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PART 2000 - GENERAL

Subpart OO0 - Menorandum of Under st andi ng between the United States
Secretary of Agriculture and the Federal Home
Loan Mortgage Corporation

§ 2000. 3301 Ceneral.

The United States Secretary of Agriculture (the "Secretary") has entered
into a Mermorandum of Understanding (MOU) with the Federal Hone Loan Mrtgage
Corporation (Freddie Mac). The Secretary, through the Rural Housing Servi ce,
adm ni sters the Guaranteed Rural Rental Housing Program (GRRHP) pursuant to
section 538 of the Housing Act of 1949 under which the Secretary partially
guarantees the obligations of borrowers under nortgages financing multifamly
housing located in rural areas. Freddie Mac was created by Congress for the
pur poses, among ot hers, of providing stability in and ongoi ng assi stance for

t he secondary nmarket in residential nortgages. |In pursuit of those purposes,
Freddie Mac is in the business of purchasing nortgages on multifamly
properties. In order to make it possible for Freddie Mac to purchase

nort gages guaranteed by the Secretary under the GRRHP, the parties have set
forth in a MU their understanding as to certain issues arising under the
Statute, Regul ations and Handbook, and their understanding as to certain other
matters.

§ 2000. 3302 | nplenentation.

The MOU is attached as Exhibit A of this subpart.
8§ 2000. 3303 - 2000. 3350 [Reserved]

Attachnent: Exhibit A

o000

DI STRI BUTI ON: WBDC Adm ni stration
Cener al
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MVEMORANDUM OF UNDERSTANDI NG

THI' S MEMORANDUM OF UNDERSTANDI NG i s entered into as of

June 21, 2001 by and between the United States Secretary of
Agriculture (the "Secretary") and the Federal Home Loan Mortgage Corporation
a corporation organi zed under the laws of the United States ("Freddie Mac").

PRELI M NARY STATEMENT

The Secretary adm nisters a Guaranteed Rural Rental Housing Program (the
"Prograni) pursuant to section 538 of the Housing Act of 1949 as anmended by

t he Housi ng Opportunity Program Extension Act of 1996, 42 U. S.C. section
1490p-2 ("Section 538" or the "Statute"), under which the Secretary partially
guarantees the obligations of borrowers under nortgages financing rmultifamly
housing located in rural areas. The Secretary has issued adm nistrative

gui dance regarding the Programin the formof regulations at 7 C.F. R part
3565 (the "Regul ations") and the Guaranteed Rural Rental Housing Program
Origination and Servicing Handbook (the "Handbook").

Freddi e Mac was created by Congress for the purposes, anpbng others, of
providing stability in and ongoi ng assi stance for the secondary market in
residential nortgages. |In pursuit of those purposes, Freddie Mac is in the
busi ness of purchasing nortgages on nultifamly properties. |In order to nake
it possible for Freddie Mac to purchase nortgages guaranteed by the Secretary
under the Program the parties wish to set forth in this Menorandum of

Under standi ng their understanding as to certain issues arising under the
Statute, Regul ations and Handbook, and their understanding as to certain other
matters.

NOW THEREFORE, in consideration of the nutual prom ses set forth bel ow, the
parties agree as foll ows:

1. Definitions. The followi ng terns shall have the foll ow ng nmeani ngs when
used in this Menorandum of Under st andi ng:

(a) "Prograni, "Section 538", "Regul ations" and "Handbook" shall have
t he neani ngs assigned to themin the above Prelimnary Statemnent.

(b) "C ai m Deni al Standards" shall have the meaning assigned to it in
section 9(b).
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(c) "Forecl osure" shall nean the judicial or non-judicial foreclosure
of a mortgage, deed of trust or deed to secure debt, or the
acceptance of a deed in lieu of foreclosure by the holder of a
nort gage, deed of trust or deed to secure debt or by an affiliate
of that hol der.

(d) "CQuar ant eed Mortgage" neans a nortgage that has been guaranteed by
the Secretary pursuant to the Program

(e) "Lender's Agreenent" means the Lender's Agreenment (Form RD 3565- 3,
Rev. 6-99) entered into or to be entered into by Freddie Mac and
the Secretary.

(f) "Loan Note Cuarantee" refers to the formof Loan Note Guarantee
that the Secretary requires be executed to nenorialize each
guar antee of a Guaranteed Mortgage, presently Form RD 3565-4 (Rev.
6-99). References in this Menorandum of Understanding to specific
provi sions of the "Loan Note Guaranty" shall be construed as
referring to conparabl e provisions of any other formthat the
Secretary in the future may enpl oy for the same purposes.

(9) "RHS- Approved Lender" nmeans a | ender which, under the Statute, the
Regul ati ons and the Handbook, is both eligible to participate in
t he Program and approved by the Secretary to do so.

(h) "Subservi cer" means an RHS-approved Lender designated by Freddie
Mac under section 6 to subservice a Guaranteed Mrtgage held by
Freddi e Mac.

Purposes. Nothing in this Menorandum of Understandi ng shall obligate
Freddi e Mac to purchase Guaranteed Mrtgages. This Menorandum of
Understanding is intended to clarify the neaning of certain provisions
of the Loan Note Guarantee, the Lender's Agreenent, the Regul ati ons and
t he Handbook and to clarify how those provisions will apply to
CGuar ant eed Mortgages that Freddi e Mac chooses to purchase.
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3. Lender Approval .

(a)

(b)

Any | ender that has been designated by Freddie Mac as a "Program
Plus" multifanmily seller/servicer and is authorized by Freddie Mac
to sell multifam |y nortgages to Freddie Mac automatically shal

be an RHS- Approved Lender, unless RHS has notified Freddi e Mac
that that lender is not acceptable to RHS. The requirenent of
section 538(e)(1)(B) of the Statute that a | ender be approved by
both Freddie Mac and Fannie Mae is regarded by the Secretary as a
scrivener's error, which has been corrected by section 3565.102(b)
of the Regul ations.

The Secretary's execution of a Loan Note Guarantee with respect to
a nortgage shall be conclusive evidence that the | ender
originating that nortgage is an RHS- Approved Lender

4. Transfer of Guaranteed Mortgages to Freddi e Mac.

(a)

(b)

(c)

(d)

(01-23- 02)

The Secretary agrees that, as of the date of this Menorandum of
Under st andi ng, Freddie Mac is an RHS- Approved Lender and nay
purchase and own CGuaranteed Mbrtgages.

The approval in Subsection (a) shall remain in effect unti

revoked by the Secretary by notice given to Freddie Mac in
accordance with this Menorandum of Understanding. |If the
Secretary revokes the approval, Freddie Mac shall be permitted to
consummat e any purchases of Guaranteed Mortgages as to which it
has already entered into purchase contracts or comitments, and
shall not be required to divest itself of any Guaranteed Mortgages
that it has previously purchased.

The form of assignment of a nortgage set forth in Exhibit Ato

t hi s Menmorandum of Under standing i s hereby approved by the
Secretary for use for the purpose of transferring ownership of any
CGuar ant eed Mdrtgage from an RHS- Approved Lender to Freddi e Mac.

The Lender's Agreenent that shall apply to Freddie Mac's ownership
and servicing of any Guaranteed Mrtgage shall be the Lender's
Agreenent entered into by and between Freddi e Mac and t he
Secretary. The Lender's Agreenent between RHS and the RHS-
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(e)

Approved Lender from whom Freddi e Mac purchases a Guarant eed

Mort gage shall have no force or effect as to either Freddie Mac or
t hat RHS- Approved Lender after Freddie Mac's acquisition of the
CGuaranteed Mdrtgage. Nothing herein prevents the Secretary from
proceedi ng agai nst such a Lender for fraud in the origination of
the I oan or in obtaining the guarantee.

It is Freddie Mac's general practice to require that the |ender
fromwhom it purchases each nortgage nake representations and
warranties to Freddie Mac concerning the characteristics of the
nort gage, the borrower and the property. Freddie Mac has the
contractual right to require the | ender to repurchase the nortgage
if a breach of any representation or warranty later is identified.
Recogni zi ng that the representati ons and warranties and the
repurchase renedy are indi spensable to Freddie Mac's managenent of
risk, the Secretary agrees that, if Freddie Mac demands that a

| ender repurchase a Guaranteed Mrtgage, Freddie Mac may proceed
with the repurchase transaction w thout any prior transaction-
speci fic approval by the Secretary, so long as the repurchasing
lender is still an RHS- Approved Lender at the time of the
repurchase. Wthin 30 days after the conpletion of any such
repurchase, Freddie Mac shall notify the Secretary that the
repurchase has taken place.

5. Oigination of Guaranteed Mirtgages to be Purchased by Freddi e Mac.

(a)

(b)

The Secretary hereby approves the form of Regul atory Agreement set
forth in Exhibit A for use in connection with Guaranteed Mrtgages
intended for sale to Freddie Mac. The formset forth in Exhibit A
may be nodified as necessary to nmeet the requirements of |ocal |aw
in the state where the property securing each Guaranteed Mrtgage

i s |ocated.

The Secretary hereby confirns its understanding and intention
that, upon Foreclosure of a Guaranteed Mrtgage, the applicable
Regul atory Agreement's requirements as to both (1) reservation of
units for occupancy by | ow and noderate incone famlies and (2)
rents that may be charged for units will automatically | apse.
After Foreclosure of a Guaranteed Mrtgage owned by Freddi e Mac,
the Secretary shall not seek to enforce any such provision of the
appl i cabl e Regul atory Agreemnent.
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(01-23- 02)

RD | nstructi on 2000- COO
Exhi bit A
Page 5

The Secretary hereby approves the Freddie Mac standard forns of
nort gage note and nortgage, deed of trust, or deed to secure debt,
as appropriate to the applicable state (together, the "Freddi e Mac
St andard Documents") for use in connection with Guaranteed

Mort gages intended to be sold to Freddie Mac. There are versions
of the Freddie Mac Standard Docurments for every state. Specinens
of the Freddie Mac Standard Documents for one state are set forth
in Exhibit A. The standard form of nortgage, deed of trust or
deed to secure debt (also referred to as the "security
instrument”) may be nodified as set forth in Exhibit A

(1) Wthout limting the generality of the foregoing, the
Secretary agrees that the exceptions to excul pation of the
borrower set forth in section 9 of the Freddie Mac standard
form nortgage note are acceptable for all purposes,
including without Iimtation for purposes of section 3.25(F)
of the Handbook.

(2) If in the future Freddie Mac updates the Freddi e Mac
St andard Documents for any state, the updated forns al so
shal |l be acceptable for use in connection with Guaranteed
Mort gages, with nodifications conmparable to those set forth
in Exhibit A

If an originating | ender provides construction financing to a
Borrower and Freddi e Mac does not purchase the rel ated Guarant eed
Mort gage until construction has been substantially conpl eted:

(1) The originating |l ender may add to the Freddi e Mac Standard
Docurent s appropriate provisions concerning construction
di sbursements and the progress and nonitoring of
construction. Freddie Mac will not review or approve such
provi sions, and understands that the Secretary nay do so.

(2) The Secretary will rely solely on the originating | ender to
nmoni tor construction of the property, even if Freddie Mc
has commtted to purchase the Guaranteed Mrtgage upon
conpl etion. The Secretary may not withhold paynment of a
guarantee claimsubmitted by Freddie Mac after Freddie Mac's
purchase of the Guaranteed Mrtgage based sol ely upon the
originating | ender's nonconpliance with the Secretary's
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(e)

requi rements as to monitoring of construction, unless the
Secretary has given Freddie Mac witten notice of such
nonconpl i ance prior to Freddie Mac's issuance of a
conmitment or entry into a purchase agreenent for the
purchase of the Guaranteed Mortgage.

If the Notice of Fund Availability (NOFA) pursuant to which a
CGuaranteed Mdrtgage will be guaranteed requires that the interest
rate of the CGuaranteed Mrtgage not exceed by nore than a
specified margin the yield on treasury securities of a specified
maturity, but is silent as to the date as of which that test is to
be applied, the test will be applied using the yield on the
specified treasury securities as of the business day before the
day on which the interest rate for the Guaranteed Mrtgage was

| ocked.

Subservi ci ng Arrangenent.

(a)

(b)

Freddie Mac will be primarily responsible for the servicing of any
CGuaranteed Mdrtgage that it purchases. However, Freddie Mac may
contract with an RHS- Approved Lender to subservice any Guaranteed
Mortgage. Freddie Mac will remain primarily responsible for the
servicing of each Guaranteed Mdrtgage. The Secretary shall give
Freddi e Mac notice of any failure to service a Guaranteed Mrtgage
in accordance with the Secretary's requirenments and a 90-day
opportunity to cure the failure (or cause the Subservicer to do
so) before it takes any other action. If any such failure cannot
be cured within a 90-day period, the 90-day cure period
automatically shall be extended for as long as is necessary to
cure the failure, not to exceed an additional 270 days, so long as
Freddi e Mac commences curative activities during the 90-day period
and diligently pursues such activities thereafter

The initial Subservicer of each Guaranteed Mrtgage purchased by
Freddie Mac will be the Program Plus seller/servicer or other RHS-
Approved Lender from whom Freddi e Mac purchases the Guarant eed
Mort gage, unless and until Freddie Mac gives the Secretary notice
to the contrary. Notice by Freddie Mac or the originating RHS-
Approved Lender to the Secretary that Freddie Mac has purchased a
CGuar anteed Mdrtgage shall al so be deenmed notice to the Secretary
that the primary responsibility for servicing that Guaranteed
Mort gage has been transferred to Freddie Mac and that Freddi e Mac
has desi gnated the RHS- Approved Lender from whom Freddi e Mac
purchased the CGuaranteed Mrtgage to be Subservicer of the

CGuar anteed Mdrtgage. The servicing plan and capital inprovements
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pl an submtted by the Subservicer prior to origination of the
CGuar anteed Mdrtgage shall continue to apply and will be deened to
satisfy the requirenent of section IV of the Lender's Agreenent
that a servicing plan be designed and i nplenented. Notice by
Freddie Mac to the Secretary under section 4(e) that an RHS-
Approved Lender has repurchased a Guaranteed Mrtgage shall be
deermed notice to the Secretary that the primary responsibility for
servicing that Guaranteed Mrtgage has been transferred from
Freddi e Mac to the repurchasi ng RHS- Approved Lender

The Secretary nmay deal with and rely upon the Subservicer of each
CGuaranteed Mdrtgage with respect to all servicing matters prior to
the Secretary's receipt fromthe Subservicer or Freddie Mac of
notice that a default has occurred under the Guaranteed Mrtgage.
Prior to the Secretary's receipt of such notice, any notice with
respect to a Guaranteed Mortgage that is given by the Secretary to
t he applicabl e Subservicer shall be deemed to have been given to
Freddie Mac. Wthout limting the generality of the foregoing,
with respect to each Guaranteed Mrtgage:

(1) The Subservicer will pay the annual fee to RHS

(2) The Subservicer will prepare and file with the Secretary al
required reports.

(3) The Subservicer will performall required physica
i nspections of the property securing the Guaranteed Mrtgage
and provide the Secretary with all required reports of such
i nspecti ons.

(4) The Subservicer will collect and process all nonthly
paynments of principal and interest and all deposits to
escrows for taxes, insurance, and other expenses for which
Freddi e Mac requires such escrows.

(5) The Subservicer will pay all taxes, insurance prem unms, and
ot her expenses for which escrows are maintained.

(6) The Secretary will pay any interest credit to the
Subservi cer.
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(e)

(7) The Subservicer will approve Borrower requests for rel ease
of funds fromreserve and escrow accounts, as referred to in
section V(CQ)(2)(e) of the Lender's Agreenent. Freddie Mac
servicing guidelines will determine the extent to which the
Subservi cer nust obtain Freddie Mac's consent before taking
action and, where authority to make such decisions is
del egated by Freddie Mac to the Subservicer, the standards
t he Subservicer must apply in making such decisions. 1In no
case will Freddie Mac preclude the Subservicer's conpliance
wi th Program requirenents.

(8) The Subservicer will obtain fromthe borrower and forward to
the Secretary the financial statements of the borrower and
any guarantor that are required by section V(C)(5) and (9)
of the Lender's Agreemnent.

(8) The Subservicer will file the quarterly loan status reports
with the Secretary as required by section VI(C)(10) of the
Lender's Agreenment and section 7.10 of the Handbook

(9) If a default occurs, either the Subservicer or Freddie Mc
may file a default notice with the Secretary as described in
section VI(A) of the Lender's Agreenent, as determni ned by
Freddi e Mac.

The inspection requirenents contained in Chapter 34 of the Freddie
Mac Multifamly Seller/Servicer Guide, including any changes that
Freddi e Mac may make in those requirements in the future, are
accepted by the Secretary as the standards for physica

i nspections required by section 7.12(A)(1) of the Handbook

Freddi e Mac typically does not use servicers to negotiate workout
arrangenents and carry out Foreclosures, but instead perforns such
tasks itself. Therefore, except to the extent that Freddie Mac
notifies the Secretary to the contrary, upon receipt of notice
from Freddi e Mac or the Subservicer that a default has occurred
under a Guaranteed Mrtgage, the Secretary shall cease dealing
with the Subservicer with respect to that Guaranteed Mrtgage, and
shall deal directly with Freddie Mac. Until Freddie Mc
identifies for the Secretary the individual enployee of Freddie
Mac who will be responsible for special servicing of the

CGuar anteed Mdrtgage, the Secretary may direct any communications
to the Freddie Mac notice address under section 13. Freddie Mc
wi Il provide the special servicing plan required by section VI(C
of the Lender's Agreement and any |iquidation plan required by
section VII(A) of the Lender's Agreement and section 10.3 of the
Handbook.



(f)

RD | nstructi on 2000- COO
Exhi bit A
Page 9

Upon curing of any default, unless Freddie Mac notifies the
Secretary to the contrary, the Subservicer will resumne
subservi cing of the affected Guaranteed Mrtgage.

7. Servi ci ng Requi renents.

(a)

(b)

(c)

(01-23- 02)

The Handbook requires the servicer of a Guaranteed Mrtgage to
prepare an annual risk assessnment using Freddi e Mac Form 453.
Freddi e Mac has di scontinued use of Form 453 in the servicing of
its conventional nortgage portfolio, and now requires use of
Freddi e Mac Form 506 instead. Wth respect to any CGuaranteed

Mort gaged owned by Freddi e Mac, the Secretary will accept Form 506
inlieu of Form 453. The Subservicer of each CGuaranteed Mrtgage
wi Il prepare the annual risk assessnents.

The rate at which a Guaranteed Mirtgage bears interest may include
t he annual fee payable to RHS

A CGuaranteed Mdrtgage with respect to which RHS has agreed to pay
interest credit subsidies nmay provide for the benefit of those
subsi dies to be passed through to the borrower by neans of the
foll owi ng mechani sm

(1) At origination of the Guaranteed Mrtgage, the borrower wll
deposit in escrow an ampunt equal to the first 13 nonths
interest credit subsidy.

(2) Each nonth's install ment of principal and interest payable
by the borrower will be reduced by the interest credit
subsidy projected to be payable by RHS with respect to that
installment. The Subservicer will withdraw the amount of
the reduction fromthe escrow and renmit it to Freddie Mac
with the payment received fromthe borrower. so that the
amount received by Freddie Mac is the same as if the
Borrower had paid the full schedul ed installnent due under
t he Note.

(3) VWhen the annual interest credit subsidy payment is received
from RHS each January, the Subservicer will use it to

repl eni sh the escrow.

(4) Upon retirement of the Guaranteed Mrtgage, any renmaining
bal ance in the escrow will be paid to the borrower.

PN 340
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(e)

Conpliance with Freddie Mac's insurance requirements, as set forth
in chapter 25 of the Freddie Mac Multifamly Seller/Servicer

Gui de, including any future amendnents of those requirements, wll
be deemed conpliance with the Secretary's requirenents for

i nsurance of properties securing Guaranteed Mrtgages, including
but not Iimted to sections 9.3 though 9.8 of the Handbook and
section V(C)(3) of the Lender's Agreenent.

Section 3565.351 of the Regulations requires that the servicer of
a Guaranteed Mortgage "certify annually to the Agency that the
borrower is in conpliance wth.programrequirenents with respect
to all aspects of project managenent."” Condition 4 of the Loan
Not e Guarantee requires that the holder of a Guaranteed Mrtgage
"assure that the Borrower is in conpliance with Governnent

St andards regardi ng property managenent..! Section 3565.351(d)(5)
of the Regul ations requires that the servicer of a Guaranteed
Mortgage "certify that the property is in good financial and

physi cal condition" prior to any distribution of surplus cash to
the owner of the property. Section 3565.402(h) of the Regul ations
and section V(C)(2)(c) of the Lender's Agreenent require that the
servicer of a Guaranteed Mortgage "ensure that the property
securing the guaranteed | oan remai ns in good physical and
financial condition." Freddie Mac will be deened to have conplied
with all of the foregoing requirements, and shall be deened to
have been diligent in investigating the physical and financia
condition of a property, if Freddie Mac or the Subservicer of the
CGuar anteed Mdrtgage has taken all of the foll owi ng steps:

(1) Conpl eted an annual property inspection that includes, but
is not limted to, inspection of:

(A a sanple of the occupied units ;
(B) a sanple of the vacant units;
(O a representative sanple of unit types; and

(D) if the Property has commercial space, each comrercia
space.

(2) Anal yzed the rent roll and i ncone and expense dat a,
estimated the property's Net Operating Incone (NO), and
conputed the property's Debt Coverage Ratio (DCR).
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(3) Anal yzed the physical condition and managenent of the
Property.

(4) Performed an assessment of the Property’s rental market,
i ncluding but not Iimted to speaking to the property
management staff about comnpeting or conparable properties; a
drive-through inspection of the Property’s narket area; and
calling or visiting conparable properties

(5) Exam ned the borrower’s paynment record.
(6) Revi ewed t he adequacy of insurance coverage.

Section 3565.351 of the Regulations requires that the servicer of
a Guaranteed Mortgage "certify annually to the Agency that the
Borrower is in conpliance with the Regul atory Agreenent..! Section
3565. 351(d)(5) of the Regulations requires that the servicer of a
CGuaranteed Mdrtgage "certify that the property is ..in conpliance
with the Regul atory Agreenment" prior to any distribution of
surplus cash to the owner of the property. Section 3565.402(h) of
t he Regul ations requires that the servicer of a Guaranteed

Mort gage "ensure that the property securing the guaranteed | oan
remai ns i n good physical and financial condition." |If Freddie Mac
has taken the follow ng steps at |east annually to eval uate
Regul at ory Agreement conpliance, and such steps have not reveal ed
any instances of nonconpliance that have not been cured as of the
date of the certification, Freddie Mac shall be deened to have
conplied with the foregoing requirements of section 3565.351, and
any instance of nonconpliance that was not reveal ed by the

foll owi ng steps but is subsequently discovered to have existed
shall not be deemed to render inaccurate or inconplete any
certification given by Freddie Mac.

(1) Freddie Mac will require that the Subservicer exam ne a rent
roll to confirmthat, in accordance with section 3565.203 of
t he Regul ati ons:

(A The rent for each unit, including tenant-paid
utilities, does not exceed 30% of 115% of area nedi an
i ncome, adjusted for fanmly size, and

(B) The average per-unit rent for the property does not

exceed 30% of 100% of area medi an i ncone, adjusted for
famly size.
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(9)
(h)

(2) Freddie Mac will require that, for each occupied unit, the
Subservi cer exani ne a borrower-provided copy of the incone
certification signed by the tenant at the tinme of his or her
initial occupancy, to confirmthat, at that tine, the
tenant's incone was bel ow 115% of area mnedi an income, in
accordance with section 3565.202 of the Regul ations.

(3) Freddie Mac will require the Subservicer to certify annually
to Freddie Mac that the Subservicer has perforned the
exam nati ons described in paragraphs (1) and (2) above, that
t hose exami nations have reveal ed no breaches of the
Regul at ory Agreement that remain uncured, and that the
Subservi cer has no know edge of any uncured breach of the
Regul at ory Agreenent.

Section 3565.353 of the Regulations requires that the servicer of
a Guaranteed Mortgage "ensure that the | ender and the borrower are
in conpliance with the Affirmative Fair Housing Marketing Plan."
Freddie Mac will be deened to have conplied with section 3565. 353
with respect to a borrower's conpliance if Freddie Mac or the
Subservi cer of the Guaranteed Mrtgage:

(1) annual ly obtains a certification of conpliance executed by
the Borrower indicating that the project neets any and al
requi renments as described in the Affirmative Fair Housing
Mar ket i ng Pl an;

(2) if the Borrower fails to provide such a certification, gives
the Borrower notice that if it fails to provide such a
certification within 30 days it will be deened to be in

default; and

(3) if the Borrower still fails to provide such a certification
inforns the Secretary, recommends a course of enforcenent
action and requests instructions.

Section 3565.354 of the Regulations requires that the servicer of
a Guaranteed Mortgage "ensure that the borrower is in conpliance
with the applicable fair housing laws in ...the sel ection of
applicants for housing and ongoi ng managenent." Freddie Mac will
be deenmed to have conplied with section 3565.354 if Freddie Mac or
t he Subservicer of the CGuaranteed Mrtgage:

(1) annual ly obtains a certification of conpliance executed by
the Borrower indicating that the property and the nanagenent
of the property have been and are in conmpliance with any and
all applicable state, federal and |local housing |aws;



(i)
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(2) if the Borrower fails to provide such a certification, gives
the Borrower notice that if it fails to provide such a
certification within 30 days it will be deened to be in
defaul t; and
(3) if the Borrower still fails to provide such a certification

inforns the Secretary, recommends a course of enforcenent
action and requests instructions.

