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Counsel for Intercity Investment Properties, Inc.
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

Inre:

Northwest Senior Housing Corporation, et al., Chapter 11

Debtors? Case No. 22-30659 (MVL)

N N N N N N

INTERCITY INVESTMENT PROPERTIES, INC. WITNESS AND EXHIBIT
LIST FOR HEARING SCHEDULED FOR FEBRUARY 21, 22, AND 23, 2023

Intercity Investment Properties, Inc. (“Landlord”) files its Witness and Exhibit List for the
hearing to be held on February 21, 22, and 23, 2023 (the “Hearing”) as follows:

WITNESSES

Landlord may call the following witnesses at the Hearing:

1. Nick Hannon, Executive Vice President, Intercity Investment Properties,
Inc.;

2. Michael Hull, Group Manager, Facility Services, Terracon Consultants,
Inc.;

3. Daniel Polsky, Getzler Henrich & Associates, LLC;

1 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, are Northwest Senior Housing Corporation (1278) and Senior Quality Lifestyles Corporation (“SQLC”)
(2669). The Debtors’ mailing address is 8523 Thackery Street, Dallas, Texas 75225.

2230659230216000000000010


¨2¤7&[7"0     *¢«

2230659230216000000000010

Docket #1227  Date Filed: 02/16/2023


Case 22-30659-mvi11l Doc 1227 Filed 02/16/23 Entered 02/16/23 22:30:08 Desc
Main Document  Page 2 of 9

4, Kyle DeHenau, Vice President, Plante & Moran CRESA, LLC d/b/a Plante
Moran Living Forward (by deposition2, unavailable witness);

5. Nick Harshfield, Chief Financial Officer, Lifespace Communities, Inc., and
Vice Chair and Treasurer, Northwest Senior Housing Corporation;

6. Timothy Winnecke, Senior Project Manager, ARCH Consultants, Ltd;

7. David Lawlor, President & CEO, The Long Hill Company, and
representative of Long Hill at Edgemere, LLC;

8. Kjerstin Hatch, as each of:

a. Managing Member, Lapis - GP LLC, as general partner of Lapis
Municipal Opportunities Fund 1V, LP;

b. President, Bay 9 Holdings LLC;
C. President, Grenelle Holdings LLC; and
d. Managing Principal, Lapis Advisers, LP;
9. Any witness designated by any other party;
10. Rebuttal witnesses as necessary;
11.  Any witness necessary to authenticate a document or evidence; and

12. Landlord reserves the right to cross-examine any witness called by any other
party.

EXHIBITS AND DEMONSTRATIVES

=
o =
= V4 x | o =
I x (K D[S O | DISPOSITION
iy | PESCRIPTION < |z |3 | & |2 |AFTERTRIAL
= O |0 <
1 Property Conditions Report dated
January 4, 2023, prepared by Arch

2 Landlord seeks to provide Mr. DeHenau’s deposition testimony in full, including any and all objections on the record
and the questioning conducted by counsel for Bay 9 Holdings LLC. For reference, the deposition transcript in its
entirety is publicly filed as Exhibit 25 to this filing. Landlord will be ready and willing to read Mr. DeHenau’s
deposition testimony into the record at the Hearing, as the testimony of an unavailable witness. However, for purposes
of preserving the time and resources of the Court and all parties, Landlord is alternatively willing to submit Mr.
DeHenau’s deposition transcript as testimony, in lieu of reading its contents in open court.
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Main Document

EXHIBIT

DESCRIPTION

MARK

OFFER
OBJECT

DISPOSITION
AFTER TRIAL

ADMIT
W/D

Consultants, Ltd. and attached to
Appendix A of Landlord’s Objection to
Plan [Dkt. No. 1203] (Unsealed)

Edgemere Project Business Planning
Analysis dated January 6, 2023,
prepared by The Long Hill Company
and attached to Appendix A of
Landlord’s Objection to Plan [Dkt. No.
1203] (Sealed)

Amended Declaration3 of Daniel Polsky
with exhibits [Dkt. No. | (Sealed)
[filed with slip sheet]

Decla

Exhibits attached to Amended Polsky Declaration

ration]

(All Sealed)

[to be filed with Amended

3-A

Polsky  Report (redacted), dated
September 9, 2022

3-B

Edgemere Project Business Planning
Analysis, produced by Bay 9 at
BAY000029

3-C

Getzler Henrich Sensitivity Analysis
dated as of February 17, 2023

Getzler Henrich Business Planning
Analysis dated as of February 17, 2023

Bay 9 Holdings LLC Operating
Agreement, attached to Appendix A of
Landlord’s Objection to Plan [Dkt. No.
1203] (Sealed)

Declaration of Nick Hannon with
exhibits, attached as Exhibit A to
Landlord’s Objection to Plan [Dkt. No.
1202-1] (Unsealed)

Exhibits to Hannon De

claration (All Unsealed)

5-A

June 9, 1997 Letter of Intent between
Intercity Investment Properties, Inc. and

3 The Original Declaration of Daniel Polsky with exhibits, attached to Appendix A of Landlord’s Objection to Plan,
is available at Dkt. No. 1203 (Sealed).
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Main Document

EXHIBIT

DESCRIPTION

MARK

OFFER

OBJECT

ADMIT

W/D

DISPOSITION
AFTER TRIAL

Northwest Lifecare Joint Venture,
produced by ICI at IC100000234

Ground Lease Option Agreement
between Intercity Investment Properties,
Inc. and Northwest Lifecare Joint
Venture

5-C

Assignment of Ground Lease Option
Agreement between Northwest Senior
Housing Corporation and Northwest
Lifecare Joint Venture

5-D

Amendment to Ground Lease Option
Agreement between Intercity Investment
Properties, Inc. and Northwest Senior
Housing Corporation, produced by ICI at
1C10000133

Ground Lease between Intercity
Investment  Properties, Inc. and
Northwest Senior Housing Corporation

Property Condition Report dated January
6, 2023, prepared by Terracon
Consultants, Inc.

Facilities Assessment Report dated
October 15, 2021, prepared by Plante
Moran Living Forward

December 16, 2022 Communication re
Adequate  Assurance  of  Future
Performance from Bay 9 Holdings LLC
to Trustee and Edgemere, with exhibits

Transcript of February 6, 2023 Hearing
(Unsealed)

Lapis IV Capital Commitment Letter
dated February 13, 2023, attached as
Exhibit C to Landlord’s Objection to
Plan [Dkt. No. 1202-3] (Unsealed)

Transcript of January 11, 2023 Lifespace
Community Bondholders Call, attached

4 The Landlord hereby waives any Confidentiality markings on all exhibits listed in this filing that have a Bates stamp

beginning with “ICL.” These exhibits are therefore not filed under seal.
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Main Document

EXHIBIT

DESCRIPTION

MARK

OFFER

OBJECT

ADMIT

W/D

DISPOSITION
AFTER TRIAL

as Exhibit G to Landlord’s Objection to
Plan [Dkt. No. 1202-7] (Unsealed)

February 3, 2023 Voluntary Notice,
attached as Exhibit H to Landlord’s
Objection to Plan [Dkt. No. 1202-8]
(Unsealed)

10

Edgemere Continuing Disclosure Report
for the year ended December 31, 2022,
attached as Exhibit I to Landlord’s
Objection to Plan [Dkt. No. 1202-9]
(Unsealed)

11

Overview of Transaction, produced by
ICI at IC10000021 (Unsealed)

12

Master Trust Indenture, Mortgage and
Security Agreement between Northwest
Senior Housing Corporation and Chase
Bank, produced by ICI at 1C10000257
(Unsealed)

13

Edgemere rent calculations, produced by
ICI at IC10000508 (Unsealed)

14

Edgemere Revenue Bonds Preliminary
Official Statement dated October 14,
1999, produced by ICI at 1CI0000632
(Unsealed)

15

Memorandum from S. Donosky to B.
Jordan dated March 17, 1997, produced
by ICI at ICI0004013 (Unsealed)

16

S. Donosky notes dated May 28, 1997,
produced by ICI at 1CI0008548
(Unsealed)

17

Transcript of Hearing on January 23,
2022 (Unsealed)

18

Transcript of Hearing on January 24,
2022 (Unsealed)

19

Bay 9 Holding LLC’s Response to ICI’s
Objection to Adequate Assurance, filed
February 9, 2023 [Dkt. No. 1175]
(Unsealed)
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EXHIBIT

DESCRIPTION

MARK

OFFER
OBJECT
ADMIT

DISPOSITION
AFTER TRIAL

W/D

Declaration of Hannah Walsh, with
exhibit (Unsealed)

Exhibit to Walsh Declaration (Unsealed)

20-A

Fitch Places Lifespace Communities,
Inc. on Rating Watch, published by Fitch
Ratings on February 9, 2023

21

Bay 9 Holdings, LLC’s first production,
produced at BAY000001-BAY000028
(Unsealed)

22

Bay 9 Holdings, LLC’s second
production, produced at BAY000029-
BAY000200 (Sealed)

23

Declaration of Kyle DeHenau, with
exhibit (Unsealed) [filed with slip sheet]

Exhibit to DeHenau Declaration (Unsealed

[to be filed with D

eclaration]

23-A

Facilities Assessment Report dated
October 15, 2021, prepared by Plante
Moran Living Forward

24

Amended Notice of Deposition
Subpoena to Provide Evidentiary
Deposition Testimony to Plante & Moran
CRESA, LLC, served February 5, 2023

25

Transcript of Deposition of Kyle
DeHenau dated February 9, 2023
(Unsealed)

Landlord asks that the Court take judicial notice of the pleadings and transcripts filed

(including any and all schedules, amendments, exhibits, and other attachments thereto) in the

proceedings before this Court.

RESERVATION OF RIGHTS

Landlord reserves the right to call or to introduce one, or more, or none, of the witnesses

and exhibits listed above. Landlord reserves the right to use additional demonstrative exhibits as

it deems appropriate in connection with the evidentiary hearing commencing on February 21,
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2023, and continuing thereafter. Landlord reserves the right to use any exhibits presented by any
other party. Landlord reserves the right to amend and/or supplement this exhibit list. Landlord also
reserves the right to use exhibits not listed herein for impeachment purposes at the evidentiary

hearing commencing on February 21, 2023, and continuing thereafter.
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Dallas, Texas
February 16, 2023

JACKSON WALKER LLP

Michael S. Held (State Bar No. 09388150)
Jennifer F. Wertz (State Bar No. 24072822)
J. Machir Stull (State Bar No. 24070697)
2323 Ross Ave., Suite 600

Dallas, Texas 75201

Telephone: (214) 953-6000

Facsimile: (214) 953-5822

Email: mheld@jw.com

Email: jwertz@jw.com

Email: mstull@jw.com

Local Counsel for Intercity Investment
Properties, Inc.

Page 8 of 9

/sl Elizabeth B. Vandesteeg

LEVENFELD PEARLSTEIN, LLC
Elizabeth B. Vandesteeg (admitted pro hac vice)
Harold D. Israel (admitted pro hac vice)
Eileen M. Sethna (admitted pro hac vice)
120 S. Riverside Plaza, Suite 1800
Chicago, Illinois 60606

Telephone: (312) 346-8380

Facsimile: (312) 346-7634

Email: evandesteeg@Iplegal.com

Email: hisrael@Iplegal.com

Email: esethna@Ilplegal.com

Counsel for Intercity Investment Properties, Inc.
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Certificate of Service

| hereby certify that on the 16th day of February 2023, a true and correct copy of the
foregoing was served electronically on all persons via the Court’s CM/ECF system.

/s/ Michael S. Held
Michael S. Held

35189727v.1
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for February 21-23, 2023 hearing
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EDGEMERE | &

A LIFESPACE COMMUNITY®

Property Conditions Assessment

\Ianuary 4, 2023
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Introduction

ARCH Consultants, Ltd. (ARCH) performed a property conditions assessment of the Edgemere Community
buildings and systems and established a forecast of projected capital expenditures. The campus is located
in Dallas, Texas on 16.25-acres, approximately 8 miles north of Downtown Dallas. The buildings date from
2002 with the addition of Building 9 in 2009 and Health Center and Performing Arts Center expansions
between 2016 and 2018. There are a variety of independent living unit arrangements, assisted living,
memory care and skilled care programs. The report included herein includes a five-year forecast and a
listing of capital needs beyond the current annual funds to address any capital maintenance on a building
and site basis. Building system conditions were categorized as good, fair, and poor with the associated
repair/replacement costs identified. Due to a potential shift from a high end market tier to a mid-market
rental tier for finish levels throughout the client requested that the analysis focus on building common
areas, systems and exterior conditions, re-occupancy renovations are not included in the analysis but the
property the assessment does take into account for other common area finish considerations.

