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NOTE TO PROBATE JUDGE: This Mortgage and Security Agreement in favor of the
Alabama Housing Finance Authority, a public corporation and instrumentality of the
State of Alabama, acting solely in 1ts capacity as Administrator of the State of Alabama’s
HOME Investment Partnerships Program, i1s exempt from payment of mortgage
recordation taxes in the State of Alabama by act of legislature codified at Ala. Code § 24-

1A-12 (1992).

STATE OF ALABAMA THIS INSTRUMENT WAS PREPARED BY:
ALABAMA HOUSING FINANCE AUTHORITY
SHELBY COUNTY 2000 INTERSTATE PARK DRIVE, SUITE 408

MONTGOMERY, ALABAMA 36109

MORTGAGE AND SECURITY AGREEMENT

THIS MORTGAGE AND SECURITY AGREEMENT made and entered on September 18, 2009,
by COBBLESTONE CREEK, LTD., an Alabama limited partnership (hereinafter referred to as
“Borrower”), to ALABAMA HOUSING FINANCE AUTHORITY, a public corporation and
instrumentality of the State of Alabama, acting solely in its capacity as Administrator of the State of
Alabama's HOME Investment Partnerships Program (hereinafter referred to as “Lender”);

WITNESSETH:

KNOW ALL MEN BY THESE PRESENTS: THAT WHEREAS Borrower is justly indebted to
Lender in the principal sum of ONE MILLION EIGHT HUNDRED FORTY THOUSAND FOUR
HUNDRED NINETY AND NO/100 DOLLARS ($1,840,490.00) with interest at the rate provided in that
certain Promissory Note of even date herewith and payable as provided therein.

NOW THEREFORE, 1n order to secure the prompt payment of said Promissory Note when due
and for and in consideration of the premises, the sum of Ten and No/100 Dollars ($10.00) and other good
and valuable consideration, the receipt and sufficiency whereof are hereby acknowledged, and in order to
secure the indebtedness and other obligations of Borrower hereinafter set forth, Borrower does hereby
grant, bargain, sell, convey, mortgage, assign, transfer, pledge and set over unto Lender, and the
successors and assigns of Lender, all of the following described land and interests in land, estates,
easements, tenements, rights, improvements, property, fixtures, machinery, equipment, furniture,
furmishings, appliances and appurtenances (hereinafter collectively referred to as the “Premises™):

(a) All that tract or parcel of land more particularly described in Exhibit “A” attached hereto
and incorporated herein by this reference (hereinafter referred to as the “Land”);

(b) All buildings, structures and improvements of every nature whatsoever now or hereafter
situated on the Land, and all gas and electric fixtures, radiators, pipes, heaters, furnaces, engines and
machinery, escalators, boilers, ranges, elevators, motors, plumbing and heating fixtures, carpeting and
other floor coverings, fire extinguishers and any other safety equipment required by governmental
regulation or law, washers, dryers, water heaters, mirrors, mantels, air conditioning apparatus (including,
without limitation, humidity control equipment), refrigeration plants, refrigerators, cooking apparatus and
appurtenances, window screens, awnings, and storm sashes, alarm devices of any type, automatic
sprinkler systems, carpet, cabinets and shelving, partitions, paneling, and wall covering, and windows of
every type, which are or shall be attached to the Land or said buildings, structures, or improvements and
all other fixtures, machinery, equipment, furniture, furnishings, appliances, vehicles, building supplies
and materials, books and records, chattels, inventory, accounts, farm products, consumer goods, general
intangible and personal property of every kind and nature whatsoever now or hereafter owned by
Borrower and located 1n, on, or about, or used or intended to be used with or in connection with the use,
operations, or enjoyment of the Premises, including all extensions, additions, improvements, betterments,
after-acquired property, renewals, replacements and substitutions or proceeds from a permitted sale of any



of the foregoing, and all right, title and interest of Borrower in any such fixtures, machinery, equipment,
furniture, furnishings, appliances, vehicles and personal property subject to or covered by any prior
security agreement, conditional sales contract, chattel mortgage or similar lien or claim, together with the
benefit of any deposits or payments now or hereafter made by Borrower or on behalf of Borrower, all
tradenames, trademarks, servicemarks, logos and goodwill which in any way now or hereafter belong,
relate or appertain to the Premises or any part thereof or are now or hereafter acquired by Borrower; and
all inventory, accounts, chattel paper, documents, equipment, fixtures, farm products, consumer goods
and general intangibles constituting proceeds acquired with cash proceeds of any of the property
described hereinabove, all of which are hereby declared and shall be deemed to be fixtures and accessions
to the Land and a part of the Premises as between the parties hereto and all persons claiming by, through
or under them, and which shall be deemed to be a portion of the secunty for the indebtedness heremn
described and to be secured by this Mortgage;

(c) All easements, rights-of-way, strips and gores of land, vaults, streets, ways, alleys,
passages, sewer rights, waters, water courses, water rights and powers, shrubs, crops, trees, timber and
other emblements now or hereafter located on the Land or under or above the same or any part or parcel
thereof, and all estates, rights, titles, interests, minerals, royalties, easements, privileges, liberties,
tenements, hereditaments and appurtenances, reversion and reversions, remainder and remainders
whatsoever, in any way belonging, relating or appertaining to the Premises or any part thereof, or which
hereafter shall in any way belong, relate or be appurtenant thereto, whether now owned or hereafter
acquired by Borrower;

(d) All present and future income, rents, issues, profits and revenues of the Premises from
time to time accruing (including, without limitation, all payments under leases or tenancies, unearned
premiums on any insurance policy carried by Borrower for the benefit of Lender and/or the Premises,
tenant security deposits, escrow funds and all awards or payments, including interest thereon and the right
to receive same, growing out of or as a result of any exercise of the right of eminent domain, including the
taking of any part or all of the Premises or payment for alteration of the grade of any street upon which
said Premises abuts, or any other injury to, taking of or decrease in the value of, said Premises to the
extent of all amounts which may be owing on the indebtedness secured by this Mortgage at the date of
receipt of any such award or payment by Borrower, less the reasonable attorneys' fees, costs and
disbursements incurred by Borrower in connection with the collection of such award or payment), and all
the estate, right, title, interest, property, possession, claim and demand whatsoever at law, as well as 1n
equity, of Borrower of, in and to the same; reserving only the right to Borrower to collect the same so
long as Borrower is not in default hereunder; and

(¢) All insurance policies, contracts, permits, licenses, plans or intangibles now or hereafter
dealing with, affecting or concerning the Premises, including, without limitation, all nghts accruing to
Borrower from any and all contracts with all contractors, architects, engineers or subcontractors relating
to the construction of improvements on or upon the Premises, including performance and/or
materialmen's bonds and any other related choices;

TO HAVE AND TO HOLD the Premises and all parts, rights, members, and appurtenances
thereof, to the use, benefit and behoof of Lender and the successors and assigns of Lender, IN FEE
SIMPLE forever; and Borrower covenants that Borrower is lawfully seized and possessed in fee of the
Premises as aforesaid, and has good right to convey and mortgage the same, that the same are
unencumbered except as to those matters expressly set forth in Exhibit “B” attached hereto and
incorporated herein by this reference (the “Permitted Exceptions”), and that Borrower does warrant and
will forever defend the title thereto against the claims of all persons whomsoever, except as to the
Permitted Exceptions.

This instrument is given to secure the payment of the following described indebtedness

(hereinafter referred to as the “Indebtedness™):
L
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(a) The debt evidenced by that certain Promissory Note, a true and correct copy of
which is attached hereto as Exhibit “C” and incorporated herein by this reference (hereinafter referred to
as the “Note”), together with any and all renewals, extensions, substitutions, modifications and
consolidations of the indebtedness evidenced by the Note;

(b) Any and all additional advances made by Lender to protect or preserve the
Premises or the security interest created hereby on the Premises, or for taxes, assessments or mnsurance
premiums as hereinafter provided, or for performance of any of Borrower's obligations hereunder, or for
any other purpose provided herein (whether or not the original Borrower remains the owner of the
Premises at the time of such advances), provided, however, nothing herein shall be deemed to obligate

Lender to make any such advances; and

(c) Any and all other indebtedness now owing or which may hereafter be owing by
Borrower to Lender, now existing or hereafter coming into existence, however and whenever mcurred or
evidenced, whether express or implied, direct or indirect, absolute or contingent, or due or to become due,
and all renewals, extensions, substitutions, modifications and consolidations thereof.

This Mortgage secures, in addition to the aforedescribed Indebtedness, all obligations of
Borrower under any other document, instrument or agreement now or hereafter evidencing, securing or
otherwise relating to the Note secured hereby (the Note, this Mortgage, the Assignment of Leases and
Rents of even date herewith, Alabama's HOME Investment Partnerships Program Agreement dated June
16, 2006, the Borrower's Closing Affidavit of even date herewith, the Environmental Risk Indemnity
Agreement of even date herewith, Lender's loan commitment to Borrower dated June 16, 2006, accepted
by Borrower on June 29, 2006, and any amendments thereto and any modifications thereof (the
“Commitment”) and all of such other documents, instruments and agreements being hereinatter
sometimes referred to collectively as the “Loan Documents”), and all costs of collection, including
reasonable attorneys' fees if collected by or through any attorney-at-law or under the advice thereof.

BUT THIS CONVEYANCE IS MADE UPON THE FOLLOWING CONDITIONS,
NEVERTHELESS, that is to say: If Borrower shall pay or cause to be paid to Lender, its successors or
assigns, the Indebtedness according to the conditions and agreements of the Note and of this Mortgage,
and shall keep, perform and observe all of the covenants, obligations and agreements contained in the
Loan Documents, all without delay, as required thereunder and hereunder, then this Mortgage shall cease
and be null and void; otherwise this Mortgage shall remain in full force and eftect.

Borrower hereby further covenants and agrees with Lender as follows:

ARTICLE 1

1.01 Payment of Indebtedness and Performance of Other Obligations. Borrower will pay
the Note according to the tenor thereof and will pay all other sums now or hereafter secured hereby at the
time and in the manner provided under the Note, this Mortgage, any instrument evidencing a future
advance and any other instrument evidencing and/or securing the Indebtedness, and Borrower will
otherwise perform, comply with and abide by each and every one of the stipulations, agreements,
conditions, and covenants contained in the Note, this Mortgage and every other instrument evidencing
and/or securing the Indebtedness.

1.02 Taxes, Liens and Other Charges.

(a) In the event of the passage of any state, federal, municipal or other governmental
law, order, rule or regulation subsequent to the date hereof, in any manner changing or modifying the
laws now in force governing the taxation of mortgages or security agreements or debts secured thereby or
the manner of collecting taxes so as to affect Lender adversely, Borrower shall promptly pay any such tax
on or before the due date thereof. If Borrower fails to make such prompt payment or if, in the opinion ot
Lender, any such state, federal, municipal or other governmental law, order, rule or regulation prohibits
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Borrower from making such payment or would penalize Lender if Borrower makes such payment or 1f, in
the opinion of Lender, the making of such payment might result in the imposition of interest beyond the
maximum amount permitted by applicable law, then the entire balance of the Indebtedness secured by this
Mortgage and all accrued interest thereon shall, at the option of Lender, become immediately due and

payable.

(b) Borrower shall pay, at least thirty (30) days before the due date thereof, all taxes,
levies, license fees, permit fees, liens, judgments, assessments and all other expenses, fees and charges (in
each case whether general or special, ordinary or extraordinary, or foreseen or unforeseen) of every
character whatsoever now or hereafter levied, assessed, confirmed or imposed on, or with respect to, or
which may be a lien upon, the Premises, or any part thereof, or any estate, right, or interest therein, or
upon the rents, issues, income or profits thereof, or incurred in connection with the Note, the other
Indebtedness or any of the Loan Documents, and all premiums on policies of insurance covering,
affecting, or relating to the Premises, as required pursuant to Paragraph 1.03 hereof, and shall submit to
Lender such evidence of the due and punctual payment of all such taxes, assessments, insurance

premiums and other fees and charges as Lender may require.