Section 3565.403 of the Regulations requires that during any
peri od of "special servicing" the servicer of a Guaranteed

Mort gage "nake a special effort to ensure that naintenance of the
property meets Agency requirenments and the tenants' rights are
protected."” The Secretary agrees that Freddie Mac will be deened
to have made such a special effort if Freddie Mac or the
Subservi cer of the CGuaranteed Mrtgage has conpl eted an annua
physi cal inspection of the Property as described in section

7(e) (1) and an analysis of the property's physical condition and
management as described in section 7(e)(4) and, if a default is
known to have occurred and be continuing, Freddie Mac has taken or
is taking the steps listed in section 8(b) bel ow

Section 11.7(b) of the Handbook requires that the servicer of a
CGuar ant eed Mdrtgage "ensure" conpliance with section 306 of the
Clean Air Act and 40 CFR Part 15. Freddie Mac will be deened to
have conplied with section 11.7(b) if Freddie Mac or the
Subservi cer of the Guaranteed Mrtgage:

(1) obtains a certification of conpliance executed by the
Borrower that the property is in conpliance with section 306
of the Clean Air Act and 40 CFR section 15;

(2) if the Borrower fails to provide such a certification, gives
the Borrower notice that if it fails to provide such a
certification within 30 days it will be deened to be in

defaul t; and
(3) if the Borrower still fails to provide such a certification

inforns the Secretary, recommends a course of enforcenent
action and requests instructions.
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(k)

Freddie Mac will obtain the Secretary's approval before consenting
to any transfer of ownership of the property that involves a
transfer of title to the property or a transfer of all ownership
interests in the borrower entity, which is the intended meani ng of
the reference in section 7.8(C) of the Handbook to "transfers that
i nvol ve the entire ownership entity." Freddie Mac may consent to
other transfers, including but not limted to any transfer of I|ess
than all ownership interests in the borrower entity and any grant
by the borrower of a subordinate lien on the property, w thout
seeki ng the approval of or consulting with the Secretary.

8. Servicing of Defaults.

(a)

(b)

Section 538(i)(4) of the Statute provides that, before payment may
be made under the Secretary's guarantee of a Guaranteed Mrtgage,

t he hol der of the Guaranteed Mrtgage "shall exhaust al

reasonabl e possibilities of collection on the |oan guaranteed.”
The Secretary shall treat Freddie Mac as having satisfied this
requirement if Freddie Mac or the Subservicer of the Guaranteed
Mort gage has done each of the foll ow ng based on information
received fromthe Subservicer and the borrower:

(1) Eval uated the payment history of the Mortgage.
(2) Eval uated the reasons for the default.

(3) Di scussed with the borrower or an authorized borrower
representative the reasons for the default and steps
necessary to cure the default.

(4) If practicable, performed or had the Subservicer perform an
on-site inspection to determne the condition of the

property.

(5) Sent the Borrower a letter demanding that the default be
cur ed.

Section 3565.451 of the Regul ations provides that after a borrower
default and before filing a guarantee claim the hol der of a
CGuar ant eed Mortgage nust "make every reasonabl e and prudent effort
to resolve the default." Freddie Mac will be deened to have nade
such efforts if Freddie Mac or the Subservicer of the Guaranteed
Mort gage has taken each of the steps listed in section 8(a) and
has done each of the foll ow ng:



(c)

(d)
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(1) Pursued |l egal renedies while attenpting to negotiate with
t he borrower an acceptable default resolution strategy.

(2) Used its best efforts to devel op a payment plan that wll
enabl e the borrower to cure the default over a specified
term

(3) Anal yzed the econom cs of the property to determine if a
temporary nodification of loan terms would enable the
borrower to both cure the default and nmeet its future
financi al obligations;

(4) Identified any inprovenments in managenent, any capita
i mprovenents to the property, and any ot her business
strategi es which would aid the borrower in operating the
property at a level adequate to neet its financia
obl i gati ons;

(5) If efforts to cause the borrower to resolve the default have
been unsuccessful or are deened by Freddie Mac to be
unlikely to succeed, petitioned a court for a receiver to
operate the real property, if such a step is consistent with
foreclosure practice in the jurisdiction where the property
i s | ocated;

(6) Pursue Foreclosure if other resolution strategies proved
unsuccessful or were deenmed by Freddie Mac to be unlikely to
succeed.

Section 3565.403 of the Regul ations authorizes the Secretary, as a
condition to approval of a workout arrangement with respect to a
Guaranteed Mdrtgage, to require "additional resources fromthe
Lender" that holds the Guaranteed Mortgage. The parties agree
that "resources" in section 3565.403 is not intended to nean any
financial contribution by the I ender to the payment of the

Guar anteed Mdrtgage or to the inprovenment, naintenance or
operations of the property.

If Freddie Mac acquires title to a property by Forecl osure,
Freddi e Mac shall |iquidate the Property in accordance with the
Regul ati ons, the Handbook, the Lender's Agreement and this
Menor andum of Under st andi ng.
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(e)
(f)

Section 3565.453(c) of the Regul ati ons provides that the hol der of
a Guaranteed Mortgage that is in default nust "make every effort
to liquidate the property in a manner that will yield the highest
mar ket val ue consistent with the protections afforded to tenants
contained in 7 CFR part 1944." Freddie Mac will be deened to have
made such efforts if it has done all of the foll ow ng:

(1) Establ i shed through its internal valuation process a market
value for the property prior to the foreclosure sale.

(2) ot ai ned one or nore broker price opinions fromarea rea
estate brokers who have had physical access to the property
and have had access to current copies of rent rolls and
property operating statenents.

(3) Selected a qualified real estate broker to narket and sel
t he property.

(4) Entered into a listing agreenent with the sel ected broker

(5) Eval uat ed each prospective purchaser to confirmthat the
purchaser has a satisfactory track record as an owner and
manager of multifanm |y properties and has sufficient
financial resources to close a purchase

Section VII(L) of the Lender's Agreenment requires the Secretary's
witten authorization for all protective advances in excess of
$5000. Paragraph 1(b) of the Loan Note Guarantee includes inits
definition of a guaranteed "Loss" "principal and interest

i ndebt edness on secured protective advances for protection and

preservation of collateral made with USDA s authorization." The
Lender's Agreement shall govern with respect to protective
advances, prior authorization of the Secretary will not be

required for any protective advance of $5000 or less, and a
protective advance of $5000 or |ess may not be excluded fromthe
"Loss" covered by a guarantee solely because it was nmade wi t hout
the Secretary's prior authorization.
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9. Guar antee Cl ai nB.

(a)

(b)

(01-23- 02)

The Secretary understands that, in order for Freddie Mac to
purchase CGuaranteed Mrtgages, the Secretary's guarantee nust be
i ncontestable to an extent conparable to the incontestability of
contracts of full multifam |y nortgage insurance entered into by
the Secretary of Housing and Urban Devel opment under the Nationa
Housi ng Act.

Condition 2 of RHS Form RD-3565-4, Loan Note CGuarantee, reads as
foll ows:

2. Thi s Agreement constitutes an obligation
supported by full faith and credit of the
United States and incontestable except for
fraud or nisrepresentati on of which the
Lender has actual know edge at the tine it
becones such | ender or which the Lender
participates in or condones..ln addition,
this Agreement will be unenforceable by
the Lender to the extent any loss is
occasi oned by violation of usury |aws,
negligent servicing, or failure to obtain
the required security regardl ess of the
time at which the Governnment acquires
know edge of the foregoing. Any |osses
occasi oned will be unenforceable by the
Lender to the extent that |oan funds are
used for purposes other than those
approved by the CGovernnent. See Form
RD 3565-2, "Conditional Conmitnent.:
Negligent servicing is defined as the
failure to performthose services which a
reasonably prudent |ender would performin
servicing its own loan portfolio of |oans
that are not guaranteed. The term i ncl udes
not only the concept of a failure to act,
but also not acting in a tinmely manner or
acting contrary to the manner in which a
reasonably prudent |ender would act up to
the tine of loan maturity or until a fina
| oss is paid.
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(c)
(d)
(e)

The parties agree that the foregoing is an exhaustive
and exclusive list of the standards the violation of
whi ch may be cited by the Secretary as grounds for the
Secretary's refusal to nmake paynent under the
guarantee with respect to a Loss that has in fact been
occurred and has been cal culated in accordance with

t he Regul ati ons, the Handbook and the Lender's
Agreenent. O The grounds in the foregoing list are
referred to in this Menorandum of Understanding as the
"Cl ai m Deni al Standards." A breach by Freddi e Mac of
t he Regul ati ons, the Handbook, the Lender's Agreenent
or this Menorandum of Understanding nay be a basis
upon which the Secretary may bar Freddie Mac from

pur chasi ng further Guaranteed Mrtgages, but will not
constitute grounds upon which the Secretary may cance
a guarantee or refuse to make a guarantee payment

unl ess the breach al so constitutes a breach of the

Cl ai m Deni al Standards.

Wthout limting the generality of Subsection (b), various
sections of the Loan Note Cuarantee, the Lender's Agreenent, the
Handbook and the Regul ations call for the Lender to "ensure" or
"assure" certain events or conditions. The Secretary agrees that
the words "ensure" or "assure" are not intended to constitute an
absol ute guarantee by Freddie Mac that those events or conditions
will occur, and that the failure of such an event or condition to
occur with respect to a Guaranteed Mrtgage will not be grounds
upon which the Secretary may refuse to nake paynent under the

rel ated guarantee, unless the failure of the event or condition to
occur also constitutes or results froma breach of one or nore of
the O ai m Deni al Standards.

To the extent that the bases for denying a guarantee claimset
forth in section |I.(B) of the Lender's Agreement to be executed by
Freddi e Mac are inconsistent with the C aimDenial Standards, the
Cl ai m Deni al Standards shall apply.

The rights of the Secretary to cancel or nodify a guarantee based
on a breach of the C aimDenial Standards above may be exerci sed
only if (A the Secretary has given Freddie Mac and the
Subservicer notice of the acts or onmissions that it considers to
constitute such grounds, specifying the applicable provisions of
the Statute, Handbook, Regul ations, Loan Note Guarantee, or
Lender's Agreenent (B) Freddie Mac has not cured or caused the
Subservicer to cure the acts or onissions within 90 days after
such notice and (C) the acts or om ssions can reasonably be
expected to have a material adverse effect on the credit quality
of the Guaranteed Mrtgage or the physical condition of the
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property securing the Guaranteed Mrtgage. |If any such acts or

om ssi ons cannot be cured within a 90-day period, the 90-day cure
period automatically shall be extended for as long as is necessary
to cure the act or onissions, but not to exceed an additional 270
days, so long as Freddi e Mac conmences curative activities during
the 90-day period and diligently pursues such activities
thereafter.

(f) The Secretary has the authority under Regul ations section 3565.57
to nodify, extend or reinstate a | oan guarantee in order to
protect its interest or further the objectives of the Program
The Secretary interprets section 3565.57 as intended to pernit a
unil ateral nodification by the Secretary that has the effect of
reduci ng the principal amunt of a guarantee or reducing the
amount of interest or the expenses that are covered by a guarantee
only if the affected | ender has cormitted an act or om ssion that
woul d permit the Secretary to cancel the guarantee or refuse to
make paynent under the guarantee. |In the case of Freddie Mac, in
accordance with this Menorandum of Understanding, only a violation
of the ClaimDenial Standards would permit such cancellation or
refusal and, therefore, only a violation of the O aimDenia
Standards will permit a unilateral nodification having such an
ef fect on a guarantee held by Freddie Mac.

(f) The Secretary shall renmit all claimpaynments to Freddie Mac rather
than to the Subservicer

Interest Credit. |If Freddie Mac holds a Guaranteed Mdrtgage with
respect to which interest credits are payable by the Secretary and the
Secretary cancels such credits due to a borrower default, as provided in
section 4.10(E) of the Handbook, only interest credits related to

i nterest accruing after the date of the Secretary's notice to Freddie
Mac or the Subservicer of such cancellation will be deenmed unearned.
Such a cancellation will not deprive Freddie Mac of the right to receive
interest credits with respect to interest accrued prior to the
cancel l ation, even if, because interest credits are paid | ess often than
monthly, the credits with respect to such accrued interest are not
payable to Freddie Mac until after the cancellation.

No Obligation to Purchase. Nothing in this Menorandum of Understandi ng
shal |l obligate Freddie Mac to purchase any Guaranteed Mrtgage. The
sol e purpose of this Menorandum of Understanding is to establish and
clarify the terns and conditions of the Secretary's guarantee of, and
the Secretary's requirements with regard to servicing of, any Guaranteed
Mortgage that Freddie Mac in its sole discretion elects to purchase.

(01-23-02) PN 340
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12. Conflicts. In the event of any conflict between this Menorandum of

Understanding and the terms of the Lender's Agreenent, the Handbook or
the Loan Note Guarantee applicable to any Guaranteed Mrtgage, this
Menor andum of Under st andi ng shall govern. This Menorandum of
Under st andi ng contai ns various RHS interpretations of the Regul ati ons.
If Freddie Mac conmplies with the interpretation of a Regulation that is
set forth in this Menmorandum of Understandi ng, Freddie Mac shall be
deermed in conpliance with that Regul ation

13. Noti ces.

(a) Al'l notices under or concerning this Menorandum of Understandi ng
shall be in witing. Each such notice shall be deened gi ven when
recei ved by the addressee or delivered to Federal Express, Network
Courier or a conparable overnight courier service, addressed as
provided in this section and with charges for next business day
delivery paid.

(b) Noti ces intended for the
Secretary shall be addressed to:

United States Departnent of Agriculture
Rur al Housing Service

1400 I ndependence Ave., S.W

Washi ngton, D.C. 20250

Attention:

(c) Noti ces intended for
Freddi e Mac shall be addressed to:

Freddi e Mac

8150 Jones Branch Drive

McLean, VA 22102

Attention: Vice President, Miultifam |y Loan Production

(d) Ei ther party may change the address to which notices intended for
that party are to be directed by neans of notice given to the
other party in accordance with this section.

14. Ter m nati on.
(a) Ei ther party may term nate this Menorandum of Understandi ng by

giving at | east 90 days' advance witten notice to the other
party, specifying the effective date of the ternination
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(b) Despite any such term nation:

(1) t hi s Menmorandum of Under st andi ng shall apply to Guarant eed
Mort gages purchased by Freddie Mac after the effective date
of the term nation but pursuant to commtnents issued or
purchase agreements entered into by Freddie Mac before the
effective date of the ternination, and

(2) t hi s Menmorandum of Under st andi ng shall continue to apply to
CGuar ant eed Mortgages purchased by Freddi e Mac before the
effective date of the termnation

Prospective Changes in Standards. The Secretary at any time may notify
Freddie Mac in witing that in the future Freddie Mac's conpliance with
a specified Handbook or Regul ation provision referred to in any of
sections 7(d) through (j) or sections 8(a), (b) and (e) of this

Menor andum of Understanding will be determ ned according to a new
standard different fromthose set forth in sections 7(d) through (j) and
sections 8(a), (b) and (e), which new standard will be stated by the
Secretary in the notice. |In that event, the new standard will apply to
CGuar ant eed Mortgages purchased by Freddi e Mac pursuant [m ssing from
signed copy - "...to commtnents issued or purchase agreenments entered
into by Freddie Mac after its receipt of the notice. The standards set
forth in section 7(d) through (j) and sections..."] 8(a), (b) and (e)
will continue to apply, in lieu of the new standard, to Guaranteed

Mort gage al ready owned by Freddie Mac on the date it receives the notice
or purchased by Freddie Mac after that date but pursuant to commitnents
i ssued or purchase agreenments entered into by Freddie Mac before that

dat e.

M scel | aneous.

(a) The captions assigned to provisions of this Menorandum of
Under st andi ng are for conveni ence only and shall be disregarded in
construing this Menmorandum of Understanding. Any reference in this
Menor andum of Understanding to "Section 538" shall be construed as
referring to section 538 of the Housing Act of 1949, 42 U.S.C
section 1490p-2. Any other reference in this Menorandum of
Understanding to a "section", and any reference to a "Subsection”,
a "Paragraph" or an "Exhibit" shall, unless otherwi se explicitly
provi ded, be construed as referring, respectively, to a section of
t hi s Menmorandum of Under standi ng, a subsection of the section of
thi s Menmorandum of Understanding in which the reference appears, a
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(b)

(c)

(d)

(e)

(f)

par agraph of the subsection within this Menorandum of

Under standing in which the reference appears, or an Exhibit
attached to this Menorandum of Understanding. Al Exhibits
attached to or referred to in this Menorandum of Understanding are
i ncorporated by reference into this Menorandum of Under st andi ng.
Any reference in this Menorandum of Understanding to a provision
of a statute, a regulation or the Handbook shall be construed as
referring to that provision as it has been anended.

Use of the singular in this Menorandum of Understandi ng incl udes
the plural, use of the plural includes the singular, and use of
one gender includes all other genders, as the context nmay require.

Except for Freddie Mac's enpl oynent of the Subservicer, neither
party to this Menorandum of Understanding nmay assign its rights or
del egate its obligations under this Menorandum of Understandi ng

wi thout the prior witten consent of all other parties. This

Menor andum of Under st andi ng shall be bindi ng upon and shall inure
to the benefit of the parties and their respective heirs,
successors, and permtted assigns.

The invalidity or unenforceability of any provision of this
Menor andum of Under st andi ng shall not affect the validity of any
ot her provision, and all other provisions shall remain in ful
force and effect.

This instrunent contains the entire agreement anmong the parties as
to the rights granted and the obligations assuned in this
i nstrument.

Any forbearance by a party to this Menorandum of Understanding in
exercising any right or remedy given under this Menorandum of
Under standing or existing at law or in equity shall not constitute
a wai ver of or preclude the exercise of that or any other right or
renmedy. Unless otherwi se explicitly provided, no renedy under
thi s Menmorandum of Understanding is intended to be exclusive of
any other avail able renedy, but each remedy shall be cumul ative
and shall be in addition to other renedi es given under this

Menor andum of Understandi ng or existing at law or in equity.
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A "Business Day" is any day other than a Saturday or Sunday, a
federal holiday, or a day on which banking institutions in the
City of Washington, D.C. are permitted or required by lawto
close. |In computing the nunmber of days for purposes of this
Menor andum of Under st andi ng, all days shall be counted, including
days that are not Business days, unless it is explicitly provided
that only Busi ness Days shall be counted. However, if the fina
day of any time period falls on a day that is not a Business Day,
then the final day shall be deemed to be the next Business Day.

To the extent pernmitted by law, the parties shall, fromtine to

ti me, execute, acknow edge and deliver, or cause to be executed,
acknow edged and delivered, such supplenents to this Menorandum of
Under st andi ng and such further instruments as may reasonably be
required for carrying out the intention of or facilitating the
performance of this Menorandum of Under st andi ng.

IN WTNESS WHEREOF, the Secretary and Freddi e Mac have executed this
Menor andum of Under st andi ng.

(01-23- 02)

[ SI GNATURES APPEAR ON THE FOLLOW NG PACGES]
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MEMORANDUM OF UNDERSTANDI NG
SI GNATURE PAGE

UNI TED STATES SECRETARY
OF AGRI CULTURE

By: [s/

James C. Al sop
Acting Adm nistrator
Rur al Housing Service

Date: June 21, 2001
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FEDERAL HOVE LOAN MORTGAGE
CORPORATI ON

By: [s/

Mtchell W Kiffe
Vi ce President,
Loan Production

Date: June 20, 2001

P:\ product s\ Secti on 538 nmenmp of understandi ng exec copy 2. DOC

(01-23-02) PN 340



RD | nstructi on 2000- COO

Exhibit A
Page 26
EXHBITA
FORMS OF MORTGAGE DOCUMENTS
1. Note [ pages 23 - 33]
2. Mort gage [ pages 34 - 80]
3. Repl acenent Reserve Agreemnent [ pages 81 - 93]
4. Regul atory Agreenent [ pages 94 - 100]
5. Modifications to Note [ page 101]
6. Modifications to Mortgage [ pages 102 - 105]

7. Modifications to Replacement Reserve Agreenent [page 106]
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MULTI FAM LY NOTE
( MULTI STATE — REVI SI ON DATE 11-01-2000)

us $ ,

FOR VALUE RECEI VED, the undersigned ("Borrower") jointly and severally
(if more than one) promises to pay to the order of

, a
, the principal sum of
Dol lars (US $ ), with interest
on the unpaid principal balance at the annual rate of
percent ( 9 .
1. Defined Terms. As used in this Note, (i) the term "Lender" neans

the holder of this Note, and (ii) the term "Il ndebtedness" neans the principa
of , interest on, and any other amounts due at any time under, this Note, the
Security Instrunent or any other Loan Document, including prepaynent prem uns,
| ate charges, default interest, and advances to protect the security of the
Security Instrunment under Section 12 of the Security Instrunent. "Event of
Default" and other capitalized terns used but not defined in this Note shal
have t he meanings given to such terms in the Security |nstrunent.

2. Address for Payment. All paynents due under this Note shall be
payabl e at

, or such other place as may be designated by witten notice to
Borrower fromor on behalf of Lender.

3. Payment of Principal and Interest. Principal and interest shal
be paid as foll ows:

(a) Unl ess di sbursenent of principal is nade by Lender to Borrower on
the first day of the nmonth, interest for the period beginning on the date of
di sbursement and ending on and including the last day of the nmonth in which
such di sburserment is made shall be payabl e sinultaneously with the execution
of this Note. Interest under this Note shall be conputed on the basis of a
360- day year consisting of twelve 30-day nonths.

PAGE 1

[OR]
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[ NSTRUCTI ONS TO PREPARER — SELECT CORRECT VERSI ON OF PARAGRAPH 3(b), AND
DELETE THE | NAPPLI CABLE VERSI ONS]

(b) Consecutive nonthly install ments of principal and interest, each
in the anobunt of

Dollars (US $ ), shall be payable on the first day of
each nmonth begi nni ng on , until the entire unpaid
princi pal bal ance evidenced by this hbte is fully paid.

(b) Consecutive nonthly installments of interest only, each in the
anmount of
Dollars (US $ ), shall be payable on the first day of
each nmonth begi nni ng on , until the entire unpaid

princi pal bal ance evidenced by this hbte is fully paid.

[OR]

(b) Consecutive nonthly installments of interest only, each in the
anmount of
Dollars (US $ ), shall be payable on the first day of
each nmonth begi nni ng on , through and including the

nmont hly install nent payable on the f|rst day of , .
Consecutive nonthly installments of principal and interest, each in the anpunt

of Dol l ars (US
$ ), shall be payable on the first day of each nonth
begi nni ng on , until the entire unpaid principa

bal ance evi denced by this hbte is fully paid.

(c) Any accrued interest remaining past due for 30 days or nore nay,
at Lender’s discretion, be added to and becone part of the unpaid principa
bal ance and shall bear interest at the rate or rates specified in this Note,
and any reference below to "accrued interest" shall refer to accrued interest
whi ch has not becone part of the unpaid principal balance. Any renmaining
principal and interest shall be due and payabl e on
or on any earlier date on which the
unpai d principal balance of this Note becomes due and payabl e, by accel eration
or otherwise (the "Maturity Date"). The unpaid principal bal ance shal
continue to bear interest after the Maturity Date at the Default Rate set
forth in this Note until and including the date on which it is paid in full

PAGE 2
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(d) Any regul arly schedul ed nonthly installnment of principal and

interest that is received by Lender before the date it is due shall be deened
to have been received on the due date solely for the purpose of calculating
i nterest due.

4. Application of Payments. |[If at any time Lender receives, from
Borrower or otherw se, any anount applicable to the Indebtedness which is |ess
than all anmounts due and payable at such tine, Lender may apply that paynent
to ampunts then due and payable in any manner and in any order determ ned by
Lender, in Lender's discretion. Borrower agrees that neither Lender's
acceptance of a payment from Borrower in an amount that is |ess than al
amounts then due and payabl e nor Lender's application of such paynment shal
constitute or be deened to constitute either a waiver of the unpaid ambunts or
an accord and satisfaction.

5. Security. The Indebtedness is secured, anpbng other things, by a
multifam |y nortgage, deed to secure debt or deed of trust dated as of the
date of this Note (the "Security

Instrunment”), and reference is made to the Security Instrunent for other
rights of Lender as to collateral for the Indebtedness.

6. Accel eration. |f an Event of Default has occurred and is
continuing, the entire unpaid principal balance, any accrued interest, the
prepayment premi um payabl e under Paragraph 10, if any, and all other anobunts
payabl e under this Note and any other Loan Docunent shall at once becone due
and payable, at the option of Lender, without any prior notice to Borrower
(except if notice is required by applicable law, then after such notice).
Lender may exercise this option to accel erate regardl ess of any prior
f or bear ance.

7. Late Charge. |If any nonthly amount payabl e under this Note or
under the Security Instrument or any other Loan Docunent is not received by
Lender within ten (10) days after the anobunt is due (unless applicable | aw
requires a |longer period of time before a | ate charge may be inposed, in which
event such longer period shall be substituted), Borrower shall pay to Lender
i medi ately and wit hout demand by Lender, a |ate charge equal to five percent
(5% of such amount (unless applicable aw requires a | esser anpunt be
charged, in which event such | esser amount shall be substituted). Borrower
acknow edges that its failure to nake tinely paynents will cause Lender to
i ncur additional expenses in servicing and processing the | oan evidenced by
this Note (the “Loan”), and that it is extrenmely difficult and inpractical to

PAGE 3
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determ ne those additional expenses. Borrower agrees that the |late charge
payabl e pursuant to this Paragraph represents a fair and reasonabl e estimate,
taking into account all circunstances existing on the date of this Note, of

t he additional expenses Lender will incur by reason of such late payment. The
| ate charge is payable in addition to, and not in lieu of, any interest
payabl e at the Default Rate pursuant to Paragraph 8.