ARCH performed the following services to complete the conditions assessment: gathered information
about the campus components including all main buildings on campus and the site/grounds; investigated
the type and condition of the existing facility’s systems that make up the physical plant; collected data
that assisted in the development of capital reserve projections; developed a five-year Capital Expense
forecast; and provided recommended priority projects in this report Key Considerations section. The
Capital Expense forecast included in the Appendix divides the campus into the following building areas as
suggested by the campus: East Commons, West Commons, Buildings 1 through 9, Health Center, Parking
Structure, and Site.

A site visit occurred August 16™ through 18" guided by Miguel “Angel” Gallegos, Facilities Manager and a
site overview provided by Jarred Richardson, Director of Plant Operations. The goal of the review was to
help UMB Bank, N.A. (Client) understand the needed and projected physical plant improvements including
any updates necessary to remain competitive in the market. The site visit evaluated the existing physical
plant including the site, mechanical and electrical systems, roofs, building exterior elements and interior
finishes. This report is based on the limited site observations of the physical characteristics of the campus;
therefore, this report is an instrument of service for use solely with respect to this project and is based on
information provided by the Client and gathered through sources believed to be reliable. Data provided
to ARCH includes but is not limited to the following: a campus site plan; building floor plans; building
square footage, age, management contract, retail food services establishment inspection reports for July
2022, program count and mix data. Health department reports for the Healthcare Center skilled nursing
operation were not provided.

ARCH certifies that the Preparer of this report is qualified to assess the subject property for the purpose
of preparing a property conditions assessment; did not attempt to operate any equipment or perform
invasive or destructive testing; that the data contained in this Report is based solely on field observations,
historical data and information provided by or through the Client and on site personnel; forecast
schedules are based on recognized industry standard forecasting techniques; much of the data and the
forecasting techniques are subjective in nature; and that the data was reviewed with the Client for
concurrence of costing, schedules, and to best represent the Client’s proposed business model. It is the
intent of ARCH to provide a reasonable total average value for anticipated annual capital replacement

Edgemere — Property Conditions Assessment Page 1
ARCH Consultants, Itd. January 4, 2023

BAY000084
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reserves based on a 5-year forecast of the data, but not to identify all potential costs, events, or the exact
year in which they occur.

Executive Summary

The Edgemere property conditions review was developed on a per building area basis to assess the
existing conditions of the campus. Refer to the attached Forecast in Appendix 1, which is summarized on
a yearly basis for the costs associated for the exterior, interior and MEPFP/vertical transportation systems,
respectively.

The Forecast is based on ARCH’s site observation and information provided by the Client or their
representatives. Site visit photographs are included in Appendix 2 and an analysis by building area is
included in the Assessment Findings. The main buildings studied are included in the Site Plan with Building
Labels in Appendix 3. Projections for costs in the Forecast were derived from site investigations, industry
averages and information received from the data collection process. The 2022 capital budget which was
reported at $1.8 million, is included for reference.

Edgemere contains 504 total units: 304 Independent Living Apartments, 45 Memory Care, 68 Assisted
Living and 87 Skilled Nursing units. The purpose of this study is to evaluate the current condition of the
subject property to forecast a five-year strategic capital budget for proposed maintenance of the physical
plant of buildings components and site-specific information. This report is not intended to be a complete
annual capital replacement or operating expense budget. The intent is to identify major capital expenses
and key considerations for priority needs and/or deferred maintenance items. After performing the
assessment and other data accumulated during and after the site visit, the information contained in this
report has the following considerations for the approximately 955,000 square foot facility, including the
structured parking.

The findings indicate that the community is in overall fair condition. Renovations of the interior corridors
and common areas was completed in 2017. The original buildings constructed in 2002 are generally in
fair condition; a renovation of the common area interior finishes was completed in 2017 and is in generally
fair condition. The Independent Living on the campus; it was reported that 95% of the units have been
fully renovated once and about 40 units have been fully renovated in the past few years. The overall
building facade along with the Health Center flat roof and mechanical systems have issues that have been
forecast to be addressed in the near term; refer to Key Consideration of this report.

The total projected capital expenses equate to approximately $16,138,751 from 2023 to 2027. For this
analysis, an assumption for an escalation factor of 2.1% per year was applied which is in line with the 10
year Consumer Price Index (CPI) average as reported by the Federal Reserve Bank. The ‘Other’ expenditure
sub-total is $2,731,900 which includes the site, escalation, and Emergency Fund/Contingency. The above
takes into consideration a shift from the current residence structure to a Senior Living rental structure.
This would shift the property market segment from a high end market tier to a mid-market rental tier in
finish levels for site and common area. Re-occupancy was not included.

Assumptions were provided by or adjusted as requested by the Client/Management based on shifting the
occupancy to a mid-market rental retirement community. Assumptions for unit turnover were not

Edgemere — Property Conditions Assessment Page 2
ARCH Consultants, Itd. January 4, 2023
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included as part of the analysis. Landscaping was projected to maintain the current level and not bring it
back up to the previous award winning level the property was at. Corridor and Common Area were in fair
or better condition with the latest remodel completed in 2017 and were forecast to have maintenance
over the next five years with some refresh to the East and West Common Building areas.

Edgemere — Property Conditions Assessment Page 3
ARCH Consultants, Itd. January 4, 2023

BAY000086
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A summary of the findings is outlined in the chart below:

The five-year capital expenses result in a $7,488 per unit cost including the escalation assumption and
‘other’ expenditures as identified in the report. Strategic capital budgets contained in the forecasted
estimates are limited to those capital expenses for one time replacement costs consisting primarily of
building systems that are needed to bring the property to par condition.

Edgemere

Dallas, TX

Data

Total Living Units 504

Total Square Footage 955,551

Gross square footage per Unit* 1896

Total Capital Cost

Total capital cost (5 years) $16,138,751

Total capital cost / Unit (5 years) $32,021

Total capital cost / Unit / year avg. $6,404
/ Unit / year 2022 REF $1,233
/ Unit / year 2023 $9,918
/ Unit / year 2024 $9,356
/ Unit / year 2025 $6,193
/ Unit / year 2026 $2,681
/ Unit / year 2027 $3,874

Other** $2,731,900

Total capital cost (5 years) w/Other $18,870,651

Total capital cost / Unit (5 years) w/ Other $37,442

Total capital cost w/ Other / Unit / year

(Avg.) $7,488

*Gross square footage per unit w/out Garage 1,507

**Re-occupancy excluded from analysis

Edgemere — Property Conditions Assessment Page 4
ARCH Consultants, Itd. January 4, 2023
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The sub-total for building capital expenses is $16.1M from 2023 to 2027. The allocation of capital in the
forecast is approximately 49% for the exteriors, 5% for the interiors, 38% for the MEPFP/Vertical
Transportation. Site and escalation accounts for the remaining. Please refer to the Forecast per area in
the attached back-up material for further information. The sub-total for building capital expenses on an
annual basis from 2023 to 2027 by category is as follows:

Yearly S / Grouping

$6,000,000
$5,000,000
$4,000,000 .
Exteriors
$3,000,000 M Interiors
. B MEPFP/Vertical
$2,000,000 Transportation
$1,000,000 .
S0

2022 REF 2023 2024 2025 2026 2027

The original construction of the community is over 20 years old, leading to a peak in the Forecast over the
next three years. The study also assessed ‘Other’ potential capital expenditures necessary such as
contingency/emergency funds and site. The assumptions made are suggested figures and not direct
estimates. Unit refurbishment were not taken into consideration as part of this analysis

Costs shown for 2022 show Edgemere’s 2022 capital costs and are for reference only. We have not
included any FF&E or Low Voltage items.

The average yearly cost of capital expenditures including ‘Other’ is $3,774,130 which does not take into
consideration any Occupancy Refurbishment, is consistent with the age of the community and Client’s
shift in market segment assumptions.

See chart below for an annual breakdown of costs by building area:

Edgemere — Property Conditions Assessment Page 5
ARCH Consultants, Itd. January 4, 2023
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Case 22-30659-mvi11l Doc 1227-1 Filed 02/16/23 Entered 02/16/23 22:30:08 Desc
Exhibit 1 Page 9 of 64 CONFIDENTIAL INFORMATION

Yearly S / Building

$6,000,000
Parking Garage
$5,000,000 Health Center
M Building 9
$4,000,000 = H Building 8
— H Building 7
3,000,000 .
2 M Building 6
Building 5
$2,000,000 g
- Building 4
$1,000,000 . M Building 3
R _— .
= - - H Building 2
e - = -
$0 H Building 1
2022 REF 2023 2024 2025 2026 2027

This study for the property includes a review of major building systems and a year-by-year projection of
anticipated capital expenditures necessary to keep the facility in par condition and address routine
maintenance. Throughout the facility Forecast of estimated costs, the physical condition of building
systems and components, or overall evaluation rating is defined as being in Good, Fair, or Poor condition.
The Health Center and West Commons have the highest totals at $4,468,429 and $1,904,534 in today’s
dollars respectively.

Edgemere — Property Conditions Assessment Page 6
ARCH Consultants, Itd. January 4, 2023
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Assessment Findings

The overall conditions of each building were found to be in generally fair condition with new tile roof
reported being completed in 2021 and corridor and common area refresh reported to be completed in
2017. The Independent Living units are generally in good condition; the facilities management indicated
approximately 95% of the units have been renovated once with 40 units have been renovated in the past
few years. The exterior facade of the buildings are cementitious stucco and have hairline cracking with
some cracks wider than a quarter of an inch in width, with staining and discoloration. The campus site and
associated landscaping are in good condition with mature landscaping. The retaining walls and raised
stone planting beds shows signs of deterioration and cracking and would need to be addressed. The
perimeter wrought fence is also in need of repair with select sections of the fence having rusted through
and needing to be mended. The Health Center flat roof and mechanical system will also need to be
addressed in the near future as they are both nearing the end of their useful life.

The common area/corridor assumptions have been adjusted per the request of the Client/Management
to be in line with a mid-tier rental property which is budgeted at $30 per square foot for the IL occupancy
and $25 per square foot for the SN occupancy. The forecast scope includes paint, wall coverings and
commercial carpet. The scope does not include replacement of lighting, rails, trim, replacement of all
ceiling tile or maintaining the current carpet standard.

Refer to the attached back-up material for each building forecast, which is summarized on a yearly basis
for the costs associated for the exterior, interior, MEPFP/vertical transportation and grounds,
respectively. The following is a summary of the assessment findings by building area, which aligns with
the findings in the attached Forecast.

The East Commons serve as the main entrance to the facilities IL units and was built as part of the main
campus in 2002 with the addition of the Performing Arts Center added in 2017. The building also houses
the building operational staff such as administration and the sales office. Costs have been identified to
address the exterior fagade issues and repair/replace select windows and doors and to shift the building
standard to a mid-market tier.

The West Commons is original to the 2002 construction and serves as the main communal area of the IL
facility, housing the dining areas, workout and activity facilities, the pool, mail room, salon, billiards room,
the theater, among other functions. The West Commons also houses the main back of house areas
including the locker room, kitchen, laundry, loading dock and other support service areas. Additionally,
the main utility plant is located within the building housing the hydronic boilers, domestic boilers, chillers
and pumps. Costs have been identified to address the exterior building issues, roof, equipment and to
shift the building standard to a mid-market tier.

Buildings 1-8 were part of the original construction in 2002 and have a concrete and metal framing
structure. There are a total of 256 IL units between the 3 to 4 story buildings. The buildings are all
interconnected and have similar unit configurations. The buildings have tile roofs, cementitious stucco
facade, vinyl clad wood doors and windows in the units and metal clad doors and windows in the common
areas. Heating and cooling are supplied via a two-pipe water system to heat pump in each unit, with most
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located above the hall bath shower. The unit appliances are all electric based with natural gas only serving
select unit fireplaces. The buildings were broken up into separate units to match how the facilities identify
and operate the buildings along with helping to delineate scopes of work and phasing within a better-
defined area. At the time when the data was provided, approximately 26% of the units were vacant with
re-tenanting not included as part of this analysis. Costs have been identified to address the exterior
building issues, roof, equipment and to shift the building standard to a mid-market tier.