(¢) Borrower shall not suffer any mechanic's, materialman's, laborer's, statutory or
other lien to be created, filed of record or to remain outstanding upon all or any part of the Premises.

1.03 Insurance.

(a) Borrower shall, at its expense, procure for, deliver to and maintain for the benefit
of, Lender until the Loan is fully repaid, original, fully paid (prepaid at least one (1) year in advance)
insurance policies providing the following types of insurance relating to the Premises, 1ssued by such
insurance companies, in such amounts, in such form and content and with such expiration dates as are
approved by Lender, in Lender's sole discretion, such policies to provide that the msurer shall give Lender
at least thirty (30) days prior written notice of cancellation or termination, in the manner provided for the
giving of notices under Paragraph 3.05 hereof, and to provide that no act or thing done by the insured
shall invalidate or diminish the insurance provided to Lender and, except for liability policies, to contain
noncontributing mortgagee or “loss payable” clauses satisfactory to Lender. Such policies shall include:

(1) Broad form property insurance against all risks of physical loss,
including, without limitation, fire, extended coverage, vandalism, malicious mischiet, flood, and collapse,
with waiver of subrogation, to the extent of the full replacement cost of the improvements to the
Premises, without deduction for depreciation, either without co-insurance requirements or with agreed

amount endorsement attached;

(11) Public liability insurance, with all-risk endorsement, covering all
liabilities incident to the ownership, possession, occupancy and operation of the Premises and naming
Lender as an additional insured thereunder, having limits of not less than One Million and No/100 Dollars
($1,000,000.00) combined single limit coverage.

(111) Rent or business interruption insurance against loss of income arising
out of any hazard against which the Premises are required to be insured under Subparagraph 1.03(a)(1)
above, in an amount not less than six (6) months gross rental income from the Premises;

(1v) Flood hazard insurance, if the Premises, or any part thereot, are in an
area which is, at any time during the term of this Mortgage, 1dentified by the Secretary of Housing and
Urban Development as having special flood or mud slide hazards and in which tlood insurance has been
made available under the National Flood Insurance Act of 1968, as amended;

(V) Boiler and machinery insurance covering pressure vessels, air tanks,
boilers, machinery, pressure piping, heating, air conditioning, and elevator and escalator equipment,
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provided that the Premises contains equipment of such nature, and insurance against loss of occupancy or
use arising from any breakdown in such equipment, in amounts satisfactory to Lender;

(v1) Such other insurance on the Premises, any replacements or
substitutions therefor, in such amounts as may from time to time be required by Lender, against other
insurable casualties which at the time are commonly insured against in the case of properties of similar

character and location.

(b) Borrower covenants and agrees that Lender 1s hereby authorized and empowered,
at its option, to adjust, compromise or settle any loss under any insurance policies maintained pursuant
hereto, and to collect and receive the proceeds from any policy or policies. Each insurance company 1s
hereby authorized, directed and required to make payment for all such losses in amounts less than Five
Thousand and No/100 Dollars ($5,000.00) to Borrower and Lender jointly. Each insurance company 1s
hereby authorized, directed and required to make payments for all such losses in amounts of Five
Thousand and No/100 Dollars ($5,000.00) or more directly and solely to Lender, instead of to Borrower
and Lender jointly. In the event any insurance company fails to disburse directly and solely to Lender
under the conditions set out above, and disburses instead either solely to Borrower or to Borrower and
Lender jointly, Borrower agrees immediately to endorse and transfer such proceeds to Lender. Upon the
failure of Borrower to endorse and transfer such proceeds as aforesaid, Lender may execute such
endorsements or transfers for and in the name of Borrower, and Borrower hereby irrevocably appoints
Lender as its agent and attorney-in-fact so to do. After deducting from said insurance proceeds all of 1ts
expenses incurred in the collection and administration of such sums, including attorneys' fees, Lender
may apply the net proceeds of any part thereof, at its sole option, (1) to the payment of the Indebtedness
hereby secured, whether or not due and in whatever order Lender elects, (11) to the repair and/or
restoration of the Premises, upon such conditions as Lender may determine, and/or (111) for any other
purposes or objects for which Lender is entitled to advance funds under this Mortgage, all without
affecting the lien of this Mortgage or any obligations secured hereby. Any balance of such proceeds then
remaining shall be paid to Borrower or the person or entity lawfully entitled thereto. Lender shall not be
obligated to see to the proper application of any amount paid over to Borrower and shall not be held
responsible for any failure to collect any insurance proceeds due under the terms of any policy, regardless
of the cause of such failure.

(c) At least twenty (20) days prior to the expiration date of each policy maintained
pursuant to this Paragraph 1.03, a renewal or replacement thereof satisfactory to Lender shall be delivered
to Lender. Borrower shall deliver to Lender receipts evidencing the full payment of premiums for all
such insurance policies and renewals or replacements. The delivery of any insurance policies hereunder
shall constitute an assignment of all unearned premiums as further security hereunder. In the event of the
foreclosure of this Mortgage or any other transfer of title to the Premises in extinguishment or partial
extinguishment of the Indebtedness, all right, title and interest of Borrower 1n and to all insurance policies
maintained pursuant to this Paragraph 1.03 then in force shall belong to the purchaser and Lender i1s
hereby irrevocably appointed by Borrower as attorney-in-fact for Borrower to assign any such policy to
said purchaser, without accounting to Borrower for any unearned premiums theretor.

1.04 Monthly Deposits. Unless Borrower is already and continues doing so pursuant to the
First Mortgage (as hereinafter defined), at Lender's option the Borrower shall deposit with Lender, or with
an escrow agent (whose fee or other compensation for its escrow services shall be paid by Borrower)
designated by Lender, monthly with each payment due under the Note, until the Loan 1s fully repaid, such
sum or sums determined by Lender in its sole discretion to be sufficient to pay, at least thirty (30) days
before due, all taxes, assessments, insurance premiums and similar charges with respect to the Premises
(the “Impositions”). Said deposits shall be held by Lender free of any liens or claims on the part of
creditors of Borrower and as part of the security of Lender, to be used by Lender to pay the Impositions as
the same accrue and are payable. Said deposits may be commingled with the general tunds ot Lender and
no interest shall be payable thereon. If said funds are insuftficient to pay the Impositions 1n full, as the
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same become payable, Borrower will deposit with Lender such additional sum or sums as may be
required. Nothing contained herein shall cause Lender to be obligated to pay any amounts in excess of
the amount of funds deposited with Lender pursuant to this paragraph. Should Borrower fail to deposit
with Lender sums sufficient to pay in full such taxes, assessments, insurance premiums and similar
charges at least thirty (30) days before the date when due, Lender, at Lender's election, but without any
obligation so to do, may advance any amounts required to make up the deficiency, and any amounts so
advanced shall be deemed to be part of the Indebtedness secured by the Loan Documents. Upon any
default or event of default under this Mortgage or the Note or any instrument evidencing, securing, or in
any way relating to the Indebtedness, Lender may, at its option, apply any money in the fund resulting
from said deposits to the payment of the Indebtedness in such manner as it may elect. In the event of a
foreclosure of this Mortgage, the purchaser of the Premises shall succeed to all the rights of Borrower in
and to such deposits. The collection of such deposits by Lender shall not relieve Borrower of any of the
obligations of Borrower under Paragraph 1.02 or 1.03 or any other provision of this Mortgage, and under
no circumstances shall Lender be liable for failure to make any payment on behalf of Borrower,
including, without limitation, payments of taxes, assessments or insurance premiums.

1.05 Condemnation. If all or any portion of the Premises shall be damaged or taken through

condemnation (which term when used in this Mortgage shall include any damage or taking by any
governmental or quasi-governmental authority and any transfer by private sale in lieu thereof), either
temporarily or permanently, then the entire Indebtedness shall, at the option of Lender, become
immediately due and payable, without notice to Borrower or any other person or entity. Promptly upon
learning of the institution or the proposed, contemplated or threatened institution of any condemnation
proceeding, Borrower will notify Lender of the pendency of such proceedings, and no settlement
respecting awards in such proceedings shall be effected without the consent of Lender. Lender shall be
entitled to receive all compensation, awards, proceeds and other payments or relief relating to or payable
as a result of such condemnation. Lender is hereby authorized, at its option, to commence, appear in and
prosecute, in its own name or in the name of Borrower, any action or proceeding relating to any
condemnation, and to settle or compromise any claim in connection therewith. All such compensation,
awards, damages, claims, rights of action and proceeds and the right thereto are hereby assigned by
Borrower to Lender. If Lender does not elect to declare the entire Indebtedness immediately due and
payable, as provided above, then Lender, after deducting from said condemnation proceeds all of its
expenses incurred in the collection and administration of such sums, including, without limitation,
attorneys' fees, shall apply the net proceeds or any part thereof, at its option, (i) to the payment of the
Indebtedness, whether or not due and in whatever order Lender elects, (i1) to the repair and/or restoration
of the Premises upon such conditions as Lender may determine, and/or (ii1) for any other purposes or
objects for which Lender is entitled to advance funds under this Mortgage, all without affecting the lien of
this Mortgage; and any balance of such moneys then remaining shall be paid to Borrower or any other
person or entity lawfully entitled thereto; Lender shall not be obligated to see to the proper application of
any amount paid over to Borrower. Borrower agrees to execute such further assignment of any
compensation, awards, damages, claims, rights of action and proceeds as Lender may require. If, prior to
the receipt by Lender of such award or proceeds, the Premises shall have been sold on foreclosure of this
Mortgage, or as a result of other legal action relating to this Mortgage or the Note, Lender shall have the
right to receive such award or proceeds to the extent of any unpaid Indebtedness following such sale, with
legal interest thereon, whether or not a deficiency judgment on this Mortgage or the Note shall have been
sought or recovered, and to the extent of attorneys' fees, costs and disbursements incurred by Lender in

connection with the collection of such award or proceeds.

1.06 Care of Premises.

(a) Borrower shall keep all improvements of any kind now or hereafter erected on
the Land or any part thereof in good condition and repair, shall not commit or sutfer any waste, and shall
not do or suffer to be done anything which would or could increase the risk of fire or other hazard to the

OO

6- 20@9@91896@358519 6/33 $1@8.Bl
Shelby Cnty Judge of Probate, AL

09/18/2009 01:58.18 PM FILED/CERT




Premises or any part thereof or which would or could result in the cancellation of any insurance policy
carried with respect to the Premaises.

(b) Borrower shall not remove, demolish or materially alter, enlarge or change any
structure or other improvement located on the Land without Lender's consent, nor shall any new
improvements be constructed on the Premises without Lender's consent; provided, however, that this
subparagraph (b) shall not apply to any alterations or improvements which, by the terms of their
respective leases, tenants of Borrower under leases approved by Lender may perform within their leased
premises without Borrower's approval. Borrower shall not remove or permit to be removed from the
Land any fixture, chattel or part of the Premises without the consent of Lender, except where appropniate
replacements are immediately made which are free of any lien, security interest or claim superior to that
of this Mortgage and which have a value and utility at least equal to the value and utility of the fixture or
chattel removed, which shall, without further action, become subject to the lien of this Mortgage.

(c) Lender or its representative is hereby authorized to enter upon and inspect the
Premises at all reasonable times.

(d) Borrower shall promptly comply with all present and future laws, ordinances,
rules and regulations of any governmental authority affecting the Premises or any part thereof.

(e) If all or any part of the Premises shall be damaged by fire or other casualty,
Borrower shall give immediate written notice thereof to Lender and shall promptly restore the Premises to
the equivalent of its original condition; and if a part of the Premises shall be damaged through
condemnation, Borrower shall promptly restore, repair or alter the remaining portions of the Premises in a
manner satisfactory to Lender. Notwithstanding the foregoing, Borrower shall not be obligated so to
restore unless, in each instance, Lender agrees to make available to Borrower pursuant to a procedure
satisfactory to Lender any insurance or condemnation proceeds actually received by Lender hereunder in
connection with such casualty loss or condemnation, net of Lender's expenses in collecting and handling
such proceeds, to the extent such proceeds are required to defray the expense of such restoration;
provided, however, that the insufficiency of any such insurance or condemnation proceeds to defray the
entire expense of restoration shall in no way relieve Borrower of its obligation to restore. In the event all
or any portion of the Premises shall be damaged or destroyed by fire or other casualty or by
condemnation, Borrower shall promptly deposit with Lender a sum equal to the amount by which the
estimated cost of the restoration of the Premises, as determined by Lender, exceeds the actual net
insurance or condemnation proceeds received by Lender in connection with such damage or destruction.