8. Default Rate. So long as (a) any nonthly installnent under this
Not e remai ns past due for thirty (30) days or nore, or (b) any other Event of
Def ault has occurred and is continuing, interest under this Note shall accrue
on the unpaid principal balance fromthe earlier of the due date of the first
unpaid nonthly installment or the occurrence of such other Event of Default,
as applicable, at a rate (the "Default Rate") equal to the |esser of four (4)
percent age points above the rate stated in the first paragraph of this Note
and the maxi numinterest rate which may be coll ected from Borrower under
applicable law. If the unpaid principal balance and all accrued interest are
not paid in full on the Maturity Date, the unpaid principal balance and al
accrued interest shall bear interest fromthe Maturity Date at the Default
Rate. Borrower also acknow edges that its failure to make tinmely paynments

wi || cause Lender to incur additional expenses in servicing and processing the
Loan, that, during the time that any nonthly installnent under this Note is
del i nquent for nore than thirty (30) days, Lender will incur additional costs

and expenses arising fromits loss of the use of the nmoney due and fromthe
adverse inpact on Lender’s ability to neet its other obligations and to take
advant age of other investnent opportunities, and that it is extrenely
difficult and inpractical to determine those additional costs and expenses.
Borrower al so acknow edges that, during the tine that any nmonthly install nent
under this Note is delinquent for nore than thirty (30) days or any ot her
Event of Default has occurred and is continuing, Lender’s risk of nonpayment
of this Note will be materially increased and Lender is entitled to be
conpensated for such increased risk. Borrower agrees that the increase in the
rate of interest payable under this Note to the Default Rate represents a fair
and reasonabl e estimte, taking into account all circunstances existing on the
date of this Note, of the additional costs and expenses Lender will incur by
reason of the Borrower’s delinquent paynent and the additional conpensation
Lender is entitled to receive for the increased risks of nonpayment associ ated
with a delinquent | oan.
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9. Limts on Personal Liability.
(a) Except as otherw se provided in this Paragraph 9, Borrower shal
have no personal liability under this Note, the Security Instrunment or any

ot her Loan Docunent for the repaynent of the |Indebtedness or for the
performance of any other obligations of Borrower under the Loan Documents, and
Lender's only recourse for the satisfaction of the |Indebtedness and the
performance of such obligations shall be Lender's exercise of its rights and
renedies with respect to the Mortgaged Property and any other collateral held
by Lender as security for the Indebtedness. This Iinmtation on Borrower's
l[iability shall not limt or inmpair Lender's enforcenent of its rights against
any guarantor of the |Indebtedness or any guarantor of any obligations of
Bor r ower .

(b) Borrower shall be personally liable to Lender for the repaynent of
a portion of the Indebtedness equal to per cent
( % of the princi pal balance of this
Not e, plus any other amounts for which Borrower has personal liability under

thi s Paragraph 9.

(c) In addition to Borrower’s personal liability under Paragraph 9(b),
Borrower shall be personally liable to Lender for the repayment of a further
portion of the Indebtedness equal to any |oss or damage suffered by Lender as
aresult of (1) failure of Borrower to pay to Lender upon demand after an
Event of Default all Rents to which Lender is entitled under Section 3(a) of
the Security Instrunent and the amount of all security deposits collected by
Borrower fromtenants then in residence; (2) failure of Borrower to apply al
i nsurance proceeds and condemmati on proceeds as required by the Security
Instrunment; or (3) failure of Borrower to conply with Section 14(d) or (e) of
the Security Instrunent relating to the delivery of books and records,
statenments, schedul es and reports.

(d) For purposes of deternining Borrower's personal liability under
Par agraph 9(b) and Paragraph 9(c), all payments made by Borrower or any
guarantor of this Note with respect to the Indebtedness and all ampunts
recei ved by Lender fromthe enforcement of its rights under the Security
Instrunment shall be applied first to the portion of the |Indebtedness for which
Borrower has no personal liability.

(e) Borrower shall become personally liable to Lender for the
repaynent of all of the Indebtedness upon the occurrence of any of the
followi ng Events of Default: (1) Borrower’'s acquisition of any property or
operation of any business not permtted by Section 33 of the
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Security Instrunment; (2) a Transfer (including, but not limted to, a lien or
encunbrance) that is an Event of Default under Section 21 of the Security
Instrunment, other than a Transfer consisting solely of the involuntary renoval
or involuntary wi thdrawal of a general partner in alimted partnership or a
manager in a limted liability conpany; or (3) fraud or witten materia

nm srepresentation by Borrower or any officer, director, partner, nenber or

enpl oyee of Borrower in connection with the application for or creation of the
I ndebt edness or any request for any action or consent by Lender

(f) In addition to any personal liability for the |ndebtedness,
Borrower shall be personally liable to Lender for (1) the performance of al
of Borrower’s obligations under Section 18 of the Security Instrunent
(relating to environmental matters); (2) the costs of any audit under Section
14(d) of the Security Instrunent; and (3) any costs and expenses incurred by
Lender in connection with the collection of any anount for which Borrower is
personal ly |iable under this Paragraph 9, including fees and out of pocket
expenses of attorneys and expert w tnesses and the costs of conducting any
i ndependent audit of Borrower's books and records to determ ne the anount for
whi ch Borrower has personal liability.

(9) To the extent that Borrower has personal liability under this
Par agraph 9, Lender may exercise its rights against Borrower personally
wi t hout regard to whether Lender has exercised any rights against the
Mort gaged Property or any other security, or pursued any rights agai nst any
guarantor, or pursued any other rights available to Lender under this Note,
the Security Instrunent, any other Loan Docunment or applicable |aw. For
purposes of this Paragraph 9, the term "Mrtgaged Property" shall not include
any funds that (1) have been applied by Borrower as required or pernmtted by
the Security Instrunent prior to the occurrence of an Event of Default or (2)
Borrower was unable to apply as required or pernitted by the Security
I nst runment because of a bankruptcy, receivership, or sinmlar judicia
proceeding. To the fullest extent permitted by applicable law, in any action
to enforce Borrower’s personal liability under this Paragraph 9, Borrower
wai ves any right to set off the value of the Mortgaged Property agai nst such
personal liability.

10. Vol untary and I nvoluntary Prepaynents.

(a) A prepaynent prem um shall be payable in connection with any
prepayment (any recei pt by Lender of principal, other than principal required
to be paid in nonthly install ments pursuant to Paragraph 3(b), prior to the
schedul ed Maturity Date set forth in Paragraph 3(c)) under this Note as
provi ded bel ow
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(1) Borrower may voluntarily prepay all of the unpaid principa
bal ance of this Note on a Business Day designated as the date for such
prepayment in a witten notice fromBorrower to Lender given at |east 30 days
prior to the date of such prepaynment. Such prepaynment shall be made by paying
(A) the amount of principal being prepaid, (B) all accrued interest, (C all
ot her sunms due Lender at the tinme of such prepayment, and (D) the prepaynent
prem um cal cul at ed pursuant to Paragraph 10(c). For all purposes including
t he accrual of interest, any prepaynent received by Lender on any day ot her
than the [ ast cal endar day of the nmonth shall be deemed to have been received
on the last cal endar day of such nonth. For purposes of this Note, a
"Busi ness Day" neans any day other than a Saturday, Sunday or any other day on
whi ch Lender is not open for business. Unless expressly provided for in the
Loan Docurents, Borrower shall not have the option to voluntarily prepay |ess
than all of the unpaid principal balance. However, if a partial prepayment is
provided for in the Loan Docunments or is accepted by Lender in Lender’s
di scretion, a prepaynent prenium cal cul ated pursuant to Paragraph 10(c) shal
be due and payabl e by Borrower.

(2) Upon Lender's exercise of any right of acceleration under this
Not e, Borrower shall pay to Lender, in addition to the entire unpaid principa
bal ance of this Note outstanding at the tinme of the acceleration, (A al
accrued interest and all other suns due Lender, and (B) the prepayment prem um
cal cul at ed pursuant to Paragraph 10(c).

(3) Any application by Lender of any collateral or other security to
t he repaynent of any portion of the unpaid principal balance of this Note
prior to the Maturity Date and in the absence of accel eration shall be deemed
to be a partial prepaynent by Borrower, requiring the payment to Lender by
Borrower of a prepayment prem um

(b) Not wi t hst andi ng the provi sions of Paragraph 10(a), no prepaynent
prem um shall be payable with respect to (A) any prepaynent nmade during the
period from (__) days before the schedul ed Maturity Date to the

schedul ed Maturity Date, or (B) any prepayment occurring as a result of the
application of any insurance proceeds or condemmati on award under the Security
I nstrument .

(c) Any prepayment prem um payabl e under this Note shall be conputed
as follows:
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(1) If the prepaynent is nade between the date of this Note and the
date that is nmonths after the first day of the first cal endar nonth

followi ng the date of this Note (the "Yield Mintenance Period"), the
prepayment premi um shall be whichever is the greater of subparagraphs (i) and
(ii) bel ow

(1) 1. 0% of the unpaid principal balance of this Note; or
(ii) the product obtained by multiplying:

(A t he amount of principal being prepaid,

by

(B) the excess (if any) of the Monthly Note Rate over the
Assuned Rei nvestnent Rate,

by

(O the Present Val ue Factor.

For purposes of subparagraph (ii), the followi ng definitions shall apply:

Monthly Note Rate: one-twelfth (1/12) of the annual interest rate
of this Note, expressed as a decinmal calculated to five digits.

Prepayment Date: in the case of a voluntary prepaynent, the date
on whi ch the prepayment is made; in the case of the application by
Lender of collateral or security to a portion of the principa

bal ance, the date of such application; and in any other case, the
dat e on which Lender accel erates the unpaid principal bal ance of
this Note.

Assumed Rei nvestnent Rate: one-twelfth (1/12) of the yield rate
as of the date 5 Business Days before the Prepaynent Date, on

t he % U.S. Treasury Security due .
as reported in The Wall Street Journal, expressed as a deci nal
calculated to five digits. In the event that no yield is

publ i shed on the applicable date for the Treasury Security used to
deternmi ne the Assumed Reinvestment Rate, Lender, inits

di scretion, shall select the non-callable Treasury Security
maturing in the sane year as the Treasury Security specified above
with the | owest yield published in The Wall Street Journal as of
the applicable date. |If the publication of such yield rates in
The Wall Street Journal is discontinued for any reason, Lender
shall select a security with a conmparable rate and termto the
Treasury Security used to determine the Assumed Rei nvestnent Rate.
The selection of an alternate security pursuant to this Paragraph
shall be made in Lender’s discretion.
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Present Value Factor: the factor that discounts to present val ue
the costs resulting to Lender fromthe difference in interest
rates during the months remaining in the Yield Mintenance Period,
using the Assumed Rei nvestnent Rate as the discount rate, with
nmont hl y conpoundi ng, expressed nunerically as foll ows:

1-_1
—+ ARR
ARR

n = nunmber of nmonths remaining in Yield Mintenance Period

ARR = Assuned Rei nvestnent Rate

(2) If the prepaynent is nade after the expiration of the Yield
Mai nt enance Period but before the period set forth in Paragraph 10(b) (A)
above, the prepaynent prem um shall be 1.0% of the unpaid principal bal ance of
this Note.

(d) Any permitted or required prepaynent of l|ess than the unpaid
princi pal balance of this Note shall not extend or postpone the due date of
any subsequent nonthly installnents or change the anpbunt of such installnents,
unl ess Lender agrees otherwise in witing.

(e) Borrower recognizes that any prepayment of the unpaid principa
bal ance of this Note, whether voluntary or involuntary or resulting froma
default by Borrower, will result in Lender's incurring |oss, including
rei nvestment | oss, additional expense and frustration or inpairnent of
Lender's ability to meet its conmitnments to third parties. Borrower agrees to
pay to Lender upon demand damages for the detrinent caused by any prepayment,
and agrees that it is extrenely difficult and inpractical to ascertain the
extent of such danages. Borrower therefore acknow edges and agrees that the
formula for cal culating prepaynent prenmiuns set forth in this Note represents
a reasonabl e estimte of the damages Lender will incur because of a
pr epayment .

(f) Borrower further acknow edges that the prepaynment premn um
provisions of this Note are a material part of the consideration for the Loan
and acknow edges that the ternms of this Note are in other respects nore
favorable to Borrower as a result of the Borrower's voluntary agreement to the
prepayment premi um provi sions.
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11. Costs and Expenses. To the fullest extent allowed by applicable

| aw, Borrower shall pay all expenses and costs, including fees and

out - of - pocket expenses of attorneys (including Lender’s in-house attorneys)
and expert witnesses and costs of investigation, incurred by Lender as a
result of any default under this Note or in connection with efforts to collect
any amount due under this Note, or to enforce the provisions of any of the

ot her Loan Docunents, including those incurred in post-judgnent collection
efforts and in any bankruptcy proceeding (including any action for relief from
the automatic stay of any bankruptcy proceeding) or judicial or non-judicia
forecl osure proceeding.

12. For bearance. Any forbearance by Lender in exercising any right or
renmedy under this Note, the Security Instrument, or any other Loan Docunent or
ot herwi se afforded by applicable |aw, shall not be a waiver of or preclude the
exerci se of that or any other right or renedy. The acceptance by Lender of
any paynent after the due date of such payment, or in an anmount which is |ess
than the required payment, shall not be a waiver of Lender's right to require
pronmpt paynent when due of all other paynments or to exercise any right or
renmedy with respect to any failure to make pronpt payment. Enforcenment by
Lender of any security for Borrower's obligations under this Note shall not
constitute an election by Lender of renedies so as to preclude the exercise of
any other right or remedy avail able to Lender

13. Wai vers. Presentnment, demand, notice of dishonor, protest, notice
of acceleration, notice of intent to demand or accel erate payment or maturity,
presentnment for payment, notice of nonpayment, grace, and diligence in
collecting the Indebtedness are wai ved by Borrower and all endorsers and
guarantors of this Note and all other third party obligors.

14. Loan Charges. Neither this Note nor any of the other Loan
Docunents shall be construed to create a contract for the use, forbearance or
detention of nmoney requiring payment of interest at a rate greater than the
maxi muminterest rate permtted to be charged under applicable law. |f any
applicable law limting the amount of interest or other charges pernitted to
be collected fromBorrower in connection with the Loan is interpreted so that
any interest or other charge provided for in any Loan Document, whet her
consi dered separately or together with other charges provided for in any other
Loan Document, violates that |aw, and Borrower is entitled to the benefit of
that law, that interest or charge is hereby reduced to the extent necessary to
elimnate that violation. The amounts, if any, previously paid to Lender in
excess of the permtted anbunts shall be applied by Lender to reduce the
unpai d principal balance of this Note. For the purpose of determ ning whether
any applicable law linmting the anbunt of interest or other charges pernmitted

PAGE 9



RD | nstructi on 2000- COO
Exhi bit A
Page 37

to be collected fromBorrower has been violated, all I|ndebtedness that
constitutes interest, as well as all other charges nmade in connection with the
| ndebt edness that constitute interest, shall be deenmed to be allocated and
spread ratably over the stated termof the Note. Unless otherw se required by
applicable law, such allocation and spreading shall be effected in such a
manner that the rate of interest so computed is uniformthroughout the stated
termof the Note.

15. Conmrer ci al Purpose. Borrower represents that the |Indebtedness is
being incurred by Borrower solely for the purpose of carrying on a business
or comrercial enterprise, and not for personal, famly, household, or
agricul tural purposes.

16. Counting of Days. Except where otherw se specifically provided,
any reference in this Note to a period of "days" neans cal endar days, not
Busi ness Days.

17. CGoverning Law. This Note shall be governed by the | aw of the
jurisdiction in which the Land is |ocated.

18. Captions. The captions of the paragraphs of this Note are for
conveni ence only and shall be disregarded in construing this Note.

19. Notices; Witten Mdifications. Al notices, denmands and ot her
conmuni cations required or permtted to be given by Lender to Borrower
pursuant to this Note shall be given in accordance with Section 31 of the
Security Instrunent. Any nodification or amendnment to this Note shall be
ineffective unless in witing signed by the party sought to be charged wth
such nodi fication or anendment; provided, however, that in the event of a
Transfer under the terns of the Security Instrument, any or some or all of the
Modi fications to

Multifamily Note may be nmodified or rendered void by Lender at Lender’s option
by notice to Borrower/transferee.

20. Consent to Jurisdiction and Venue. Borrower agrees that any
controversy arising under or in relation to this Note shall be litigated
exclusively in the jurisdiction in which the Land is located (the "Property
Jurisdiction"). The state and federal courts and authorities with
jurisdiction in the Property Jurisdiction shall have exclusive jurisdiction
over all controversies which shall arise under or in relation to this Note.
Borrower irrevocably consents to service, jurisdiction, and venue of such
courts for any such litigation and wai ves any other venue to which it night be
entitled by virtue of domicile, habitual residence or otherw se.
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21. WAl VER OF TRI AL BY JURY. BORROWER AND LENDER EACH (A) AGREES NOT
TO ELECT A TRIAL BY JURY W TH RESPECT TO ANY | SSUE ARI SI NG QUT OF THI S NOTE OR
THE RELATI ONSHI P BETWEEN THE PARTI ES AS LENDER AND BORROWER THAT | S TRI ABLE OF
RI GHT BY A JURY AND (B) WAI VES ANY RIGHT TO TRI AL BY JURY W TH RESPECT TO SUCH
| SSUE TO THE EXTENT THAT ANY SUCH RI GHT EXI STS NOWOR IN THE FUTURE. TH' S
WAl VER OF RIGHT TO TRI AL BY JURY | S SEPARATELY d VEN BY EACH PARTY, KNOW NGY
AND VOLUNTARI LY WTH THE BENEFI T OF COMPETENT LEGAL COUNSEL.

ATTACHED EXHBI T. The followi ng Exhibit is attached to this Note:
| Exhi bit A Modi fications to Multifamily Note
I N WTNESS WHEREOF, Borrower has signed and delivered this Note under
seal or has caused this Note to be signed and delivered under seal by its duly
aut hori zed representative. Borrower intends that this Note shall be deened to

be signed and delivered as a seal ed instrument.

[ SI GNATURES, SEALS, W TNESSES (| F REQUI RED) ]

Borrower's Social Security/Enployer |ID Number
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EXH BIT A
MODI FI CATI ONS TO MULTI FAM LY NOTE
PACGE A-1
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Prepared by, and after recording
return to:

MULTI FAM LY DEED OF TRUST,
ASSI GNVENT _OF RENTS
AND SECURI TY AGREEMENT

(MIRG NIA — REVI SI ON DATE 11-01-2000)
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MULTI FAM LY DEED OF TRUST,
ASSI GNVENT OF RENTS AND
SECURI TY AGREEMENT

(MIRG NIA — REVI SI ON DATE 11-01-2000)

TH S MULTI FAM LY DEED OF TRUST, ASSI GNVENT OF RENTS AND SECURI TY
AGREEMENT (the “Instrument”) is made this day of , ,
by a
organi zed and exi sting under the | aws of

, whose address is

, as
grantor (“Borrower”), to
, a resident of the
City/ County of , Virginia, as trustee
(“Trustee”), for the benefit of
a organi zed and exi sting under the

| aws of , whose address is

, as beneficiary (“Lender”).

Borrower, in consideration of the Indebtedness and the trust created by
this Instrunent, irrevocably grants, conveys and assigns to Trustee, in trust,
wi th power of sale, the Mortgaged Property, including the Land |ocated in
City/ County, Conmonwealth of Virginia and described in
Exhi bit A attached to this Instrument.

TO SECURE TO LENDER t he repayment of the I|Indebtedness evidenced by
Borrower’'s Multifanmly Note payable to Lender, dated as of the date of this
I nstrument, and maturing on , , the principa
amount of $ , and all renewal s, extensions and
nodi fications of the Indebtedness, and the performance of the covenants and
agreements of Borrower contained in the Loan Docunents.

Borrower represents and warrants that Borrower is lawfully seized of the
Mort gaged Property, has the right, power and authority to grant, convey and
assign the Mrtgaged Property, and that the Mortgaged Property is
unencunbered. Borrower covenants that Borrower will warrant and defend
generally the title to the Mrtgaged Property against all clains and demands,
subj ect to any easenents and restrictions listed in a schedul e of exceptions
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to coverage in any title insurance policy issued to Lender contenporaneously
with the execution and recordation of this Instrument and insuring Lender’s
interest in the Mortgaged Property.

Covenants. Borrower and Lender covenant and agree as foll ows:

1. DEFI NI TIONS. The followi ng terns, when used in this |nstrument
(i ncludi ng when used in the above recitals), shall have the follow ng
meani ngs:

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

(b) "Col | ateral Agreenent" means any separate agreenent between
Borrower and Lender for the purpose of establishing replacement reserves for
the Mortgaged Property, establishing a fund to assure the conpletion of
repairs or inprovenents specified in that agreenment, or assuring reduction of
t he out standi ng principal balance of the Indebtedness if the occupancy of or
i ncome fromthe Mrtgaged Property does not increase to a |l evel specified in
t hat agreement, or any other agreement or agreenents between Borrower and
Lender which provide for the establishment of any other fund, reserve or
account .

(c) "Controlling Entity" means an entity which owns, directly or
indirectly through one or nore internediaries, (A) a general partnership
interest or nore than 50% of the limted partnership interests in Borrower (if
Borrower is a partnership or joint venture), (B) a manager's interest in
Borrower or nmore than 50% of the ownership or menmbership interests in Borrower
(if Borrower is alimted liability company), or (C) nore than 50% of any
class of voting stock of Borrower (if Borrower is a corporation).

(d) "Environmental Permit" neans any pernit, |icense, or other
aut horization i ssued under any Hazardous Materials Law with respect to any
activities or businesses conducted on or in relation to the Mrtgaged
Property.

(e) "Event of Default" means the occurrence of any event listed in
Section 22.
(f) "Fi xtures" means all property which is so attached to the Land or

the I nmprovenents as to constitute a fixture under applicable [ aw, including:
machi nery, equi prent, engines, boilers, incinerators, installed building
material s; systenms and equi pnent for the purpose of supplying or distributing
heating, cooling, electricity, gas, water, air, or light; antennas, cable,
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wi ring and conduits used in connection with radio, television, security, fire
prevention, or fire detection or otherw se used to carry el ectronic signals;

t el ephone systenms and equi pnent; elevators and rel ated machi nery and

equi prent; fire detection, prevention and extinguishing systems and appar at us;
security and access control systenms and apparatus; plunbing systens; water
heat ers, ranges, stoves, mcrowave ovens, refrigerators, dishwashers, garbage
di sposers, washers, dryers and other appliances; |ight fixtures, awnings,
storm wi ndows and storm doors; pictures, screens, blinds, shades, curtains and
curtain rods; mrrors; cabinets, paneling, rugs and floor and wall coverings;
fences, trees and plants; swi miing pools; and exercise equi prment.

(9) "CGovernnental Authority" neans any board, conmi ssion, departnent
or body of any nunicipal, county, state or federal governnmental unit, or any
subdi vi sion of any of them that has or acquires jurisdiction over the
Mort gaged Property or the use, operation or inproverment of the Mrtgaged
Property.

(h) "Hazardous Material s" neans petrol eum and petrol eum products and
conpounds contai ning them including gasoline, diesel fuel and oil
expl osives; flanmable materials; radioactive materials; polychlorinated
bi phenyl s ("PCBs") and compounds containing them |ead and | ead-based paint;
asbestos or asbestos-containing materials in any formthat is or could becone
friable; underground or above-ground storage tanks, whether enpty or
cont ai ni ng any substance; any substance the presence of which on the Mrtgaged
Property is prohibited by any federal, state or |ocal authority; any substance
that requires special handling; and any other material or substance now or in
the future defined as a "hazardous substance,” "hazardous nmaterial,"
"hazardous waste," "toxic substance," "toxic pollutant,” "contam nant," or
"pollutant"” within the nmeani ng of any Hazardous Materials Law.

(1) "Hazardous Materials Laws" means all federal, state, and | oca
| aws, ordi nances and regul ati ons and standards, rules, policies and ot her
governmental requirenents, administrative rulings and court judgnents and
decrees in effect now or in the future and including all amendnents, that
rel ate to Hazardous Materials and apply to Borrower or to the Mrtgaged
Property. Hazardous Materials Laws include, but are not limted to, the
Conpr ehensi ve Environmental Response, Compensation and Liability Act, 42
U S.C. Section 9601, et seq., the Resource Conservation and Recovery Act, 42
U S.C. Section 6901, et seq., the Toxic Substance Control Act, 15 U. S.C
Section 2601, et seq., the Clean Water Act, 33 U.S.C. Section 1251, et seq.
and the Hazardous Materials Transportation Act, 49 U S.C. Section 5101, and
their state anal ogs.
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(j) "Inpositions” and "I nposition Deposits" are defined in
Section 7(a).

(k) "I nprovenment s" neans the buil dings, structures, inprovenments, and
alterations now constructed or at any time in the future constructed or placed
upon the Land, including any future replacenments and additi ons.

(1) "I ndebt edness"” neans the principal of, interest on, and all other
amounts due at any time under, the Note, this Instrument or any other Loan
Docurent, including prepaynent preniuns, |ate charges, default interest, and
advances as provided in Section 12 to protect the security of this Instrument.

(m "Initial Omers" neans, with respect to Borrower or any ot her
entity, the persons or entities who on the date of the Note own in the
aggregate 100% of the ownership interests in Borrower or that entity.

(n) "Land" neans the | and described in Exhibit A

(0) "Leases" neans all present and future | eases, subleases, |icenses,
concessions or grants or other possessory interests now or hereafter in force,
whet her oral or witten, covering or affecting the Mrtgaged Property, or any
portion of the Mrtgaged Property (including proprietary | eases or occupancy
agreenments if Borrower is a cooperative housing corporation), and al
nodi fi cati ons, extensions or renewals.

(p) "Lender" neans the entity identified as "Lender"” in the first
par agraph of this Instrument, or any subsequent hol der of the Note.

(a) "Loan Docunents" neans the Note, this Instrunent, all guaranties,
all indemity agreenments, all Collateral Agreenents, O&%M Prograns, and any
ot her documents now or in the future executed by Borrower, any guarantor or
any other person in connection with the |oan evidenced by the Note, as such
docunents may be amended fromtime to tinme.