Building 9 was constructed in 2009 as a 48 unit, three story expansion having a similar concrete and metal
framing structure. Building 9 has an L shaped configuration and connects to Building 3 and the West
Commons. The building construction is consistent with the other buildings with tile roof, cementitious
stucco fagade, vinyl clad wood doors and windows in the units and metal clad doors and windows in the
common areas. Heating and cooling are supplied via a two-pipe water system to heat pump in each unit,
with most located above the hall bath shower. The unit appliances are all electric based with natural gas
only serving select unit fireplaces. At the time when the data was provided, approximately 23% of the
units were vacant with re-tenanting not included as part of this analysis. Costs have been identified to
address the exterior building issues, roof, equipment and to shift the building standard to a mid-market
tier.

The Health Center is a three-story building with two internal courtyards which serves the Assisted Living,
Skilled Nursing and Memory care community. The main building was constructed in 2002 and is
connected to the West Commons. Two three story additions were added at the north and south sides of
the building in 2016 and 2018. The building has common area dining facilities, and a memory care
community area with warming kitchens and a two story rehabilitation center.

The three floor plates are of equal size with the first floor housing the memory care and skilled nursing
programs, the second floor dedicated to assisted living and the third floor dedicated to skilled nursing.
The corridors were updated in 2017 along with the additions to the building.

The AL units have had light refreshes over time with periodic updates to cabinets, counter tops, wood
plank style vinyl flooring in the main living area, carpet in the bedrooms, fixtures, appliances and
bathroom refreshes with new tile and fixtures. Most of the units have been turned at least once.

The SN and MC units consist of a bedroom and bathroom and have limited scope for refresh which
includes new wood plank style vinyl flooring, bathroom floor tile, roll in showers and new fixtures. Some
of the units have original floor and shower tile in the bathrooms. Refresh of the units was not included
as part of this analysis.

The exterior cementitious stucco facade has been repaired on the Health Center and would need to be
prepped and painted. The flat roof is nearing the end of its useful life and has previous repairs, cracking
at the seams, bubbling and some soft spots. The mechanical system is an old R22 system and replacement
would require bringing it up to the current standards. The pricing for the mechanical system is for
replacement of a similar type system that meets today’s standards but it would be recommended that an
engineering study be completed to assess the mechanical system and the options for replacement. It is
also recommended that the flat roof be replaced in conjunction with the replacement of the mechanical
system. The existing roof has improper curbing for pipe and electrical penetrations along with some for
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the mechanical equipment and performing both scopes of work simultaneously will create efficiencies
and minimize patching and ease of work. New curbing costs for the roof are included with the mechanical
system replacement.

The parking garages total 196,219 square feet of space with garage under buildings 1-3 consisting of
101,336 square feet, under building 7-8 consisting of 29,262 square feet, under building 9 consisting of
36,760 square feet which is connected to the garage under buildings 1-3 and the garage under the Health
Center consisting of 28,861 square feet. All the garages are single level and were constructed with a
concrete structure. The garages have direct elevator access to the buildings with the garages in the AL
having direct access to the first floor as well. The interior courtyards are drained into sump pump basins
in the garages and are pumped into the city stormwater sewer system.

The current campus site comprises 16.25 acres. The grounds and associated landscaping elements are
mature and well maintained. The landscaping assumptions maintain the current level and departs from
the current operators plan to bring the property landscaping back to previous award winning level. The
water feature is in good condition and fountains are in fair condition and will require some work to get
them fully functional and sealed properly which has been included in the estimate. The retaining walls
and raised stone planter beds show signs of mortar wear and spalling, cracking and the walls shifting in
some locations. There are many instances where the cracks are larger than a quarter inch in width.
Continued repairs to address these issues have been included in the forecast. Sections of the wrought iron
perimeter fence and stair rails are in poor condition with flaking paint, rust and areas of the fence/rails
that have deterioration and detachment. It is recommended that an assessment be done to determine
locations that may pose a safety risk and have those areas addressed in the near term. The forecast
includes scope for repairing and painting the fence/rails. The site pathways are made up of brick/stone
pavers, crushed rock and cement sidewalks and stairs. The brick/stone pavers are generally in fair
condition with select areas of the installation that are loose or deteriorated that need to be addressed.
The crushed stone paths are in good condition and would likely need some additional fill over time. The
sidewalks and stairs are in fair condition with the sidewalk having cracks at about fifty percent of the
expansion joints and heaving/settlement near tree roots. Ongoing maintenance for these areas have
been included in the forecast. The main entrance by the East Commons is stamped colored concrete with
brick accents. The brick is in good condition, but the stamped concrete is in fair condition. The concrete
has signs of cracking and spalling. There have been some areas that have been previously repaired. The
site post lights have been replaced within the last year and are in good condition but the remainder of the
site lighting which includes low walkway lights and landscaping lights are original to the building and
updating is included in the forecast. The large pergolas/trellises are mostly in good to fair condition with
most recently being rebuilt or repaired. There are a few that will need to be addressed in the near term
that have not recently been replaced or repaired. The forecast includes ongoing updates to the
pergolas/trellises.
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Key Considerations

Capital projects that were identified by ARCH Consultants and the campus as a priority over the next five
include the following:

1. Medical Alert — Health Center Medical alert system is a near term issue and is projected to be
addressed in the next two years in the forecast with an estimated cost of $196,000 in today’s
dollars in 2023.

2. Flat Roofs — The flat roofs are nearing the end of their useful lives and will need replacement
with an estimated cost of $900K in today’s dollars between 2023 and 2025. Replacement of
equipment and penetration curbing has been included with the mechanical system
replacement. Itis recommended that a roof study be performed to determine the impact of
the replacement of the roof in conjunction with the HVAC system at the Health Center.

3. Exterior Facade — The cementitious stucco facade has cracking that is projected to be
addressed in the forecast with an estimated cost of $4.7 million in today’s dollars between
2023 and 2025. It is recommended that an exterior fagade study be completed due to the
nature and complexity of the exterior fagade issue.

4. Health Center HVAC & IL Heat Pumps — The HVAC at the Health Center are R22 based which
has been forecast in the next few years. About fifty percent of the IL in-unit heat pumps are
original and have not been replaced. Replacements have been done as units fail/require
significant repair. About two-thirds of the estimated replacements have been planned for the
next five years. The total HVAC forecast estimate for these projects is $3 million in today’s
dollars between 2023 and 2025.

5. Retaining Wall/Raised Planters — There are areas with large cracking and shifting that should
be addressed on an ongoing basis, particularly outside of Building 9 which has a high wall.

6. Perimeter Fence — There are signs of deterioration at the fence that are projected to be
addressed in the next year. It is recommended that an assessment be done to determine
locations that may pose a safety risk and have those areas address in the near term.

7. Forecasted years 2023 through 2027 subtotal $18,870,651 and does not include assumptions
for unit re-occupancy/refurbishment.

See Appendix 1 Forecast for associated costs noted above.
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Ongoing Maintenance Approach

An ongoing maintenance approach could be taken to continue to address more immediately identified
scopes of work on an ongoing basis. This list is not exhaustive in nature or intended to identify all projects
that could be approached in this manner, but merely addresses options for maintaining the identified
scopes that impact building operations, safety or building envelope in fair condition until such time as the
capital projects are undertaken. The outline below is only an estimate based on visual observations at
the time of the survey and does not account for any potential changes since then, or underlying conditions
that are not visibly observable. The estimate is based in today’s dollars and does not factor in any
escalation or contingency. If any projects are approached in a manner like this, there would be an impact
on the scope of work cost due to escalation, remobilization, expanded scope, supply chain, required
rework or other market factors that are not readily identifiable. This does not impact any other estimates
contained within the report and is for analysis purposes only.

Ongoing Maintenance

CONFIDENTIAL INFORMATION

Item

Description 3 Year
Estimate
Flat Roof Maintaining the roof as it approaches the end of its useful live would require unknown
additional patching as necessary. Cost would vary depending on the number
of leaks and size each year.
Health R22 units are no longer in production so replacement components can be unknown
Center difficult to source and could have long lead times. This approach would not
HVAC reduce future capital project.
Health Replacement components for the Medical Alert System are no longer being unknown
Center made and are difficult to source. The system is experiencing periodic failures
Medical Alert and issues that are hard to address. This approach would not reduce future
capital project.
IL Heat IL heat pumps can be replaced on an as needed basis. Currently the site is $160,000
Pumps replacing 6-8 per year. This could increase as more units age. This approach
could reduce some scope from future capital project.
Exterior Stucco cracks larger than a quarter inch and repair the stucco exterior around $517,223
Facgade the mechanical equipment at the west commons are recommended to be
addressed due to potential water infiltration issues. This comprises an
estimated 15% of the exterior which crack repairs could be completed without
painting. This approach could reduce some scope from future capital project.
Perimeter There are some areas of the fence that have deteriorated and can be $43,486
Fence addressed by section. Estimating 20% of the fencing would need attention.
This approach could reduce some scope from future capital project.
Sidewalks Sidewalks have some areas with heaving and spalling that could be prioritized $15,000
that would need to be addressed in the near term for safety and access. This
approach could reduce some scope from future capital project.
Parking Lot There are some areas in the parking lot that are cracked or spalled and should $43,486
be addressed in the near term that comprises about 10% of the main drive
area. This approach could reduce some scope from future capital project.
Retaining The retaining wall has areas with cracks larger than a quarter of an inch or $50,000
Wall show signs of heaving that could be addressed on an ongoing basis. This
approach could reduce some scope from future capital project.
Total $829,194
Edgemere — Property Conditions Assessment Page 11
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Report Assumptions

The following are this report’s assumptions:

e 2022 capital projections are based on the capital projects for the physical plant as identified in
the 2022 Capital Expenditure budget, less FF&E and Low Voltage and findings from ARCH’s site
observations.

e The buildings are assumed to be code compliant — that the facility met codes when it was built
(grandfathered). Any deficiencies the facility may have in meeting current codes are not
addressed. Any known, outstanding code deficiencies that implicate maintenance operations are
addressed.

e Any renovation project would meet current standards and codes.

e An escalation factor was included based on the 10 year average CPl index of 2.1% as reported by
the Federal Reserve Bank.

e For purposes of this report, no examinations of any buildings off campus were undertaken.

e Only physical attributes of the campus were addressed and no furniture, fixtures, low voltage
upgrades, equipment, or motor vehicles.

e Independent Living Units re-occupancy was not included as part of this analysis.

e  Soft costs such as professional consulting fees must be added if required for a specific project.

e No environmental study was undertaken.

The evaluation of existing structures requires certain assumptions to be made regarding the existing
conditions since this evaluation was based on visual observations of portions of the existing structure and
was limited in time and scope. Our evaluation and recommendations are not based on a comprehensive
engineering study. As such, this report is not intended to represent a complete review of all systems or
system components. Therefore, ARCH’s evaluation and report do not constitute a warranty or guarantee
of the existing structure or building systems or the future performance of any site improvement.

The buildings were not assessed for conformance to current area market trends for the level of care
provided or capacity to provide care not within the campus’ current continuum of care. This report is
based on our site observations, information presented to ARCH, discussions with campus management
and building maintenance staff and our experience with similar building systems. If any information
becomes available that is not consistent with the observations or conclusions presented in this report,
please present it to us for our evaluation.