() If any work required to be performed under this Paragraph 1.06 involves an
estimated expenditure of more than five percent (5%) of the face amount of the Note secured hereby, no
such work will be undertaken until plans and specifications therefor, prepared by an architect or engineer
satisfactory to Lender, have been submitted to and approved by Lender.

(g) Borrower shall not initiate, join in or consent to any change in any private
restrictive covenant, zoning ordinance, easement or other public or private restrictions limiting or defining
the uses which may be made of the Premises, or any part thereof, without Lender's consent.

(h) If all or any part of the Premises shall be damaged by fire or other casualty and
the Borrower is not permitted to restore or rebuild all of the units at the Premises or 1s not permitted to
have tenants 1n all units within the Premises (whether or not such units were damaged and 1f so, whether
or not they can be rebuilt) for any reason, including without limitation applicable zoning or other
governmental requirements, Lender shall have the right in 1its sole discretion to elect whether to (a) apply
all available casualty insurance proceeds against repayment of the Loan, or (b) apply available casualty
insurance proceeds to reduce the principal balance of the Loan in an amount, at Lender’s sole option,
equal to (1) the portion of the principal balance of the Loan that 1s proportionate to the reduction in net
operating income from the Premises resulting from Borrower’s inability to restore or repair the Premises

L

7 20@9@918@@@35851@ 7/33 $1®8'!!
Shelby Cnty Judge of Probate, AL

09/18/2009 01:.58:18 PM FILED/CERT




in its entirety, or (ii) the reduction in appraised value of the Premises as the result of Borrower’s nability
to restore or repair the premises in its entirety, based on a then current appraisal of the Premises both with
and without all portions of Premises restored or repaired, and after such reduction, to make any remaining
casualty insurance proceeds available to the Borrower for restoration or repair of the Premises. In no
event shall Lender be required to allow Borrower to use any portion of available casualty insurance
proceeds for restoration or repair of the Premises unless Borrower has provided such additional funds as
are required by Section 1.06(e) of this Mortgage in order to complete such restoration or repair in
compliance with all applicable governmental requirements. Nothing in this paragraph shall be construed
to relieve or qualify Borrower’s obligation to comply with the debt service coverage covenant with
respect to the first mortgage loan held by Compass Bank as set forth in Section 20 ot the Borrower’s

Closing Affidavat.
1.07  Security Agreement.

(a) With respect to the machinery, apparatus, equipment, fittings, fixtures, building
supplies and materials, articles of personal property, chattels, chattel paper, documents, inventory,
accounts, farm products, consumer goods and general intangibles referred to or described in this
Mortgage or in any way connected with the use and enjoyment of the Premises, whether now owned or
hereafter from time to time acquired, together with all substitutions, replacements, additions, attachments,
accessories and all of the rents, issues, income, revenues and profits derived from the Premises
(hereinafter referred to collectively as the “Collateral”), this Mortgage is hereby also made and declared
to be a security agreement, and Borrower hereby grants to Lender a security interest in each and every
item of such property comprising a part of the Collateral, in compliance with the provisions of the
Alabama Uniform Commercial Code. Upon request by Lender, at any time and from time to time, a
financing statement or statements reciting this Mortgage to be a security agreement atffecting all of such
property shall be executed by Borrower and Lender and appropnately filed. The remedies for any
violation of the covenants, terms and conditions of the security agreement contained in this Mortgage
shall be (1) as prescribed herein, (ii) as prescribed by general law, or (111) as prescribed by the specific
statutory consequences now or hereafter enacted and specified in said Uniform Commercial Code, all at
Lender's sole election. Borrower and Lender agree that the filing of any such financing statement or
statements in the records normally having to do with personal property shall not in any way affect the
agreement of Borrower and Lender that everything used in connection with the production of income
from the Premises or adapted for use therein or which 1s described or reflected in this Mortgage 1s, and at
all times and for all purposes and in all proceedings, both legal or equitable, shall be, regarded as part of
the real estate conveyed hereby regardless of whether any such item 1s physically attached to the
improvements, serial numbers are used for the better identification of certain items capable of being thus
identified in an exhibit to this Mortgage, or any such item is referred to or retlected in any such financing
statement or statements so filed at any time. Similarly, the mention in any such financing statement or
statements of the rights in and to (A) the proceeds of any insurance policy, or (B) any award in eminent
domain proceedings for a taking or for loss of value, or (C) Borrower's interest as landlord in any present
or future lease or sublease or rights to income growing out of the use and/or occupancy of the Premises,
whether pursuant to a tenant lease of space in the Premises or otherwise, shall not in any way alter any of
the rights of Lender as determined by this Mortgage or attect the priority of Lender's security interest
granted hereby or by any other recorded document, it being understood and agreed that such mention in
such financing statement or statements is solely for the protection of Lender in the event any court shall at
any time hold with respect to the foregoing clauses (A), (B), or (C) of this sentence, that notice of
Lender's priority of interest, to be effective against a particular class of persons, must be filed in the
Uniform Commercial Code records. Said security interest shall attach thereto as soon as Borrower
obtains any interest in any of the Collateral and before the Collateral becomes fixtures or before the
Collateral 1s installed or affixed to other collateral for the benefit of Lender, to secure the indebtedness
evidenced by the Note and secured by this Mortgage, and all other sums and charges which may become
due hereunder or thereunder. The security interest held by Lender shall cover cash and non-cash proceeds
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of the Collateral, but nothing contained herein shall be construed as authorizing, either expressly or by
implication, the sale or other disposition of the Collateral by Borrower, which sale or other disposition 1s
hereby expressly prohibited without Lender's prior written consent, or as otherwise provided heremn. No
personal property or business equipment owned by any tenants holding under Borrower i1s included within
this Mortgage, except to the extent of Borrower's landlord's lien with respect thereto, which interest shall

be part of the Premises.

In the event of default under the Mortgage, Lender, pursuant to said Uniform
Commercial Code, shall have the option of proceeding as to both real and personal property in accordance
with its rights and remedies in respect of the real property, in which event the default provisions of the
Uniform Commercial Code shall not apply. The parties agree that, in the event Lender elects to proceed
with respect to the Collateral separately from the real property, the requirements of the Uniform
Commercial Code as to reasonable notice of any proposed sale or disposition of the Collateral shall be
met if such notice is mailed to the Borrower, as hereinafter provided, at least five (5) days prior to the
time of such sale or disposition. Borrower agrees that, without the written consent of Lender, Borrower
will not remove or permit to be removed from the real property hereby conveyed, any of the Collateral
unless the same is replaced immediately with unencumbered collateral of a quality and value equal or
superior to that which it replaces. All such replacements, renewals and additions shall become and be
immediately subject to the security interest of this Mortgage and be covered thereby. Borrower warrants
and represents that all Collateral now is, and that all replacements thereof, substitutions therefor or
additions thereto will be, free and clear of liens, encumbrances or security interests of others, except as to

the Permitted Exceptions.

(b) Borrower warrants that: (i) Borrower's (that is, “Debtor's”) name, identity, and
principal place of business are as referred to in Subparagraph 1.07(c) hereof; (i1) Borrower (that is,
“Debtor”) has been using or operating under said name and identity without change for the time period set
forth in Subparagraph 1.07(c) hereof; and (ii1) the location of all tangible Collateral 1s upon the Land.
Borrower covenants and agrees that Borrower will furnish Lender with notice of any change in the
matters addressed by clauses (i) or (iii) of this Subparagraph 1.07(b) within thirty (30) days of the
effective date of any such change, and Borrower will promptly execute any financing statements or other
instruments deemed necessary by Lender to prevent any filed financing statement from becoming

misleading or losing its perfected status.

(c) The information in this Subparagraph 1.07(c) i1s provided in order that this
Mortgage shall comply with the requirements of the Alabama Uniform Commercial Code for instruments
to be filed as financing statements. The names of the “Debtor” and the “Secured Party,” the identity and
principal place of business of “Debtor,” and the time period for which “Debtor” has been using or
operating under said name and identity without change, are as set forth in Exhibit “D” attached hereto and
incorporated herein by this reference, the mailing address of the “Secured Party” from which information
concerning the security interest may be obtained, and the mailing address of “Debtor,” are as set forth in
Paragraph 3.05 hereof, and a statement indicating the types, or describing the items, of collateral 1s set
forth hereinabove.

(d) Some of the items of property described herein are goods that are or are to
become fixtures related to the real estate described herein, and it is intended that, as to those goods, this

Mortgage shall be effective as a financing statement filed as a fixture filing from the date of its filing for
record in the real estate records of the county in which the Land is located. Information concerning the

security interest created by this instrument may be obtained from Lender, as “Secured Party,” or
Borrower, as “Debtor,” at their respective mailing addresses set out in Paragraph 3.05 hereof.

(€) Borrower further covenants and agrees that all of the aforementioned personal
property shall be owned by Borrower and shall not be the subject matter of any lease or other instrument,
agreement or transaction whereby the ownership or beneficial interest thereof or therein shall be held by
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any person or entity other than Borrower, except to the extent Lender consents to any lease of any of such
property, which consent may be withheld or delayed in Lender's sole discretion; nor shall Borrower create
or cause to be created any security interest covering any such property, other than (1) the security mnterest
created herein in favor of Lender, (ii) the rights of tenants lawfully occupying the Premises, and (i11) the

Permitted Exceptions.

1.08 Further Assurances; After-Acquired Property. At any time, and from time to time,
upon request by Lender, Borrower shall make, execute and deliver or cause to be made, executed and
delivered, to Lender and, where appropriate, cause to be recorded and/or filed and from time to time
thereafter to be re-recorded and/or refiled at such time and in such offices and places as shall be deemed
desirable by Lender, any and all such other and further mortgages, security agreements, financing
statements, continuation statements, instruments of further assurances, certificates and other documents as
may, in the opinion of Lender, be necessary or desirable in order to effectuate, complete or pertect, or to
continue and preserve, (i) the obligations of Borrower described in the Note and under this Mortgage and
(i1) the lien of this Mortgage as a second lien upon and security title in and to all of the Premises, whether
now owned or hereafter acquired by Borrower, subject only to the First Mortgage and the other Permitted
Exceptions. Upon any failure by Borrower so to do, Lender may make, execute, record, file, re-record
and/or refile any and all such mortgages, security agreements, financing statements, continuation
statements, instruments, certificates and documents for and in the name of Borrower, and Borrower
hereby irrevocably appoints Lender the agent and attorney-in-fact of Borrower so to do. The lien and
security title hereof shall automatically attach, without further act, to all after-acquired property attached
to and/or used in the operation of the Premises or any part thereof, to the extent permitted by law.

1.09 Expenses. Borrower shall pay or reimburse Lender, upon demand therefor, for all
attorneys' fees, costs and expenses incurred by Lender in the negotiation preparation, execution or
performance of the Mortgage or any other documents related to the Indebtedness, including any
modification or amendment of any of the foregoing, or in any suit, action, legal proceeding or dispute ot
any kind in which Lender is made a party or appears as a party plaintiff or detendant, atfecting the
Indebtedness, this Mortgage, or the interest created herein, or the Premises, including, without limitation,
any foreclosure proceedings, any condemnation action involving the Premises, any federal bankruptcy
proceeding or state insolvency proceeding involving the priorities or rights of creditors or any action to
protect the security hereof; and any such amounts paid by Lender shall be added to the Indebtedness
secured by the lien of this Mortgage and shall bear interest from and after the date when paid at the
default rate in effect under the Note.