(r) "Loan Servicer" means the entity that fromtime to tine is
designated by Lender to collect paynents and deposits and receive notices
under the Note, this Instrument and any other Loan Docunent, and otherw se to
service the | oan evidenced by the Note for the benefit of Lender. Unless
Borrower receives notice to the contrary, the Loan Servicer is the entity
identified as "Lender" in the first paragraph of this Instrunent.
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"Mortgaged Property" means all of Borrower's present and future

right, title and interest in and to all of the foll ow ng:

(8)

(9)

(01-23- 02)

(1) t he Land;

(2) t he | nmprovenents;
(3) t he Fi xtures;

(4) t he Personalty;

(5) all current and future rights, including air rights,

devel opnent rights, zoning rights and other simlar rights or

i nterests, easenents, tenenents, rights-of-way, strips and gores
of land, streets, alleys, roads, sewer rights, waters,

wat er cour ses, and appurtenances related to or benefitting the Land
or the Inmprovenents, or both, and all rights-of-way, streets,
al l eys and roads which nmay have been or may in the future be

vacat ed;

(6) all proceeds paid or to be paid by any insurer of the Land,
the I nprovenents, the Fixtures, the Personalty or any other part
of the Modrtgaged Property, whether or not Borrower obtained the

i nsurance pursuant to Lender’s requiremnent;

(7) all awards, paynents and other conpensation nmade or to be
made by any municipal, state or federal authority with respect to
the Land, the Inprovenments, the Fixtures, the Personalty or any

ot her part of the Mortgaged Property, including any awards or
settlenents resulting fromcondemati on proceedings or the tota

or partial taking of the Land, the Inprovenments, the Fixtures, the
Personalty or any other part of the Mrtgaged Property under the
power of em nent dommin or otherw se and including any conveyance
in lieu thereof;

all contracts, options and ot her agreenents for the sale of the
Land, the Inmprovenments, the Fixtures, the Personalty or any other
part of the Mrtgaged Property entered into by Borrower now or in
the future, including cash or securities deposited to secure
performance by parties of their obligations;

all proceeds fromthe conversion, voluntary or involuntary, of any

of the above into cash or liquidated clains, and the right to
col l ect such proceeds;
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(10) all Rents and Leases;

(11) all earnings, royalties, accounts receivable, issues and profits
fromthe Land, the Inprovenments or any other part of the Mrtgaged
Property, and all undisbursed proceeds of the |oan secured by this
Instrunment and, if Borrower is a cooperative housing corporation
mai nt enance charges or assessments payabl e by sharehol ders or
resi dents;

(12) all Inmnposition Deposits;

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

(14) all tenant security deposits which have not been forfeited by any
tenant under any Lease; and

(15) all names under or by which any of the above Mrtgaged Property
may be operated or known, and all tradenmarks, trade names, and
goodwi I I relating to any of the Mdrtgaged Property.

(t) "Note" neans the Multifamily Note described on page 1 of this
Instrument, including all schedules, riders, allonges and addenda, as such
Multifamily Note may be amended fromtine to tine.

(u) "O&M Program' is defined in Section 18(a).

(v) "Personal ty" means all furniture, furnishings, equipnent,
machi nery, building materials, appliances, goods, supplies, tools, books,
records (whether in witten or electronic form, computer equi pnent (hardware
and software) and ot her tangible personal property (other than Fi xtures) which
are used now or in the future in connection with the ownership, nanagenent or
operation of the Land or the Inprovenents or are located on the Land or in the
| mprovenents, and any operating agreenents relating to the Land or the
| mprovenent s, and any surveys, plans and specifications and contracts for
architectural, engineering and construction services relating to the Land or
the I nmprovenents and all other intangible property and rights relating to the
operation of, or used in connection with, the Land or the |nprovenents,
including all governnental permits relating to any activities on the Land.
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(w) “Property Jurisdiction” is defined in Section 30(a).

(x) "Rents" means all rents (whether fromresidential or non-
resi dential space), revenues and other income of the Land or the |Inprovenents,
i ncl udi ng parking fees, laundry and vendi ng nachi ne i ncome and fees and
charges for food, health care and other services provided at the Mrtgaged
Property, whether now due, past due, or to becone due, and deposits forfeited
by tenants.

(y) "Taxes" means all taxes, assessnents, vault rentals and ot her
charges, if any, general, special or otherw se, including all assessments for
school s, public betternents and general or |ocal inprovenents, which are
| evi ed, assessed or inposed by any public authority or quasi-public authority,
and which, if not paid, will becone a lien, on the Land or the |nprovenents.

(2) "Transfer" means (A) a sale, assignnment, transfer or other
di sposition (whether voluntary, involuntary or by operation of law); (B) the
granting, creating or attachnent of a lien, encunbrance or security interest
(whet her voluntary, involuntary or by operation of law); (C the issuance or
other creation of an ownership interest in a legal entity, including a
partnership interest, interest in alimted |liability conmpany or corporate
stock; (D) the withdrawal, retirenment, renmoval or involuntary resignation of a
partner in a partnership or a menber or manager in a linmted liability

conpany; or (E) the nerger, dissolution, |iquidation, or consolidation of a
I egal entity or the reconstitution of one type of legal entity into another
type of legal entity. "Transfer" does not include (i) a conveyance of the

Mort gaged Property at a judicial or non-judicial foreclosure sale under this
Instrunment or (ii) the Mrtgaged Property becomng part of a bankruptcy estate
by operation of |aw under the United States Bankruptcy Code. For purposes of
defining the term"Transfer," the term "partnership" shall nean a genera
partnership, a limted partnership, a joint venture and a linited liability
partnership, and the term"partner" shall nean a general partner, alimted
partner and a joint venturer.

2. UNI FORM COMVERCI AL CODE SECURI TY AGREEMENT.

This Instrunent is also a security agreenent under the Uniform Comercia
Code for any of the Mdrtgaged Property which, under applicable |aw, may be
subject to a security interest under the Uniform Conmercial Code, whether
acquired now or in the future, and all products and cash and non-cash proceeds
t hereof (collectively, "UCC Collateral"), and Borrower hereby grants to Lender
a security interest in the UCC Collateral. Borrower shall execute and deliver
to Lender, upon Lender's request, financing statements, continuation
statements and anmendnments, in such formas Lender may require to perfect or
continue the perfection of this security interest. Borrower shall pay al
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filing costs and all costs and expenses of any record searches for financing
statenments that Lender may require. Wthout the prior witten consent of
Lender, Borrower shall not create or permit to exist any other lien or
security interest in any of the UCC Collateral. |f an Event of Default has
occurred and is continuing, Lender shall have the renmedi es of a secured party
under the Uni form Commercial Code, in addition to all remedi es provided by
this Instrunent or existing under applicable law. In exercising any renedies,
Lender may exercise its renedi es against the UCC Col | ateral separately or
together, and in any order, without in any way affecting the availability of
Lender's other remedies. This Instrunment constitutes a financing statenent
with respect to any part of the Mortgaged Property which is or nay becone a
Fi xture.

3. ASSI GNMENT OF RENTS; APPO NTMENT OF RECEI VER, LENDER | N
PCOSSESSI ON
(a) As part of the consideration for the |Indebtedness, Borrower

absol utely and unconditionally assigns and transfers to Lender all Rents. It
is the intention of Borrower to establish a present, absolute and irrevocable
transfer and assignnent to Lender of all Rents and to authorize and enpower
Lender to collect and receive all Rents w thout the necessity of further
action on the part of Borrower. Pronptly upon request by Lender, Borrower
agrees to execute and deliver such further assignnents as Lender may fromtime
to time require. Borrower and Lender intend this assignnent of Rents to be

i medi ately effective and to constitute an absol ute present assignment and not
an assignnent for additional security only. For purposes of giving effect to
this absol ute assignment of Rents, and for no other purpose, Rents shall not
be deenmed to be a part of the “Mrtgaged Property” as that termis defined in
Section 1(s). However, if this present, absolute and unconditional assignment
of Rents is not enforceable by its terns under the |laws of the Property
Jurisdiction, then the Rents shall be included as a part of the Mrtgaged
Property and it is the intention of the Borrower that in this circunstance
this Instrunent create and perfect a lien on Rents in favor of Lender, which
lien shall be effective as of the date of this Instrument.

(b) After the occurrence of an Event of Default, Borrower authorizes
Lender to collect, sue for and conpromi se Rents and directs each tenant of the
Mort gaged Property to pay all Rents to, or as directed by, Lender. However,
until the occurrence of an Event of Default, Lender hereby grants to Borrower
a revocable license to collect and receive all Rents, to hold all Rents in
trust for the benefit of Lender and to apply all Rents to pay the installnments
of interest and principal then due and payabl e under the Note and the ot her
amounts then due and payabl e under the other Loan Docunents, including
I mposition Deposits, and to pay the current costs and expenses of nanaging,
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operating and mai ntaining the Mortgaged Property, including utilities, Taxes
and insurance premuns (to the extent not included in Inposition Deposits),
tenant inprovenents and other capital expenditures. So |ong as no Event of
Default has occurred and is continuing, the Rents remaining after application
pursuant to the preceding sentence may be retained by Borrower free and cl ear
of, and released from Lender's rights with respect to Rents under this
Instrument. From and after the occurrence of an Event of Default, and w thout
t he necessity of Lender entering upon and taking and maintaining control of
the Mortgaged Property directly, or by a receiver, Borrower’s license to
collect Rents shall automatically term nate and Lender shall without notice be
entitled to all Rents as they become due and payabl e, including Rents then due
and unpaid. Borrower shall pay to Lender upon denmand all Rents to which
Lender is entitled. At any time on or after the date of Lender’s demand for
Rents, Lender may give, and Borrower hereby irrevocably authorizes Lender to
give, notice to all tenants of the Mrtgaged Property instructing themto pay
all Rents to Lender, no tenant shall be obligated to inquire further as to the
occurrence or continuance of an Event of Default, and no tenant shall be
obligated to pay to Borrower any ampunts which are actually paid to Lender in
response to such a notice. Any such notice by Lender shall be delivered to
each tenant personally, by mail or by delivering such demand to each renta
unit. Borrower shall not interfere with and shall cooperate with Lender's

col l ection of such Rents.

(c) Borrower represents and warrants to Lender that Borrower has not
executed any prior assignnent of Rents (other than an assignment of Rents
securing indebtedness that will be paid off and di scharged with the proceeds
of the | oan evidenced by the Note), that Borrower has not performed, and
Borrower covenants and agrees that it will not perform any acts and has not
execut ed, and shall not execute, any instrument which would prevent Lender
fromexercising its rights under this Section 3, and that at the tinme of
execution of this Instrument there has been no anticipation or prepaynment of
any Rents for nmore than two nonths prior to the due dates of such Rents.
Borrower shall not collect or accept paynment of any Rents nmore than two nonths
prior to the due dates of such Rents.

(d) If an Event of Default has occurred and is continuing, Lender may,
regardl ess of the adequacy of Lender's security or the solvency of Borrower
and even in the absence of waste, enter upon and take and maintain ful
control of the Mortgaged Property in order to performall acts that Lender in
its discretion determ nes to be necessary or desirable for the operation and
mai nt enance of the Mortgaged Property, including the execution, cancellation
or nodification of Leases, the collection of all Rents, the making of repairs
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to the Mortgaged Property and the execution or termnation of contracts
providing for the nanagenment, operation or maintenance of the Mrtgaged
Property, for the purposes of enforcing the assignment of Rents pursuant to
Section 3(a), protecting the Mrtgaged Property or the security of this
Instrument, or for such other purposes as Lender in its discretion my deem
necessary or desirable. Alternatively, if an Event of Default has occurred
and is continuing, regardl ess of the adequacy of Lender's security, w thout
regard to Borrower’s sol vency and without the necessity of giving prior notice
(oral or witten) to Borrower, Lender may apply to any court having
jurisdiction for the appoi ntnent of a receiver for the Mortgaged Property to
take any or all of the actions set forth in the preceding sentence. |f Lender
el ects to seek the appointment of a receiver for the Mrtgaged Property at any
time after an Event of Default has occurred and is continuing, Borrower, by
its execution of this Instrunent, expressly consents to the appointnent of
such receiver, including the appointment of a receiver ex parte if pernmitted
by applicable law. Lender or the receiver, as the case may be, shall be
entitled to receive a reasonable fee for nanagi ng the Mrtgaged Property.

| mredi atel y upon appoi ntnent of a receiver or inmediately upon the Lender's
entering upon and taki ng possession and control of the Mrtgaged Property,
Borrower shall surrender possession of the Mrtgaged Property to Lender or the
recei ver, as the case may be, and shall deliver to Lender or the receiver, as
the case may be, all docunents, records (including records on electronic or
magneti ¢ medi a), accounts, surveys, plans, and specifications relating to the
Mort gaged Property and all security deposits and prepaid Rents. 1In the event
Lender takes possession and control of the Mrtgaged Property, Lender nay
exclude Borrower and its representatives fromthe Mrtgaged Property.

Borrower acknow edges and agrees that the exercise by Lender of any of the
rights conferred under this Section 3 shall not be construed to make Lender a
nort gagee-i n- possessi on of the Mrtgaged Property so | ong as Lender has not
itself entered into actual possession of the Land and | nprovenents.

(e) If Lender enters the Mrtgaged Property, Lender shall be liable to
account only to Borrower and only for those Rents actually received. Lender
shall not be liable to Borrower, anyone claimng under or through Borrower or
anyone having an interest in the Mortgaged Property, by reason of any act or
om ssi on of Lender under this Section 3, and Borrower hereby rel eases and
di scharges Lender fromany such liability to the fullest extent permtted by
I aw.

(f) If the Rents are not sufficient to nmeet the costs of taking
control of and managi ng the Mortgaged Property and collecting the Rents, any
funds expended by Lender for such purposes shall becone an additional part of
t he I ndebt edness as provided in Section 12.
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(9) Any entering upon and taking of control of the Mrtgaged Property
by Lender or the receiver, as the case nmay be, and any application of Rents as
provided in this Instrunent shall not cure or waive any Event of Default or
i nval i date any other right or remedy of Lender under applicable |aw or
provided for in this Instrument.

4. ASSI GNVENT OF LEASES; LEASES AFFECTI NG THE MORTGAGED PROPERTY.

(a) As part of the consideration for the |Indebtedness, Borrower
absol utely and unconditionally assigns and transfers to Lender all of
Borrower's right, title and interest in, to and under the Leases, including
Borrower's right, power and authority to nodify the terns of any such Lease,
or extend or terminate any such Lease. It is the intention of Borrower to
establish a present, absolute and irrevocable transfer and assignnent to
Lender of all of Borrower’s right, title and interest in, to and under the
Leases. Borrower and Lender intend this assignnent of the Leases to be
i medi ately effective and to constitute an absol ute present assignment and not
an assignnent for additional security only. For purposes of giving effect to
this absol ute assignment of the Leases, and for no other purpose, the Leases
shall not be deenmed to be a part of the “Mrtgaged Property” as that termis
defined in Section 1(s). However, if this present, absolute and unconditiona
assignment of the Leases is not enforceable by its terns under the | aws of the
Property Jurisdiction, then the Leases shall be included as a part of the
Mort gaged Property and it is the intention of the Borrower that in this
circunmstance this Instrument create and perfect a lien on the Leases in favor
of Lender, which lien shall be effective as of the date of this Instrunment.

(b) Until Lender gives notice to Borrower of Lender's exercise of its
rights under this Section 4, Borrower shall have all rights, power and
authority granted to Borrower under any Lease (except as otherwise limted by
this Section or any other provision of this Instrunent), including the right,
power and authority to nodify the ternms of any Lease or extend or termnate
any Lease. Upon the occurrence of an Event of Default, the perm ssion given
to Borrower pursuant to the preceding sentence to exercise all rights, power
and authority under Leases shall automatically termnate. Borrower shal
conply with and observe Borrower's obligations under all Leases, including
Borrower's obligations pertaining to the maintenance and di sposition of tenant
security deposits.
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(c) Borrower acknow edges and agrees that the exercise by Lender

either directly or by a receiver, of any of the rights conferred under this
Section 4 shall not be construed to nake Lender a nortgagee-in-possession of
the Mortgaged Property so long as Lender has not itself entered into actua
possession of the Land and the I nproverments. The acceptance by Lender of the
assi gnment of the Leases pursuant to Section 4(a) shall not at any time or in
any event obligate Lender to take any action under this Instrunent or to
expend any nmoney or to incur any expenses. Lender shall not be liable in any
way for any injury or danage to person or property sustained by any person or
persons, firmor corporation in or about the Mrtgaged Property. Prior to
Lender's actual entry into and taking possession of the Mrtgaged Property,
Lender shall not (i) be obligated to performany of the terms, covenants and
conditions contained in any Lease (or otherw se have any obligation wth
respect to any Lease); (ii) be obligated to appear in or defend any action or
proceeding relating to the Lease or the Mdrtgaged Property; or (iii) be
responsi ble for the operation, control, care, managenent or repair of the
Mort gaged Property or any portion of the Mrtgaged Property. The execution of
this Instrunent by Borrower shall constitute conclusive evidence that al
responsibility for the operation, control, care, nmanagenent and repair of the
Mort gaged Property is and shall be that of Borrower, prior to such actua
entry and taking of possession.

(d) Upon delivery of notice by Lender to Borrower of Lender's exercise
of Lender's rights under this Section 4 at any tine after the occurrence of an
Event of Default, and without the necessity of Lender entering upon and taking
and mai ntaining control of the Mortgaged Property directly, by a receiver, or
by any ot her manner or proceeding pernmitted by the laws of the Property
Jurisdiction, Lender inmediately shall have all rights, powers and authority
granted to Borrower under any Lease, including the right, power and authority
to nodify the terns of any such Lease, or extend or term nate any such Lease.

(e) Borrower shall, pronmptly upon Lender's request, deliver to Lender
an executed copy of each residential Lease then in effect. Al Leases for
residential dwelling units shall be on fornms approved by Lender, shall be for
initial terms of at |east six nonths and not nmore than two years, and shal
not include options to purchase.

(f) Borrower shall not |ease any portion of the Mrtgaged Property for
non-residential use except with the prior witten consent of Lender and
Lender's prior witten approval of the Lease agreenent. Borrower shall not
nodify the terms of, or extend or term nate, any Lease for non-residential use
(i ncluding any Lease in existence on the date of this Instrunent) wthout the
prior witten consent of Lender. Borrower shall, w thout request by Lender
deliver an executed copy of each non-residential Lease to Lender pronptly
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after such Lease is signed. All non-residential Leases, including renewals or
ext ensi ons of existing Leases, shall specifically provide that (1) such Leases
are subordinate to the lien of this Instrument; (2) the tenant shall attorn to
Lender and any purchaser at a foreclosure sale, such attornment to be self-
executing and effective upon acquisition of title to the Mortgaged Property by
any purchaser at a foreclosure sale or by Lender in any manner; (3) the tenant
agrees to execute such further evidences of attornment as Lender or any
purchaser at a foreclosure sale may fromtime to time request; (4) the Lease
shall not be term nated by foreclosure or any other transfer of the Mrtgaged
Property; (5) after a foreclosure sale of the Mrtgaged Property, Lender or
any ot her purchaser at such foreclosure sale may, at Lender's or such
purchaser's option, accept or term nate such Lease; and (6) the tenant shall
upon recei pt after the occurrence of an Event of Default of a witten request
from Lender, pay all Rents payable under the Lease to Lender

(9) Borrower shall not receive or accept Rent under any Lease (whether
residential or non-residential) for nore than two nmonths in advance.

5. PAYMENT OF | NDEBTEDNESS; PERFORVANCE UNDER LOAN DOCUMENTS
PREPAYMENT PREM UM  Borrower shall pay the |Indebtedness when due in
accordance with the terns of the Note and the other Loan Docunments and shal
perform observe and conply with all other provisions of the Note and the
ot her Loan Docunents. Borrower shall pay a prepaynment premumin connection
with certain prepaynents of the Indebtedness, including a paynent nade after
Lender's exercise of any right of acceleration of the Indebtedness, as
provided in the Note.

6. EXCULPATI ON. Borrower’s personal liability for payment of the
I ndebt edness and for performance of the other obligations to be perfornmed by
it under this Instrunent is limted in the manner, and to the extent, provided
in the Note.

7. DEPCSI TS FOR TAXES, | NSURANCE AND OTHER CHARGES.

(a) Borrower shall deposit with Lender on the day nmonthly installments
of principal or interest, or both, are due under the Note (or on another day
designated in witing by Lender), until the Indebtedness is paid in full, an

addi ti onal anount sufficient to accunulate with Lender the entire sumrequired
to pay, when due (1) any water and sewer charges which, if not paid, nmay
result in alien on all or any part of the Mrtgaged Property, (2) the
premiums for fire and other hazard insurance, rent |oss insurance and such

ot her insurance as Lender mmy require under Section 19, (3) Taxes, and (4)
amounts for other charges and expenses which Lender at any tinme reasonably
deens necessary to protect the Mortgaged Property, to prevent the inposition
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of liens on the Mdrtgaged Property, or otherwise to protect Lender's
interests, all as reasonably estimated fromtime to time by Lender, plus one-
sixth of such estimate. The anpunts deposited under the precedi ng sentence
are collectively referred to in this Instrunent as the "Inposition Deposits".
The obligations of Borrower for which the Inposition Deposits are required are
collectively referred to in this Instrument as "Inpositions". The anmount of
the Inposition Deposits shall be sufficient to enable Lender to pay each

I mposition before the | ast date upon which such paynment may be nade wi t hout
any penalty or interest charge being added. Lender shall rmaintain records

i ndi cati ng how nuch of the nmonthly Inposition Deposits and how much of the
aggregate I nmposition Deposits held by Lender are held for the purpose of
payi ng Taxes, insurance premi unms and each ot her obligation of Borrower for
whi ch I nposition Deposits are required. Any waiver by Lender of the

requi rement that Borrower remt |nposition Deposits to Lender may be revoked
by Lender, in Lender's discretion, at any tine upon notice to Borrower.

(b) | mposition Deposits shall be held in an institution (which may be
Lender, if Lender is such an institution) whose deposits or accounts are
i nsured or guaranteed by a federal agency. Lender shall not be obligated to
open additional accounts or deposit Inmposition Deposits in additiona
institutions when the anobunt of the Inposition Deposits exceeds the nmaximum
amount of the federal deposit insurance or guaranty. Lender shall apply the
I mposition Deposits to pay Inmpositions so |long as no Event of Default has
occurred and is continuing. Unless applicable |aw requires, Lender shall not
be required to pay Borrower any interest, earnings or profits on the
| mposition Deposits. Borrower hereby pledges and grants to Lender a security
interest in the Inmposition Deposits as additional security for all of
Borrower's obligations under this Instrument and the other Loan Docunents.
Any anmpunts deposited with Lender under this Section 7 shall not be trust
funds, nor shall they operate to reduce the |ndebtedness, unless applied by
Lender for that purpose under Section 7(e).

(c) If Lender receives a bill or invoice for an Inposition, Lender
shall pay the Inmposition fromthe Inposition Deposits held by Lender. Lender
shal |l have no obligation to pay any Inposition to the extent it exceeds
| mposition Deposits then held by Lender. Lender may pay an | nposition
according to any bill, statenment or estimate fromthe appropriate public
of fice or insurance conpany wi thout inquiring into the accuracy of the bill
statenment or estimate or into the validity of the Inposition
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(d) If at any time the anmount of the Inposition Deposits held by

Lender for paynment of a specific Inposition exceeds the anobunt reasonably
deenmed necessary by Lender plus one-sixth of such estinmate, the excess shal

be credited against future installnents of Inposition Deposits. |If at any
time the amount of the Inposition Deposits held by Lender for payment of a
specific Inmposition is less than the ambunt reasonably estimated by Lender to
be necessary plus one-sixth of such estimate, Borrower shall pay to Lender the
amount of the deficiency within 15 days after notice from Lender

(e) If an Event of Default has occurred and is continuing, Lender may
apply any Inposition Deposits, in any amounts and in any order as Lender
determ nes, in Lender's discretion, to pay any Inpositions or as a credit
agai nst the I ndebtedness. Upon paynment in full of the Indebtedness, Lender
shall refund to Borrower any Inposition Deposits held by Lender

8. COLLATERAL AGREEMENTS. Borrower shall deposit with Lender such
amounts as may be required by any Collateral Agreement and shall perform al
ot her obligations of Borrower under each Coll ateral Agreenent.

9. APPL| CATI ON OF PAYMENTS. If at any time Lender receives, from
Borrower or otherw se, any anount applicable to the |Indebtedness which is |ess
than all anmounts due and payable at such tinme, then Lender may apply that
paynment to ampunts then due and payable in any manner and in any order
determ ned by Lender, in Lender's discretion. Neither Lender's acceptance of
an anount which is less than all amunts then due and payabl e nor Lender's
application of such paynent in the manner authorized shall constitute or be
deenmed to constitute either a waiver of the unpaid amounts or an accord and
satisfaction. Notw thstanding the application of any such amount to the
I ndebt edness, Borrower’s obligations under this Instrument and the Note shal
remai n unchanged.

10. COWPLI ANCE W TH LAWS. Borrower shall comply with all | aws,
ordi nances, regul ations and requirenents of any Governnental Authority and al
recorded | awful covenants and agreenents relating to or affecting the
Mort gaged Property, including all |aws, ordinances, regul ations, requirenents
and covenants pertaining to health and safety, construction of inprovenents on
the Mortgaged Property, fair housing, zoning and | and use, and Leases.
Borrower also shall conply with all applicable aws that pertain to the
mai nt enance and di sposition of tenant security deposits. Borrower shall at
all times maintain records sufficient to denonstrate conpliance with the
provisions of this Section 10. Borrower shall take appropriate measures to
prevent, and shall not engage in or knowingly permt, any illegal activities
at the Mortgaged Property that coul d endanger tenants or visitors, result in
damage to the Mdrtgaged Property, result in forfeiture of the Mrtgaged
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Property, or otherwise materially inmpair the lien created by this Instrument
or Lender's interest in the Mortgaged Property. Borrower represents and
warrants to Lender that no portion of the Mrtgaged Property has been or will
be purchased with the proceeds of any illegal activity.