This report by ARCH is an instrument of service for use solely with respect to this campus and is based on
information provided by the Client and gathered through sources believed to be reliable; however, it must
be considered relevant only as of the date of this report and preliminary in nature, warranting further
investigation.
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Appendix
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1. Forecast
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Edgemere Attorney Work Product Confidential
Dallas, TX
Forecast Summary 4-Jan-2023
With an annual escalation of 2.1%
Grouping 2022 REF 2023 2024 2025 2026 2027 Totals
Exteriors $124,500 $1,413,611  $3,740,571  $2,229,597 $377,990 $427,377 $8,189,145
Interiors $0 $97,500 $97,500 $97,500 $97,500 $458,800 $848,800
MEPFP/Vertical Transportation $497,167 $3,384,600 $685,200 $605,700 $767,850 $872,200 $6,315,550
Grounds S0 S0 S0 S0 S0 $1,330 $1,330
Escalation $0 $102,810 $191,972 $188,673 $107,777 $192,694 $783,926
Grouping Total $621,667 $4,998,521 $4,715,243 $3,121,470 $1,351,116 $1,952,401| $16,138,751
$0
Building/Area 2022 REF 2023 2024 2025 2026 2027 Total
West Commons $205,743 $471,083 $662,801 $79,750 $110,650 $580,250 $1,904,534
East Commons $8,993 $114,975 $179,473 $53,150 $56,150 $173,150 $576,898
Building 1 $139,743 $108,456 $788,621 $187,336 $89,956 $91,623 $1,265,990
Building 2 $115,243 $86,756 $374,877 364,456 $64,456 $66,898 $657,441
Building 3 $18,993 $120,861 $516,392 $172,911 $116,573 $80,801 $1,007,538
Building 4 $18,993 $107,550 $451,467 $76,150 $76,150 $112,753 $824,070
Building 5 $18,993 $122,400 $421,881 $89,500 $76,000 $105,250 $815,031
Building 6 $18,993 $66,539 $150,739 $471,248 $70,739 $73,189 $832,454
Building 7 $18,993 $164,178 $91,628 $391,223 968,428 $71,734 $787,190
Building 8 $18,993 $105,233 $181,783 $429,042 $75,833 $78,387 $870,279
Building 9 $18,993 $91,994 $110,794 $784,820 $95,694 $186,117 $1,269,421
Health Center $18,993 $3,326,686 $587,815 $128,211 $297,711 $128,256 $4,468,679
Parking Garage $0 $9,000 $5,000 $5,000 $45,000 $11,300 $75,300
Escalation $0 $102,810 $191,972 $188,673 $107,777 $192,694 $783,926
Building/Area Total $621,667 $4,998,521 $4,715,243 $3,121,470 $1,351,116 $1,952,401| $16,138,751
Other 2022 REF 2023 2024 2025 2026 2027 Total
Site $171,967 $239,000 $161,700 $327,929 $155,200 $73,500 $957,329
ReOcc/Refurb's $0 S0 S0 S0 S0 S0 S0
Emergency Fund/Contigency $245,957 $344,018 $344,018 $344,018 $344,018 $344,018 $1,720,091
Escalation* $0 $5,019 $6,863 $21,096 $13,453 $8,049 $54,480
Other Total $417,924 $588,037 $512,581 $693,044 $512,671 $425,567 $2,731,900
Totals (Build/Area & Other) | $1,039,591] | $5,586,558] $5,227,824] $3,814,514] $1,863,788] $2,377,968| $18,870,651|
Average per year total $3,227,750

Average per year incld'g Other $3,774,130
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Building Name o] Cl Construction Type Year Constructed Notes ARCH Consultants, ltd
Support CC/MF/CMU 2002 4-Jan-2023

East Commons Confidential

Edgemere [Number of Units [Number of Beds [Square footage [Notes Number of Stories

Dallas, TX | [13,801 1

Year 2022 REF 2023 2024 2025 2026 2027 Totals

Exterior facade 2002 $93,555 $3,600 $3,600 $3,600 $106,755 x  |Repair Cementous Stucco Cracking, Prep and
Paint, Repair Styrofoam Cast Window Sills, Prep
and Paint, Repair Styrofoam Cast Architectural
Detail, Prep and Paint

Roofing 2002 $51,975 $1,600 $1,600 $1,600 $1,600 $58,375 X Tile Roof replaced in 2020/2021, flat roof is
nearing the end of its useful life. Regular
patching/replacements are included.

Windows 2002 $6,150 $2,000 $2,000 $2,000 $2,000 $14,150 X Large door style windows on first floor need
replacement, operable windows and doors show
normal signs of wear but no reported issues

Doors 2002 $5,000 $3,000 $3,000 $3,000 $33,000 $47,000 X Exterior Metal Frame Doors and Windows need
prep and paint. Some exterior metal
extrusions/mullions need replacement /repair,
Sliding entrance door replacement 2027

Parapet, Fascia, Eaves 2002 1,500 $11,138 $1,500 1,500 $1,500 $17,138 x Soffit/Facia/Decorative wood supports showing
signs of aging and wear. Added to 2024 to
coincide with Stucco Refinishing for efficiency

Gutters/Downspouts 2002 $26,730 $3,000 $29,730 X Gutter and downspout sections are showing signs
of wear and leaking. Select gutter sections have
been complete with new custom 8 inch gutter
due to roof water runoff rate which is the new
site standard.

Sealants 2002 2,450 2,450 $2,450 2,450 2,450 $12,250 X Select sealants need to be redone around
windows and doors. Sealants around doors and
windows has been replaced in select locations.

Foundation/Structural 2002 S0 X No reported issues with foundation/building
structure

Lighting 2002 59,000 2,500 2,500 $2,500 2,500 $19,000 X |Exterior Lighting is showing signs of wear with
rust and finish deterioration

Building Frame 2002 S0 X Staff reported that there are no known issues
with the building structure

Balconies and Patios 2002 0 X

Exterior stairs 2002 0 X N/A

[ Misc 2002 0 X

[ Misc 2002 0

Subtotals S0 $78,475 $142,973 $16,650 $19,650 546,650 $304,398

Common Area Finishes 2002 $100,000 $100,000 x Common Areas in fair condition, with new
custom carpet in 2017/2018, doors, walls,
ceiling, rails and woodwork are in fair condition.
Some refresh included for high traffic areas

Corridor Finishes 2002 0 X Included in Common Area Finishes

Resident Room Finishes 2002 0| x N/A

Back of House Finishes 2002 0 X N/A

[Misc 2002 $10,000 $10,000 $10,000 $10,000 40,000 X Ceiling, wall and floor repair

[ Misc 2002 $0 X N/A

Subtotals 50 $10,000 10,000 10,000 510,000 $100,000 [ $140,000

[Mechanical 2002 S0 X Misc

Roof Top 2002 S0 X N/A

HVAC 2002 $6,000 $6,000 $6,000 $6,000 $6,000 $30,000 X About 50% of in unit heat pumps have been
replaced. The remaining are original to the
building.

Piping Mechanical 2002 $3,000 $3,000 $3,000 $3,000 $3,000 $15,000 X Misc, normal maintenance and repair for heat
pump system copper piping

Electrical System 2002 $2,500 $2,500 $2,500 $2,500 $2,500 $12,500 X Misc, normal maintenance and repair for
electrical system

Lighting 2002 $2,500 $2,500 $2,500 $2,500 $2,500 $12,500 X N/A

Plumbing 2002 4,083 54,000 4,000 4,000 54,000 4,000 $20,000 X Misc, normal maintenance and repair for pluming
and fixtures

Valves 2002 5826 $1,800 51,800 51,800 $1,800 51,800 9,000 X Normal Maintenance, Shut off valve replacement

Low Voltage 2002 0 X N/A

(Built-in) 2002 0 X N/A

Generator/EM Power 2002 0 X N/A

Elevators 2002 0 X N/A

Fire Protection 2002 1,100 1,100 1,100 1,100 1,100 55,500 X Normal Maintenance, no reported issues

Fire Alarm 2002 2,400 2,400 2,400 2,400 2,400 $12,000 X Normal Maintenance, no reported issues

Sprinklers and Standpipes. 2002 4,083 3,200 3,200 3,200 3,200 3,200 516,000 X Normal Maintenance, no reported issues

[ Misc 2002 S0

[ Misc 2002 50

Subtotals 58,993 $26,500 $26,500 $26,500 $26,500 $26,500 $132,500

Stoops/Pads 2002 0 X Covered in Site Section

Sidewalks/Paths 2002 0 X Covered in Site Section

Patios/Garden 2002 0 X Covered in Site Section

Accessibility 2002 S0 0 X Covered in Site Section

Landscaping and Appurtenances, 2002 0 x Covered in Site Section

Lighting 2002 0 X Covered in Site Section

Signage 2002 0 x Covered in Site Section

Fencing/Screening 2002 0 X Covered in Site Section

Drainage/Stormwater 2002 0 X Covered in Site Section

Paving, Curbing, Parking 2002 0 X Covered in Site Section

Utilities 2002 0 X Covered in Site Section

Ingress and Egress 2002 0 X Covered in Site Section

[ Misc 2002 0 Covered in Site Section

[ Misc 2002 0 Covered in Site Section

Subtotals S0 S0 S0 S0 S0 S0 $0

Building Total All Groups [ $8,993 | [ $114,975 [ $179,473 [ $53,150 |  $56,150 [ $173,150 [ $576,898 | |

[Data per vear [2022REF__| [ 2023 2024] 2025] 2026] 2027]