1.10 Subrogation. To the full extent of the Indebtedness, Lender 1s hereby subrogated to the
liens, claims and demands, and to the rights of the owners and holders of each lien, claim, demand and
other encumbrance on the Premises which is paid or satisfied, in whole or in part, out of the proceeds of
the Indebtedness, and the respective liens, claims, demands and other encumbrances shall be, and each of
them is hereby, preserved and shall pass to and be held by Lender as additional collateral and further
security for the Indebtedness, to the same extent they would have been preserved and would have been
passed to and held by Lender had they been duly and legally assigned, transferred, set over and delivered
unto Lender by assignment, notwithstanding the fact that any instrument providing public notice of the
same may be satisfied and cancelled of record.

1.11  Transfer of the Premises; Additional Financing.

(a) The identity and expertise of Borrower were and continue to be maternal
circumstances upon which Lender has relied in connection with, and which constitute valuable
consideration to Lender for, the extending to Borrower of the loan evidenced by the Note, and any change
in such identity or expertise could materially impair or jeopardize the security for the payment of the
Indebtedness. Borrower covenants and agrees with Lender, as part of the consideration for the extending
to Borrower of the loan evidenced by the Note, that, without Lender's prior written consent, Borrower
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shall not, voluntarily or by operation of law: (i) sell, transfer, convey, pledge, encumber, assign, grant a
security interest in, or otherwise hypothecate or dispose of, all or any part of the Premises or any mterest
therein, whether or not as collateral security for any other obligation of Borrower; (11) 1f Borrower 1s a
corporation, partnership, limited liability company, trust, or other entity, sell, transter, convey, pledge,
encumber, assign, hypothecate or dispose of any legal or beneficial interest in Borrower, nor change any
of its general partners, members or managers; nor (iii) cause or permit any junior encumbrance or lien to
be placed on the Premises or other security for the Loan. Such consent may be given or withheld by
Lender in its sole discretion and may be conditioned upon payment to Lender of a fee for processing the
request for consent and other administrative costs incurred in connection therewith, and/or an increase n
the rate of interest on the unpaid balance of the Indebtedness to a then current market rate, and/or a
change in the term of the Note, all of which Borrower hereby agrees are reasonable conditions to the
approval of any such transfer; provided, however, that with respect to replacement of an existing general
partner or member with a new general partner or member that is (x) an existing special limited partner or
special member of the Borrower or (y) a wholly owned subsidiary or atfiliate of a tax credit investor 1n
the Project, Lender will not unreasonably withhold its consent to such replacement 1f Lender has received
not less than 10 days prior written notice and receives such ownership information for the Borrower, as so
modified, and for the replacement general partner or member as 1s required by Lender’s then eftective
application forms. In all events, if Lender consents to any such sale, transfer, conveyance, pledge,
encumbrance, assignment, hypothecation, or disposition, the manager of the Premises shall remain the
same before and after the transfer and the transferee shall be a creditworthy person or entity of sound
financial reputation.

(b) The consent by Lender to any sale, transfer, conveyance, pledge, encumbrance,
assignment, creation of a security interest in or other hypothecation or disposition ot the Premises or the
beneficial interests of Borrower shall not be deemed to constitute a novation of the Indebtedness or a
consent to any further sale, transfer, pledge, encumbrance, creation of a security interest or other
hypothecation or disposition, or to waive Lender's right, at its option, to exercise 1its remedies for detault,
without notice to or demand upon Borrower or to any other person or entity, upon any such sale, transfer,
pledge, encumbrance, creation of a security interest in or other hypothecation, or disposition to which
Lender shall not have consented.

1.12 Limit of Validity. If, from any circumstances whatsoever, fulfillment of any provision
of this Mortgage or of the Note, at the time performance of such provision shall be due, shall involve
transcending the limit of validity presently prescribed by any applicable usury statute or any other
applicable law, with regard to obligations of like character and amount, then ipso facto the obligation to
be fulfilled shall be reduced to the limit of such validity, so that i1n no event shall any exaction be possible
under this Mortgage that is in excess of the current limit of such validity, but such obligation shall be
fulfilled to the limit of such validity. Any payments inadvertently charged to Borrower or collected by
Lender that would constitute interest in excess of any applicable legal limit shall be applied by Lender to
the reduction of the unpaid principal amount due under the Note. It is the intention of Borrower and
Lender not to create any obligation in excess of the amount allowable by applicable law. The provisions
of this Paragraph 1.12 shall control every other provision of this Mortgage. The provisions of the
paragraph of the Note entitled “Limit on Interest” shall govern the situation covered thereby.

1.13  Performance by Lender of Defaults by Borrower. Borrower covenants and agrees
that, if it shall default in the payment of any tax, lien, assessment or charge levied or assessed against the
Premises, in the payment of any utility charge, whether public or private, in the payment of any insurance
premium, in the procurement of insurance coverage and the delivery of the insurance policies required
hereunder, or in the performance or observance of any other covenant, condition or term of this Mortgage,
then Lender, at its option (without obligation), may pay, perform or observe the same, and all payments
made or costs incurred by Lender in connection therewith shall be secured hereby and shall be, without
demand, immediately repaid by Borrower to Lender with interest thereon, from the date such payment is
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made or expense is incurred by Lender to the date Lender is reimbursed therefor, at the default rate
provided in the Note. Lender shall be the sole judge of the legality, validity and priority of any such tax,
lien, assessment, charge, claim and premium, of the necessity for any such actions and of the amount
necessary to be paid in satisfaction thereof. Lender is hereby empowered to enter, and to authorize others
to enter, upon the Premises or any part thereof for the purpose of performing or observing any such
defaulted covenant, condition or term without thereby becoming liable to Borrower or any person in
possession of any portion of the Premises holding under Borrower. Borrower expressly acknowledges
and agrees, however, that notwithstanding anything contained in this Paragraph 1.13 to the contrary,
Lender shall not be obligated under this Paragraph 1.13 to incur any expense or to perform any act
whatsoever.

1.14 Assignment of Leases and Rents.

(a) As additional collateral and further security for the Indebtedness, Borrower does
hereby assign to Lender Borrower's interest in any and all leases, tenant contracts, rental agreements,
franchise agreements, management contracts, construction contracts and other contracts, licenses and
permits now or hereafter affecting the Premises, or any part thereof (all of the foregoing being hereinatter
collectively referred to as the “Leases™), and all income, rents, issues, and profits from the Premises, and
Borrower agrees to execute and deliver to Lender such additional instruments, in form and substance
satisfactory to Lender, as may hereafter be requested by Lender further to evidence and confirm said
assignment; provided, however, that acceptance of any such assignment shall not be construed as a
consent by Lender to any Lease, or to impose upon Lender any obligation with respect thereto; and
provided, further, that permission is hereby given to Borrower unless and until Borrower 1s in default as
provided herein, to collect the income, rents, issues, and profits relating to the Premises as they become
due and payable but not in advance, except as provided herein below. Without first obtaining on each
occasion the approval of Lender, which approval may be granted or withheld in the sole discretion of
Iender, Borrower shall not accept, or permit to be made, any prepayment of any instaliment of rent or
other income thereunder (except for security deposits) more than one (1) month in advance of the date
when due. Borrower shall faithfully keep and perform, or cause to be kept and performed, all of the
covenants, conditions and agreements contained in each of said Leases, now or hereafter existing, on the
part of Borrower to be kept and performed and shall at all times do all things necessary to compel
performance by each other party to said Leases of all obligations, covenants and agreements by such other
party to be performed thereunder. This Mortgage constitutes an absolute, present and 1rrevocable
assignment of the income, rents, issues and profits from the Premises, subject, however to the conditional
permission given to Borrower to collect the same as provided hereinabove. The foregoing assignment
shall be fully operative without any further action on the part of any party hereto, and, specifically,
Lender shall be entitled, at its option upon the occurrence of any such default hereunder, without notice or
demand of any kind to Borrower, to collect and retain all such income, rents, issues and profits whether or
not Lender takes possession of the Premises. Exercise by Lender of its rights under this paragraph, and
the application of any such rents, issues and profits to the Indebtedness, shall not cure or waive any
default hereunder or invalidate any act done pursuant hereto, but shall be cumulative of all other rights
and remedies.

(b) Borrower shall not, without the prior written consent of Lender, which consent
may be withheld in Lender's sole discretion, further assign the income, rents, issues or profits or any part
thereof from the Premises, and any such assignment without the express written consent of Lender shall
be void as against Lender. |

(c) Borrower shall furnish to Lender, within ten (10) days after a request by Lender
to do so, a written affidavit sworn to and signed by Borrower setting forth the names of all tenants of the
Premises, the terms of their respective Leases, the unit occupied, and the rentals payable thereunder, and
stating whether any defaults, off-sets or defenses exist under or in connection with any of said Leases.
Any and all Leases affecting the Premises shall provide for the giving by the tenants thereunder of
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certificates with respect to the status of such Leases and Borrower shall exercise Borrower's right to
request such certificates within five (5) days of any demand therefor by Lender.

(d) Each Lease pertaining to the Premises, or any part thereof, shall provide (or if
such Lease does not so provide, shall be deemed to provide) that, in the event of the enforcement by
Lender of the remedies provided by law or by this Mortgage, the tenant thereunder will, upon request of
Lender or any other person or entity succeeding to the interest of Lender as a result of such enforcement,
automatically become the tenant of Lender or said successor in interest, without change in the terms or
other provisions of said Lease; provided, however, that neither Lender nor any such successor in interest
shall be (A) bound by any payment of rental, additional rental or other income for more than one (1)
month in advance, (B) liable for any act or omission of any prior landlord (including Borrower), (C)
except as provided in Section 2.15, liable for the return of any security deposit, or (D) be subject to any
offsets or defenses which the tenant might have against any prior landlord (including Borrower). Each
Lease pertaining to the Premises shall also provide (or if such Lease does not so provide, shall be deemed
to provide) that, upon request by said successor in interest, the tenant thereunder shall deliver an
instrument confirming such attornment.

(e) Prior to leasing a HOME-designated unit, Borrower shall qualify and certity the
prospective tenants on the basis of income, using the applicable HOME and Low-Income Housing Tax
Credit criteria, but shall comply with the procedures for documentation as used in the Department of
Housing and Urban Development's (“HUD”) Section 8 program. No more than fifteen (15) days after the
anniversary of a tenant's occupancy of a HOME-designated unit, Borrower shall re-qualify and recertity
each tenant on the basis of income, using the same procedures as used initially to qualify the tenant.
Borrower shall provide to Lender legible copies of tenant qualification and certification documentation no
later than twenty days (20) after a tenant initially occupies a HOME-designated unit, and after each
anniversary of such occupancy or when the changes have occurred in the number of persons occupying a
unit including increases in the incomes of such tenants. Borrower shall maintain records and supporting
documentation as evidence to the income qualifications of all HOME-designated units and make such
evidence available for inspections by Lender, agents of Lender, or the Secretary of HUD, or designated
representative(s) either by providing copies of such evidence by mail or by allowing on-site inspections of
the tenant files during normal business hours.

1.15 Estoppel Affidavits. Borrower, upon ten (10) days prior written notice, shall furnish
Lender a written affidavit, sworn to and signed by Borrower, setting forth (i) the unpaid principal of, and
interest on, the Indebtedness, (i1) whether or not any off-sets or defenses exist against such principal and
interest, (iii) whether or not any “default” or “event of default” (or any fact or circumstance that, with
lapse of time or notice, or both, would constitute a “default” or “event of default”) exists under any ot the
[.oan Documents, and (iv) the then state of facts relative to the condition of the Premuses.