11. USE OF PROPERTY. Unless required by applicable |aw, Borrower
shall not (a) except for any change in use approved by Lender, allow changes
in the use for which all or any part of the Mrtgaged Property is being used
at the tine this Instrunent was executed, (b) convert any individual dwelling
units or common areas to commercial use, (c) initiate or acqui esce in a change
in the zoning classification of the Mirtgaged Property, or (d) establish any
condom ni um or cooperative regine with respect to the Mrtgaged Property.

12. PROTECTI ON OF LENDER S SECURI TY.

(a) If Borrower fails to performany of its obligations under this
I nstrunment or any other Loan Document, or if any action or proceeding is
conmenced which purports to affect the Mortgaged Property, Lender's security
or Lender's rights under this Instrument, including em nent domain,
i nsol vency, code enforcement, civil or crimnal forfeiture, enforcenent of
Hazardous Materials Laws, fraudul ent conveyance or reorgani zations or
proceedi ngs invol ving a bankrupt or decedent, then Lender at Lender's option
may make such appearances, disburse such sums and take such actions as Lender
reasonably deens necessary to perform such obligations of Borrower and to
protect Lender's interest, including (1) paynent of fees and out of pocket
expenses of attorneys, accountants, inspectors and consultants, (2) entry upon
the Mortgaged Property to make repairs or secure the Mrtgaged Property, (3)
procurenent of the insurance required by Section 19, and (4) paynment of
amount s whi ch Borrower has failed to pay under Sections 15 and 17.

(b) Any anmounts di sbursed by Lender under this Section 12, or under
any other provision of this Instrument that treats such di sbursenent as being
made under this Section 12, shall be added to, and becone part of, the
princi pal component of the |ndebtedness, shall be i mediately due and payabl e
and shall bear interest fromthe date of disbursenent until paid at the
"Default Rate", as defined in the Note.

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

13. | NSPECTI ON. Lender, its agents, representatives, and desi gnees
may make or cause to be mmde entries upon and inspections of the Mrtgaged
Property (including environmental inspections and tests) during nornma
busi ness hours, or at any other reasonable tinmne.
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14. BOOKS AND RECORDS; FI NANCI AL REPORTI NG
(a) Borrower shall keep and mamintain at all tinmes at the Mrtgaged

Property or the managenent agent's offices, and upon Lender's request shal
make avail able at the Mdrtgaged Property, conplete and accurate books of
account and records (including copies of supporting bills and invoices)
adequate to reflect correctly the operation of the Mrtgaged Property, and
copies of all witten contracts, Leases, and other instrunents which affect
the Mortgaged Property. The books, records, contracts, Leases and ot her
instruments shall be subject to examination and inspection at any reasonabl e
time by Lender

(b) Borrower shall furnish to Lender all of the foll ow ng:

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

(2) within 120 days after the end of each fiscal year of Borrower, and
at any other tinme upon Lender's request, a rent schedule for the
Mort gaged Property showi ng the nane of each tenant, and for each
tenant, the space occupied, the | ease expiration date, the rent
payabl e for the current nonth, the date through which rent has
been paid, and any related informati on requested by Lender

(3) within 120 days after the end of each fiscal year of Borrower, and
at any other tinme upon Lender's request, an accounting of al
security deposits held pursuant to all Leases, including the nanme
of the institution (if any) and the nanes and identification
nunbers of the accounts (if any) in which such security deposits
are held and the name of the person to contact at such financia
institution, along with any authority or rel ease necessary for
Lender to access information regardi ng such accounts;
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(4) within 120 days after the end of each fiscal year of Borrower, and
at any other tine upon Lender's request, a statement that
identifies all owners of any interest in Borrower and any
Controlling Entity and the interest held by each, if Borrower or a
Controlling Entity is a corporation, all officers and directors of
Borrower and the Controlling Entity, and if Borrower or a
Controlling Entity is a limted liability conpany, all managers
who are not nenbers;

(5) upon Lender's request, quarterly inconme and expense statenents for
t he Mortgaged Property;

(6) upon Lender's request at any tine when an Event of Default has
occurred and is continuing, nonthly income and expense statements
for the Mrtgaged Property;

(7) upon Lender's request, a nmonthly property managenent report for
t he Mortgaged Property, showi ng the nunmber of inquiries nade and
rental applications received fromtenants or prospective tenants
and deposits received fromtenants and any other information
requested by Lender; and

(8) upon Lender's request, a balance sheet, a statenment of incone and
expenses for Borrower and a statenent of changes in financia
position of Borrower for Borrower's nost recent fiscal year

(c) Each of the statements, schedules and reports required by
Section 14(b) shall be certified to be conplete and accurate by an indivi dua
havi ng authority to bind Borrower, and shall be in such formand contain such
detail as Lender may reasonably require. Lender also may require that any
statements, schedules or reports be audited at Borrower's expense by
i ndependent certified public accountants acceptable to Lender

(d) If Borrower fails to provide in a timely manner the statenents,
schedul es and reports required by Section 14(b), Lender shall have the right
to have Borrower's books and records audited, at Borrower’'s expense, by
i ndependent certified public accountants selected by Lender in order to obtain
such statements, schedules and reports, and all related costs and expenses of
Lender shall becore inmredi ately due and payabl e and shall becone an additiona
part of the |Indebtedness as provided in Section 12.
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(e) If an Event of Default has occurred and is continuing, Borrower

shall deliver to Lender upon witten demand all books and records relating to
the Mortgaged Property or its operation.

(f) Borrower authorizes Lender to obtain a credit report on Borrower
at any tine.

15. TAXES; OPERATI NG EXPENSES.

(a) Subj ect to the provisions of Section 15(c) and Section 15(d),
Borrower shall pay, or cause to be paid, all Taxes when due and before the
addition of any interest, fine, penalty or cost for nonpayment.

(b) Subj ect to the provisions of Section 15(c), Borrower shall pay the
expenses of operating, managi ng, nmaintaining and repairing the Mrtgaged
Property (including insurance premuns, utilities, repairs and repl acenents)
before the | ast date upon which each such paynment may be nade without any
penalty or interest charge bei ng added.

(c) As long as no Event of Default exists and Borrower has tinely
delivered to Lender any bills or premiumnotices that it has received,
Borrower shall not be obligated to pay Taxes, insurance prem uns or any other
i ndi vidual Inmposition to the extent that sufficient Inmposition Deposits are
hel d by Lender for the purpose of paying that specific Inmposition. If an
Event of Default exists, Lender mmy exercise any rights Lender may have with
respect to lInmposition Deposits without regard to whether Inpositions are then
due and payable. Lender shall have no liability to Borrower for failing to
pay any lnmpositions to the extent that any Event of Default has occurred and
is continuing, insufficient Inposition Deposits are held by Lender at the tine
an | nposition beconmes due and payabl e or Borrower has failed to provide Lender
with bills and prem um notices as provi ded above.

(d) Borrower, at its own expense, may contest by appropriate |ega
proceedi ngs, conducted diligently and in good faith, the amount or validity of
any I nposition other than insurance premuns, if (1) Borrower notifies Lender
of the comencenent or expected comrencenment of such proceedings, (2) the
Mort gaged Property is not in danger of being sold or forfeited, (3) Borrower
deposits with Lender reserves sufficient to pay the contested Inmposition, if
requested by Lender, and (4) Borrower furnishes whatever additional security
is required in the proceedings or is reasonably requested by Lender, which nmay
i nclude the delivery to Lender of the reserves established by Borrower to pay
the contested | mposition.
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(e) Borrower shall pronptly deliver to Lender a copy of all notices

of , and invoices for, Inpositions, and if Borrower pays any | nmposition
directly, Borrower shall pronptly furnish to Lender receipts evidencing such
payments.

16. LI ENS; ENCUMBRANCES. Borrower acknow edges that, to the extent
provided in Section 21, the grant, creation or existence of any nortgage, deed
of trust, deed to secure debt, security interest or other lien or encunbrance
(a "Lien") on the Mortgaged Property (other than the lien of this Instrunent)
or on certain ownership interests in Borrower, whether voluntary, involuntary
or by operation of |law, and whether or not such Lien has priority over the
l[ien of this Instrunent, is a "Transfer"” which constitutes an Event of Default
and subjects Borrower to personal liability under the Note.

17. PRESERVATI ON, MANAGEMENT AND MAI NTENANCE OF MORTGAGED PROPERTY.
Borrower (a) shall not comit waste or pernit inpairnent or deterioration of
t he Mortgaged Property, (b) shall not abandon the Mrtgaged Property, (c)
shall restore or repair pronptly, in a good and workmanli ke manner, any
damaged part of the Mdyrtgaged Property to the equivalent of its origina
condition, or such other condition as Lender may approve in witing, whether
or not insurance proceeds or condemation awards are avail able to cover any
costs of such restoration or repair, (d) shall keep the Mrtgaged Property in
good repair, including the replacement of Personalty and Fixtures with itemns
of equal or better function and quality, (e) shall provide for professiona
management of the Mrtgaged Property by a residential rental property nanager
sati sfactory to Lender under a contract approved by Lender in witing, and (f)
shall give notice to Lender of and, unless otherwise directed in witing by
Lender, shall appear in and defend any action or proceeding purporting to
af fect the Mdrtgaged Property, Lender's security or Lender's rights under this
Instrunment. Borrower shall not (and shall not pernit any tenant or other
person to) renove, denolish or alter the Mrtgaged Property or any part of the
Mort gaged Property except in connection with the replacement of tangible
Personal ty.

18. ENVI RONVENTAL HAZARDS

(a) Except for matters covered by a witten program of operations and
mai nt enance approved in witing by Lender (an "O&M Prograni) or matters
described in Section 18(b), Borrower shall not cause or permt any of the
fol | owi ng:
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(1) t he presence, use, generation, rel ease, treatnent, processing,
storage (including storage in above ground and under ground storage
tanks), handling, or disposal of any Hazardous Materials on or
under the Mrtgaged Property or any other property of Borrower
that is adjacent to the Mrtgaged Property;

(2) the transportati on of any Hazardous Materials to, from or across
t he Mortgaged Property;

(3) any occurrence or condition on the Mrtgaged Property or any other
property of Borrower that is adjacent to the Mortgaged Property,
whi ch occurrence or condition is or may be in violation of
Hazardous Materials Laws; or

(4) any violation of or nonconpliance with the terns of any
Environnental Permit with respect to the Mrtgaged Property or any
property of Borrower that is adjacent to the Mortgaged Property.

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

(b) Prohi bited Activities and Conditions shall not include the safe
and | awful use and storage of quantities of (1) pre-packaged supplies,
cl eaning materials and petrol eum products customarily used in the operation
and mai nt enance of conparable nultifamly properties, (2) cleaning materials,
personal groonming itens and other items sold in pre-packaged containers for
consumer use and used by tenants and occupants of residential dwelling units
in the Mortgaged Property; and (3) petrol eum products used in the operation
and mai nt enance of nmotor vehicles fromtine to tine | ocated on the Mrtgaged
Property’s parking areas, so long as all of the foregoing are used, stored,
handl ed, transported and di sposed of in conpliance with Hazardous Materials
Laws.

(c) Borrower shall take all conmercially reasonable actions (including
the inclusion of appropriate provisions in any Leases executed after the date
of this Instrument) to prevent its enployees, agents, and contractors, and al
tenants and ot her occupants from causing or permtting any Prohibited
Activities or Conditions. Borrower shall not |ease or allow the subl ease or
use of all or any portion of the Mirtgaged Property to any tenant or subtenant
for nonresidential use by any user that, in the ordinary course of its
busi ness, would cause or permt any Prohibited Activity or Condition
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(d) If an O&M Program has been established with respect to Hazardous

Materials, Borrower shall conply in a tinmely manner with, and cause al

enpl oyees, agents, and contractors of Borrower and any ot her persons present
on the Mortgaged Property to conply with the O&M Program Al costs of
performance of Borrower's obligations under any O&M Program shall be paid by
Borrower, and Lender's out-of-pocket costs incurred in connection with the
nmoni toring and review of the O&M Program and Borrower's performance shall be
pai d by Borrower upon demand by Lender. Any such out-of -pocket costs of
Lender which Borrower fails to pay pronptly shall becone an additional part of
t he I ndebt edness as provided in Section 12.

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

(1) Borrower has not at any tine engaged in, caused or permtted any
Prohi bited Activities or Conditions;

(2) to the best of Borrower's know edge after reasonable and diligent
inquiry, no Prohibited Activities or Conditions exist or have
exi st ed;

(3) except to the extent previously disclosed by Borrower to Lender in
witing, the Mrtgaged Property does not now contain any
under ground storage tanks, and, to the best of Borrower’s
know edge after reasonable and diligent inquiry, the Mrtgaged
Property has not contai ned any underground storage tanks in the
past. |If there is an underground storage tank | ocated on the
Property whi ch has been previously disclosed by Borrower to Lender
inwiting, that tank complies with all requirenents of Hazardous
Material s Laws;

(4) Borrower has conplied with all Hazardous Mterials Laws, including
all requirements for notification regarding rel eases of Hazardous
Materials. Wthout limting the generality of the foregoing,
Borrower has obtained all Environmental Permits required for the
operation of the Mrtgaged Property in accordance with Hazardous
Materials Laws now in effect and all such Environmental Permits
are in full force and effect;

(5) no event has occurred with respect to the Mrtgaged Property that
constitutes, or with the passing of tine or the giving of notice
woul d constitute, nonconpliance with the terms of any
Envi ronnental Permt;
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(6) there are no actions, suits, clainms or proceedings pending or, to
t he best of Borrower’s know edge after reasonable and diligent
inquiry, threatened that involve the Mrtgaged Property and
all ege, arise out of, or relate to any Prohibited Activity or
Condi ti on; and

(7) Borrower has not received any conplaint, order, notice of
violation or other conmunication fromany Governmental Authority
with regard to air em ssions, water discharges, noise em ssions or
Hazardous Materials, or any other environnental, health or safety
matters affecting the Mdrtgaged Property or any other property of
Borrower that is adjacent to the Mrtgaged Property.

The representations and warranties in this Section 18 shall be continuing
representations and warranties that shall be deemed to be made by Borrower

t hroughout the termof the | oan evidenced by the Note, until the |Indebtedness
has been paid in full

(f) Borrower shall pronptly notify Lender in witing upon the
occurrence of any of the followi ng events:

(1) Borrower's di scovery of any Prohibited Activity or Condition

(2) Borrower’s receipt of or know edge of any conplaint, order, notice
of violation or other comunication from any Governnent al
Authority or other person with regard to present or future alleged
Prohi bited Activities or Conditions or any other environnental,
health or safety matters affecting the Mortgaged Property or any
ot her property of Borrower that is adjacent to the Mrtgaged
Property; and

(3) any representation or warranty in this Section 18 becones untrue
after the date of this Agreenent.

Any such notice given by Borrower shall not relieve Borrower of, or result in
a wai ver of, any obligation under this Instrument, the Note, or any other Loan
Docunent .

(9) Borrower shall pay pronptly the costs of any environnental
i nspections, tests or audits ("Environmental |nspections")
requi red by Lender in connection with any foreclosure or deed in
lieu of foreclosure, or as a condition of Lender’s consent to any
Transfer under Section 21, or required by Lender follow ng a
reasonabl e determ nation by Lender that Prohibited Activities or
Conditions may exist. Any such costs incurred by Lender
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(including the fees and out-of - pocket costs of attorneys and technica

consul tants whether incurred in connection with any judicial or admnistrative
process or otherw se) which Borrower fails to pay pronptly shall beconme an
addi ti onal part of the Indebtedness as provided in Section 12. The results of
all Environmental |nspections nade by Lender shall at all times remain the
property of Lender and Lender shall have no obligation to disclose or

ot herwi se make available to Borrower or any other party such results or any
other information obtained by Lender in connection with its Environnental

I nspections. Lender hereby reserves the right, and Borrower hereby expressly
aut hori zes Lender, to nmake avail able to any party, including any prospective
bi dder at a foreclosure sale of the Mrtgaged Property, the results of any
Envi ronnent al | nspections nade by Lender with respect to the Mrtgaged
Property. Borrower consents to Lender notifying any party (either as part of
a notice of sale or otherwi se) of the results of any of Lender's Environnental
I nspections. Borrower acknow edges that Lender cannot control or otherw se
assure the truthful ness or accuracy of the results of any of its Environnental
I nspections and that the rel ease of such results to prospective bidders at a
forecl osure sale of the Mdrtgaged Property nay have a material and adverse

ef fect upon the anpbunt which a party may bid at such sale. Borrower agrees
that Lender shall have no liability whatsoever as a result of delivering the
results of any of its Environmental Inspections to any third party, and
Borrower hereby rel eases and forever di scharges Lender from any and al

cl ai s, dammges, or causes of action, arising out of, connected with or
incidental to the results of, the delivery of any of Lender's Environmental

| nspecti ons.

(h) If any investigation, site nonitoring, containment, clean-up
restoration or other renedial work ("Renedial Wrk") is necessary to conply
wi th any Hazardous Materials Law or order of any Governnental Authority that
has or acquires jurisdiction over the Mrtgaged Property or the use, operation
or inprovenent of the Mdrtgaged Property under any Hazardous Materials Law,
Borrower shall, by the earlier of (1) the applicable deadline required by
Hazardous Materials Law or (2) 30 days after notice from Lender demandi ng such
action, begin perform ng the Renmedial Wbrk, and thereafter diligently
prosecute it to conpletion, and shall in any event conplete the work by the
time required by applicable Hazardous Materials Law. |If Borrower fails to
begin on a tinely basis or diligently prosecute any required Renmedi al Wrk,
Lender may, at its option, cause the Renedial Wrk to be conpleted, in which
case Borrower shall reinburse Lender on demand for the cost of doing so. Any
rei mbursement due from Borrower to Lender shall becone part of the
I ndebt edness as provided in Section 12.

(1) Borrower shall cooperate with any inquiry by any Governnenta
Authority and shall comply with any governnental or judicial order which
arises fromany alleged Prohibited Activity or Condition
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(j) Borrower shall indemify, hold harm ess and defend (i) Lender

(ii) any prior owner or holder of the Note, (iii) the Loan Servicer, (iv) any
prior Loan Servicer, (v) the officers, directors, sharehol ders, partners,

enpl oyees and trustees of any of the foregoing, and (vi) the heirs, |ega
representatives, successors and assigns of each of the foregoing
(collectively, the "Indemitees") from and agai nst all proceedings, claims,
damages, penalties and costs (whether initiated or sought by Governnent al
Authorities or private parties), including fees and out of pocket expenses of
attorneys and expert w tnesses, investigatory fees, and renedi ati on costs,
whet her incurred in connection with any judicial or administrative process or
otherwi se, arising directly or indirectly fromany of the foll ow ng:

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

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

(3) t he existence or alleged existence of any Prohibited Activity or
Condi ti on;

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

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

(k) Counsel selected by Borrower to defend I ndemitees shall be
subj ect to the approval of those Indemitees. However, any |ndemitee nay
elect to defend any claimor |legal or admnistrative proceeding at the
Borrower’ s expense.

(1) Borrower shall not, without the prior witten consent of those
I ndermi t ees who are named as parties to a claimor |egal or administrative
proceeding (a "Cainm'), settle or conpromise the aimif the settlenent (1)
results in theO entry of any judgnent that does not include as an
uncondi tional termthe delivery by the claimant or plaintiff to Lender of a
witten rel ease of those I ndemitees, satisfactory in formand substance to
Lender; or (2) may materially and adversely affect Lender, as determ ned by
Lender in its discretion.
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(m

limted or

Borrower’s obligation to indemify the Indemitees shall not be

i mpaired by any of the follow ng, or by any failure of Borrower or

any guarantor to receive notice of or consideration for any of the foll ow ng:

(1)
(2)

(3)

(4)

(5)

(6)
(7)
(n)

fol | owi ng:

(1)

(2)

(3)

any amendnent or nodification of any Loan Docunent;

any extensions of tine for performance required by any Loan
Docunent ;

any provision in any of the Loan Docurments limting Lender’s
recourse to property securing the Indebtedness, or linmting the
personal liability of Borrower or any other party for paynent of
all or any part of the Indebtedness;

t he accuracy or inaccuracy of any representations and warranties
made by Borrower under this Instrunment or any other Loan Documnent;

the rel ease of Borrower or any other person, by Lender or by
operation of |law, from performance of any obligation under any
Loan Docunent;

the rel ease or substitution in whole or in part of any security
for the |Indebtedness; and

Lender’'s failure to properly perfect any lien or security interest
given as security for the |Indebtedness.

Borrower shall, at its own cost and expense, do all of the

pay or satisfy any judgnent or decree that may be entered agai nst
any Indemitee or Indemitees in any |legal or administrative
proceedi ng i ncident to any matters agai nst which Indemitees are
entitled to be indemified under this Section 18;

rei mburse I ndemitees for any expenses paid or incurred in
connection with any matters agai nst which Indemmitees are entitled
to be indemified under this Section 18; and

rei mburse Indemitees for any and all expenses, including fees and
out of pocket expenses of attorneys and expert w tnesses, paid or
incurred in connection with the enforcenent by Indemitees of
their rights under this Section 18, or in nonitoring and
participating in any legal or admi nistrative proceeding.
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(0) In any circunmstances in which the indemity under this Section 18
applies, Lender may enploy its own | egal counsel and consultants to prosecute,
defend or negotiate any claimor |egal or adninistrative proceedi ng and
Lender, with the prior witten consent of Borrower (which shall not be
unreasonably wi thhel d, del ayed or conditioned) nay settle or conprom se any
action or legal or administrative proceeding. Borrower shall reinburse Lender
upon demand for all costs and expenses incurred by Lender, including all costs
of settlenents entered into in good faith, and the fees and out of pocket
expenses of such attorneys and consultants.

(p) The provisions of this Section 18 shall be in addition to any and
all other obligations and liabilities that Borrower may have under applicable
| aw or under other Loan Docunents, and each Indemmitee shall be entitled to
i ndemi fication under this Section 18 without regard to whether Lender or that
I ndermi t ee has exercised any rights agai nst the Mdrtgaged Property or any
ot her security, pursued any rights against any guarantor, or pursued any ot her
rights avail abl e under the Loan Docunents or applicable law. |f Borrower
consi sts of nore than one person or entity, the obligation of those persons or
entities to indemify the I ndemitees under this Section 18 shall be joint and
several . The obligation of Borrower to indemify the Indemitees under this
Section 18 shall survive any repaynment or di scharge of the Indebtedness, any
forecl osure proceeding, any foreclosure sale, any delivery of any deed in lieu
of foreclosure, and any rel ease of record of the lien of this Instrument.

19. PROPERTY AND LI ABI LI TY | NSURANCE

(a) Borrower shall keep the Inprovenents insured at all tines against
such hazards as Lender may fromtime to time require, which insurance shal
i ncl ude but not be linted to coverage against loss by fire and allied perils,
general boiler and machi nery coverage, and business incone coverage. Lender’s
i nsurance requirements may change fromtime to tinme throughout the termof the
I ndebt edness. |If Lender so requires, such insurance shall also include
si nkhol e i nsurance, m ne subsidence insurance, earthquake insurance, and, if
the Mortgaged Property does not conformto applicable zoning or [and use | aws,
bui | di ng ordi nance or |aw coverage. |If any of the Inprovenents is located in
an area identified by the Federal Enmergency Managenent Agency (or any
successor to that agency) as an area having special flood hazards, and if
flood insurance is available in that area, Borrower shall insure such
| mprovenent s agai nst | oss by fl ood.
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(b) Al'l premums on insurance policies required under Section 19(a)

shall be paid in the manner provided in Section 7, unless Lender has
designated in witing another nethod of paynent. All such policies shall also
be in a formapproved by Lender. All policies of property damage insurance

shal | include a non-contributing, non-reporting nortgage clause in favor of,
and in a form approved by, Lender. Lender shall have the right to hold the
original policies or duplicate original policies of all insurance required by

Section 19(a). Borrower shall pronmptly deliver to Lender a copy of al

renewal and ot her notices received by Borrower with respect to the policies
and all receipts for paid premunms. At |least 30 days prior to the expiration
date of a policy, Borrower shall deliver to Lender the original (or a
duplicate original) of a renewal policy in formsatisfactory to Lender

(c) Borrower shall maintain at all tines conmercial general liability
i nsurance, workers’' conpensation insurance and such other liability, errors
and om ssions and fidelity insurance coverages as Lender may fromtime to time
require.

(d) Al'l insurance policies and renewal s of insurance policies required
by this Section 19 shall be in such amobunts and for such periods as Lender nay
fromtime to time require, and shall be issued by insurance comnpanies
sati sfactory to Lender.

(e) Borrower shall conmply with all insurance requirements and shal
not permt any condition to exist on the Mrtgaged Property that would
i nval i date any part of any insurance coverage that this Instrument requires
Borrower to maintain.

(f) In the event of |oss, Borrower shall give imediate witten notice
to the insurance carrier and to Lender. Borrower hereby authorizes and
appoi nts Lender as attorney-in-fact for Borrower to make proof of loss, to
adj ust and conprom se any cl ai ns under policies of property danage insurance,
to appear in and prosecute any action arising fromsuch property damage
i nsurance policies, to collect and receive the proceeds of property danage
i nsurance, and to deduct from such proceeds Lender's expenses incurred in the
collection of such proceeds. This power of attorney is coupled with an
interest and therefore is irrevocable. However, nothing contained in this
Section 19 shall require Lender to incur any expense or take any action.
Lender may, at Lender's option, (1) hold the bal ance of such proceeds to be
used to reinmburse Borrower for the cost of restoring and repairing the
Mort gaged Property to the equivalent of its original condition or to a
condition approved by Lender (the "Restoration"), or (2) apply the bal ance of
such proceeds to the paynent of the |ndebtedness, whether or not then due. To
the extent Lender determines to apply insurance proceeds to Restoration
Lender shall do so in accordance with Lender's then-current policies relating
to the restoration of casualty damage on sinmilar multifanmly properties.
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(9) Lender shall not exercise its option to apply insurance proceeds
to the paynment of the Indebtedness if all of the follow ng conditions are net:
(1) no Event of Default (or any event which, with the giving of notice or the
passage of tine, or both, would constitute an Event of Default) has occurred
and is continuing; (2) Lender determines, in its discretion, that there wll
be sufficient funds to conplete the Restoration; (3) Lender deternmines, inits
di scretion, that the rental income fromthe Mrtgaged Property after
conpletion of the Restoration will be sufficient to neet all operating costs
and ot her expenses, |nposition Deposits, deposits to reserves and | oan
repaynent obligations relating to the Mrtgaged Property; and (4) Lender
determines, in its discretion, that the Restoration will be conpleted before
the earlier of (A) one year before the maturity date of the Note or (B) one
year after the date of the | oss or casualty.