Exterior 25.8% 47.0% 5.5% 6.5% 15.3%

Interior 7.1% 7.1% 7.1% 7.1% 71.4%

MEP/FPVT 20.0% 20.0% 20.0% 20.0% 20.0%

Grounds 0.0% 0.0% 0.0% 0.0% 0.0%

All Groups 19.9% 31.1% 9.2% 9.7% 30.0%
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Building Name Occupancy Construction Type Year Constructed Notes ARCH Consultants, (td
Support CC/MF/CMU 2002 4-Jan-2023
West Commons Confidential
Edgemere [Number of Units [Number of Beds [Square footage [Notes Number of Stories |
Dallas, TX | | [62,460 [2 (1 tlevel below ground) |
Year 2022 REF 2023 2024 2025 2026 2027 Totals
Good Fair I Comments
Exterior facade 2002 $2,400 $407,484 $5,100 $5,100 $5,100 $425,184 X |Repair Cementous Stucco Cracking, Prep and
Paint, Repair Styrofoam Cast Window Sills, Prep
and Paint, Repair Styrofoam Cast Architectural
Detail, Prep and Paint
Roofing 2002 $237,600 $1,600 $1,600 $1,600 $31,600 $274,000 X |Tile Roof replaced in 2020/2021, flat roof is
nearing the end of its useful life. Regular
patching/replacements are included.
Greenhouse roof in good condition with normal
repair, maintenance and glass/seal r
Windows 2002 $10,000 5,000 $5,000 $5,000 $5,000 $5,000 25,000 X Large door style windows on first floor need
replacement, operable windows and doors show
normal signs of wear but no reported issues
Doors 2002 $6,000 $6,000 $6,000 $6,000 $6,000 $30,000 X Exterior Metal Frame Doors and Windows need
prep and paint. Some exterior metal
extrusions/mullions need replacement/repair
Parapet, Fascia, Eaves 2002 $1,800 524,255 1,800 1,800 1,800 $31,455 X Soffit/Facia/Decorative wood supports showing
signs of aging and wear. Added to 2024 to
coincide with Stucco Refinishing for efficiency
Gutters/Downspouts 2002 $58,212 $3,000 $61,212 x Gutter and downspout sections are showing signs
of wear and leaking. Select gutter sections have
been complete with new custom 8 inch gutter
due to roof water runoff rate which is the new
site standard.
Sealants 2002 $20,683 $2,750 $2,750 $2,750 $2,750 $31,683 X |select sealants need to be redone around
[windows and doors. Sealants around doors and
[windows has been replaced in select locations.
Foundation/Structural 2002 S0 X No reported issues with foundation/building
structure
Lighting 2002 $34,200 $2,500 $2,500 $2,500 $2,500 544,200 X Exterior Lighting is at the end of useful life and
needs replacement.
Building Frame 2002 S0 X Staff reported that there are no known issues
with the building structure
Balconies and Patios 2002 $1,100 $1,100 $1,100 $1,100 $1,100 $5,500 X [Misc patio repairs
Exterior stairs 2002 0 X N/A
[ Misc 2002 0 X
[ Misc 2002 0
Subtotals $10,000 $308,783 $508,901 $25,850 525,850 $58,850 $928,234
Interior [T Comments
Common Area Fi 2002 $250,000 $250,000 ‘Common Areas in fair condition, with new
custom carpet in 2017/2018, doors, walls,
ceiling, rails and woodwork are in fair condition.
Some refresh included for high traffic areas
Corridor Finishes 2002 0 X Included in common area finishes
Resident Room Finishes 2002 0 X N/A
Back of House Finishes 2002 0 X Refresh tile, paint and ceiling tile replacement
Misc 2002 $10,000 $10,000 $10,000 $10,000 540,000 X Ceiling, wall and floor repair
Loading Dock 2002 $25,000 525,000 X Overhead door
Subtotals S0 $10,000 $10,000 $10,000 $10,000 $275,000 | $315,000
[Mechanical 2002 S0 X [Misc
Roof Top Equipment 2002 $12,500 $12,500 $12,500 $35,000 $15,000 $87,500 X [Major part replacement for rooftop chillers and
AHUs anticipated as part of regular maintenance
HVAC 2002 $12,000 $3,600 $3,600 $12,000 $3,600 $34,800 X [About 50% of in unit heat pumps have been
replaced. The remaining are original to the
building.
Piping Mechanical 2002 $3,000 $3,000 $3,000 $3,000 $3,000 $15,000 X [Misc, normal maintenance and repair for heat
pump system copper piping
Electrical System 2002 $2,500 $2,500 $2,500 $2,500 $2,500 $12,500 x [Misc, normal maintenance and repair for
electrical system
Lighting 2002 $2,750 $2,750 $2,750 $2,750 $2,750 $13,750 X N/A
Plumbing 2002 $4,083 $4,000 $4,000 $4,000 $4,000 $4,000 $20,000 X Kitchen area plumbing repairs and maintenance
and normal system repair and maintenance
Valves 2002 5826 $2,400 52,400 $2,400 $2,400 52,400 $12,000 X Normal Maintenance, Shut off valve replacement
Low Voltage 2002 S0 X N/A
Equipment (Built-in) 2002 $65,000 $100,000 $100,000 $200,000 $400,000 X Replace Kitchen Equipment/Laundry. It was
reported by site that some kitchen equipment
was in need of replacement.
Generator/EM Power 2002 $2,500 52,500 52,500 52,500 2,500 $12,500 X Rebuild of Kohler 350 Generator engine/controls
and regular parts as part of regular maintenance
Elevators 2002 S0 X N/A
Fire Protection 2002 1,250 1,250 1,250 1,250 1,250 $6,250 X Normal e, no reported issues
Fire Alarm 2002 2,400 2,400 2,400 2,400 2,400 $12,000 X Normal e, no reported issues
Sprinklers and 2002 54,083 3,200 3,200 3,200 3,200 3,200 $16,000 X Normal e, no reported issues
[ Misc 2002 $85,000 3,800 3,800 3,800 3,800 3,800 $19,000 Replace 3 Hydronic Boiler, maintenance and
general pipe insulation as part of site planned
2022 budget. Regular maintenance and repair
Misc 2002 $36,750 S0 Portable Generator Docking Station
Subtotals $195,743 $152,300 $143,900 543,900 574,800 $246,400 | $661,300
Grounds Good LTI Comments
Stoops/Pads 2002 0 X Covered in Site Section
Sidewalks/Paths 2002 0 X Covered in Site Section
Patios/Garden 2002 0 X Covered in Site Section
Accessibility 2002 S0 0 X Covered in Site Section
Landscaping and Appurtenances 2002 0 X Covered in Site Section
Lighting 2002 0 X Covered in Site Section
Signage 2002 0 X Covered in Site Section
Fencing/Screening 2002 0 X Covered in Site Section
Drainage. 2002 0 X Covered in Site Section
Paving, Curbing, Parking 2002 0 X Covered in Site Section
Utilities 2002 0 X Covered in Site Section
Ingress and Egress 2002 0 X Covered in Site Section
[ Misc 2002 0 Covered in Site Section
[ Misc 2002 0 Covered in Site Section
Subtotals 50 50 50 50 50 50 0
Building Total All Groups [ $205,743| [ $471,083 [ $662,801 [ $79,750 [ $110,650 [ $580,250 [ $1,904,534 | | |
[Data per vear [2022 REF 2023] 2024] 2025] 2026] 2027]
Exterior 33.3% 54.8% 2.8% 2.8% 6.3%
Interior 3.2% 3.2% 3.2% 3.2% 87.3%
MEP/FPNT 23.0% 21.8% 6.6% 11.3% 37.3%
Grounds 0.0% 0.0% 0.0% 0.0% 0.0%
All Groups 24.7% 34.8% 4.2% 5.8% 30.5%
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Exhibit1 Page 21 of 64 CONFIDENTIAL INFORMATION

Occupancy Classification | Construction Type Year Constructed Notes ARCH Consultants, ltd
L CC/MF/CMU 2002 4-Jan-2023

Building 1 Confidential

Edgemere [Number of Units [Number of Beds [Square footage [Notes Number of Stories |

Dallas, TX |43 Jo |75,380 | [ 3 |

Year 2022 REF 2023 2024 2025 2026 2027 Totals
Good Fair LLUI Comments

Exterior facade 2002 $2,400 $644,490 $5,600 $5,600 $5,600 $663,690 X Repair Cementous Stucco Cracking, Prep and
Paint, Repair Styrofoam Cast Window Sills, Prep
and Paint, Repair Styrofoam Cast Architectural
Detail, Prep and Paint

Roofing 2002 $3,200 $3,200 $3,200 $3,200 $3,200 $16,000 X Tile Roof replaced in 2020/2021

Windows 2002] 510,000 $5,000 $5,000 $5,000 $5,000 5,000 $25,000 X Unit operable windows show normal signs of

wear but no reported issues. Common Area
Exterior Metal Frame Windows have faded/worn
finishes. Some exterior metal
extrusions/mullions need replacement/repair

Doors 2002 $30,000 $8,500 $8,500 8,500 $8,500 564,000 X Common Area Exterior Metal Frame Doors and
have faded/worn finishes. Unit large door style
'windows on first floor units have cracked seams
and are leaking. Unit other exterior doors in
fair condition showing normal wear but no
reported issues

Parapet, Fascia, Eaves 2002| $17,500 $1,800 25,575 51,800 51,800 $1,800 $32,775 X Soffit/Facia/ Decorative wood supports showing
signs of aging and wear. Added to 2024 to
coincide with Stucco Refinishing for efficiency

Gutters/Downspouts 2002 $7,000 61,380 561,380 X Gutter and downspout sections are showing signs
of wear and leaking. Select gutter sections have
been complete with new custom 8 inch gutter
due to roof water runoff rate which is the new
site standard.

Sealants 2002 $6,906 $6,906 6,906 $6,906 $3,453 $31,075 X Select sealants need to be redone around
windows and doors. Sealants around doors and
windows has been replaced in select locations.

Foundation/Structural 2002 $0 X No reported issues with foundation/building
structure

Lighting 2002 2,700 2,500 $2,500 $2,500 2,500 $12,700 X |Exterior Lighting is showing signs of wear with
rust and finish deterioration

Building Frame 2002 S0 X Staff reported that there are no known issues
with the building structure

Balconies and Patios 2002 $2,200 $2,200 $2,200 $2,200 $2,200 $11,000 X First unit patios in fair condition and
second/third floor balconies in fair condition.

Exterior stairs 2002 $0 X N/A

Pergola/Trellis 2002 $36,000 $36,000 $72,000 X Third floor units with trellises need to have

wood components replaced. Wood is missing,
electrical conduit is hanging unattached and
wood is deteriorating

Misc 2002 S0
Subtotals $34,500 $54,206 $734,371 $133,086 $35,706 $32,253 $989,620
Intel Good I Comments
Common Area Finishes 2002 S0 X Elevator lobby refurbishment with corridors
Corridor Finishes 2002 S0 X Corridors in fair condition, with new custom
carpet in 2017/2018, doors, walls, ceiling, rails
and woodwork are in fair condition.
Resident Room Finishes 2002 S0 X N/A
Back of House Finishes 2002 S0 X N/A
Misc 2002 $10,000 $10,000 $10,000 $10,000 $10,000 $50,000 X Floor, wall and ceiling maintenance
Misc 2002 $0 X N/A
Subtotals S0 $10,000 $10,000 $10,000 $10,000 $10,000 $50,000
Mechanical 2002 $0 X Misc
Roof Top i 2002 $0 X N/A
HVAC 2002 521,500 $21,500 $21,500 $21,500 $21,500 $107,500 X About 50% of in unit heat pumps have been
replaced. The remaining are original to the
building.
Piping Mechanical 2002 $3,000 $3,000 $3,000 $3,000 $3,000 $15,000 X Misc, normal maintenance and repair for heat
pump system copper piping
Electrical System 2002 $2,500 $2,500 2,500 §2,500 $2,500 $12,500 X Misc, normal maintenance and repair for
electrical system
Lighting 2002 $500 $500 $500 $500 $500 $2,500 X N/A
Plumbing 2002 $4,083 $4,000 $4,000 $4,000 $4,000 $4,000 $20,000 X In unit fixtures replaced with unit turnover
Piping Plumbing 2002 5826 $3,200 $3,200 $3,200 $3,200 $3,200 $16,000 X Normal Maintenance, Shut off valve replacement
Low Voltage 2002 S0 X N/A
(Built-in) 2002 $5,000 $5,000 X Laundry Eq
Generator/EM Power 2002 $0 X N/A
Elevators 2002 $96,250 $1,500 $1,500 $1,500 $1,500 $1,500 $7,500 X Elevator Finishes, Panel and Equipment are
original and were included in the site 2022
budget to be upgraded and hydraulic pump
replacement.
Fire Protection 2002 1,250 1,250 1,250 1,250 1,250 56,250 x Normal Maintenance, no reported issues
Fire Alarm 2002 2,400 2,400 2,400 2,400 2,400 $12,000 X Normal Maintenance, no reported issues
Sprinklers and Standpipes 2002 54,083 3,200 3,200 3,200 3,200 3,200 516,000 x Normal Maintenance, no reported issues
Misc 2002 S0
Misc 2002 51,200 $1,200 51,200 51,200 51,200 6,000 Pipe Insulation
Subtotals $105,243 $44,250 $44,250 $44,250 $44,250 $49,250 $226,250
Stoops/Pads 2002 0 X Covered in Site Section
Sidewalks/Paths 2002 0 X Covered in Site Section
Patios/Garden 2002 0 X Covered in Site Section
Accessibility 2002 $120 $120 X Covered in Site Section
Landscaping and Appurtenances 2002 0 X Covered in Site Section
Lighting 2002 0 X Covered in Site Section
Signage 2002 0 X Covered in Site Section
Fencing/Screening 2002 0 X Covered in Site Section
Drainage/Stormwater 2002 0 X Covered in Site Section
Paving, Curbing, Parking 2002 0 X Covered in Site Section
Utilities 2002 0 X Covered in Site Section
Ingress and Egress 2002 0 X Covered in Site Section
Misc 2002 0 Covered in Site Section
Misc 2002 0 Covered in Site Section
Subtotals S0 S0 S0 S0 S0 $120 $120
Building Total All Groups [[$139,743 ] [ $108,456 | $788,621 | $187,336 | $89,956 |  $91,623 [$1,265,990 | | | |
[Data per vear [2022REF__| [ 2023 2024] 2025] 2026] 2027]
Exterior 5.5% 74.2% 13.4% 3.6% 3.3%
Interior 20.0% 20.0% 20.0% 20.0% 20.0%
MEP/FPNT 19.6% 19.6% 19.6% 19.6% 21.8%
Grounds 0.0% 0.0% 0.0% 0.0% 100.0%
All Groups 8.6% 62.3% 14.8% 71% 7.2%
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Exhibit1 Page 22 of 64 CONFIDENTIAL INFORMATION

Building Name Occupancy Classification | Construction Type Year Constructed Notes ARCH Consultants, ltd
L CC/MF/CMU 2002 4-Jan-2023
Building 2 Confidential
Edgemere [Number of Units [Number of Beds [Square footage [Notes Number of Stories |
Dallas, TX |24 Jo [43,214 | [ 3 |
Year 2022 REF 2023 2024 2025 2026 2027 Totals
Good r LLUI Comments

Exterior facade 2002 $245,322 $2,500 $2,500 $2,500 $252,822 X Repair Cementous Stucco Cracking, Prep and
Paint, Repair Styrofoam Cast Window Sills, Prep
and Paint, Repair Styrofoam Cast Architectural
Detail, Prep and Paint

Roofing 2002 $1,200 $1,200 $1,200 $1,200 $1,200 $6,000 X Tile Roof replaced in 2020/2021

Windows 2002] 510,000 $5,000 $5,000 5,000 $5,000 5,000 $25,000 X Unit operable windows show normal signs of

wear but no reported issues. Common Area
Exterior Metal Frame Windows have faded/worn
finishes. Some exterior metal
extrusions/mullions need replacement/repair

Doors 2002 $30,000 $8,500 $8,500 8,500 $8,500 564,000 X Common Area Exterior Metal Frame Doors and
have faded/worn finishes. Unit large door style
'windows on first floor units have cracked seams
and are leaking. Unit other exterior doors in
fair condition showing normal wear but no
reported issues

Parapet, Fascia, Eaves 2002 2,000 $9,735 $1,500 $1,500 $1,500 $16,235 X Soffit/Facia/ Decorative wood supports showing
signs of aging and wear. Added to 2024 to
coincide with Stucco Refinishing for efficiency

Gutters/Downspouts 2002 $23,364 $23,364 X Gutter and downspout sections are showing signs
of wear and leaking. Select gutter sections have
been complete with new custom 8 inch gutter
due to roof water runoff rate which is the new
site standard.