1.16 Books, Records, Accounts and Reports. Borrower shall keep and maintain, or shall
cause to be kept and maintained, at Borrower's cost and expense and in accordance with generally
accepted accounting principles, consistently applied, proper and accurate books, records and accounts
reflecting all items of income and expense in connection with the operation of the Premises and in
connection with any services, equipment, or furnishings provided in connection with the operation of the
Premises. Lender and Lender's agents, accountants, attorneys, the Secretary of HUD, and a designated
representative shall have the right from time to time at all times during normal business hours to examine
such books, records and accounts at the office of Borrower or such other person or entity maintaining
such books, records or accounts and to make copies or extracts thereof as Lender shall desire and to
discuss Borrower's affairs, finances and accounts with Borrower and with the officers and principals of
Borrower, at such reasonable times as may be requested by Lender. Borrower shall furnish to Lender
annually within ninety (90) days after the end of Borrower's fiscal year, at Borrower's expense, financial
statements for the Premises for such fiscal year showing in detail all such revenues denived from rents,
profits and all other sources, and all expenses and disbursements made in connection with the Premuses,
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together with a rent roll for the Premises, annual comparative balance sheets, profit and loss statements,
and all supporting schedules covering the operation of the Premises. At Lender's option, all such
statements shall be audited by an independent certified public accountant selected or approved by Lender
and/or certified by Borrower's principal financing officer. Borrower shall further provide Lender, on a
quarterly basis, with such interim balance sheet and profit and loss statements as Lender may require,
which statements shall cover such additional financial matters as Lender may request, shall fairly present
the financial conditions of the subject thereof as of the dates thereof, and shall be certified by Borrower's
principal financial or accounting officer. All such statements and reports shall be prepared 1n accordance
with generally accepted accounting principles, consistently applied. In the event that Borrower shall
refuse or fail to furnish any statement as aforedescribed, or in the event such statement shall be 1inaccurate
or false, or in the event of failure of Borrower to permit Lender or its representatives to mspect the
Premises or the said books and records, Lender may consider such acts of Borrower as a default
hereunder and proceed in accordance with the rights and remedies afforded it under the provisions hereot.

ARTICLE 2

2.01 Events of Default.

(a) The terms “Default,” “default,” “Event of Default” or “event of default,”
wherever used in this Mortgage, shall mean any of the following events:

(1) Failure by Borrower to pay any installment of principal or interest
under the Note or other indebtedness secured by this Mortgage or any other sum that may be due and
payable under any of the Loan Documents, when due and payable;

(11) Any transfer under Paragraph 1.11 (other than a transfer, if any,
which, by the express terms of Paragraph 1.11, does not require Lender's consent) to which Lender shall
not have first consented in writing;

(111) An event shall occur which under the specific terms of Paragraph
1.05 shall give Lender the option to accelerate the maturity of the Indebtedness; or

(1v) Failure by Borrower duly to observe or perform any other term,
covenant, condition or agreement of this Mortgage within fifteen (15) days after written notice of such
failure; provided, however, if such failure cannot be cured within such fifteen (15)-day period, then
failure by Borrower to commence the curing thereof within such fifteen (15)-day period and diligently to
prosecute such curing to completion within a reasonable time thereafter;

(V) The fact that any representation or warranty of Borrower contained
in this Mortgage or in any other Loan Document proves to be untrue or misleading in any respect as of the
time made or as of any subsequent time prior to the satisfaction in full of all of the Indebtedness;

(v1) The occurrence of any default, event of default or Event of Default
under any of the Loan Documents;

(vi1) The filing of any federal tax lien against the Premises;

(viii) The filing by Borrower or any endorser or guarantor of the Note of a

voluntary petition in bankruptcy pursuant to any federal, state or other statute, law or regulation relating
to bankruptcy, insolvency or other relief for debtors (collectively, “Bankruptcy Law”) or the issuing of an
order for relief against Borrower or any endorser or guarantor of the Note under any such Bankruptcy
Law, or the filing by Borrower or any endorser or guarantor of the Note of any petition or answer seeking
or acquiescing in any reorganization, arrangement, composition, readjustment, liquidation, dissolution, or
similar relief for itself under any present or future Bankruptcy Law;

(1x) Borrower's or any such endorser's or guarantor's seeking, consenting
to or acquiescing in the appointment of any trustee, custodian, receiver, or liquidator of Borrower or of
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such endorser or guarantor or of all or any substantial part of the Premises or of any or all of the income,
rents, revenues, issues, earnings, profits or income thereof or of any other property or assets of Borrower
or of such endorser or guarantor; or the making by Borrower or any such endorser or guarantor of any
general assignment for the benefit of creditors, or the admission in writing by Borrower or any such
endorser or guarantor of its inability to pay its debts generally as they become due, or the commission by
Borrower or any such endorser or guarantor of any act providing grounds for the entry or an order for
relief under any Bankruptcy Law;

(x) Failure by Borrower to cause the dismissal of any involuntary
petition in bankruptcy brought against Borrower within sixty (60) calendar days after the same 1s filed but
in any event prior to the entry of an order, judgment, or decree approving such petition;

(x1) The Premises are subjected to actual or threatened waste, or any part
thereof is removed, demolished, or altered without the prior written consent of Lender (other than tenant

alterations or improvements to which Paragraph 1.06(b) does not, by its express terms, apply);

(x11) Borrower or any endorser or guarantor of the Note (if a corporation)
is liquidated or dissolved or its charter expires or 1s revoked, or Borrower or such endorser or guarantor
(if a partnership, limited liability company or business association) 1s dissolved, terminated or partitioned,
or Borrower or such endorser or guarantor (if a trust) is terminated or expires, or Borrower or such
endorser or guarantor (if an individual) dies and the estate of such endorser or guarantor refuses to
acknowledge in writing, promptly upon receipt of written request, its responsibility for such endorsement
or guaranty; or

(x111) The filing by any person or entity of any claim in any legal or
equitable proceeding challenging the second priority lien of this Mortgage, subject only to the Permitted
Exceptions.

2.02  Acceleration of Maturity. If an Event of Default shall have occurred, then the entire
Indebtedness shall, at the option of Lender, become immediately due and payable without notice or
demand, which are hereby expressly waived, time being of the essence of this Mortgage; and no omission
on the part of Lender to exercise such option when entitled to do so shall be construed as a waiver of such
right.

2.03 Lender's Right to Enter and Take Possession, Operate and Apply Revenues.

(a) If an Event of Default shall have occurred, Borrower, upon demand of Lender,
shall forthwith surrender to Lender the actual possession of the Premises and if, and to the extent,
permitted by law, Lender itself, or by such officers or agents as it may appoint, may enter and take
possession of all the Premises without the appointment of a receiver, or an application therefor, and may
exclude Borrower and its respective agents and employees wholly therefrom, and may have joint access
with Borrower to the books, papers and accounts of Borrower.

(b) If Borrower shall for any reason fail to surrender or deliver the Premises or any
part thereof after such demand by Lender, Lender may obtain a judgment or decree conferring upon
Lender the right to immediate possession or requiring Borrower to deliver immediate possession of the
Premises to Lender, to the entry of which judgment or decree Borrower hereby specifically consents.
Borrower will pay to Lender, upon demand, all expenses of obtaining such judgment or decree, including
reasonable compensation to Lender, its attorneys and agents; and all such expenses and compensation
shall, until paid, be secured by the lien of this Mortgage.

(c) Upon every such entering upon or taking of possession, Lender may hold, store,
use, operate, manage and control the Premises and conduct the business thereof and, from time to time: (1)
make all necessary and proper maintenance, repairs, renewals, replacements, additions, betterments and
improvements thereto and thereon and purchase or otherwise acquire additional fixtures, personalty and

A
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other property; (i) insure or keep the Premises insured; (iii) manage and operate the Premises and
exercise all the rights and powers of Borrower to the same extent as Borrower could 1n 1ts own name or
otherwise with respect to the same; and (iv) enter into any and all agreements with respect to the exercise
by others of any of the powers herein granted Lender, all as Lender from time to time may determine to
be in its best interest; and (v) perform all acts required of Borrower as lessor under any lease of all or any
part of the Premises, all as Lender may from time to time determine to be to its best advantage. Lender
may collect and receive all the income, rents, issues, profits and revenues from the Premises, including
those past due as well as those accruing thereafter, and, after deducting: (A) all expenses of taking,
holding, managing and operating the Premises (including compensation for the services ot all persons
employed for such purposes); (B) the cost of all such maintenance, repairs, renewals, replacements,
additions, betterments, improvements, purchases and acquisitions; (C) the cost of such insurance; (D)
such taxes, assessments and other similar charges as Lender may at its option pay; (E) other proper
charges upon the Premises or any part thereof; and (F) the compensation, expenses and disbursements of
the attorneys and agents of Lender, Lender shall apply the remainder of the moneys and proceeds so
received by Lender to the payment of principal and interest in whatever order or priority Lender may
elect. Anything in this Paragraph 2.03 to the contrary notwithstanding, Lender shall not be obligated to
discharge or perform the duties of a landlord to any tenant or incur any liability as the result of any
exercise by Lender of its rights under this Mortgage, and Lender shall be liable to account only for the
rents, incomes, issues, profits, and revenues actually received by Lender.

(d) For the purpose of carrying out the provisions of this Paragraph 2.03, Borrower
hereby irrevocably constitutes and appoints Lender the true and lawful attorney-in-fact of Borrower to do
and perform, from time to time, any and all actions necessary and incidental to such purpose, and
Borrower does, by these presents, ratify and confirm any and all actions of said attorney-in-fact in the
Premuses.

(e) In the event that all such interest, deposits and principal installments and other
sums due under any of the terms, covenants, conditions and agreements of this Mortgage, shall have been
paid and all Events of Default cured and satisfied, and as a result thereof, Lender surrenders possession of
the Premises to Borrower, the same right of taking possession shall exist if any subsequent Event of
Default shall occur.

2.04 Receiver. If an Event of Default shall have occurred, Lender, upon application to a court
of competent jurisdiction, shall be entitled as a matter of strict right without notice and without regard to
the sufficiency or value of any security for the indebtedness secured hereby or the solvency of any party
bound for its payment, to the appointment of a receiver to take possession of and to operate the Premises
and to collect and apply the income, rents, issues, profits, and revenues thereof. The receiver shall have
all of the rights and powers permitted under the laws of the state within which the Land is located.
Borrower shall pay to Lender upon demand all expenses, including receiver's fees, attorneys' tees, costs,
and agent's compensation, incurred pursuant to the provisions of this Paragraph 2.04; and all such
expenses shall be secured by this Mortgage.

2.05 Enforcement. Should Borrower fail to pay the Indebtedness when due, or should there
be any other Default hereunder or under any of the other Loan Documents, and should Lender exercise its
option to accelerate the maturity of the Indebtedness, then all of the Indebtedness shall become due and
payable at once, whereupon Lender, its successors and assigns, agents or attorneys, are hereby authorized
and empowered to sell the Premises hereby conveyed at auction for cash, at the Shelby County
Courthouse Door in the County of Shelby, Alabama, first having given notice of the time, place, and
terms of said sale, together with a description of the property to be sold, once a week for three (3)
successive weeks by publication in any newspaper of general circulation then published in the County
where the Premises is located and execute proper conveyance to the purchaser, and out of the proceeds of
such sale, Lender shall first pay all expenses incident thereto, together with a reasonable attorney's tee,
then retain enough to pay the Indebtedness and interest thereon, and any sums advanced by Lender for

I
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delinquent taxes, assessments or insurance premiums, and the balance, if any, paid over to the parties
entitled thereto according to applicable law. The auctioneer or person making the sale is hereby
empowered and directed to make and execute a deed to the purchaser in the name of Borrower. It 1s also
agreed that in case Lender, its successors or assigns, sees fit to foreclose this Mortgage in a court having
jurisdiction thereof, Borrower will pay a reasonable attorney's fee therefor, which fee shall be and

constitute a part of the Indebtedness.

2.06 Purchase by Lender. Upon any foreclosure sale, Lender may bid for and purchase the
Premises the same as if it were a stranger to this Mortgage and shall be entitled to apply all or any part of
the Indebtedness as a credit to the purchase price.

2.07 Borrower as Tenant Holding Over. In the event of any such foreclosure sale by
Lender, Borrower shall be deemed a tenant holding over and shall forthwith deliver possession to the
purchaser or purchasers at such sale or be summarily dispossessed according to provisions of law
applicable to tenants holding over.

2.08 Leases. Lender, at its option, is authorized to foreclose this Mortgage subject to the
rights of any tenants of the Premises, and the failure to make any such tenants parties to any such
foreclosure proceedings and to foreclose their rights will not be, nor be asserted to be by Borrower, a
defense to any proceedings instituted by Lender to collect the Indebtedness.