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

20. CONDEMNATI ON

(a) Borrower shall pronptly notify Lender of any action or proceeding
relating to any condemnmati on or other taking, or conveyance in lieu thereof,
of all or any part of the Mortgaged Property, whether direct or indirect (a
"Condemation"). Borrower shall appear in and prosecute or defend any action
or proceeding relating to any Condemati on unl ess otherw se directed by Lender
inwiting. Borrower authorizes and appoints Lender as attorney-in-fact for
Borrower to commence, appear in and prosecute, in Lender's or Borrower's nane,
any action or proceeding relating to any Condemmation and to settle or
conprom se any claimin connection with any Condemmation. This power of
attorney is coupled with an interest and therefore is irrevocable. However,
not hi ng contained in this Section 20 shall require Lender to i ncur any expense
or take any action. Borrower hereby transfers and assigns to Lender al
right, title and interest of Borrower in and to any award or payment with
respect to (i) any Condemnation, or any conveyance in |lieu of Condemati on,
and (ii) any danage to the Mrtgaged Property caused by governnental action
that does not result in a Condemati on.

(b) Lender may apply such awards or proceeds, after the deduction of
Lender's expenses incurred in the collection of such ambunts, at Lender's
option, to the restoration or repair of the Mortgaged Property or to the
paynment of the Indebtedness, with the balance, if any, to Borrower. Unless
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Lender otherwi se agrees in witing, any application of any awards or proceeds
to the I ndebtedness shall not extend or postpone the due date of any nonthly
installnments referred to in the Note, Section 7 of this Instrunent or any
Col l ateral Agreement, or change the anmount of such installments. Borrower
agrees to execute such further evidence of assignnent of any awards or
proceeds as Lender mmy require.

21. TRANSFERS OF THE MORTGAGED PROPERTY OR | NTERESTS | N BORROAER. [ NO
Rl GHT TO TRANSFER] .

(a) The occurrence of any of the follow ng events shall constitute an
Event of Default under this Instrument:

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

(2) if Borrower is a limted partnership, a Transfer of (A) any
general partnership interest, or (B) limted partnership
interests in Borrower that would cause the Initial Owmers of
Borrower to own less than 51%of all linmted partnership
interests in Borrower;

(3) if Borrower is a general partnership or a joint venture, a
Transfer of any general partnership or joint venture
interest in Borrower;

(4) if Borrower is alimted liability conpany, a Transfer of
(A) any nenbership interest in Borrower which would cause
the Initial Omers to own [ess than 51% of all the
menbership interests in Borrower, or (B) any menbership or
other interest of a manager in Borrower;

(5) if Borrower is a corporation, (A) the Transfer of any voting
stock in Borrower which would cause the Initial Oaners to
own | ess than 51% of any class of voting stock in Borrower
or (B) if the outstanding voting stock in Borrower is held
by 100 or nore sharehol ders, one or nore transfers by a
single transferor within a 12-nonth period affecting an
aggregate of 5% or nore of that stock

(6) if Borrower is a trust, (A) a Transfer of any beneficia
interest in Borrower which would cause the Initial Omers to
own | ess than 51% of all the beneficial interests in
Borrower, or (B) the termination or revocation of the trust,
or (C) the rempval, appointment or substitution of a trustee
of Borrower; and
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(7) a Transfer of any interest in a Controlling Entity which, if
such Controlling Entity were Borrower, would result in an
Event of Default under any of Sections 21(a)(1l) through (6)
above.

Lender shall not be required to denpnstrate any actual inmpairment of its
security or any increased risk of default in order to exercise any of its
renedies with respect to an Event of Default under this Section 21

(b) The occurrence of any of the follow ng events shall not constitute
an Event of Default under this Instrument, notw thstandi ng any provision of
Section 21(a) to the contrary:

(1) a Transfer to which Lender has consented;

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

(3) the grant of a | easehold interest in an individual dwelling
unit for a termof two years or |ess not containing an
option to purchase

(4) a Transfer of obsolete or worn out Personalty or Fixtures
t hat are contenporaneously replaced by itens of equal or
better function and quality, which are free of I|iens,
encunbrances and security interests other than those created
by the Loan Documents or consented to by Lender

(5) the grant of an easement, if before the grant Lender
determ nes that the easement will not materially affect the
operation or value of the Mdirtgaged Property or Lender's
interest in the Mortgaged Property, and Borrower pays to
Lender, upon demand, all costs and expenses incurred by
Lender in connection with review ng Borrower's request; and

(6) the creation of a mechanic's, material man's, or judgnent
lien agai nst the Mrtgaged Property which is rel eased of
record or otherw se renedied to Lender's satisfaction within
30 days of the date of creation.

(c) Lender may consent, in its discretion, to a Transfer that would

otherwi se violate this Section 21 if, prior to the Transfer, Borrower has
sati sfied each of the foll ow ng requirenents:
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(1)

(2)

(3)
(4)

(5)

the submi ssion to Lender of all information required by
Lender to nake the determi nation required by this Section
21(c);

the Mortgaged Property and the transferee neet all of the
eligibility, credit, managenent and ot her standards
(including but not limted to any standards with respect to
previous rel ationshi ps between Lender and the transferee and
t he organi zation of the transferee) customarily applied by
Lender to the approval of borrowers and properties in
connection with the origination or purchase of simlar
nortgages on nultifamly properties;

t he absence of any Event of Default;

t he execution of an assunption agreement that is acceptable
to Lender and that, anmong other things, requires the
transferee to performall obligations of Borrower set forth
in the Note, this Instrument and any other Loan Docunents,
and may require that the transferee conply with any
provisions of this Instrument or any other Loan Docunent

whi ch previously may have been wai ved by Lender; and

Lender's receipt of all of the foll ow ng:

(A a review fee in the anount of $ ;

(B) a transfer fee in an anpbunt equal to % of the
unpai d principal balance of the |ndebtedness
i medi ately before the Transfer; and

(O t he amount of Lender's out-of -pocket costs (including
reasonabl e attorneys' fees) incurred in review ng the
Transfer request.

21. TRANSFERS OF THE MORTGAGED PROPERTY OR | NTERESTS | N BORROVER
[ RIGHT TO ONE TRANSFER ONLY -- W TH LENDER APPROVAL] .

(a) The occurrence of any of the follow ng events shall constitute an

Event of Default

(1)

under this Instrunent:

a Transfer of all or any part of the Mrtgaged Property or
any interest in the Mrtgaged Property;
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(2) if Borrower is a limted partnership, a Transfer of (A) any
general partnership interest, or (B) limted partnership
interests in Borrower that would cause the Initial Owmers of
Borrower to own less than 51%of all linted partnership
interests in Borrower;

(3) if Borrower is a general partnership or a joint venture, a
Transfer of any general partnership or joint venture
interest in Borrower;

(4) if Borrower is alimted liability conpany, a Transfer of
(A) any nenbership interest in Borrower which would cause
the Initial Omers to own [ess than 51% of all the
menbership interests in Borrower, or (B) any menbership or
other interest of a manager in Borrower;

(5) if Borrower is a corporation, (A) the Transfer of any voting
stock in Borrower which would cause the Initial Oaners to
own | ess than 51% of any class of voting stock in Borrower
or (B) if the outstanding voting stock in Borrower is held
by 100 or nore sharehol ders, one or nore transfers by a
single transferor within a 12-nonth period affecting an
aggregate of 5% or nore of that stock

(6) if Borrower is a trust, (A) a Transfer of any beneficia
interest in Borrower which would cause the Initial Omers to
own | ess than 51% of all the beneficial interests in
Borrower, or (B) the termination or revocation of the trust,
or (C) the rempval, appointment or substitution of a trustee
of Borrower; and

(7) a Transfer of any interest in a Controlling Entity which, if
such Controlling Entity were Borrower, would result in an
Event of Default under any of Sections 21(a)(1l) through (6)
above.

Lender shall not be required to denpnstrate any actual inmpairment of its
security or any increased risk of default in order to exercise any of its
renedies with respect to an Event of Default under this Section 21

(b) The occurrence of any of the follow ng events shall not constitute

an Event of Default under this Instrument, notw thstandi ng any provision of
Section 21(a) to the contrary:
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(1)
(2)

(3)

(4)

(5)

(6)

(c) Lender

a Transfer to which Lender has consent ed;

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

the grant of a | easehold interest in an individual dwelling
unit for a termof two years or |ess not containing an
option to purchase

a Transfer of obsolete or worn out Personalty or Fixtures

t hat are contenporaneously replaced by itens of equal or
better function and quality, which are free of I|iens,
encunbrances and security interests other than those created
by the Loan Documents or consented to by Lender

the grant of an easement, if before the grant Lender

determ nes that the easement will not materially affect the
operation or value of the Mdirtgaged Property or Lender's
interest in the Mortgaged Property, and Borrower pays to
Lender, upon demand, all costs and expenses incurred by
Lender in connection with review ng Borrower's request; and

the creation of a mechanic's, material man's, or judgment
lien agai nst the Mdrtgaged Property which is rel eased of
record or otherw se renedied to Lender's satisfaction within
30 days of the date of creation.

shal |l consent, one time only and w t hout any adjustnent to

the rate at which the Indebtedness secured by this Instrument bears interest,
to a Transfer that would otherwi se violate this Section 21 if, prior to the

Transfer, Borrower

(1)

(2)

has satisfied each of the foll ow ng requirenents:
the submi ssion to Lender of all information required by
Lender to nake the determi nation required by this Section
21(c);

t he absence of any Event of Default;
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the transferee nmeets all of the eligibility, credit,
management and ot her standards (including but not linmted to
any standards with respect to previous rel ationships between
Lender and the transferee and the organi zation of the
transferee) customarily applied by Lender at the tine of the
proposed Transfer to the approval of borrowers in connection
with the origination or purchase of similar nortgages on
multifam ly properties;

the Mortgaged Property, at the time of the proposed
Transfer, nmeets all standards as to its physical condition
that are custonmarily applied by Lender at the tine of the
proposed Transfer to the approval of properties in
connection with the origination or purchase of simlar
nortgages on nultifamly properties;

the loan to value ratio at the tinme of the proposed Transfer
is 70%or less ("loan to value ratio" means the ratio of (A)
t he out standi ng principal balance of the | ndebtedness to (B)
t he value of the Mortgaged Property, as determ ned by
Lender, expressed as a percentage);

t he debt service coverage ratio for the last twelve ful
nont hs precedi ng the proposed Transfer was 1.35 or nore
("debt service coverage ratio" neans the ratio of (A) the
annual net operating incone fromthe Mrtgaged Property's
operations during that nonth which is avail able for
repaynent of debt, after deducting operating expenses, to
(B) the annual principal and interest payable under the
Not e); and

in the case of a Transfer of all or any part of the

Mort gaged Property, (A) the execution by the transferee of
an assunption agreenment that is acceptable to Lender and
that, among other things, requires the transferee to perform
all obligations of Borrower set forth in the Note, this

I nstrunent and any other Loan Docunents, and nay require
that the transferee conply with any provisions of this

I nstrunment or any ot her Loan Docunent which previously nmay
have been wai ved by Lender, and (B) if a guaranty has been
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(8)

(9)

executed and delivered in connection with the Note, this
I nstrunment or any of the other Loan Docunents, the
transferee causes one or nore individuals or entities
acceptable to Lender to execute and deliver to Lender a
guaranty in a form acceptable to Lender

in the case of a Transfer of any interest in a Controlling
Entity, if a guaranty has been executed and delivered in
connection with the Note, this Instrument or any of the

ot her Loan Docunents, the Borrower causes one or nore

i ndividuals or entities acceptable to Lender to execute and
deliver to Lender a guaranty in a form acceptable to Lender
and

Lender's receipt of all of the foll ow ng:

(A areviewfee in the amount of $

(B) a transfer fee in an anpbunt equal to % of the
unpai d principal balance of the | ndebtedness
i medi ately before the applicable Transfer; and

(O t he amount of Lender's out-of -pocket costs (including
reasonabl e attorneys' fees) incurred in review ng the
Transfer request.

21. TRANSFERS OF THE MORTGAGED PROPERTY OR | NTERESTS | N BORROVER
[RIGHT TO UNLI M TED TRANSFERS -- W TH LENDER APPROVAL] .

(a) The occurrence of any of the follow ng events shall constitute an

Event of Default

(1)

(2)

(3)

under this Instrunent:

a Transfer of all or any part of the Mrtgaged Property or
any interest in the Mrtgaged Property;

if Borrower is a limted partnership, a Transfer of (A) any
general partnership interest, or (B) limted partnership
interests in Borrower that would cause the Initial Owmers of
Borrower to own less than 51%of all linted partnership
interests in Borrower;

if Borrower is a general partnership or a joint venture, a
Transfer of any general partnership or joint venture
interest in Borrower;
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(4) if Borrower is alimted liability conpany, a Transfer of

(A) any nenbership interest in Borrower which would cause
the Initial Omers to own [ess than 51% of all the
menbership interests in Borrower, or (B) any menbership or
other interest of a manager in Borrower;

(5) if Borrower is a corporation, (A) the Transfer of any voting
stock in Borrower which would cause the Initial Oaners to
own | ess than 51% of any class of voting stock in Borrower
or (B) if the outstanding voting stock in Borrower is held
by 100 or nore sharehol ders, one or nore transfers by a
single transferor within a 12-nonth period affecting an
aggregate of 5% or nore of that stock

(6) if Borrower is a trust, (A) a Transfer of any beneficia
interest in Borrower which would cause the Initial Omers to
own | ess than 51% of all the beneficial interests in
Borrower, or (B) the termination or revocation of the trust,
or (C) the rempval, appointment or substitution of a trustee
of Borrower; and

(7) a Transfer of any interest in a Controlling Entity which, if
such Controlling Entity were Borrower, would result in an
Event of Default under any of Sections 21(a)(1l) through (6)
above.

Lender shall not be required to denpnstrate any actual inmpairment of its
security or any increased risk of default in order to exercise any of its
renedies with respect to an Event of Default under this Section 21

(b) The occurrence of any of the follow ng events shall not constitute
an Event of Default under this Instrument, notw thstandi ng any provision of
Section 21(a) to the contrary:

(1) a Transfer to which Lender has consented;

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

(3) the grant of a | easehold interest in an individual dwelling

unit for a termof two years or |ess not containing an
option to purchase
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(4)
(5)
(6)

(c) Lender

a Transfer of obsolete or worn out Personalty or Fixtures

t hat are contenporaneously replaced by itens of equal or
better function and quality, which are free of I|iens,
encunbrances and security interests other than those created
by the Loan Documents or consented to by Lender

the grant of an easement, if before the grant Lender

determ nes that the easenment will not materially affect the
operation or value of the Mdirtgaged Property or Lender's
interest in the Mortgaged Property, and Borrower pays to
Lender, upon demand, all costs and expenses incurred by
Lender in connection with review ng Borrower's request; and

the creation of a mechanic's, material man's, or judgnent

[ ien agai nst the Mrtgaged Property which is rel eased of
record or otherw se renedied to Lender's satisfaction within
30 days of the date of creation.

shal | consent, w thout any adjustnment to the rate at which

t he I ndebt edness secured by this Instrument bears interest or to any other
econonic terms of the Indebtedness, to a Transfer that would otherw se violate
this Section 21 if, prior to the Transfer, Borrower has satisfied each of the
foll owi ng requirenents:

(1)

(2)
(3)

t he submi ssion to Lender of all information required by
Lender to nake the determi nation required by this Section
21(c);

t he absence of any Event of Default;

the transferee nmeets all of the eligibility, credit,
management and ot her standards (including but not linted to
any standards with respect to previous rel ationships between
Lender and the transferee and the organi zation of the
transferee) customarily applied by Lender at the tine of the
proposed Transfer to the approval of borrowers in connection
with the origination or purchase of similar nortgages on
multifam ly properties;
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(4) the Mortgaged Property, at the time of the proposed
Transfer, nmeets all standards as to its physical condition
that are custonmarily applied by Lender at the tine of the
proposed Transfer to the approval of properties in
connection with the origination or purchase of simlar
nortgages on nultifamly properties;

(5) in the case of a Transfer of all or any part of the
Mort gaged Property, (A) the execution by the transferee of
an assunption agreenment that is acceptable to Lender and
that, among other things, requires the transferee to perform
all obligations of Borrower set forth in the Note, this
I nstrunment and any other Loan Docunents, and nay require
that the transferee conply with any provisions of this
I nstrunment or any other Loan Docunent which previously nmay
have been wai ved by Lender, and (B) if a guaranty has been
executed and delivered in connection with the Note, this
I nstrument or any of the other Loan Docunents, the
transferee causes one or nore individuals or entities
acceptable to Lender to execute and deliver to Lender a
guaranty in a form acceptable to Lender

(6) in the case of a Transfer of any interest in a Controlling
Entity, if a guaranty has been executed and delivered in
connection with the Note, this Instrument or any of the
ot her Loan Docunents, the Borrower causes one or nore
i ndividuals or entities acceptable to Lender to execute and
deliver to Lender a guaranty in a form acceptable to Lender
and

(7) Lender's receipt of all of the foll ow ng:

(A areviewfee in the amount of $

(B) a transfer fee in an anpbunt equal to % of the
unpai d principal balance of the |Indebtedness
i medi ately before the applicable Transfer; and

(O t he amount of Lender's out-of -pocket costs (including

reasonabl e attorneys' fees) incurred in review ng the
Transfer request.
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22. EVENTS OF DEFAULT. The occurrence of any one or nore of the

followi ng shall constitute an Event of Default under this Instrument:

(a) any failure by Borrower to pay or deposit when due any anopunt
required by the Note, this Instrument or any other Loan Docunent;

(b) any failure by Borrower to maintain the insurance coverage
requi red by Section 19;

(c) any failure by Borrower to conply with the provisions of
Section 33;
(d) fraud or material msrepresentation or material om ssion by

Borrower, any of its officers, directors, trustees, general partners or
managers or any guarantor in connection with (A) the application for or
creation of the |Indebtedness, (B) any financial statement, rent roll, or other
report or information provided to Lender during the term of the |ndebtedness,
or (C) any request for Lender's consent to any proposed action, including a
request for disbursement of funds under any Coll ateral Agreenent;

(e) any Event of Default under Section 21

(f) t he comrencenent of a forfeiture action or proceedi ng, whether
civil or crimnal, which, in Lender's reasonable judgnent, could result in a
forfeiture of the Mdirtgaged Property or otherwise materially inmpair the lien
created by this Instrunent or Lender's interest in the Mrtgaged Property;

(9) any failure by Borrower to performany of its obligations under
this Instrunent (other than those specified in Sections 22(a) through (f)), as
and when required, which continues for a period of 30 days after notice of
such failure by Lender to Borrower. However, no such notice or grace period
shall apply in the case of any such failure which could, in Lender's judgment,
absent i mMmedi ate exercise by Lender of a right or remedy under this
Instrunment, result in harmto Lender, inpairnment of the Note or this
I nstrunment or any other security given under any other Loan Docunent;

(h) any failure by Borrower to performany of its obligations as and
when required under any Loan Document other than this Instrunent which
conti nues beyond the applicable cure period, if any, specified in that Loan
Docunent ;
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(1) any exercise by the hol der of any debt instrument secured by a

nort gage, deed of trust or deed to secure debt on the Mrtgaged Property of a
right to declare all anmounts due under that debt instrunment imediately due
and payabl e; and

(j) Borrower voluntarily files for bankruptcy protection under the
United States Bankruptcy Code or voluntarily becones subject to any
reorgani zati on, receivership, insolvency proceeding or other simlar
proceedi ng pursuant to any other federal or state |aw affecting debtor and
creditor rights, or an involuntary case is commenced agai nst Borrower by any
creditor (other than Lender) of Borrower pursuant to the United States
Bankruptcy Code or other federal or state | aw affecting debtor and creditor
rights and is not disnissed or discharged within 60 days after filing.

23. REMEDI ES CUMJLATI VE. Each right and renedy provided in this
Instrument is distinct fromall other rights or renedies under this Instrunent
or any other Loan Docunent or afforded by applicable |aw, and each shall be
cunmul ative and may be exercised concurrently, independently, or successively,
in any order.

24, FORBEARANCE

(a) Lender may (but shall not be obligated to) agree with Borrower,
fromtime to time, and without giving notice to, or obtaining the consent of,
or having any effect upon the obligations of, any guarantor or other third
party obligor, to take any of the follow ng actions: extend the tine for
paynment of all or any part of the Indebtedness; reduce the paynents due under
this Instrunent, the Note, or any other Loan Docunent; rel ease anyone liable
for the paynent of any ampunts under this Instrunent, the Note, or any other
Loan Docurent; accept a renewal of the Note; nmodify the ternms and tinme of
paynment of the Indebtedness; join in any extension or subordination agreenent;
rel ease any Mortgaged Property; take or release other or additional security;
nodify the rate of interest or period of anortization of the Note or change
t he amount of the nmonthly installments payable under the Note; and ot herw se
nmodi fy this Instrunent, the Note, or any other Loan Document.

(b) Any forbearance by Lender in exercising any right or renedy under
the Note, this Instrument, or any other Loan Document or otherw se afforded by
applicable law, shall not be a waiver of or preclude the exercise of any right
or remedy. The acceptance by Lender of payment of all or any part of the
I ndebt edness after the due date of such payment, or in an amount which is | ess
than the required payment, shall not be a waiver of Lender's right to require
pronmpt paynent when due of al
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ot her paynents on account of the Indebtedness or to exercise any renedies for
any failure to make pronpt paynent. Enforcenent by Lender of any security for
t he I ndebt edness shall not constitute an election by Lender of remedies so as
to preclude the exercise of any other right available to Lender. Lender's
recei pt of any awards or proceeds under Sections 19 and 20 shall not operate
to cure or waive any Event of Default.

25. LOAN CHARGES. If any applicable law liniting the amunt of
interest or other charges pernmitted to be collected fromBorrower is
interpreted so that any charge provided for in any Loan Docunent, whet her
consi dered separately or together with other charges levied in connection with
any other Loan Docurent, violates that |aw, and Borrower is entitled to the
benefit of that |law, that charge is hereby reduced to the extent necessary to
elimnate that violation. The amounts, if any, previously paid to Lender in
excess of the permtted anpbunts shall be applied by Lender to reduce the
principal of the Indebtedness. For the purpose of determ ning whether any
applicable law limting the amount of interest or other charges pernitted to
be collected from Borrower has been violated, all |ndebtedness which
constitutes interest, as well as all other charges levied in connection with
t he I ndebt edness which constitute interest, shall be deenmed to be allocated
and spread over the stated termof the Note. Unless otherw se required by
applicable law, such allocation and spreading shall be effected in such a
manner that the rate of interest so computed is uniformthroughout the stated
termof the Note.

26. WAl VER OF STATUTE OF LI M TATI ONS. Borrower hereby waives the
right to assert any statute of limtations as a bar to the enforcement of the
l[ien of this Instrument or to any action brought to enforce any Loan Docunent.

27. WAl VER OF MARSHALLI NG Notwi t hstandi ng the exi stence of any ot her
security interests in the Mrtgaged Property held by Lender or by any ot her
party, Lender shall have the right to determine the order in which any or al
of the Mortgaged Property shall be subjected to the renedies provided in this
Instrunment, the Note, any other Loan Document or applicable |law. Lender shal
have the right to determine the order in which any or all portions of the
I ndebt edness are satisfied fromthe proceeds realized upon the exercise of
such remedi es. Borrower and any party who now or in the future acquires a
security interest in the Mortgaged Property and who has actual or constructive
notice of this Instrunent waives any and all right to require the marshalling
of assets or to require that any of the Mdrtgaged Property be sold in the
i nverse order of alienation or that any of the Mdrtgaged Property be sold in
parcels or as an entirety in connection with the exercise of any of the
renedies permitted by applicable law or provided in this Instrument.
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28. FURTHER ASSURANCES. Borrower shall execute, acknow edge, and

deliver, at its sole cost and expense, all further acts, deeds, conveyances,
assi gnments, estoppel certificates, financing statenents, transfers and
assurances as Lender may require fromtime to time in order to better assure,
grant, and convey to Lender the rights intended to be granted, now or in the
future, to Lender under this Instrument and the Loan Docunents.

29. ESTOPPEL CERTI FI CATE. Wthin 10 days after a request from Lender
Borrower shall deliver to Lender a witten statement, signed and acknow edged
by Borrower, certifying to Lender or any person designated by Lender, as of
t he date of such statenent, (i) that the Loan Docunents are unnodified and in
full force and effect (or, if there have been nodifications, that the Loan
Docurents are in full force and effect as nodified and setting forth such
nmodi fications); (ii) the unpaid principal balance of the Note; (iii) the date
to which interest under the Note has been paid; (iv) that Borrower is not in
default in paying the Indebtedness or in perform ng or observing any of the
covenants or agreements contained in this Instrument or any of the other Loan
Docurents (or, if the Borrower is in default, describing such default in
reasonabl e detail); (v) whether or not there are then existing any setoffs or
def enses known to Borrower against the enforcenent of any right or renmedy of
Lender under the Loan Docunents; and (vi) any additional facts requested by
Lender.