Sealants 2002 $5,356 $5,356 5,356 $5,356 2,678 $24,100 X Select sealants need to be redone around

windows and doors. Sealants around doors and
windows has been replaced in select locations.

Foundation/Structural 2002 S0 X No reported issues with foundation/building
structure

Lighting 2002 $3,800 1,000 $1,000 $1,000 $1,000 $7,800 X |Exterior Lighting is showing signs of wear with
rust and finish deterioration

Building Frame 2002 S0 X Staff reported that there are no known issues
with the building structure

Balconies and Patios 2002 $2,200 $2,200 $2,200 $2,200 $2,200 $11,000 X First unit patios in fair condition and
second/third floor balconies in fair condition.

Exterior stairs 2002 $0 X N/A

Pergola/Trellis 2002 $36,000 $36,000 X Third floor units with trellises need to have

wood components replaced. Wood is missing,
electrical conduit is hanging unattached and
wood is deteriorating

[ Misc 2002 50

Subtotals $10,000 549,556 $337,677 $27,256 $27,256 $24,578 $466,321

Common Area Finishes 2002 S0 X Elevator lobby refurbishment with corridors

Corridor Finishes 2002 S0 X Corridors in fair condition, with new custom
carpet in 2017/2018, doors, walls, ceiling, rails
and woodwork are in fair condition.

Resident Room Finishes 2002 S0 X N/A

Back of House Finishes 2002 $0 X N/A

[ Misc 2002 $5,000 $5,000 $5,000 $5,000 $5,000 $25,000 X Floor, wall and ceiling

[ Misc 2002 $0 X N/A

Subtotals S0 $5,000 $5,000 $5,000 $5,000 $5,000 $25,000

[Mechanical 2002 $0 X Misc

Roof Top i 2002 $0 X N/A

HVAC 2002 $12,000 $12,000 $12,000 $12,000 $12,000 560,000 X About 50% of in unit heat pumps have been
replaced. The remaining are original to the
building. Additional replacements are included
in the forecast

Piping Mechanical 2002 $3,000 $3,000 $3,000 $3,000 $3,000 $15,000 X Misc, normal maintenance and repair for heat
pump system copper piping

Electrical System 2002 $2,500 $2,500 $2,500 $2,500 $2,500 $12,500 X Misc, normal maintenance and repair for
electrical system

Lighting 2002 $2,750 $2,750 $2,750 $2,750 $2,750 $13,750 X N/A

Plumbing 2002 54,083 54,000 54,000 4,000 54,000 54,000 520,000 X In unit fixtures replaced with unit turnover

Piping Plumbing 2002 $826 $3,200 $3,200 $3,200 $3,200 $3,200 $16,000 X Normal Maintenance, Shut off valve replacement

Low Voltage 2002 $0 X N/A

i (Built-in) 2002 $5,000 $5,000 X Laundry Equipment

Generator/EM Power 2002 S0 X N/A

Elevators 2002 $96,250 51,500 $1,500 $1,500 $1,500 $1,500 $7,500 X Elevator Finishes, Panel and Equipment are
original and were included in the site 2022
budget to be upgraded and hydraulic pump
replacement.

Fire Protection 2002 5250 5250 5250 5250 5250 1,250 X Normal Maintenance, no reported issues

Fire Alarm 2002 $800 $800 $800 $800 $800 4,000 X Normal Maintenance, no reported issues

Sprinklers and i 2002 $4,083 $1,000 $1,000 $1,000 $1,000 $1,000 5,000 X Normal Maintenance, no reported issues

[ Misc 2002 S0

[ Misc 2002 $1,200 $1,200 $1,200 $1,200 $1,200 $6,000 Pipe Insulation

Subtotals $105,243 $32,200 $32,200 $32,200 $32,200 $37,200 | $166,000

Stoops/Pads 2002 0 X Covered in Site Section

Sidewalks/Paths 2002 0 X Covered in Site Section

Patios/Garden 2002 0 X Covered in Site Section

Accessibility 2002 $120 $120 X Covered in Site Section

Landscaping and Appurtenances 2002 0 X Covered in Site Section

Lighting 2002 0 X Covered in Site Section

Signage 2002 0 X Covered in Site Section

Fencing/Screening 2002 0 X Covered in Site Section

Drainage/Stormwater 2002 0 X Covered in Site Section

Paving, Curbing, Parking 2002 0 x Covered in Site Section

Utilities 2002 0 X Covered in Site Section

Ingress and Egress 2002 0 x Covered in Site Section

[ Misc 2002 0 Covered in Site Section

[ Misc 2002 0 Covered in Site Section

Subtotals $0 $0 $0 S0 $0 $120 $120

Building Total All Groups [ $115,243] [ $86,756 | $374,877 | $64,456 | $64,456 | $66,898 [ $657,441 | | | |

[Data per vear [2022 REF [ 2023] 2024] 2025] 2026] 2027]

Exterior 10.6% 72.4% 5.8% 5.8% 5.3%

Interior 20.0% 20.0% 20.0% 20.0% 20.0%

MEP/FPNT 19.4% 19.4% 19.4% 19.4% 22.4%

Grounds 0.0% 0.0% 0.0% 0.0% 100.0%

All Groups 13.2% 57.0% 9.8% 9.8% 10.2%
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Case 22-30659-mvi11l Doc 1227-1 Filed 02/16/23 Entered 02/16/23 22:30:08 Desc
CONFIDENTIAL INFORMATION

Building Name Occupancy Classification | Construction Type Year Constructed Notes ARCH Consultants, ltd
L CC/MF/CMU 2002 4-Jan-2023
Building 3 Confidential
Edgemere [Number of Units [Number of Beds [Square footage [Notes Number of Stories
Dallas, TX |36 |60,804 3
Year 2022 REF 2023 2024 2025 2026 2027 Totals
Good r g Comments

Exterior facade 2002 $403,326 $4,800 $4,800 $4,800 $417,726 X Repair Cementous Stucco Cracking, Prep and
Paint, Repair Styrofoam Cast Window Sills, Prep
and Paint, Repair Styrofoam Cast Architectural
Detail, Prep and Paint

Roofing 2002 51,200 51,200 51,200 51,200 51,200 6,000 x Tile Roof replaced in 2020/2021

Windows 2002 $10,000 $5,000 $5,000 $5,000 $5,000 $5,000 $25,000 X Unit operable windows show normal signs of
wear but no reported issues. Common Area
Exterior Metal Frame Windows have faded/worn
finishes. Some exterior metal
extrusions/mullions need replacement/repair

Doors 2002 $30,000 58,500 $8,500 58,500 58,500 564,000 X Common Area Exterior Metal Frame Doors and
have faded/worn finishes. Unit large door style
windows on first floor units have cracked seams
and are leaking. Unit other exterior doors in
fair condition showing normal wear but no
reported issues

Parapet, Fascia, Eaves 2002 $500 $16,005 $1,800 $1,800 $1,800 $21,905 X Soffit/Facia/Decorative wood supports should be
refinished/painted in the next 5 years. Added to
2024 to coincide with Stucco Refinishing for
efficiency

Gutters/Downspouts 2002 $38,412 $38,412 X Gutter and downspout sections are showing signs
of wear and leaking. Select gutter sections have
been complete with new custom 8 inch gutter
due to roof water runoff rate which is the new
site standard.

Sealants 2002 54,961 $4,961 $4,961 54,961 $2,481 $22,325 X Select sealants need to be redone around
windows and doors. Sealants around doors and
windows has been replaced in select locations.

Foundation/Structural 2002 S0 x No reported issues with foundation/building
structure

Lighting 2002 51,800 $1,800 X |Exterior Lighting is showing signs of wear with
rust and finish deterioration

Building Frame 2002 S0 x Staff reported that there are no known issues
with the building structure

Balconies, Patios, Porches 2002 $2,200 $2,200 §2,200 $2,200 $2,200 511,000 X First unit patios in fair condition and
second/third floor balconies in fair condition.

Exterior stairs 2002 S0 X N/A

Pergola/Trellis 2002 $24,000 $24,000 $48,000 x Third floor units with trellises need to have
wood components replaced. Wood is missing,
electrical conduit is hanging unattached and
wood is deteriorating

Paint 2002 S0 X |New

Subtotals 10,000 569,661 $465,192 528,461 566,873 525,981 | $656,168

Interior Good LI Comments

Common Area Finishes 2002 $0 X Elevator lobby refurbishment with corridors

Corridor Finishes 2002 $0 x Corridors in fair condition, with new custom
carpet in 2017/2018, doors, walls, ceiling, rails
and woodwork are in fair condition.

Resident Room Finishes 2002 $0 X N/A

Back of House Finishes 2002 S0 X N/A

Misc 2002 57,500 7,500 7,500 57,500 7,500 $37,500 X Floor, wall and ceiling

[Misc 2002 S0 X N/A

Subtotals 50 7,500 $7,500 57,500 7,500 $7,500 $37,500

[Mechanical 2002 S0 X Misc

Roof Top 2002 S0 X N/A

HVAC 2002 $18,000 $18,000 $18,000 $18,000 $18,000 $90,000 X About 50% of in unit heat pumps have been
replaced. The remaining are original to the
building. Additional replacements are included
in the forecast

Piping Mechanical 2002 $3,000 $3,000 $3,000 $3,000 $3,000 $15,000 X Misc, normal maintenance and repair for heat
pump system copper piping

Electrical System 2002 $2,500 $2,500 2,500 §2,500 $2,500 $12,500 X Misc, normal maintenance and repair for
electrical system

Lighting 2002 52,750 52,750 52,750 52,750 52,750 $13,750 X N/A

Plumbing 2002 54,083 $4,000 $4,000 $4,000 $4,000 $4,000 $20,000 X In unit fixtures replaced with unit turnover

Piping Plumbing 2002 5826 2,400 $2,400 $2,400 $2,400 2,400 $12,000 X Normal Maintenance, Shut off valve replacement

Low Voltage 2002 $0 X N/A

(Built-in) 2002 $5,000 55,000 X Laundry Eq

Generator/EM Power 2002 S0 X N/A

Elevators 2002 $3,000 $3,000 $96,250 $1,500 $1,500 $105,250 X Elevator Finishes, Panel and Equipment are
original and the site has begun a refresh cycle to
upgrade finishes, panel and hydraulic pump
replacement. No code issues were reported

Fire Protection 2002 1,250 1,250 1,250 1,250 1,250 56,250 X Normal Maintenance, no reported issues

Fire Alarm 2002 2,400 2,400 2,400 2,400 2,400 $12,000 X Normal Maintenance, no reported issues

Sprinklers and Standpipes. 2002 4,083 3,200 3,200 3,200 3,200 3,200 516,000 X Normal Maintenance, no reported issues

Kitchen 2002 S0

Misc 2002 51,200 51,200 $1,200 51,200 51,200 6,000 Pipe Insulation

Subtotals 58,993 $43,700 $43,700 $136,950 $42,200 $47,200 $313,750

Stoops/Pads 2002 0 X Covered in Site Section

Sidewalks/Paths 2002 0 X Covered in Site Section

Patios/Garden 2002 0 X Covered in Site Section

Accessibility 2002 $120 $120 X Covered in Site Section

Landscaping and Appurtenances, 2002 0 x Covered in Site Section

Lighting 2002 0 X Covered in Site Section

Signage 2002 0 X Covered in Site Section

Fencing/Screening 2002 0 X Covered in Site Section

Drainage/Stormwater 2002 0 X Covered in Site Section

Paving, Curbing, Parking 2002 0 X Covered in Site Section

Utilities 2002 0 X Covered in Site Section

Ingress and Egress 2002 0 X Covered in Site Section

[ Misc 2002 0 Covered in Site Section

[ Misc 2002 0 Covered in Site Section

Subtotals S0 S0 S0 S0 S0 $120 $120

Building Total All Groups [ 518,993 [ $120,861 | $516,392 [ $172,911 [ $116,573 [ $80,801 [$1,007,538 | | |