2.09 Discontinuance of Proceedings. In case Lender shall have proceeded to enforce any
right, power or remedy under this Mortgage by foreclosure, entry or otherwise, and such proceeding shall
have been withdrawn, discontinued or abandoned for any reason, or shall have been determined adversely
to Lender, then in every such case (i) Borrower and Lender shall be restored to their former positions and
rights, (ii) all rights, powers and remedies of Lender shall continue as if no such proceedings had been
taken, (iii) each and every Default declared or occurring prior or subsequent to such withdrawal,
discontinuance or abandonment shall, and shall be deemed to, be a continuing Default and (1v) neither this
Mortgage, nor the Note, nor the Indebtedness, nor any other of the other Loan Documents shall be or shall
be deemed to have been reinstated or otherwise affected by such withdrawal, discontinuance or
abandonment; and Borrower hereby expressly waives the benefit of any statute or rule of law now
provided, or which may hereafter be provided, which would produce a result contrary to or in contlict
with the above.

2.10 No Reinstatement. If a Default under Paragraph 2.01(a)(1) shall have occurred and
Lender shall have proceeded to enforce any right, power or remedy permitted hereunder, then a tender of
payment by Borrower or by anyone on behalf of Borrower of the amount necessary to satisfy all sums due
hereunder made at any time prior to foreclosure, or the acceptance by Lender of any such payment so
tendered, shall not constitute a reinstatement of the Note or this Mortgage.

2.11 Remedies Cumulative. No right, power or remedy conferred upon or reserved to Lender
by this Mortgage is intended to be exclusive of any other right, power or remedy, but each and every such
right, power and remedy shall be cumulative and concurrent and shall be in addition to any other right,
power and remedy given hereunder or now or hereafter existing at law or in equity or by statute.

2.12  Suits to Protect the Premises. Lender shall have power (1) to institute and maintain
such suits and proceedings as it may deem expedient to prevent any impairment of the Premises by any
acts which may be unlawful or any violation of this Mortgage, (ii) to preserve or protect its interest in the
Premises and in the income, rents, issues, profits and revenues arising therefrom, and (111) to restrain the
enforcement of or compliance with any legislation or other governmental enactment, rule or order that
may be unconstitutional or otherwise invalid, if the enforcement of or compliance with such enactment,
rule or order would impair the security hereunder or be prejudicial to the interest of Lender.

2.13 Lender May File Proofs of Claim. In the case of any receivership, insolvency,
bankruptcy, reorganization, arrangement, adjustment, composition or other proceedings affecting
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Borrower, its creditors or its property, Lender (to the full extent permitted by law) shall be entitled to file
such proofs of claim and other documents as may be necessary or advisable in order to have the claims of

Lender allowed on such proceedings for the entire amount of the Indebtedness at the date of the
institution of such proceedings and for any additional amount of the indebtedness after such date.

2.14 Marshalling. At any foreclosure sale, the Premises may, at Lender's option, be offered
for sale for one total price, and the proceeds of such sale accounted for in one account without distinction
between the items of security or without assigning to them any proportion of such proceeds, Borrower
hereby waiving (to the full extent allowed by law) the application of any doctrine of marshalling; and, in
case Lender, in the exercise of the power of sale herein given, elects to sell the Premises m parts or
parcels, said sales may be held from time to time, and the power shall not be fully executed until all of the
Premises not previously sold shall have been sold.

2.15  Security Deposits. If Borrower shall obtain from a tenant or subtenant of the Premuses,
or a part thereof, a deposit to secure such tenant's or subtenant's obligations, such funds, following any
default under this Mortgage, shall be deposited with Lender in an account maintained by Lender 1 1its
name; but any such deposit actually received by Lender shall be returned to Borrower when and 1f
required, by the terms of any such lease, sublease or occupancy agreement, to be paid over to the tenant or
subtenant; and Borrower represents that the provisions of any applicable laws relating to security deposits
have been satisfied with respect to each existing tenant, subtenant or occupant of the Premises and agrees
that they will be satisfied with respect to each new tenant, subtenant, or occupant of the Premises; and
Borrower will furnish details of such satisfaction from time to time upon the request of Lender in such
detail as Lender may require.

2,16 Waiver of Appraisement and Valuation. Borrower agrees (to the full extent permitted
by law) that in case of a Default on the part of Borrower hereunder, neither Borrower nor anyone
claiming through or under Borrower will set up, claim or seek to take advantage of any moratorium,
reinstatement, forbearance, appraisement, valuation, stay, extension, homestead, or exemption laws now
or hereafter in force, in order to prevent or hinder the enforcement or foreclosure of this Mortgage, or the
delivery of possession thereof immediately after such sale to the purchaser at such sale, and Borrower, for
itself and all who may at any time claim through or under it, hereby waives (to the full extent allowed by
law) the benefit of all such laws, and any and all right to have the assets subject to the security interest ot
this Mortgage marshalled upon any foreclosure.

2.17 Waiver of Homestead. Borrower hereby waives and renounces all homestead and
exemption rights provided for by the Constitution and the laws of the United States of America and of
any state, in and to the Premises as against the collection of the Indebtedness, or any part hereof.

ARTICLE 3

3.01 Successors and Assigns. Subject to Paragraph 1.11(a) hereof, this Mortgage shall inure
to the benefit of and be binding upon Borrower and Lender and their respective legal representatives,
successors, and assigns. Whenever a reference is made in this Mortgage to Borrower or Lender, such
reference shall be deemed to include a reference to the legal representatives, successors, and assigns of
Borrower or Lender, whether so expressed or not.

3.02 Terminology. All personal pronouns used in this Mortgage whether used in the
masculine, feminine, or neuter gender, shall include all other genders; the singular shall include the plural,
and vice versa. Titles and Articles are for convenience only and neither limit nor amplify the provisions
of this Mortgage itself and all references herein to Articles, Paragraphs, or Subparagraphs shall refer to
the corresponding Articles, Paragraphs, or Subparagraphs of this Mortgage unless specific reference 1s
made to such Articles, Paragraphs, or Subparagraphs of another documents or instrument.

3.03 Severability. If any provision of this Mortgage or the application thereof to any person
or circumstance shall be invalid or unenforceable to any extent, the remainder of this Mortgage and the
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application of such provisions to other persons or circumstances shall not be atfected thereby and shall be
enforced to the greatest extent permitted by law.

3.04 Applicable Law. This Mortgage shall be interpreted, construed and enforced according
to the laws of the State of Alabama.

3.05 Notices, Demands, and Requests. All notices, demands or requests provided for or
permitted to be given pursuant to this Mortgage shall be 1n writing and shall be delivered in person or sent
by registered or certified United States mail, postage prepaid, return receipt requested, to the addresses set
out below or to such other addresses as are specified by no less than ten (10) days prior written notice
delivered in accordance herewith:

LENDER: Alabama Housing Finance Authority
as Administrator of Alabama's HOME Program
P. O. Box 242967
Montgomery, AL 36124-2967
Attention: HOME Coordinator

BORROWER: Cobblestone Creek, Ltd.
496 Highway 67 South
Decatur, Alabama 35603
Attention: William M. Dinsmore

All such notices, demands and requests shall be deemed effectively given and delivered two (2)
days after the postmarked date of mailing, or, if delivered personally, when received. Rejection or other
refusal to accept or the mability to deliver because of a changed address of which no notice was given
shall be deemed to be receipt of the notice, demand, or request sent.

3.06 Consents and Approvals. All approvals and consents hereunder shall be in writing and
no approval or consent shall be deemed to have been given hereunder unless evidenced in a writing
signed by the party from whom the approval or consent is sought.

3.07 Waiver.

(a) No delay or omission of Lender or of any holder of the Note to exercise any
right, power or remedy accruing upon any default shall exhaust or impair any such right, power or remedy
or shall be construed to be a waiver of any such default, or acquiescence therein; and every right, power
and remedy given by this Mortgage to Lender may be exercised from time to time and as often as may be
deemed expedient by Lender. No consent or waiver, express or implied, by Lender to or of any breach or
default by Borrower in the performance of the obligations hereunder shall be deemed or construed to be a
consent or waiver to or of any other breach or default in the performance of the same or any other
obligations of Borrower hereunder. Failure on the part of Lender to complain of any act or failure to act
or to declare an Event of Default, irrespective of how long such failure continues, shall not constitute a
waiver by Lender of its rights hereunder or impair any rights, powers or remedies consequent on any
breach or default by Borrower.

(b) If Lender: (1) grants forbearance of an extension of time for the payment of any
sums secured hereby; (11) takes other or additional security for the payment of any sums secured hereby;
(111) waives or does not exercise any right granted herein or in the Note; (iv) releases any part of the
Premises from the lien of this Mortgage or otherwise changes any of the terms, covenants, conditions or
agreements of the Note or this Mortgage; (v) consents to the filing of any map, plat or replat affecting the
Premises; (v1) consents to the granting of any easement or other right affecting the Premises; or (vii)
makes or consents to any agreement subordinating the lien hereof, any such act or omission shall not
release, discharge, modify, change or affect the original liability under the Note, this Mortgage or any
other obligation of Borrower or any subsequent purchaser of the Premises or any part thereof, or any
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maker, co-signer, endorser, surety or guarantor; nor shail any such act or omission preclude Lender from
exercising any right, power or privilege herein granted or intended to be granted in the event of any
default then made or of any subsequent default. In the event of the sale or transfer by operation of law or
otherwise of all or any part of the Premises, Lender, without notice, is hereby authorized and empowered
to deal with any such vendee or transferee with reference to the Premises or the indebtedness secured
hereby, or with reference to any of the terms, covenants, conditions or agreements hereot, as fully and to
the same extent as it might deal with the original parties hereto and without in any way releasing or
discharging any liabilities, obligations or undertakings of Borrower. In no event, however, shall the
provisions of this Paragraph 3.07(b) be construed in derogation of Paragraph 1.11 hereot.

3.08 Replacement of Note. Upon receipt of evidence reasonably satisfactory to Borrower of
the loss, theft, destruction or mutilation of the Note, and in the case of any such loss, theit or destruction,
upon delivery of an indemnity agreement reasonably satisfactory to Borrower or, in the case of any such
mutilation, upon surrender and cancellation of the Note, Borrower will execute and deliver, in lieu
thereof, a replacement Note, identical in form and substance to the Note and dated as of the date of the
Note and upon such execution and delivery all references 1in this Mortgage to the Note shall be deemed to
refer to such replacement Note.

3.09 Assignment. This Mortgage i1s assignable by Lender, and any assignment hereof by
Lender shall operate to vest in the Assignee all rights and powers herein conferred upon and granted to

[Lender.

3.10 Time of the Essence. TIME IS OF THE ESSENCE with respect to each and every
covenant, agreement, and obligation of Borrower under this Mortgage, the Note and any and all other

Loan Instruments.

3.11 Attorneys' Fees. The meaning of the terms “legal fees” or “attorneys' fees” or any other
reference to the fees of attorneys or counsel, wherever used 1n this Mortgage, shall be deemed to include,

without limitation, all legal fees relating to litigation or appeals at any and all levels of courts and
administrative tribunals.

3.12  Further Stipulations. The covenants, agreements, and provisions, if any, set forth in
Exhibit “E” attached hereto are hereby made a part of this Mortgage. In the event of any conflict between
such further stipulations and any of the printed provisions of this Mortgage, such further stipulations shall

be deemed to control.
ARTICLE 4

4.01 Tenant Income Structure. Except as provided in Paragraph 4.03, no HOME-designated
unit may be occupied by a household whose annual income exceeds sixty percent (60%) of the area

median income as determined annually by HUD.

4.02 Rent Restrictions. Except as provided in Paragraph 4.03, the units shall be subject to the
rent limitation requirements and tenant income requirements set forth in Section 4 of the Declaration of
Land Use Restrictive Covenants for Alabama’s HOME Program recorded in Instrument No.
20060918000462400 1n the Office of the Judge of Probate of Shelby County, Alabama.