30. GOVERNI NG LAW CONSENT TO JURI SDI CTI ON AND VENUE.

(a) This I nstrunent, and any Loan Document which does not itself
expressly identify the lawthat is to apply to it, shall be governed by the
laws of the jurisdiction in which the Land is located (the "Property
Jurisdiction").

(b) Borrower agrees that any controversy arising under or in relation
to the Note, this Instrunent, or any other Loan Docurment shall be litigated
exclusively in the Property Jurisdiction. The state and federal courts and
authorities with jurisdiction in the Property Jurisdiction shall have
exclusive jurisdiction over all controversies which shall arise under or in
relation to the Note, any security for the |Indebtedness, or any other Loan
Docurrent. Borrower irrevocably consents to service, jurisdiction, and venue
of such courts for any such litigation and wai ves any other venue to which it
m ght be entitled by virtue of domi cile, habitual residence or otherw se.
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31. NOTI CE
(a) Al'l notices, demands and ot her comunications ("notice") under or

concerning this Instrunent shall be in witing. Each notice shall be
addressed to the intended recipient at its address set forth in this
Instrunment, and shall be deemed given on the earliest to occur of (1) the date
when the notice is received by the addressee; (2) the first Business Day after
the notice is delivered to a recognized overni ght courier service, with
arrangenents made for paynent of charges for next Business Day delivery; or
(3) the third Business Day after the notice is deposited in the United States
mail with postage prepaid, certified mail, return receipt requested. As used
in this Section 31, the term "Busi ness Day" neans any day other than a

Sat urday, a Sunday or any ot her day on which Lender is not open for business.

(b) Any party to this Instrunent nay change the address to which
notices intended for it are to be directed by neans of notice given to the
other party in accordance with this Section 31. Each party agrees that it
will not refuse or reject delivery of any notice given in accordance with this
Section 31, that it will acknow edge, in witing, the receipt of any notice
upon request by the other party and that any notice rejected or refused by it
shal | be deemed for purposes of this Section 31 to have been received by the
rejecting party on the date so refused or rejected, as conclusively
established by the records of the U S. Postal Service or the courier service.

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

32. SALE OF NOTE; CHANGE IN SERVICER. The Note or a partial interest
in the Note (together with this Instrument and the other Loan Documents) nay
be sold one or nore times without prior notice to Borrower. A sale may result
in a change of the Loan Servicer. There also may be one or nore changes of

the Loan Servicer unrelated to a sale of the Note. |If there is a change of
the Loan Servicer, Borrower will be given notice of the change.
33. SINGLE ASSET BORROAER. Until the Indebtedness is paid in full

Borrower (a) shall not acquire any real or personal property other than the
Mort gaged Property and personal property related to the operation and

mai nt enance of the Mortgaged Property; (b) shall not operate any business
ot her than the managenment and operation of the Mirtgaged Property; and (c)
shall not maintain its assets in a way difficult to segregate and identify.
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34. SUCCESSORS AND ASSI GNS BOUND. This Instrunent shall bind, and the
rights granted by this Instrunent shall inure to, the respective successors

and assigns of Lender and Borrower. However, a Transfer not pernmtted by
Section 21 shall be an Event of Default.

35. JO NT AND SEVERAL LIABILITY. |If nore than one person or entity
signs this Instrunent as Borrower, the obligations of such persons and
entities shall be joint and several

36. RELATI ONSHI P OF PARTI ES; NO THI RD PARTY BENEFI ClI ARY.

(a) The rel ati onshi p between Lender and Borrower shall be solely that
of creditor and debtor, respectively, and nothing contained in this Instrument
shal |l create any other relationship between Lender and Borrower.

(b) No creditor of any party to this Instrunent and no other person
shall be a third party beneficiary of this Instrument or any other Loan
Docurrent. Wthout linmiting the generality of the preceding sentence, (1) any
arrangenent (a "Servicing Arrangenent") between the Lender and any Loan
Servicer for |oss sharing or interimadvancenent of funds shall constitute a
contractual obligation of such Loan Servicer that is independent of the
obligation of Borrower for the payment of the Indebtedness, (2) Borrower shal
not be a third party beneficiary of any Servicing Arrangenent, and (3) no
paynment by the Loan Servicer under any Servicing Arrangement will reduce the
amount of the Indebtedness.

37. SEVERABI LI TY; AVMENDMENTS. The invalidity or unenforceability of
any provision of this Instrunent shall not affect the validity or
enforceability of any other provision, and all other provisions shall remain
in full force and effect. This Instrument contains the entire agreenent
among the parties as to the rights granted and the obligations assuned in
this Instrunent. This Instrument may not be anmended or nodified except by a
witing signed by the party agai nst whom enforcenent is sought; provided,
however, that in the event of a Transfer, any or some or all of the
Modi fications to Instrunent set forth in Exhibit B (if any) nay be nodified
or rendered void by Lender at Lender’s option by notice to
Borrower/transferee.

(01-23-02) PN 340



RD | nstructi on 2000- COO

Exhi bit A
Page 86
38. CONSTRUCTI ON.  The captions and headi ngs of the sections of this

Instrunment are for conveni ence only and shall be disregarded in construing
this Instrunent. Any reference in this Instrunent to an "Exhibit" or a
"Section" shall, unless otherwi se explicitly provided, be construed as
referring, respectively, to an Exhibit attached to this Instrument or to a
Section of this Instrument. Al Exhibits attached to or referred to in this
Instrunent are incorporated by reference into this Instrument. Any reference
inthis Instrument to a statute or regulation shall be construed as referring
to that statute or regulation as amended fromtine to tine. Use of the
singular in this Agreenent includes the plural and use of the plural includes
the singular. As used in this Instrunent, the term"including" neans
"including, but not limted to."

39. LOAN SERVICING Al actions regarding the servicing of the | oan
evi denced by the Note, including the collection of paynents, the giving and
recei pt of notice, inspections of the Property, inspections of books and
records, and the granting of consents and approvals, may be taken by the Loan
Servicer unless Borrower receives notice to the contrary. |f Borrower
receives conflicting notices regarding the identity of the Loan Servicer or
any other subject, any such notice from Lender shall govern.

40. DI SCLOSURE OF | NFORMATI ON.  Lender may furnish information
regardi ng Borrower or the Mortgaged Property to third parties with an existing
or prospective interest in the servicing, enforcenent, evaluation
performance, purchase or securitization of the |Indebtedness, including but not
limted to trustees, master servicers, special servicers, rating agencies, and
organi zati ons mai nt ai ni ng dat abases on the underwiting and performance of
multifam |y nortgage | oans. Borrower irrevocably waives any and all rights it
may have under applicable aw to prohibit such disclosure, including but not
limted to any right of privacy.

41. NO CHANGE | N FACTS OR CI RCUMSTANCES. All information in the
application for the loan subnitted to Lender (the "Loan Application") and in
all financial statements, rent rolls, reports, certificates and other
docunents submitted in connection with the Loan Application are conplete and
accurate in all material respects. There has been no material adverse change
in any fact or circunmstance that woul d nake any such information inconplete or
i naccur at e.
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42. SUBROGATION. If, and to the extent that, the proceeds of the | oan
evi denced by the Note are used to pay, satisfy or discharge any obligation of
Borrower for the payment of noney that is secured by a pre-existing nortgage,
deed of trust or other lien encunbering the Mrtgaged Property (a "Prior
Lien"), such | oan proceeds shall be deened to have been advanced by Lender at
Borrower's request, and Lender shall automatically, and wi thout further action
on its part, be subrogated to the rights, including lien priority, of the
owner or hol der of the obligation secured by the Prior Lien, whether or not
the Prior Lien is rel eased.

43. ACCELERATI ON; REMEDIES. At any tine during the existence of an
Event of Default, Lender, at Lender’s option, may declare the |Indebtedness to
be i medi ately due and payabl e wi thout further denand, and may invoke the
power of sale and any other remedies permitted by Virginia | aw or provided in
this Instrunent or in any other Loan Document. Borrower acknow edges that the
power of sale granted by this Instrunent may be exercised by Lender wi thout
prior judicial hearing. Borrower has the right to bring an action to assert
that an Event of Default does not exist or to raise any other defense Borrower
may have to acceleration and sale. Lender shall be entitled to collect al
costs and expenses incurred in pursuing such remedies, including attorneys’
fees and costs of docunentary evidence, abstracts and title reports.

I f Lender invokes the power of sale, Lender or Trustee shall deliver a
copy of a notice of sale to Borrower in the manner prescribed by Virginia | aw.
Trustee shall give public notice of the sale in the manner prescribed by
Virginia law and shall sell the Mrtgaged Property in accordance with Virginia
aw. Trustee, without demand on Borrower, shall sell the Mortgaged Property
at public auction to the highest bidder at the tinme and pl ace and under the
terms designated in the notice of sale in one or nore parcels and in such
order as Trustee nmay determine. Trustee nay postpone the sale of all or any
part of the Mrtgaged Property by public announcenent at the time and pl ace of
any previously schedul ed sale or by advertising in accordance with Virginia
law. Lender or Lender’s designee may purchase the Mrtgaged Property at any
sal e.

Trustee shall deliver to the purchaser at the sale, within a reasonable
time after the sale, a deed conveying the Mrtgaged Property so sold with
special warranty of title. The recitals in Trustee's deed shall be prinma
facie evidence of the truth of the statements nade in the recitals. Trustee
shall apply the proceeds of the sale in the following order: (a) to all costs
and expenses of the sale, including Trustee's fees not to exceed 5% of the
gross sale price, attorneys’ fees and costs of title evidence; (b) to the
di scharge of all Taxes, if any, as provided by Virginia law, (c) to the
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I ndebt edness in such order as Lender, in Lender’s discretion, directs; and (d)
the excess, if any, to the person or persons legally entitled to the excess,
including, if any, the holders of liens inferior to this Instrument in the
order of their priority, provided that Trustee has actual notice of such
liens. Trustee shall not be required to take possession of the Mrtgaged
Property before the sale or to deliver possession of the Mrtgaged Property to
t he purchaser at the sale.

44. RELEASE. Upon paynent of the |ndebtedness, Lender shall request
Trustee to release this Instrunent and shall deliver the Note to Trustee.
Trustee shall release this Instrument. Borrower shall pay Trustee's
reasonabl e costs incurred in releasing this Instrument.

45. SUBSTI TUTE TRUSTEE. Lender may fromtime to time, in Lender’s
di scretion, renmove Trustee and appoint a successor trustee to any Trustee
appoi nted under this Instrument. Wthout conveyance of the Mortgaged
Property, the successor trustee shall succeed to all the title, power and
duties conferred upon the predecessor Trustee and by applicable | aw.

46. STATUTORY PROVI SI ONS. The foll owi ng provisions of Section 55-60,
Code of Virginia (1950), as anmended, are nade applicable to this Instrument:

Exenpti ons wai ved

Subj ect to all upon default
Renewal or extension pernitted
Substitution of trustee permtted
Any trustee may act

47. WAl VER OF TRIAL BY JURY. BCORROWER AND LENDER EACH (A) COVENANTS
AND AGREES NOT TO ELECT A TRI AL BY JURY W TH RESPECT TO ANY | SSUE ARI SI NG OUT
OF THI'S | NSTRUMENT OR THE RELATI ONSHI P BETWEEN THE PARTI ES AS BORROWER AND
LENDER THAT IS TRI ABLE OF RIGHT BY A JURY AND (B) WAIVES ANY RIGHT TO TRI AL BY
JURY W TH RESPECT TO SUCH | SSUE TO THE EXTENT THAT ANY SUCH RI GHT EXI STS NOW
OR IN THE FUTURE. TH S WAIVER OF RIGHT TO TRI AL BY JURY | S SEPARATELY G VEN
BY EACH PARTY, KNOW NGLY AND VOLUNTARI LY WTH THE BENEFI T OF COVPETENT LEGAL
COUNSEL.

ATTACHED EXHI BITS. The following Exhibits are attached to this
I nstrument:

| X| Exhi bit A Description of the Land (required).

| _| Exhi bit B Modi fications to | nstrunent
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I N WTNESS WHEREOF, Borrower has signed and delivered this Instrunent or

has caused this Instrument to be signed and delivered by its duly authorized
representative.

[ SI GNATURES AND ACKNOALEDGVENTS]
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EXH BIT A

[ DESCRI PTI ON OF THE LAND|
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EXH BIT B

MODI FI CATI ONS TO | NSTRUMENT

The followi ng nodifications are nade to the text of the Instrument that
precedes this Exhibit:
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REPLACENMENT RESERVE AGREENMENT
(REVI S| ON DATE 11- 01- 2000)

Thi s REPLACEMENT RESERVE AGREEMENT (" Agreenent") is nade and entered into
as of , , by and between
, a (" Borrower"),
and
("Lender") and its successors and assi gns.

WI TNESSETH

VWHEREAS, Lender has agreed to nake and Borrower has agreed to accept the
Loan, which is to be evidenced by the Note and secured by the Security
I nstrument encunbering the Property described on Exhibit "A" attached to, and
incorporated into, this Agreenent by reference;

VWHEREAS, as a condition to the closing of the Loan, Lender has required
Borrower to establish the Replacenment Reserve Fund at the time of closing for
the funding of Capital Replacenents throughout the Loan term and

VWHEREAS, Lender and Borrower are desirous of reducing to witing all of
their agreements regarding the Repl acenent Reserve Fund.

NOW THEREFORE, for and in consideration of the Loan, the nutual pron ses
and covenants herein contained, and other good and val uabl e consi deration, the
recei pt and sufficiency of which are hereby acknow edged, Lender and Borrower
agree as follows:

1. Definitions. The following ternms used in this Agreenment shall have the
nmeani ngs set forth below in this Paragraph 1:

(a) "Capital Replacenment” neans the replacenent of those itens |listed
on Exhibit "B" of this Agreenent and such other replacenments as nay
be approved in witing or required by Lender.

(b) "Di sbursenent Period" nmeans the interval between disbursenents from
t he Repl acement Reserve Fund, which interval shall be no shorter
than once a
[sel ect applicable period and initial beside selected period]
Lender and Borrower initials:
nont h /
quarter. /




(c)
(d)

(e)

(f)

(9)

(h)

(i)

(i)

(k)
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"Jurisdiction" nmeans the State in which the Property is |ocated.

"Loan" nmeans the loan from Lender to Borrower in the original
princi pal amount of

Dol lars ($ ), as evidenced by the
Not e and secured by the Security Instrunent.

"Loan Docunents" means, collectively, the Note, Security
Instrunent and all other instruments and docunents executed in
connection with the Loan.

"M ni mum Di sbur senent Request Anobunt" neans
Dol lars ($ ).

"Note" rmeans the prom ssory note from Borrower to Lender
evi denci ng the Loan.

"Property" rmeans the real property described on Exhibit "A" of
t hi s Agreenent.

"Repl acement Reserve Deposit" neans the initial deposit in the
anmount of

Dol lars ($ ) made as of the date of this
Agreenent, together with the sum of
Dol lars ($ ) per nonth to be deposited into the

Repl acenent Reserve Fund, as such nonthly deposit amount nay
increase fromtinme to time in accordance with the schedul e attached
to this Agreenent as Exhibit "C'.

"Repl acenment Reserve Fund" neans the account established pursuant
to this Agreenent to defray the costs of Capital Repl acenents.

"Security Instrument” means the nortgage, deed of trust, deed to
secure debt, or other similar security instrunent encunbering the
Property and securing Borrower's performance of its Loan

obl i gati ons.
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Repl acenent Reserve Fund

(a)

(b)

(c)

Establishrment: Funding. Upon the closing of the Loan, the parties
shall establish the Repl acenent Reserve Fund and, if required by
Lender, Borrower shall pay to Lender for deposit into the

Repl acenent Reserve Fund, the amount of the initial Replacenent
Reserve Deposit. Commencing on the date the first installnment of
principal and/or interest is due under the Note and continui ng on
the sanme day of each successive nonth during the Loan term
Borrower shall pay to Lender for deposit into the Repl acenent
Reserve Fund the nonthly Repl acenent Reserve Deposit, together with
its regular monthly payments of principal and interest as required
by the Note and Security Instrunment. The Repl acenent Reserve Fund
shall be nmaintai ned and governed in accordance with this Agreenent.

Invest ment of Deposits. Borrower and Lender agree that all noneys
deposited into the Replacement Reserve Fund shall be held by Lender
in an interest bearing account, and any interest earned on such
noneys shall be added to the principal bal ance of the Repl acenent
Reserve Fund and di sbursed in accordance with the provisions of
this Agreement. Lender shall not be responsible for any |osses
resulting frominvestnent of noneys in the Replacenent Reserve Fund
or for obtaining any specific |evel or percentage of earnings on
such investnent. Lender shall be entitled to deduct fromthe

Repl acenent Reserve Fund a one time fee for establishing the

Repl acenent Reserve Fund in an amount not to exceed $

Use. Subject to the pledge and security interest and other rights
of Lender set forth in this Agreement, the Replacenent Reserve Fund
shall be maintained for the paynent of the costs of the Capita

Repl acenents identified on Exhibit B attached to this Agreement.

[del ete the followi ng subsection (d) if the Commtment requires inmediate
nmont hly deposits to the Replacenent Reserve Fund]

(d)

Deferral of Deposits. Notw thstanding subsections 2(a)

t hrough (c) above, Lender defers its right to require Borrower to
make the nmonthly Repl acement Reserve Deposit. Lender, however,
reserves the right to require, in its reasonable discretion and
upon written notice to Borrower, at any tinme and fromtime to
time, that Borrower begin making the nonthly Replacement Reserve
Deposit upon the occurrence of any of the follow ng events:




(1)
(2)
(3)
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Borrower’s default under the Note, Security Instrunment, or any

ot her docunent delivered in connection with the Loan, or

t he occurrence of a Transfer which is prohibited under the terns
of the Security Instrunment or which requires Lender’s consent, or
Borrower’s failure to maintain the Property in a satisfactory
manner and/or in accordance with the requirenents of the Security
I nstrument .

3. D sbur senents.

(a)

(i)

(ii)

(b)

(01- 23- 02)

Requests for Di sbursenent. Lender shall disburse funds fromthe
Repl acenent Reserve Fund, in its sole discretion, as follows:

Borrower's Request. |If Borrower determnes, at any tine or from
time to time, that a Capital Replacenent is necessary or desirable,
Borrower shall performsuch Capital Replacenent and request from
Lender, in witing, reinbursenent for such Capital Repl acenent.
Borrower's request for reinbursenent shall include (A) a detail ed
description of the Capital Replacenment performed, together wth

evi dence, satisfactory to Lender, that the cost of such Capita

Repl acenent has been paid and (B) lien waivers fromeach contractor
and material supplier supplying |abor or materials for such Capita
Repl acenent, if required by Lender.

Lender's Request. |If Lender shall deternmine, at any time or from
time to time, that Capital Replacenents are necessary or desirable,
it shall so notify Borrower, in witing, requesting that Borrower
obtain and submit to Lender bids for all labor and materials
required in connection with such Capital Replacenment. Borrower
shall submit such bids and a tinme schedule for conpleting each
Capital Replacenment to Lender within thirty (30) days after
Borrower's recei pt of Lender's notice.

Conditions Precedent. D sbursenent fromthe Replacement Reserve
Fund shall be nade no nore frequently than once every Di sbursenent
Peri od and, except for the final disbursenment, no disbursenent
shall be nmade in an anmount |ess than the M ni num Di sbursenent
Request Amount. Disbursenents shall be nade only if the follow ng
condi tions precedent have been satisfied, as reasonably determn ned
by Lender:
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(i) Paynment for Capital Replacenent. The Capital Replacenment has been
performed and/or installed on the Property in a good and
wor kmanl i ke manner with suitable materials (or in the case of a
partial disbursement, performed and/or installed on the Property to
an acceptabl e stage) and paid for by Borrower as evidenced by
copies of all applicable paid invoices or bills subnmtted to Lender
by Borrower at the tine Borrower requests disbursenent fromthe
Repl acenent Reserve Fund

(ii) No Default. There shall exist no condition, event or act which
woul d constitute a default (with or wi thout notice and/or |apse of
time) under this Agreement or any other Loan Docunent.

(iii) Representations and Warranties. Al representations and warranties
of Borrower set forth in this Agreenent and in the Loan Docunents
are true.

(iv) Continuing Conpliance. Borrower shall be in full conpliance with
the provisions of this Agreenment, the other Loan Docunments and any
request or demand by Lender permitted hereby.

(v) No Lien daim No lien or claimbased on furnishing | abor or
materi al s has been filed or asserted against the Property or the
| rproverments, unl ess Borrower has properly provided bond or other
security against loss in accordance with applicable | aw.

(vi) Approvals. Al licenses, permts, and approvals of governmenta
authorities required for the Capital Replacenent as conpleted to
the applicabl e stage have been obtai ned

(vii) Legal Conpliance. The Capital Replacenent as conpleted to the
appl i cabl e stage does not violate any | aws, ordinance, rules or
regul ations, or building lines or restrictions applicable to the
Property.

4. Right to Conplete Capital Replacenents. |f Borrower abandons or fails to
proceed diligently with and conplete any Capital Replacenment in a tinely
fashion or is otherw se in default under this Agreenent, Lender shal
have the right (but not the obligation) to enter upon the Property and
t ake over and cause the conpletion of such Capital Replacenent. Any
contracts entered into or indebtedness incurred upon the exercise of such
right may be in the nane of Borrower, and Lender is hereby irrevocably
appoi nted the attorney in fact of Borrower, such appoi ntnent being
coupled with an interest, to enter into such contracts, incur such
obligations, enforce any contracts or agreenents made by or on behal f of
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Borrower (including the prosecution and defense of all actions and
proceedi ngs in connection with the Capital Replacenent and the paynent,
settl ement or conpronmise of all bills and clainms for materials and work
performed in connection with the Capital Replacenent) and do any and al

t hi ngs necessary or proper to conplete any Capital Replacenent including
signing Borrower's name to any contracts and docunents as may be deened
necessary by Lender. 1In no event shall Lender be required to expend its
own funds to conplete any Capital Replacement, but Lender may, inits
sol e discretion, advance such funds. Any funds advanced shall be added
to the outstandi ng bal ance of the Loan, secured by the Security

I nstrument and payabl e to Lender by Borrower in accordance with the
provisions of the Security Instrunment pertaining to the protection of
Lender's security and advances nmade by Lender. Borrower waives any and
all clainms it may have against Lender for nmaterials used, work performed
or resultant damage to the Property.

5. I nspection. Lender or any representative of Lender may periodically
i nspect any Capital Replacenent in process and upon conpletion during
nor mal busi ness hours or at any other reasonable tine. Lender shall be
entitled to deduct fromthe Repl acenent Reserve Fund reasonable fees for
perform ng any such inspection, which fee shall not exceed $
per inspection. |If Lender, in its sole discretion, retains a
pr of essi onal inspection engineer or other qualified third party to
i nspect any Capital Replacenent, Lender also shall be entitled to deduct
fromthe Repl acenent Reserve Fund an anount sufficient to pay al
reasonabl e fees and expenses charged by such third party inspector.

6. Insufficient Account. |If Borrower requests disbursenent fromthe
Repl acenent Reserve Fund for a Capital Replacenent in accordance with
this Agreenment in an amount which exceeds the amount on deposit in the
Repl acenent Reserve Fund, Lender shall disburse to Borrower only the
amount on deposit in the Replacenent Reserve Fund. Al additiona
amounts required in connection with any such Capital Replacenment shall be
paid by Borrower from Borrower's own funds.

7. Security Agreenent. Borrower hereby conveys, pledges, transfers and
grants to Lender a security interest pursuant to the Uniform Comercia
Code of the Jurisdiction or any other applicable lawin and to all nobney
in the Repl acenent Reserve Fund, as same may increase or decrease from
time to time, for the purpose of securing Borrower's obligations under
this Agreement and to further secure Borrower's obligations under the
Note, Security Instrunent and other Loan Documents.
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8. Post Default. |If Borrower defaults in the performance of its obligations

10.

11.

under this Agreement or under the Note, Security Instrument or any other
Loan Docunent, Lender and its successors and assigns shall have al
remedi es avail able to themunder Article 9 of the Uniform Commercial Code
of the Jurisdiction and under any other applicable |aw and, in addition,
may retain all nmoney in the Repl acement Reserve Fund, including interest,
and in Lender's discretion, may apply such anounts, w thout restriction
and wi thout any specific order of priority, to the paynent of any and all
i ndebt edness or obligations of Borrower set forth in the Note, Security

I nstrument or any other Loan Docunent, including, but not limted to,
principal, interest, taxes, insurance, reasonable attorneys' fees
actually incurred and/or repairs to the Property.

Termination. |f not sooner terninated by witten concurrence of the
parties, this Agreenment shall termninate upon the payment in full of the
Loan and all indebtedness incurred in connection therewith and upon such

term nation, Lender shall pay to Borrower all funds remaining in the
Repl acenent Reserve Fund

No Anendnent. Nothing contained in this Agreenent shall be construed to
amend, nodify, alter, change or supersede the terms and provisions of the
Note, Security Instrunent or any other Loan Document; and, if there is a
conflict between the terns and provisions of this Agreement and those of
the Note, Security Instrument, or any other Loan Document then the terns
and provisions of the Note, Security Instrunent or such other Loan
Docunent shall control

Rel ease; | ndemity.

(a) Rel ease. Borrower covenants and agrees that, in perform ng any of
its duties under this Agreenent, neither Lender nor its successors
and assigns shall be liable for any | osses, costs or damages which
may be incurred by any of themas a result of such performance,
except for any |osses, costs or damages arising out of the wllful
m sconduct or gross negligence of such party.

(b) Indemmity. Borrower hereby agrees to indemify and hold harnl ess
Lender and its successors and assigns from and agai nst any and all
| osses, clainms, danages, liabilities and expenses incl uding,
without limtation, reasonable attorneys' fees and disbursenents,
whi ch may be inmposed or incurred by any of themin connection with
t his Agreenent.
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Choice of Law. This Agreenment shall be construed and enforced in
accordance with the laws of the Jurisdiction.