[Data per vear [2022REF__| [ 2023 2024] 2025] 2026] 2027]

Exterior 10.6% 70.9% 4.3% 10.2% 4.0%

Interior 20.0% 20.0% 20.0% 20.0% 20.0%

MEP/FPVT 13.9% 13.9% 43.6% 13.5% 15.0%

Grounds 0.0% 0.0% 0.0% 0.0% 100.0%

All Groups 12.0% 51.3% 17.2% 11.6% 8.0%
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Case 22-30659-mvi11l Doc 1227-1 Filed 02/16/23 Entered 02/16/23 22:30:08 Desc
Exhibit1 Page 24 of 64 CONFIDENTIAL INFORMATION

Building Name Occupancy Classification |Construction Type Year Constructed Notes ARCH Consultants, ltd
L CC/MF/CMU 2002 4-Jan-2023
Building 4 Confidential
Edgemere |Number of Units |Number of Beds |Square footage |Notes Number of Stories |
Dallas, TX [31 lo [53,097 | [ 3 |
Year 2022 REF 2023 2024 2025 2026 2027 Totals

Exteri Good LTI Comments

Exterior facade 2002 $355,509 $4,500 $4,500 $4,500 $369,009 X Repair Cementous Stucco Cracking, Prep and
Paint, Repair Styrofoam Cast Window Sills, Prep
and Paint, Repair Styrofoam Cast Architectural
Detail, Prep and Paint

Roofing 2002 $1,200 $1,200 $1,200 $1,200 $1,200 $6,000 X Tile Roof replaced in 2020/2021

Windows 2002 $10,000 $5,000 $5,000 $5,000 $5,000 $5,000 $25,000 X Unit operable windows show normal signs of
wear but no reported issues. Common Area
Exterior Metal Frame Windows have faded/worn
finishes. Some exterior metal
extrusions/mullions need replacement/repair
Doors 2002 $30,000 $8,500 $8,500 $8,500 8,500 364,000 X Common Area Exterior Metal Frame Doors and
have faded/worn finishes. Unit large door style
windows on first floor units have cracked seams
and are leaking. Unit other exterior doors in fair
condition showing normal wear but no reported
issues

Parapet, Fascia, Eaves 2002 $2,400 $14,108 $1,800 $1,800 $1,800 $21,908 X Soffit/Facia/Decorative wood supports should be
refinished/painted in the next 5 years. Added to
2024 to coincide with Stucco Refinishing for
efficiency

Gutters/Downspouts 2002 $33,858 $33,858 X Gutter and downspout sections are showing signs
of wear and leaking. Select gutter sections have
been complete with new custom 8 inch gutter
due to roof water runoff rate which is the new
site standard.

Sealants 2002 $4,750 $4,750 $4,750 $4,750 $2,375 $21,375 x Select sealants need to be redone around
windows and doors. Sealants around doors and
windows has been replaced in select locations.

Foundation/Structural 2002 S0 X No reported issues with foundation/building
structure

Lighting 2002 2,800 $1,000 $1,000 1,000 $1,000 $6,800 X |Exterior Lighting is showing signs of wear with
rust and finish deterioration

Building Frame 2002 S0 X Staff reported that there are no known issues
with the building structure

Balconies and Patios 2002 $2,200 $2,200 $2,200 $2,200 $2,200 $11,000 X First unit patios in fair condition and
second/third floor balconies in fair condition.

Exterior stairs 2002 S0 X N/A

Pergola/Trellis 2002 $12,000 $12,000 $24,000 X Third floor units with trellises need to have

wood components replaced. Wood is missing,
electrical conduit is hanging unattached and
wood is deteriorating

[ Misc 2002 S0 N/A

Subtotals $10,000 360,350 9404,267 $28,950 $28,950 $60,433 $582,950

Common Area Finishes 2002 S0 X Elevator lobby refurbishment with corridors
Corridor Finishes 2002 $0 X Corridors in fair condition, with new custom

carpet in 2017/2018, doors, walls, ceiling, rails
and woodwork are in fair condition.

Resident Room Finishes 2002 $0 X N/A

Back of House Finishes 2002 S0 X N/A

[Misc 2002 $7,500 $7,500 $7,500 $7,500 $7,500 $37,500 X Floor, wall and ceiling

[ Misc 2002 S0 X N/A

Subtotals 50 $7,500 $7,500 $7,500 $7,500 $7,500 $37,500

[Mechanical 2002 S0 X Misc

Roof Top i 2002 $0 X N/A

HVAC 2002 $15,500 $15,500 $15,500 $15,500 $15,500 $77,500 X About 50% of in unit heat pumps have been
replaced. The remaining are original to the
building. Additional replacements are included
in the forecast

Piping Mechanical 2002 $3,000 $3,000 $3,000 $3,000 $3,000 $15,000 X Misc, normal maintenance and repair for heat
pump system copper piping

Electrical System 2002 $2,500 $2,500 $2,500 $2,500 $2,500 $12,500 X Misc, normal maintenance and repair for
electrical system

Lighting 2002 $2,750 $2,750 $2,750 $2,750 $2,750 $13,750 X N/A

Plumbing 2002 $4,083 $4,000 $4,000 $4,000 $4,000 $4,000 $20,000 X In unit fixtures replaced with unit turnover

Valves 2002 $826 $2,400 $2,400 $2,400 $2,400 $2,400 $12,000 X Normal Maintenance, Shut off valve replacement

Low Voltage/Telephone 2002 $0 X N/A

(Built-in) 2002 55,000 $5,000 X Laundry Equipment

Generator/EM Power 2002 $0 X N/A

Elevators 2002 $1,500 $1,500 $1,500 $1,500 $1,500 $7,500 X Elevator upgraded and hydraulic pump replaced

Fire Protection 2002 1,250 1,250 1,250 1,250 1,250 $6,250 X Normal Maintenance, no reported issues

Fire Alarm 2002 2,400 2,400 2,400 2,400 2,400 $12,000 X Normal Maintenance, no reported issues

Sprinklers and Standpipes 2002 $4,083 3,200 3,200 3,200 3,200 3,200 $16,000 X Normal Maintenance, no reported issues

BAS System 2002 S0

MDF Room 2002 $1,200 $1,200 $1,200 $1,200 51,200 56,000 Pipe Insulation

Subtotals 98,993 939,700 $39,700 $39,700 $39,700 $44,700 $203,500

Stoops/Pads 2002 0 X Covered in Site Section

Sidewalks/Paths 2002 0 X Covered in Site Section

Patios/Garden 2002 0 X Covered in Site Section

Accessibility 2002 $120 $120 X Covered in Site Section

Landscaping and Appurtenances 2002 0 X Covered in Site Section

Lighting 2002 0 X Covered in Site Section

Signage 2002 0 X Covered in Site Section

Fencing/Screening 2002 0 X Covered in Site Section

Drainage/Stormwater 2002 0 X Covered in Site Section

Paving, Curbing, Parking 2002 0 X Covered in Site Section

Utilities 2002 0 X Covered in Site Section

Ingress and Egress 2002 0 X Covered in Site Section

Misc 2002 0 Covered in Site Section

Misc 2002 0 Covered in Site Section

Subtotals S0 S0 S0 S0 S0 $120 $120

Building Total All Groups [ $18,993 ] [ $107,550 [ $451,467 | $76,150 | $76,150 | $112,753 [ $824,070 | [ | |

[Data per vear [2022 REF [ 2023] 2024] 2025] 2026 ] 2027]

Exterior 10.4% 69.3% 5.0% 5.0% 10.4%

Interior 20.0% 20.0% 20.0% 20.0% 20.0%

MEP/FPNT 19.5% 19.5% 19.5% 19.5% 22.0%

Grounds 0.0% 0.0% 0.0% 0.0% 100.0%

All Groups 13.1% 54.8% 9.2% 9.2% 13.7%

BAY000104



Case 22-30659-mvi11l Doc 1227-1 Filed 02/16/23 Entered 02/16/23 22:30:08 Desc
CONFIDENTIAL INFORMATION

Exhibit1 Page 25 of 64

Building Name Occupancy Classification |Construction Type Year Constructed Notes ARCH Consultants, ltd
L CC/MF/CMU 2002 4-Jan-2023
Building 5 Confidential
Edgemere |Number of Units |Number of Beds |Square footage |Notes Number of Stories
Dallas, TX [35 [0 [45,638 | 3
Year 2022 REF 2023 2024 2025 2026 2027 Totals

Exteri Good LTI Comments

Exterior facade 2002 $2,400 9327,443 $4,400 $4,400 $4,400 $343,043 X Repair Cementous Stucco Cracking, Prep and
Paint, Repair Styrofoam Cast Window Sills, Prep
and Paint, Repair Styrofoam Cast Architectural
Detail, Prep and Paint

Roofing 2002 $1,200 $1,200 $1,200 $1,200 $1,200 $6,000 X Tile Roof replaced in 2020/2021

Windows 2002 $10,000 $5,000 $5,000 $5,000 $5,000 $5,000 $25,000 X Unit operable windows show normal signs of
wear but no reported issues. Common Area
Exterior Metal Frame Windows have faded/worn
finishes. Some exterior metal
extrusions/mullions need replacement/repair

Doors 2002 $30,000 $8,500 $8,500 $8,500 8,500 $64,000 X Common Area Exterior Metal Frame Doors and
have faded/worn finishes. Unit large door style
windows on first floor units have cracked seams
and are leaking. Unit other exterior doors in fair
condition showing normal wear but no reported
issues

Parapet, Fascia, Eaves 2002 $2,400 $11,138 $1,800 $1,800 $1,800 $18,938 X Soffit/Facia/Decorative wood supports should be
refinished/painted in the next 5 years. Added to
2024 to coincide with Stucco Refinishing for
efficiency

Gutters/Downspouts 2002 $26,730 $26,730 X Gutter and downspout sections are showing signs
of wear and leaking. Select gutter sections have
been complete with new custom 8 inch gutter
due to roof water runoff rate which is the new
site standard.

Sealants 2002 $5,200 $5,200 $5,200 $5,200 $2,600 $23,400 X Select sealants need to be redone around
windows and doors. Sealants around doors and
windows has been replaced in select locations.

Foundation/Structural 2002 S0 X No reported issues with foundation/building
structure

Lighting 2002 $1,800 $1,000 $1,000 1,000 $1,000 $5,800 X |Exterior Lighting is showing signs of wear with
rust and finish deterioration

Building Frame 2002 S0 X Staff reported that there are no known issues
with the building structure

Balconies and Patios 2002 $2,200 $2,200 $2,200 $2,200 $2,200 $11,000 X First unit patios in fair condition and
second/third floor balconies in fair condition.

Exterior stairs 2002 S0 X N/A

Pergola/Trellis 2002 $24,000 $12,000 $36,000 X Third floor units with trellises need to have
wood components replaced. Wood is missing,
electrical conduit is hanging unattached and
wood is deteriorating

Green House 2002 S0 Refurbishments + Deck Area

Subtotals 510,000 74,200 $373,681 $29,300 529,300 $53,430 | $559,911

Interior Good LTI Comments

Common Area Finishes 2002 $0 X Elevator lobby refurbishment with corridors

Corridor Finishes 2002 S0 X Corridors in fair condition, with new custom
carpet in 2017/2018, doors, walls, ceiling, rails
and woodwork are in fair condition.