4.03 Temporary Violations. Temporary violations of Paragraphs 4.01 and 4.02 caused by an
increase in the incomes of an existing tenant shall not constitute a violation of the covenants, terms, and
conditions, or agreements contained herein, and a lien shall not be established, provided that vacant
HOME-designated units thenceforth are rented to new tenants such that said violations will tend to be

corrected.

4.04 Annual Recertification. Borrower shall re-examine and re-certify on an annual basis,
the income of each tenant household occupying a HOME-designated unit and shall adjust rents i1f, and to
the extent, required for continued participation of the project in the HOME and Low-Income Housing Tax
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Credit programs.
ARTICLE 5

5.01 Fair Housing and Equal Opportunity. Borrower shall comply with the following as
they may be amended and/or superseded from time to time: Fair Housing Act (24 CFR 100); Executive
Order 11063 (24 CFR 107); Section 504 of the Rehabilitation Act of 1973 (24 CFR 8);, Age
Discrimination Act of 1975 (24 CFR 146); Executive Order 11246 (41 CFR 60); Title IV Civil Rights Act
of 1964 (24 CFR 1); and Section 3 of the Housing and Urban Development Act of 1968 (12 U. S. C.

1701u).

5.02 Records. Borrower shall maintain records, and provide legible copies thereot to Lender
upon request, which reflect the extent to which each racial and ethnic group, elderly, disabled, and the
gender of single-headed households, have applied for a HOME-designated unit, have occupied a HOME-
designated unit, or have terminated occupancy of a HOME-designated unit and include reason(s) for

termination.

5.03 Leasing Documentation. Prior to leasing any HOME-designated unit, Borrower shall
have in hand, and current: (1) rent schedules, (2) utility allowances, (3) tenant selection, occupancy, and
termination policies, and (4) tenant lease forms applicable to HOME-designated units. All of said
instruments shall comply with applicable requirements of the HOME Investment Partnerships Program
and all other applicable laws.

5.04 Section 8 Tenants. Borrower shall not refuse to lease to a holder of a certificate of
family participation under 24 CFR part 882 (Rental Certificate Program) or a rental voucher under 24
CFR part 887 (Rental Voucher Program) or to the holder of a comparable document evidencing
participation in a HOME tenant-based assistance program because of the status of the prospective tenant
as a holder of such certificate of family participation, rental voucher, or comparable HOME tenant-based

assistance document.

5.05 Equal Housing. Borrower shall display the HUD Equal Housing Opportunity poster, or
a reasonable facsimile, at one or more locations within the project that are frequented by tenants and
visitors. Borrower shall include the HUD Equal Housing Opportunity logo and/or slogan, or a reasonable
facsimile thereof, on project letterhead, forms, advertising, tenant literature, and media releases.

ARTICLE 6

6.01 Exculpatory Provision. Except as hereinafter provided, Lender agrees that (1) Borrower
and its partners shall be liable upon the Indebtedness to the full extent (but only to the extent) ot the
security for the payment of the Note, the same being all properties, rights, and estates described in the
Loan Documents, (i1) if default occurs in the timely and proper payment of all or any part of such
Indebtedness, any judicial proceedings brought by Lender against Borrower or its partners shall be limited
to the preservation, enforcement and foreclosure, or any thereof, or the liens, security titles, estates,
assignments, rights and security interests now or at any time hereafter securing the payment of the Note,
and no attachment, execution or other writ of process shall be sought, 1ssued or levied upon any assets,
properties or funds of Borrower or of its partners other than the properties, rights, estates and interests
described in the Loan Documents, and (111) in the event of a foreclosure of such liens, security titles,
estates, assignments, rights and security interests securing the payment of the Note, no judgment for any
deficiency upon such Indebtedness shall be sought or obtained by Lender against Borrower or its partners;
PROVIDED, HOWEVER, that, notwithstanding the foregoing provisions of this paragraph, Borrower
and its general partners shall be fully and personally liable at all times for (a) any costs, expenses or
liability, including attorney's fees, incurred by Lender arising from any order, consent decree or
settlement relating to the clean-up of toxic or hazardous materials or waste products, (b) fraud or
misrepresentation, and (¢) the misapplication of (1) proceeds paid prior under any insurance policies by
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reason of damage, loss or destruction to all or any portion of the properties encumbered by the Loan
Documents, or any of them, to the full extent of such proceeds, (ii) proceeds or awards resulting from the
condemnation or other taking in lieu of condemnation of any portion of the properties encumbered by the
Loan Documents, or any of them, to the full extent of such proceeds or awards, or (111) income, rents,
issues, profits and revenues (collectively “rents”) arising or issuing from or out of the Premises or any
part thereof following Lender's exercise of its rights to receive such rents pursuant to the Loan
Documents. Nothing contained in this paragraph shall (1) be deemed to be a release or impairment ot the
Indebtedness or the lien of the Loan Documents upon the properties described therein, (2) preclude
Lender from foreclosing the Loan Documents in case of any default or from enforcing any of the other
rights of Lender except as expressly stated in this paragraph, or (3) preclude Lender from enforcing its
right under any guarantee(s) of the Indebtedness, pursuant to the terms of such guarantee(s).

6.02 Reserves.

(a) Borrower shall establish and maintain all reserves required by the Commitment
(all such reserves being hereinafter collectively referred to as the “Reserves™).

(b) Borrower hereby grants Lender a security interest in the Reserves and any
certificate(s) of deposit or other instrument(s) given in lieu of, or in addition to, such Reserves.

6.03 First Mortgage. This Mortgage i1s subject and subordinate to that certain first mortgage
given by Borrower to Compass Bank (“First Mortgagee”) dated November 17, 2006 and recorded
November 20, 2006 at Instrument No. 20061120000566740, in the Oftfice of the Judge of Probate of
Shelby County, Alabama (the “First Mortgage™). A default under the First Mortgage or under any of the
documents evidencing and/or securing the loan secured by the First Mortgage shall, giving consideration
to any grace or cure period that may be expressly provided for therein, constitute a default under this
Mortgage and the other Loan Documents. Lender acknowledges that its rights to insurance proceeds
under Paragraph 1.03 and its rights to condemnation awards under Paragraph 1.05 are subject and
subordinate to the rights of First Mortgagee under the First Mortgage with respect thereto.

[Remainder of this page intentionally blank. ]
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IN WITNESS WHEREOF, Borrower has executed, sealed and delivered this Mortgage the day,
month, and year first above written.

COBBLESTONE CREEK, LTD., an Alabama limited
partnership

BY: HOUSING INVESTORS, INC., an Alabama
corporation, its general partner

F

Am_‘

William M. Dinmore, 1ts President

By{if

'\/

STATE OF ALABAMA )

MONTGOMERY COUNTY )

I, the undersigned, a Notary Public in and for said County in said State, hereby certify that
William M. Dinsmore, whose name as President of Housing Investors, Inc., an Alabama corporation,
general partner of Cobblestone Creek, Ltd., an Alabama limited partnership, 1s signed to the foregoing
instrument and who is known to me, acknowledged before me on this day that, being informed of the
contents of the foregoing instrument, he, acting in his capacity as such President and with full authority,
executed the same voluntarily on the date hereof, for and on behalf of said corporation acting 1n its

capacity as general partner of said limited partnership. y

Given under my hand and official seal this / J7 day of September, 2009.

;
s f;
Notary Public My cofr_:;n_%ssion expires May 21, 2011.

[SEAL] My Commission Expires:
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EXHIBIT “A”
LEGAL DESCRIPTION

Lot 2C of a Resurvey of Lot 2, Old Wooley Estates, a subdivision located in Section 16,
Township 22 South, Range 3 West, Shelby County, Alabama, as shown by plat of record in Map
Book 33, at Page 48, in the Office of the Judge of Probate of Shelby County, Alabama being the
same parcel as shown on the survey of Nathan G. Johnson certified May 6, 2009 and described
as follows: Lot 2C of “A Resurvey of Lot 2 of Old Wooley Estates” as recorded in Plat Book 33,
Page 48 of the Probate Office, Shelby County, Alabama.

ALONG WITH THE FOLLOWING DESCRIBED EASEMENT FOR OFF-SITE SEWER LINE,
TO-WIT:

Commencing at a 5/8 inch rebar at the NW corner of Lot 2C of a Resurvey of Lot 2 Old Wooley
Estates on record in Plat Book 33, Page 48 of the Probate Office of Shelby County, Alabama;

thence S 89°58'11" E a distance of 766.26 feet to the point of beginning; thence from the point
of beginning N 02°27'31" W a distance of 55.46 feet to a point; thence S 87°32'31" W a distance
of 20.00 feet to a point; thence S 02°27'31" W a distance of 54.61 feet to a point located on the

north boundary line of said Lot 2C; thence N 89°58'11" W a long said property line a distance of
20.02 feet to the point of beginning, and containing 1100.63 square feet, more or less.

RO
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EXHIBIT “B”
PERMITTED EXCEPTIONS

Current ad valorem taxes.

The First Mortgage.

Declaration of Land Use Restrictive Covenants for Low-Income Housing Tax Credits
recorded in Instrument No. 20060918000462410, in the Office of the Judge of Probate of

Shelby County, Alabama.

Declaration of Land Use Restrictive Covenants for Alabama's HOME Program recorded in
Instrument No. 20060918000462400, in the Office of the Judge of Probate of Shelby County,

Alabama.
Rights of tenants, as tenants only, in possession under unrecorded leases.

Thirty foot building setback line around perimeter of subject lot and pump station easement
as shown by plat of a resurvey of Lot 2, Old Wooley Estates recorded in Map Book 33, Page

48, 1n the Office of the Judge of Probate of Shelby County, Alabama.
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EXHIBIT " C"

$1,840,490.00 September 18, 2009
Montgomery, Alabama

PROMISSORY NOTE

FOR VALUE RECEIVED, the undersigned (“Borrower” whether one or more) promises to pay to the
order of Alabama Housing Finance Authority, a public corporation and instrumentality of the State of
Alabama, acting solely in its capacity as Administrator of the State of Alabama's HOME Investment
Partnerships Program (hereinafter referred to as “Payee”), or any subsequent holder(s) hereot (Payee and
any such subsequent holder(s) being referred to as “Holder”), at Payee's address, P.O. Box 242967,
Montgomery, Alabama 36124-2967, or at such other place as Holder shall designate from time to time 1n
writing, the principal sum of ONE MILLION EIGHT HUNDRED FORTY THOUSAND FOUR
HUNDRED NINETY AND NO/100 DOLLARS ($1,840,490.00), or so much thereof as may have been
advanced, together with interest on the unpaid principal balance of such indebtedness from time to time
outstanding from the date hereof at the rates hereinafter set forth, in lawful money of the United States of
America, such principal and interest being due and payable as follows:

INTEREST RATE
The pre-default interest rate payable under this Note 1s fixed at one-half of one percent (2 of 1%) per

annum for the term of this Note. Pre-default interest shall accrue and compound annually and shall be
payable at the Maturity Date (as hereinafter defined). In the event of a default under any of the Loan
Documents (hereinafter defined), giving consideration to any grace or cure period that may be expressly
provided for therein, the interest rate on the entire unpaid balance of this Note shall increase to the greater
of (i) twelve percent (12%) per annum or (i1) four percent (4%) per annum 1n excess of the prime rate (to
float) published in The Wall Street Journal under the heading “Money Rates,” until the default 1s fully
cured or this Note 1s paid in full.

PAYMENT OF PRINCIPAL
This Note is payable on DEMAND in the event, but only in the event, of a default under any of the Loan

Documents, giving consideration to any grace or cure period that may be expressly provided for therein;
otherwise, this Note is payable in full twenty (20) years after the date of this Note (the “Matunty Date™).