Successors and Assigns. Borrower acknow edges and agrees that Lender, at
its option, may assign or otherw se transfer the Loan and any or all Loan
Docunents including, but not limted to, this Agreenent, to other parties
subsequent to the execution of this Agreenent. This Agreenent shall be
bi ndi ng upon the respective successors and assi gns of Borrower and
Lender. Borrower nmay not assign its rights, interests or obligations
under this Agreement without first obtaining Lender's prior witten
consent .

Attorneys' Fees. In the event that Lender or its successors or assigns
shall engage the services of an attorney at law to enforce the provisions
of this Agreenent against Borrower, then Borrower shall pay all costs of
such enforcenent, including any reasonabl e attorneys' fees actually

i ncurred.

Conpliance with Laws; |nsurance Requirenents.

(a) Conpliance with Laws. Al Capital Replacenents shall conply with
all applicable |aws, ordinances, rules and regul ations of all
governnental authorities having jurisdiction over the Property and
appl i cabl e i nsurance requirenents including, without limtation,
appl i cabl e buil ding codes, special use pernmts, environmental
regul ati ons, and requirenments of insurance underwiters.

(b) | nsurance Requirenents. |In addition to any insurance required
under the Loan Docunents, Borrower shall provide or cause to be
provi ded workers' conpensation, builder's risk (if required by
Lender), and public liability insurance and other insurance
requi red under applicable law in connection with any of the Capita
Repl acenents. Al such policies which can be endorsed with
standard nortgage cl auses maki ng | osses payable to Lender or its
assigns shall be so endorsed. The originals of such policies shal
be deposited with Lender.

Renmedi es Cunul ative. In the event of Borrower's default under this
Agreenent, Lender may exercise all or any one or nore of its rights and
remedi es avail abl e under this Agreenent, at law or in equity. Such
rights and remedi es shall be cumul ative and concurrent, and may be
enforced separately, successively or together, and Lender's exercise of
any particular right or remedy shall not in any way prevent Lender from
exerci sing any other right or remedy available to Lender. Lender may
exerci se any such renedies fromtime to tine as often as may be deened
necessary by Lender.
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17. Determi nations by Lender. |n any instance where the consent or approva

18.

19.

20.

of Lender may be given or is required, or where any determnation,
judgnment or decision is to be rendered by Lender under this Agreenent,
the granting, w thholding or denial of such consent or approval and the
rendering of such determ nation, judgnment or decision shall be rmade or
exerci sed by Lender (or its designated representative) at its sole and
exclusive option and in its sole and absol ute discretion.

Conpletion of Capital Replacenents. Lender's disbursenment of noneys from
t he Repl acement Reserve Fund or ot her acknow edgment of conpl etion of any
Capital Replacenent in a manner satisfactory to Lender shall not be
deened a certification by Lender that the Capital Replacenent has been
conpl eted in accordance with applicable building, zoning or other codes,
ordi nances, statutes, |laws, regulations or requirenments of any
governnental authority or agency. Borrower shall at all times have the
sole responsibility for insuring that all Capital Replacenents are

conpl eted in accordance with all such governmental requirenents.

No Agency or Partnership. Nothing contained in this Agreenent shal
constitute Lender as a joint venturer, partner or agent of Borrower, or
render Lender liable for any debts, obligations, acts, om ssions,
representations or contracts of Borrower.

Entire Agreement. This witing, together with references to this
Agreenent contained in the Security Instrument, constitutes the entire
agreenment of the parties relative to the Replacenent Reserve Fund. Any
nodi fication or amendnent of this Agreenent shall be ineffective unless
in witing and signed by Lender and Borrower; provided, however, that in
the event of a Transfer under the ternms of the Security Instrunent, any
or some or all of the Mddifications to Agreenent set forth in Exhibit D
(if any) may be nodified or rendered void by Lender at Lender’s option
by notice to Borrower/transferee.
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ATTACHED EXHI BITS. The following Exhibits are attached to this
Agr eenent :

| X | Exhi bit A Property Description (required)

| X | Exhi bit B Capi tal Replacenents (required)

| X | Exhibit C Repl acenent Reserve Deposit (required)
| | Exhi bit D Modi fications to Agreement

I N WTNESS WHEREOF, the undersigned have executed this Agreement as of the
day and year first above witten.

BORROVER

Borrower's Social Security

or Taxpayer ldentification No. By:
Nare:
Title:

LENDER:

Nane:
Title:
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EXHBITA

Property Description

PACE A-1
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EXHBIT B
Capital Repl acenents
PAGE B-1
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EXHBIT C
Repl acenent Reserve Deposi t
The following amunts shall be paid to Lender by Borrower each nonth in

accordance with the provisions of Paragraph 2(a) for deposit into the
Repl acenent Reserve Fund [delete the following if the Conmmitment requires
i mredi ate funding of the Replacenment Reserve: subject to the provisions of
Par agraph 2(d)]:

From to , $

[conplete the following only if the amount of the Replacenent Reserve Deposit
wi Il change during the loan tern

From : to . $
From : to . $
From : to . $
From : to . $

PACE G 1
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EXHBITD
Modi fications to Agreenent
PAGE D1
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REGULATORY AGREEMENT
THI S AGREEMENT ("Agreenent") is executed as of , 20___ by
and between , a or gani zed
under the laws of the State of ("Borrower") and
, a organi zed under the
| aws of the State of ("Lender")

PRELI M NARY STATEMENT

Borrower has requested that Lender make a | oan to Borrower in the anopunt

of $ (the "Loan") for the construction of the

Apartnments to be located in , on
a site nore particularly described in Exhibit A (the "Property"). The Loan
will be evidenced by a Multifamly Note dated as of , 20,
execut ed by Borrower and payable to Lender (the "Note") and will be secured

by, anobng other things, a Miultifam |y [Mortgage] [Deed of Trust] [Deed to
Secure Debt], Assignnent of Rents and Security Agreement dated as of

, 20 (the "Security Instrunent"), to be recorded in the
| and records of . Borrower and Lender also will enter
into a Replacement Reserve Agreement (the "Repl acenment Reserve Agreenent")
dat ed as of , 20 relating to the establishment and fundi ng

of a reserve for future repairs to and repl acenent of conponents of the
Property.

Lender is agreeable to naking the Loan if the Loan is the subject of a
90% guarantee fromthe United States Secretary of Agriculture, acting through
the United States Departnent of Agriculture, Rural Housing Service ("RHS")
under section 538 of the Housing Act of 1949, 12 U. S.C. section 1490p-2 (the
"RHS Guarantee"). As a condition precedent to providing the Guarantee, RHS
requires that Borrower enter into this Agreenent.

NOW THEREFORE, in consideration of Lender meking the Loan, and of the
mut ual undertaki ngs set forth bel ow, Lender and Borrower agree as follows:

1. Definitions. As used in
this Agreenent, "Lender" neans the entity identified as "Lender" in the
first paragraph of this Instrunent, or any subsequent hol der of the Note. Any
other capitalized ternms that are used in this Agreenent but not defined n this
Agreenent shall have the meanings assigned to them by the Security |nstrunent.

2. Covenants of Borrower.
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Borrower shall do all of the follow ng:

(a) Make all payments due under the Note, all deposits to escrows
required for Inpositions and annual RHS guarantee fees as required
by the Security Instrument and all deposits to the repl acenent
reserve required by the Replacenent Reserve Agreenent of

(b) Mai ntain the Property in good physical and financial condition at
all tinmes.

(c) Mai ntain a conplete set of books and financial records for the
Property, as required by Section 12 of the Security Instrument.

(d) Provi de Lender audited financial statements for each fiscal year
of Borrower as required by Section 12 of the Security Instrument,
and simul taneously provide RHS a copy of such statenents.

(e) Make the Property's books and financial records available for
review by the United States Departnent of Agriculture Inspector
CGeneral, RHS and the General Accounting office or their
representatives, upon appropriate notification.

(f) Conply with the Affirmative Fair Housing Marketing Plan provided
to Lender in conjunction with the Loan and with all other
applicabl e federal, state and |ocal l|aws regarding fair housing,
including but not Iimted to provisions of such laws that are
applicable to federally assisted nultifam |y housing.

(9) Conply with RHS I nstruction 1930C, 7 C.F.R 1930, Exhibit B and 7
C.F.R Part 1944, Subpart L, with regard to (i) fair housing and
equal opportunities, (ii) |ease and grievance procedures, (iii)
tenant appeal s of adverse actions and (iv) inform ng tenants of
such procedures.

(h) Conply with all other applicable federal, state and | ocal |aws.

(1) Mai ntain the Property, and all Personalty associated with it, as
its sole asset.

(j) Manage the Property in a manner that conplies with the Security
Instrunment and is satisfactory to RHS, including but not limted
to conpliance with the Managenent Plan submitted to Lender in
conjunction with the Loan.
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(k) Gve witten notice to Lender of any violation of Borrower's
obligations under this Agreenent within five (5) days after first
di scovering any such violation,

2. Covenants of Borrower regarding Cccupancy. Borrower shall do al
of the foll ow ng:

(a) Mai ntain the Property in accordance with 7 C.F.R Section
3565. 352.

(b) Wthout limting the generality of Subsection (a), make the
Property avail able for occupancy only by famlies or individuals
whose incomes at the time of initial occupancy do not exceed one
hundred fifteen percent (115% of the area medi an i ncone. After
initial occupancy, a tenant's incone may exceed these limts.

(c) Lease each dwelling unit in the Property for a rental that does
not exceed 30% of 115% of area nedian income, adjusted for famly
si ze.

(d) Establish rents for dwelling units in the Property so that, on an
annual basis, the average rent for dwelling units in the Property
does not exceed 30% of 100% of area nedi an i ncome, adjusted for
famly size.

(c) Lease dwelling units only to tenants who are United States
citizens or a non-citizens who is a qualified alien as defined in
7 CF.R Section 3565.3.]

"Area medi an i ncone" shall be determ ned and adjusted for famly size in
accordance with gui dance on the subject issued by RHS. To the extent
utilities are paid by the tenant, "rent" or "rental" shall consist of the rent
for the dwelling unit payable under the | ease plus an allowance for utilities
determ ned in accordance with adm nistrative gui dance issued by RHS

3. Income Verification. Borrower will obtain, conplete, and naintain
on file a certification by each prospective tenant of its incone, using a form
acceptable to Lender. Borrower shall nake a good faith effort to verify that
the income information provided by a prospective tenant is accurate by taking
one or nore of the follow ng steps as a part of the verification process: (1)
obtain a pay stub for the npst recent pay period, (2) obtain an income tax
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return for the nost recent tax year, (3) conduct a credit report or simlar
search, (4) obtain an income verification fromthe applicant's current

enpl oyer, (5) obtain an incone verification fromthe Social Security

Admi nistration if the applicant receives assistance fromeither of such
agencies, or (6) if the applicant is unenployed and does not have an income
tax return, obtain another form of independent verification.

4. Covenants to Run Wth the Land. Borrower hereby subjects the
Property to the covenants, reservations and restrictions set forth in this
Agreenent. Lender and Borrower hereby declare their express intent that the
covenants, reservations and restrictions set forth in this Agreenent shall be
deemed covenants running with the |Iand and shall pass to and be bi ndi ng upon
the Omer's successors in title to the Property, until the term nation of this
Agreenent under Section 6. Every contract, deed or other instrument hereafter
executed covering or conveying the Property or any portion of the Property
shal | be deenmed to have been executed, delivered and accepted subject to such
covenants, reservations and restrictions, regardl ess of whether such
covenants, reservations and restrictions are set forth in that contract, deed
or other instrunent.

5. Burden and Benefit. Borrower and Lender intend that the burdens
of the covenants set forth in this Agreement touch and concern the land in
that Borrower's interest in the Property is rendered | ess valuable as a result
of them Borrower and Lender intend that the benefits of the covenants touch
and concern the land by enhancing and increasing the enjoyment and use of the
Property by tenants whose incomes are below the levels set forth in Section 3,
who are the intended beneficiaries of the covenants.

6. Term of Agreement. This Agreenent shall remain in effect unti
the first of the following to occur, at which tine this Agreenent shal
automatically term nate:

(a) The Loan and all related amounts owed to Lender by Borrower have
been paid in full

(b) A Forecl osure.
7. Event of Default. Any failure by Borrower to performany of its
obligations under this Agreenent as and when required, which continues for a

peri od of 30 days after notice of such failure by Lender to Borrower, shal
constitute an Event of Default under this Agreement. However:
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(a) If the Security Instrument inmposes the same obligation
and provides for a shorter cure period or no cure
peri od for breach of that obligation, then Borrower,
in lieu of the above-specified 30-day cure period,
shal |l be allowed, respectively, the sane cure period
provided for in the Security Instrument or no cure
peri od; and

(b) No such notice or cure period shall apply in the case
of any such failure which could, in Lender's judgnent,
absent i medi ate exercise by Lender of a right or
renmedy under this Agreenent, result in harmto Lender
i mpai rment of this Agreement or the RHS guarantee.

8. Renedi es of Lender. |If an Event of Default under this Agreenent
has occurred and is continuing, either Lender may, at its option, take any one
or nore of the following steps, in addition to all other renedies provided at
law or in equity:

(a) By mandamus or other proceeding at law or in equity,
i ncluding but not Iimted to an action seeking
injunctive relief or a declaratory judgnent, require
Borrower to performits obligations under this
Agreenent or enjoin any acts which may be unl awful or
in violation of this Agreenent.

(b) Decl are that an Event of Default has occurred and is
continui ng under the Security Instrument, as
aut horized by Section 22 of the Security Instrument,
and exercise any and all remedi es avail able to Lender
under the Security Instrument and any of the other
Loan Docunents.

(c) Take such other action at law or in equity as may
appear necessary or desirable to enforce the
obligations of Borrower under this Agreement.

9. Renedies of RHS. |If an Event of Default under this Agreenent has
occurred and is continuing, RHS, as a third party beneficiary of this
Agreenent, may by mandamus or other proceeding at law or in equity, including
but not Iinmted to an action seeking injunctive relief or a declaratory
judgment, require Borrower to performits obligations under this Agreenent or
enjoin any acts which may be unlawful or in violation of this Agreenent.
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10. Rel ease. Upon ternmination of this Agreenment, Lender shall execute
such instrunents as Borrower may reasonably request to evidence such
term nation, so long as such instrunents are prepared, delivered and recorded
at no expense to Lender.

11. Not i ces.

(a) Al'l notices under or concerning this Agreenent shall be in
witing. Each such notice shall be deenmed gi ven when received by the
addressee or delivered to Federal Express, Network Courier or a conparable
overni ght courier service, addressed as provided in this Section and with
charges for next business day delivery paid.

(b) Noti ces intended for Borrower shall be addressed to:

(c) Noti ces intended for Lender shall be addressed to the Loan
Servicer as defined in the Security Instrument.

(d) Ei ther party may change the address to which notices intended for
that party are to be directed by nmeans of notice given to all other parties in
accordance with this Section.

12. CGoverning Law. This Agreement shall be governed by and construed
in accordance with the laws of the state in which the Property is |ocated.

13. Captions, Cross References and Exhibits. The captions assigned to
provi sions of this Agreement are for convenience only and shall be disregarded
in construing this Agreement. Any reference in this Agreenent to an "Exhibit",
a "Section", a "Subsection" or a "Paragraph" shall, unless otherw se
explicitly provided, be construed as referring, respectively, to an Exhibit
attached to this Agreenent, a section of this Agreenent, a subsection of the
section of this Agreement in which the reference appears and a paragraph of
t he subsection within this Agreenent in which the reference appears. Al
Exhi bits attached to or referred to in this Agreenent are incorporated by
reference into this Agreenent.

14. Nunber and Gender. Use of the singular in this Agreement includes
the plural, use of the plural includes the singular, and use of one gender
i ncludes all other genders, as the context may require.

15. Statutes and Regul ations. Any reference in this Agreenent to a
statute or regulation shall include all amendnents to and successors to such
statute or regul ation, whether adopted before or after the date of this
Agr eenent .
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16. No Partnership. This Agreenent is not intended to, and shall not,

create a partnership or joint venture anong the parties, and no party to this
Agreenent shall have the power or authority to bind any other party except as
explicitly provided in this Agreenent.

17. Successors and Assigns. No party to this Agreement may assign its
rights or delegate its obligations under this Agreenment without the prior
witten consent of all other parties. This Agreement shall be binding upon and
shall inure to the benefit of the parties and their respective heirs,
successors, and permtted assigns.

18. Severability. The invalidity or unenforceability of any provision
of this Agreement shall not affect the validity of any other provision, and
all other provisions shall remain in full force and effect.

19. Integration. This Agreenent represents the final agreenent
between the parties with respect to the matters addressed in this Agreenent,
and may not be contradicted by evidence of prior, contenporaneous or
subsequent oral agreements. There are no unwitten oral agreenents between the
parties. All prior or contenporaneous agreenents, understandings,
representations, and statenents, oral or witten, are nerged into this
Agr eenent .

20. Wai ver; No Renedy Exclusive. Any forbearance by a party to this
Agreenent in exercising any right or renedy given under this Agreenent or
existing at law or in equity shall not constitute a waiver of or preclude the
exerci se of that or any other right or renmedy. Unless otherw se explicitly
provi ded, no renedy under this Agreenent is intended to be exclusive of any
ot her avail abl e remedy, but each renedy shall be cunul ative and shall be in
addition to other renedies given under this Agreenent or existing at law or in

equity.

21. Third Party Beneficiaries. Except for RHS, which the parties
intend to be a third party beneficiary, neither any creditor of any party to
this Agreement, nor any other person, is intended to be a third party
beneficiary of this Agreement.

22. Further Assurances and Corrective Instrunents. To the extent
permtted by law, the parties shall, fromtine to tine, execute, acknow edge
and deliver, or cause to be executed, acknow edged and delivered, such
suppl enents to this Agreenment and such further instrunents as may reasonably
be required for carrying out the intention of or facilitating the performance
of this Agreement. Wthout limting the generality of the foregoing,
Borrower shall executed such amendnents to this Agreement as may be required
by RHS in order to ensure the validity of the RHS Guarantee.
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23. Attorneys' Fees. |If either party to this Agreenent brings suit
agai nst the other as a result of any alleged breach of this Agreement by the
other or failure by the other to performits obligations under this Agreenent
or under any other instrunent delivered pursuant to this Agreenent, or to seek
declaratory relief as to the rights or obligations of either party to this
Agreenent, then the prevailing party in such action, in addition to any ot her
relief which may be granted in such action, shall be entitled to judgnment for
reasonabl e attorneys' fees incurred by reason of such action and all costs of
such action (including but not limted to reasonable fees of expert w tnesses)
and costs incurred in preparation of such action, at both trial and appellate

| evel s.

24. No Party Deemed Drafter. No party shall be deenmed the drafter of
this Agreement, and this Agreenent shall not be construed against either party
as the drafter of the Agreemnent.

? [ADD SI GNATURES, ACKNOW.EDGMENTS AND PROPERTY DESCRI PTI ON|
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MCDI FI CATI ONS TO MULTI FAM LY NOTE,
SECURI TY | NSTRUVENT AND
REPLACEMENT RESERVE AGREEMENT

MODI FI CATI ONS TO NOTE:
A The following is added at the end of Paragraph 3(b):

Not wi t hst andi ng t he foregoing, the interest conmponent
of each nmonthly installnment shall be reduced by the
amount of the interest credit subsidy with respect to
that installment that is projected by Lender to be
payabl e by the United States Departnment of
Agriculture, Rural Housing Service ("RHS"), but only
to the extent that Lender has on deposit in the
Interest Credit Escrow established under the Security
Instrunment (the "Interest Credit Escrow') funds
deposited in escrow by Maker or received fromRHS in
the form of past years' interest credit subsidy
paynments that are sufficient to cover such reduction
The Lender's projection of interest credit subsidies
shall be made in its sole discretion and shall be
concl usi ve.

B. A second subparagraph is added to Paragraph 9(c) of the Note, as foll ows:

In addition, Borrower shall be personally liable for

t he amount of the interest credit subsidy with respect
to any monthly installnent that is projected by Lender
to be payable by RHS, to the extent such projected
amount exceeds the bal ance on deposit in the Interest
Credit Escrow.

C. Any prepaynment prem um shall be cal cul ated under Paragraph 10 based on
the full annual interest rate of this Note, without regard to the
reducti on of nonthly installnent paynents by the amount of projected
interest credit subsidies under Paragraph 3(b).
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MODI FI CATI ONS TO SECURI TY | NSTRUMENT:
A The foll owi ng new section is added:
FEDERAL GUARANTEE.

(a) It is the intention of the parties that the
I ndebt edness be guaranteed (the "RHS Guarantee") by the
United States Secretary of Agriculture, acting through the
United States Departnment of Agriculture, Rural Housing
Service ("RHS)" under 12 U.S.C. Section 1490p-2. This
section sets forth additional obligations of Borrower that
relate to the RHS Cuarantee.

(b) The financial statenents required by Section
14(b) (1) shall be prepared in accordance with Cenerally
Accepted Government Audit Standards and shall be delivered
by Borrower to both Lender and RHS

(c) Lender will establish an Interest Credit
Escrow in which it will deposit and hold all interest credit
subsi dies received fromRHS, for application in accordance
wi th Paragraph 3(b) of the Note. The Interest Credit Escrow
shal |l be part of the Mrtgaged Property. |[If an Event of
Def ault has occurred and is continuing, Lender may apply any
bal ance in the Interest Credit Escrow in any anmpunts and in
any order as Lender determ nes, in Lender's discretion, as a
credit against the |Indebtedness. Upon paynent in full of the
| ndebt edness, Lender shall remt to Borrower any bal ance in
the Interest Credit Escrow.

(d) Borrower shall not wthdraw fromthe Mortgaged
Property's operating accounts or distribute to the partners,
nmenbers, sharehol ders or holders of beneficial interests in
borrower any income of any kind of the Mrtgaged Property,
wi thout the prior witten approval of Lender, except for
surplus cash. No such w thdrawal or distribution shall be
made from borrowed funds or when there has occurred and is
continuing any Event of Default or any event that, with the
giving of notice or the passage of time or both, will becomne
an Event of Default. "Surplus Cash" means any cash
remai ni ng after the paynent of:
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(i)
(i)
(iii)
(iv)

all sums due or currently required to be paid
under the Note, this Instrument or any other
Loan Docunent;

all amounts required to be deposited in the
Repl acenent Reserve

all obligations with respect to the Mrtgaged
Property other than the |Indebtedness unless
funds for payment are set aside or deferral of
payment has been approved by the RHS and Lender
and the segregation of:

an anount equal to the aggregate of all specia
funds required to be maintained for the

Mort gaged Property and all tenant security
deposi ts.

At the end of each fiscal year of the Mrtgaged Property,

t he Mortgagor may request Lender's consent to w thdraw or

di stribute surplus cash. The follow ng shall be conditions
precedent to any such consent:

(1)

(2)

Borrower must have submitted the annual audited
financial statements required by Section

14(b) (1) (as nodified above) and the content of
such statements and the financial condition of

the Mortgaged Property mnmust be satisfactory to

Lender in its discretion.

Borrower nust submt to Lender with its consent
request a certification that:

(A Borrower is in full conpliance with the
Regul at ory Agreenent;

(B) Tenants have been informed of their rights
with respect to grievance procedures and
tenant appeal s of adverse actions, as
required by Section 1(g);



Lender,

(e)

14(b)(1):
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The property manager will conduct its
activities without regard to race, color
religion, sex, famlial status, nationa
origin or disability;

The Borrower is in full conpliance with
the Affirmative Fair Housing Marketing

Pl an provided to Lender in conjunction
with the Loan and with all other
applicabl e federal, state and |ocal |aws
regardi ng fair housing, including but not
l[imted to provisions of such | aws that
are applicable to federally assisted
multifam |y housing; and

The Borrower is in full conpliance with
Section 306 of the Clean Air Act and 40
C.F.R Section 15.

Borrower shall submt both of the following to

(i)

(ii)

with the audited financial statenments under Section

A report regardi ng Borrower's conpliance
with fair housing |l aws and regul ati ons,
whi ch shall include the information
required by Section 7.13 of the RHS
Guaranteed Rural Rental Housing Program
Origination and Servicing Handbook (or any
future replacenent of that Handbook) and
shall include a certification by Borrower
that it is in conpliance with all such

| aws except for any instances of
nonconpl i ance that are set forth in the
report.

A certification that Borrower is in ful
conpliance with the Regul atory Agreenent.
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(f) Borrower shall apply the proceeds of the
I ndebt edness only to uses listed in 7 C.F. R Section
3565. 205 and, without limiting the generality of the
foregoing, shall not apply any proceeds of the |Indebtedness
to any use prohibited by 7 C F. R Section 3565. 206.

B. Section 21(a)(2) is nodified to read as foll ows:

(2) if Borrower is a limted partnership, a Transfer
of (A) any general partnership interest, or (B)
any limted partnership interest exceeding 10%

C. Lender will consent pursuant to Section 21(c) to
a Transfer of all or any part of the Mrtgaged
Property or any interest in the Mrtgaged Property or
a Transfer of 100% of the ownership interests in
Borrower only if it receives RHS's witten approval of
t he proposed Transfer

D. Each of the follow ng shall be an Event of Default, in addition to the
Events of Default listed in Section 22:

(1) An Event of Default as defined in the Regul atory Agreemnent.

(2) A material inaccuracy or om ssion in any report submitted to
Lender by Borrower.
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MCDI FI CATI ONS TO REPLACEMENT RESERVE AGREEMENT:

A new Paragraph (viii) is added to Section 3(b), as foll ows:

(01-23- 02)
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If the total cost of the Capital Replacenent
exceeds $10, 000, Borrower mnust have subnmitted to
Lender evidence satisfactory to Lender that
Borrower has obtained at |east three bids from

i ndependent contractors for the performance of
the Capital Replacenent and, if the bid accepted
by Borrower was not the | owest bid, Borrower
shal | have provided Lender a justification,

sati sfactory to Lender, for Borrower's
acceptance of that bid.
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