and distribution af the securities in this
offering. Exclude amounts retating solely to organization expenses of the issuer. The information may be given as
subject to fulmre contingencies. 1f the amount of an expenditure is ot known, furnish an estimate and check the box
to the left of the estimate,

Transfer Agent's Fees

Printing and Engraving Cost

Legul Fees

Accounting Fees

Engineering Fees

Sales Commissiun (specify finders” fees separately)

Other Expenses didentily)__Travel il Promogional
Total

162634 SEC 1972 (1/94) 6 of 10
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]
¢: b Enter the difference hetween the aggregate otfering price given m response to Part C - Question 1 and 1wl
T eapenses farnished in response (o Part C - Question 4.0 This difference is the “wdjusted gross procesds o the issuer,”

£ SI00_

o
vy

e b - -
% Indicate below the amount of the adjusted gross proceeds to tie issuer used or proposed & be used for each of the 98%4b78

i-’ purpases shown. [f te amount for wiy parpose is tot known, furnish an estimate and check the box to the lait of the

1 estimate, The wtal of the payments listed st equal Uw adjusted gross proceeds to the issuer set forth in respunse

i; Part C - Question 4.b above,

1 Fuyments to

Officers,

Directors, & Payments To

AfMliates Others

Safaries and fees Os Os
Purchase of real estate Qs Os___
Purciise, reatal ar leasing and insialimion of machinery and eguipment O O S

fu
L]

Construction or leasing o2 Dan buildings and Facilines .. ... o oo ﬂ $ (] L3

Acquisition of other busines.s (neluding the value of securities involved in this offering thal may
be used in exchunge for the ass(ls o7 securines of another isser pursusnt w 4 merger} Os Os

Repayment of indebiness (& Ds Os
Working capital o Os x $.004.000
Other (specifyy:

— O
Column Tomls s Os — e
Total Payments Listed (column totals adied)

D, rFUERAL SIGNATURE

The issuer has duly caused this notice o he signed by the ukdersigned duly autworiza porson. [f this notice is filed woder Rule 505, the following signature constitutes amd
undentaking by the isxuer to fornish to the U8, Securities snd BExchazge Commission, upon written request of its stall, the information furnished by the issuer 10 uny non-
accredited investor pussuant w puragraph (b)(2) of Rule SO

lasuer {Printk or Type) Signamre Dare

lnteractive Entertainment Lintited
Name of Signer (Print or Type) Tile of Signer (Print or Type)

Michag! Irwin Assistaitt Secreliry

ATTENTION

Intemyiona} misstatements or omissions of fact constitute federal evimingl violations. (Sec I8 U.8.C. 1001.)

116263.1 Tof 10 SEC 1972 (194) 7 of 10
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NOFFE Kul#t=C T

»

v

l.g’l is any party described in 17 CFR 230.252(c), (d). (e) or () presently subject 10 any of the disqualification provisions of Yes No
fjf. such rules? . . U . O

See Appendix, Column S, for state respanse.

- The undersigned issuer lereby undertakes to fusnish 1o any stide adwinistrator of any state in wirich this notice is Hiled, a notive on From D (17 CFR
239.500) at such titnes are reguired by state law,
'!t.;; Thie undersigned issver herehy undertakes to furnish to the stale sdmisistrators, upon written request, information furnished by the issuer to offerces,
4' The undersigned issuer represents that the ssuer is familiar with the conditions that must be satistied (o be entitled t the Uniform Limited Offering
1’.‘: Exemption (ULOE) of the state in which this notice is filed and understands that the issuer claiming the avaitability of this exemption
has the burden of establishing thal these conditions have been satistied.

The issuer has read this notification and knows the coments to be (rue and has duwly caused this notice 10 be sighed on its behalf by the undersigned duly
authorized persan,

Issuer (Print or Type) Signature

Interactive Entertainment Limitee
Name (Priat or Type) Titke (Print or Type)

Michael Irwin Assistam Secretary

Instruction:
Print the name and title of the signing representative uader his signatare for the state portion of this ferm. One copy of every notice en Form D must be
manuatly signed, Any copies nov manually signed must be photocopies of the manually sighed copy or bear typed ur prived signatures.

31626).1 SEC 1972 (i/4) 8 of 10
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APPENDIX

Intend] 10 sell
10 non-aceredited
investors in State

{Part B-item [)

3

Type of security
and aggregate
offering price

offered in state

{Part C-ltem 1)

Type of investor aid
amotn purchased in State
{Part C-fiem )

s
Disqualitication
under Stme ULOE
(if yes, mtach
explanation of
waiver granted)
(Part E-ltem 1)

Number of
Non-Aceredited
Investors

Nuwmber of
Accredited

Investars Anount

Amount

Convertble FPretested
. L

L,
i)

MA

31

MN

M3

M

MT

Ni
[ ————

NY

Nl

N}

NM

NY

Cuavertible Mreferred
Ll

L.bil

316262.1
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APPENDIX

3 5
Disqualification
Type of security under Staie ULOE
tsend o sell nind aggregate (if yes, attach
10 ponsacerediled offering price Type ol investor and explanation of
invesiors in State offered in state amount purchased in State waiver granted)
{Part B-Ttem 1) {Part C-ltem 1) (Part C-Jtem 1) (Part E-liems 1)

Number of Number of
Accredited Non-Accredited
Investors Invesiors Amount

316263.)
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