EXCESS CASH FLOW
Except as herein otherwise expressly provided, Borrower hereby watves all claims or future claims to any

excess cash flow (hereinafter defined) from the project (the “Project”) covered by the Mortgage
(hereinafter defined) and acknowledges the Holder's rights thereto. For purposes hereof, “excess cash
flow” shall mean the amount by which actual rents plus other income from the Project exceed 1.4 times
the Project's total actual operating expenses and debt service (including deposits required by Holder made
by Borrower to reserve accounts required by Holder). Excess cash flow shall be determined as of the end
of each calendar year. Fifty percent (50%) of the excess cash flow shall be remitted to Holder prior to
May 1 of the immediately following calendar year to be applied against the outstanding balance of this
Note and the remainder shall be retained by Borrower solely for distribution to 1ts partners.

SECURITY

Borrower has given the Payee a Mortgage and Security Agreement of even date herewith (the
“Mortgage”) covering real property (and improvements located thereon) in Shelby County, Alabama, and
also covering the personal property described therein. This Note, the Mortgage and any other document
evidencing, securing, relating to or guaranteeing all or any part of the indebtedness hereunder are
sometimes collectively referred to as the “Loan Documents.” This Note also may be secured by other
property given to Holder as collateral in other agreements from time to time existing between Borrower
and Holder. References to the Loan Documents and to such other agreements shall not affect or impair
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the absolute and unconditional obligation of Borrower to pay the principal of and interest on this Note
when due.

To the full extent not prohibited by applicable law, Holder may, but shall not be required to, apply to or
set off against any amount owed under this Note, any funds, credit or property held by, in transit to or in
possession of, Holder for the account of any Borrower, all without notice to or consent of Borrower.

LATE CHARGE

If any payment required by this Note or any of the other Loan Documents is not received by Holder
within ten (10) days of its due date, Borrower shall pay Holder within five (5) days of receipt of demand
therefor a late charge equal to the lesser of (a) five percent (5%) of the amount of the late payment or (b)
the maximum amount allowed by law. Holder's acceptance of a subsequent payment not accompanied by
any late charge then due and payable shall not constitute a waiver of Holder's right to receive such late

payment.

PREPAYMENT CHARGE
Borrower may prepay this Note in full or in part at any time without a prepayment charge or premium.

PURPOSE OF LOAN
The loan evidenced by this Note is made for business purposes.

DEFAULT

Any one or more of the following events shall constitute a default under this Note: (a) Borrower's failure
to pay principal or interest under this Note when due; (b) Borrower's failure to perform or comply in a
timely manner with any of the (i) other obligations or provisions of this Note and any renewals,
modifications, refinancing and extensions thereof, (11) obligations or provisions under any other Loan
Document, or (ii1) other obligations and indebtedness of Borrower to Holder now existing or hereafter
incurred or arising, direct or indirect, and however incurred or any part thereof; (c) if Borrower shall file
for bankruptcy, insolvency, reorganization, moratorium or any other similar proceeding, or be
involuntarily placed in any such proceeding and such proceeding not be dismissed within sixty (60) days
of the commencement thereof; (d) if Borrower shall be dissolved, terminated or merged with any other
entity or, if Borrower is an individual or group of individuals, any such individual shall die; or (e) 1f
Borrower shall default under any of the other Loan Documents and such default shall not be cured within
the time specifically provided for therein. Upon the happening of any one or more of said events of
default, Holder shall have the right at its election and without notice to Borrower to declare the full
amount of principal, interest and other charges under this Note and all other indebtedness of Borrower to
Holder, immediately due and payable. No delay in making such election shall be construed as a waiver of
the right to make such election.

WAIVERS, COSTS OF COLLECTION, MISCELLANEOUS

Borrower, to the extent not prohibited by applicable law, hereby: (a) waives as to this debt or any
renewal, modification, extension or refinancing thereof all rights of exemption under the Constitution or
laws of the State of Alabama or any other state as to real or personal property; (b) waives demand,
presentment, protest, notice of protest, notice of dishonor, suit against any party and all other
requirements necessary to hold Borrower liable hereunder; (c) agrees that time of payment may be
extended or renewal notes taken or other indulgence granted without notice of or consent to such action
and without release of liability as to Borrower; and (d) agrees to pay all costs of collection and/or
attempting to collect or secure this Note, including reasonable attorney's fees whether or not suit be filed.
This Note shall be construed in accordance with the laws of the State of Alabama. If a provision of this
Note is or becomes invalid or unenforceable, the remaining provisions shall not be affected thereby. Any
change or modification to this Note must be in writing signed by both Holder and Borrower.

L
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APPLICATION OF PAYMENTS
All payments made under this Note shall be applied first in reduction of any sums advanced by Holder to

cure Borrower's defaults under any of the Loan Documents, next in reduction of current interest, if any,
and any remaining amount in reduction of the outstanding principal balance.

FORBEARANCE
Holder shall not be deemed to have waived any of Holder's rights or remedies under this Note unless such

waiver is express and in a writing signed by Holder, and no delay or omission by Holder in exercising, or
failure by Holder on any one or more occasions to exercise, any of Holder's rights hereunder or under any
other of the Loan Documents, or at law or in equity, including, without limitation, Holder's night, after
any default by Borrower, to declare the entire indebtedness evidenced hereby immediately due and
payable, shall be construed as a novation of this Note or shall operate as a waiver or prevent the
subsequent exercise of any or all of such rights. Acceptance by Holder of any portion or all of any sum
payable hereunder whether before, on or after the due date of such payment, shall not be a waiver of
Holder's right either to require prompt payment when due of all other sums payable hereunder or to
exercise any of Holder's rights, powers and remedies hereunder or under the other Loan Documents. A
waiver of any right tn writing on one occasion shall not be construed as a waiver of Holder's right to insist
thereafter upon strict compliance with the terms hereof without previous notice of such intention being
given to Borrower, and no exercise of any right by Holder shall constitute or be deemed to constitute an
election of remedies by Holder precluding the subsequent exercise by Holder of any or all of the rights,
powers and remedies available to it hereunder, under any of the other Loan Documents, at law or in
equity. To the full extent not prohibited by law, Borrower expressly waives the benefit of any statute or
rule of law or equity now provided, or which may hereafter be provided, which would produce a result
contrary to, or in conflict with, the foregoing. Borrower consents to any and all renewals and extensions
in the time of payment hereof without in any way atfecting the liability of Borrower or any person liable
or to become liable with respect to any indebtedness evidenced hereby. No extension of the time for the
payment of this Note or any installment due hereunder, made by agreement with any person now or
hereafter liable for the payment of this Note, shall operate to release, discharge, modify, change or affect
the original liability of Borrower under this Note, either in whole or in part, unless Holder agrees
otherwise in writing.

LIMIT ON INTEREST
If, from any circumstances whatsoever, fulfillment of any provision of this Note, at the time performance

of such provision shall be due, shall involve transcending the limit on interest presently prescribed by any
applicable usury statute or any other applicable law, with regard to obligations of like character and
amount, then Holder may, at its option (1) reduce the obligations to be fulfilled to such limit on interest, or
(11) apply the amount that would exceed such limit on interest to the reduction of the outstanding principal
balance of this Note and not to the payment of interest, with the same force and effect as though Borrower
had specifically designated such sums to be so applied to principal and Holder had agreed to accept such
extra payment(s) as a premium-free prepayment, so that in no event shall any exaction be possible under
this Note that is 1n excess of the applicable limit on interest. It is the intention of Borrower and Holder
not to create any obligation in excess of the amount allowable by applicable law. The provisions of this
paragraph shall control every other provision of this Note.

NOTICE

Wherever any notice is required or permitted to be given hereunder, the same shall be in writing and shall
be delivered in person or sent by registered or certified United States mail, postage prepaid, return receipt
requested, or by commercial courier, to Borrower's address set out below or to such other address as
Borrower may specify in no less than thirty (30) days prior written notice delivered to Holder in
accordance herewith:

3 L
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Cobblestone Creek, 1.td.
496 Highway 67 South

Decatur, Alabama 35603
Attention: William M. Dinsmore

All such notices shall be deemed effectively given and delivered two (2) days after the postmarked date of
mailing or, if delivered personally or by commercial courier, when received. Rejection or other refusal to
accept or the inability to deliver because of a changed address of which no notice was given in accordance
with the time period hereinabove provided, shall be deemed to be receipt of the notice sent.

EXCULPATION
Subject to the provisions of any guarantee(s) of this Note, but notwithstanding anything else to the

contrary in this Note or in any other of the Loan Documents, in any action or proceeding brought to
enforce the obligation of Borrower to pay the indebtedness evidenced by this Note, to enforce the
obligation of Borrower to pay any indebtedness or obligation created or arising under any of the other
Loan Documents, or any of them, or to exercise any right of foreclosure or power of sale contained in the
Loan Documents, the judgment or decree shall be enforceable against Borrower and its partners only to
the extent of the interest of Borrower and its partners in the property described in the Loan Documents,
and any such judgment shall not be subject to the execution on, nor be a lien on, any assets of Borrower
or of its partners other than Borrower's and its partners' interest in such property, it being specifically
understood and agreed that Borrower and its partners shall have no personal liability hereunder for the
payment of this Note, and Holder shall look only to the property described in the Loan Documents and
any guarantee(s) of this Note for the payment of the indebtedness evidenced hereby; PROVIDED,
HOWEVER, that, notwithstanding the foregoing provisions of this paragraph, Borrower and its general
partners shall be fully and personally liable at all times for (a) any costs, expenses or liability, including
attorney's fees, incurred by Holder arising from any order, consent decree or settlement relating to the
clean-up of toxic or hazardous materials or waste products, (b) fraud or misrepresentation and (c) the
misapplication of (1) proceeds paid under any insurance policies by reason of damage, loss or destruction
to all or any portion of the properties encumbered by the Loan Documents, or any of them, to the full
extent of such proceeds, (11) proceeds or awards resulting from the condemnation or other taking in lieu of
condemnation of all or any portion of the properties encumbered by the Loan Documents, or any of them,
to the full extent of such proceeds or awards or (i11) income, rents, issues, profits and revenues
(collectively “rents”) arising or issuing from or out of all of any part of such property encumbered by the
Loan Documents following Holder's exercise of its right to receive such rents pursuant to the Loan
Documents. Nothing contained in this paragraph shall (1) be deemed to be a release or impairment of the
indebtedness evidenced by this Note or the lien of the Loan Documents upon the properties encumbered
thereby, (2) preclude Holder, in the case of any default, from foreclosing the Loan Documents, or,
exercising any power of sale contained in the Loan Documents, or, except as expressly limited in this
paragraph, from enforcing any of the other rights of Holder, or (3) preclude Holder from enforcing its
rights under any guarantee(s) of the indebtedness, pursuant to the terms of such guarantee(s).

TIME IS OF THE ESSENCE
TIME IS OF THE ESSENCE in complying with all of the terms, provisions and conditions of this Note.

EXECUTION

Borrower has subscribed its name hereto without condition that anyone else should sign or become bound
hereon and without any other condition whatever being made. The term “Borrower” as used herein shall
include the maker(s) of this Note and all person(s) or entity(ies) now or hereafter liable with respect to
this Note, whether as maker, principal, surety, guarantor, endorser or otherwise, each of whom shall be
jointly and severally liable for all of the obligations of Borrower hereunder. The provisions hereof are
binding on the heirs, executors, administrators, assigns and successors of Borrower and shall inure to the

: MR
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benefit of Payee, its successors and assigns, and every subsequent Holder of this Note. Borrower

acknowledges receipt of a completed copy hereof.

SIGNED, SEALED AND DELIVERED by Borrower as of the date first above written.

COBBLESTONE CREEK, LTD., an Alabama Ilimited
partnership

HOUSING INVESTORS, INC,,

BY:

corporation, its general partner

e

By: /\ 1/ @h

William M. Dirfsmore, its President

N

an Alabama

|
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EXHIBIT “D”

UCC INFORMATION

The name of the Debtor 1s Cobblestone Creek, Ltd..

The name of the Secured Party 1s Alabama Housing Finance Authority, a public
corporation and instrumentality of the State of Alabama.

The principal place of business of the Debtor is 496 Highway 67 South, Decatur,
Alabama 35603.

The Debtor has been operating under said name and identity since June 16, 2006.
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EXHIBIT “E”

FURTHER STIPULATIONS

NONE.

i
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