Resident Room Finishes 2002 S0 X N/A

Back of House Finishes 2002 S0 X N/A

[ Misc 2002 $5,000 $5,000 $5,000 $5,000 $5,000 $25,000 X Floor, wall and ceiling

[Misc 2002 S0 X N/A

Subtotals S0 5,000 $5,000 5,000 55,000 55,000 $25,000

[Mechanical 2002 S0 X Misc

Roof Top Equipment 2002 S0 X N/A

HVAC 2002 $17,500 $17,500 $17,500 $17,500 $17,500 $87,500 X About 50% of in unit heat pumps have been
replaced. The remaining are original to the
building. Additional replacements are included
in the forecast

Piping Mechanical 2002 $3,000 $3,000 $3,000 $3,000 $3,000 $15,000 X Misc, normal maintenance and repair for heat
pump system copper piping

Electrical System 2002 $2,500 $2,500 $2,500 $2,500 $2,500 $12,500 X Misc, normal maintenance and repair for
electrical system

Lighting 2002 2,750 2,750 2,750 2,750 2,750 13,750 X N/A

Plumbing 2002 94,083 4,000 4,000 4,000 4,000 4,000 20,000 X In unit fixtures replaced with unit turnover

Valves 2002 3826 2,400 2,400 2,400 2,400 2,400 12,000 X Normal Maintenance, Shut off valve replacement|

Low Voltage 2002 50 X N/A

Equipment (Built-in) 2002 $5,000 $5,000 X Laundry Equipment

Generator/EM Power 2002 S0 X N/A

Elevators Upgrades/Maint. 2002 $3,000 $3,000 515,000 $1,500 $1,500 524,000 | x Elevator upgraded and hydraulic pump replaced

Fire Protection 2002 1,250 1,250 1,250 1,250 1,250 $6,250 X Normal Maintenance, no reported issues

Fire Alarm 2002 2,400 2,400 2,400 2,400 2,400 $12,000 X Normal Maintenance, no reported issues

Sprinklers and 2002 94,083 3,200 3,200 3,200 3,200 3,200 $16,000 X Normal Maintenance, no reported issues

Fire Stairs 2002 S0

Kitchen Equipment Upgrades 2002 $1,200 $1,200 $1,200 $1,200 $1,200 $6,000 Pipe Insulation

Subtotals 8,993 543,200 543,200 $55,200 541,700 546,700 | $230,000

Grounds Good Fail LTI Comments

Stoops/Pads 2002 0 X Covered in Site Section

Sidewalks/Paths 2002 0 X Covered in Site Section

Patios/Garden 2002 0 X Covered in Site Section

Accessibility 2002 $120 $120 X Covered in Site Section

Landscaping / Courtyards 2002 0 X Covered in Site Section

Lighting 2002 0 X Covered in Site Section

Signage 2002 0 X Covered in Site Section

Fencing/Screening 2002 0 X Covered in Site Section

Drainage/Stormwater 2002 0 X Covered in Site Section

Paving, Curbing, Parking 2002 0 X Covered in Site Section

Utilities 2002 0 X Covered in Site Section

Ingress and Egress 2002 0 X Covered in Site Section

[Misc 2002 0 Covered in Site Section

[ Misc 2002 0 Covered in Site Section

Subtotals S0 $0 S0 S0 S0 $120 $120

Building Total All Groups [ 518,993 [ $122,400 | $421,881 [ $89,500 [  $76,000 [ $105,250 [ $815,031 | [

[Data per vear [2022 REF [ 2023] 2024] 2025] 2026 ] 2027]

Exterior 13.3% 66.7% 5.2% 5.2% 9.5%

Interior 20.0% 20.0% 20.0% 20.0% 20.0%

MEP/FPVT 18.8% 18.8% 24.0% 18.1% 20.3%

Grounds 0.0% 0.0% 0.0% 0.0% 100.0%

All Groups 15.0% 51.8% 11.0% 9.3% 12.9%

BAY000105
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Exhibit1 Page 26 of 64 CONFIDENTIAL INFORMATION

Occupancy Classification |Construction Type Year Constructed Notes ARCH Consultants, ltd
IL CC/MF/CMU 2002 4-Jan-2023
Building 6 Confidential
Edgemere |Number of Units |Number of Beds |Square footage |Notes Number of Stories |
Dallas, TX |24 | [45,279 | | 3 |
Year 2022 REF 2023 2024 2025 2026 2027 Totals

Exts Good LI Comments

Exterior facade 2002 $2,400 $2,400 $345,114 $4,500 $4,500 $358,914 X Repair Cementous Stucco Cracking, Prep and
Paint, Repair Styrofoam Cast Window Sills, Prep
and Paint, Repair Styrofoam Cast Architectural
Detail, Prep and Paint

Roofing 2002 $1,200 $1,200 $1,200 $1,200 $1,200 56,000 X Tile Roof replaced in 2020/2021

Windows 2002 $10,000 $5,000 $5,000 $5,000 $5,000 $5,000 $25,000 X Unit operable windows show normal signs of
wear but no reported issues. Common Area
Exterior Metal Frame Windows have faded/worn
Doors 2002 $5,000 $30,000 $8,500 $8,500 $8,500 $60,500 X Common Area Exterior Metal Frame Doors and
have faded/worn finishes. Unit large door style
windows on first floor units have cracked seams
and are leaking. Unit other exterior doors in fair|
condition showing normal wear but no reported
issues

Parapet, Fascia, Eaves 2002 $2,400 $2,400 $13,695 $1,800 $1,800 $22,095 X Soffit/Facia/Decorative wood supports should be|
refinished/painted in the next 5 years. Added to
2025 to coincide with Stucco Refinishing for
efficiency

Gutters/Downspouts 2002 S0 X Gutter and downspout sections are showing signs
of wear and leaking. Select gutter sections have
been complete with new custom 8 inch gutter
due to roof water runoff rate which is the new
site standard.

Sealants 2002 $5,339 $5,339 $5,339 $5,339 $2,669 $24,025 X Select sealants need to be redone around
windows and doors. Sealants around doors and
windows has been replaced in select locations.

Foundation/Structural 2002 S0 X No reported issues with foundation/building
structure

Lighting 2002 $1,800 $1,000 $1,000 $1,000 $1,000 $5,800 X Exterior Lighting is showing signs of wear with
rust and finish deterioration

Building Frame 2002 S0 X Staff reported that there are no known issues
with the building structure

Balconies and Patios 2002 $2,200 $2,200 $2,200 $2,200 $2,200 $11,000 X First unit patios in fair condition and
second/third floor balconies in fair condition.

Exterior stairs 2002 S0 X N/A

Pergola/Trellis 2002 $60,000 $48,000 $108,000 X Third floor units with trellises need to have

wood components replaced. Wood is missing,
electrical conduit is hanging unattached and
wood is deteriorating

Misc 2002 S0

Subtotals $10,000 $25,339 $109,539 $430,048 $29,539 $26,869 $621,334

Common Area Finishes 2002 $0 X Elevator lobby refurbishment with corridors

Corridor Finishes 2002 S0 X Corridors in fair condition, with new custom
carpet in 2017/2018, doors, walls, ceiling, rails
and woodwork are in fair condition.

Room Finishes 2002 S0 X N/A

Back of House Finishes 2002 S0 X N/A

Misc 2002 $5,000 $5,000 $5,000 $5,000 $5,000 $25,000 X Floor, wall and ceiling

Misc 2002 S0 X N/A

Subtotals S0 5,000 55,000 $5,000 55,000 $25,000

Mechanical 2002 S0 x [Misc

Roof Top Equipment 2002 $0 X N/A

HVAC 2002 $12,000 $12,000 $12,000 $12,000 $12,000 $60,000 X About 50% of in unit heat pumps have been
replaced. The remaining are original to the
building. Additional replacements are included
in the forecast

Piping Mechanical 2002 $3,000 $3,000 $3,000 $3,000 $3,000 $15,000 X Misc, normal maintenance and repair for heat
pump system copper piping

Electrical System 2002 $2,500 $2,500 $2,500 $2,500 $2,500 $12,500 X Misc, normal maintenance and repair for
electrical system

Lighting 2002 2,750 2,750 2,750 2,750 $2,750 $13,750 X N/A

Plumbing 2002 $4,083 4,000 54,000 4,000 4,000 $4,000 $20,000 X In unit fixtures replaced with unit turnover

Valves 2002 $826 2,400 2,400 2,400 2,400 $2,400 $12,000 X Normal Maintenance, Shut off valve replacement

Low Voltage 2002 $0 X N/A

i (Built-in) 2002 $5,000 $5,000 X Laundry Equipment

Generator/EM Power 2002 $0 X N/A

Elevators 2002 $1,500 $1,500 $1,500 $1,500 $1,500 $7,500 X Elevator upgraded and hydraulic pump replaced

Fire Protection 2002 1,250 1,250 1,250 1,250 $1,250 $6,250 X Normal Maintenance, no reported issues

Fire Alarm 2002 2,400 2,400 2,400 2,400 $2,400 $12,000 X Normal Maintenance, no reported issues

Sprinklers and Standpipes 2002 94,083 3,200 3,200 3,200 3,200 $3,200 $16,000 X Normal Maintenance, no reported issues

Pool 2002 $0

Misc 2002 $1,200 $1,200 $1,200 $1,200 $1,200 $6,000 Pipe Insulation

Subtotals 58,993 $36,200 936,200 $36,200 936,200 $41,200 $186,000

Stoops/Pads 2002 $0 X Covered in Site Section

Sidewalks/Paths 2002 S0 X Covered in Site Section

Patios/Garden 2002 $0 X Covered in Site Section

Accessibility 2002 $120 $120 X Covered in Site Section

Landscaping and Appurtenances 2002 0 X Covered in Site Section

Lighting 2002 0 X Covered in Site Section

Signage 2002 0 X Covered in Site Section

Fencing/Screening 2002 0 X Covered in Site Section

Drainage/Stormwater 2002 0 X Covered in Site Section

Paving, Curbing, Parking 2002 0 X Covered in Site Section

Utilities 2002 0 X Covered in Site Section

Ingress and Egress 2002 0 X Covered in Site Section

Misc 2002 0 Covered in Site Section

Misc 2002 0 Covered in Site Section

Subtotals S0 S0 S0 S0 S0 $120 $120

Building Total All Groups [ 518,993 [ 566,539 [ $150,739 [ $471,248 | $70,739 [  $73,189 | $832,454 | | | |

Data per vear I [2022 REF [ 2023] 2024] 2025] 2026] 2027]

Exterior 4.1% 17.6% 69.2% 4.8% 4.3%

Interior 20.0% 20.0% 20.0% 20.0% 20.0%

MEP/FPNT 19.5% 19.5% 19.5% 19.5% 222%

Grounds 0.0% 0.0% 0.0% 0.0% 100.0%

All Groups 8.0% 18.1% 56.6% 8.5% 8.8%

BAY000106
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Exhibit1 Page 27 of 64

Building Name Occupancy Classification |Construction Type Year Constructed Notes ARCH Consultants, ltd
L CC/MF/CMU 2002 4-Jan-2023

Building 7 Confidential

Edgemere |Number of Units |Number of Beds |Square footage |Notes Number of Stories |

Dallas, TX [30 [42,486 | [ 3 |

Year 2022 REF 2023 2024 2025 2026 2027 Totals

Exteri Good LTI Comments

Exterior facade 2002 $2,400 $2,400 $270,270 $3,200 $3,200 $281,470 X Repair Cementous Stucco Cracking, Prep and
Paint, Repair Styrofoam Cast Window Sills, Prep
and Paint, Repair Styrofoam Cast Architectural
Detail, Prep and Paint

Roofing 2002 $1,200 $1,200 $1,200 $1,200 $1,200 $6,000 X Tile Roof replaced in 2020/2021

Windows 2002 $10,000 $5,000 $5,000 $5,000 $5,000 $5,000 $25,000 X Unit operable windows show normal signs of
wear but no reported issues. Common Area
Exterior Metal Frame Windows have faded/worn

Doors 2002 $8,500 $8,500 $30,000 $8,500 $8,500 $64,000 X Common Area Exterior Metal Frame Doors and
have faded/worn finishes. Unit large door style
windows on first floor units have cracked seams
and are leaking. Unit other exterior doors in fair|
condition showing normal wear but no reported
issues

Parapet, Fascia, Eaves 2002 $500 $500 $10,725 $500 $500 $12,725 X Soffit/Facia/ Decorative wood supports should be
refinished/painted in the next 5 years. Added to
2025 to coincide with Stucco Refinishing for
efficiency

Gutters/Downspouts 2002 $0 X Gutter and downspout sections are showing signs
of wear and leaking. Select gutter sections have
been complete with new custom 8 inch gutter
due to roof water runoff rate which is the new
site standard.

Sealants 2002 $3,628 $3,628 $3,628 $3,628 $1,814 $16,325 X [select sealants need to be redone around
windows and doors. Sealants around doors and
windows has been replaced in select locations.

Foundation/Structural 2002 $0 X No reported issues with foundation/building
structure

Lighting 2002 $1,800 $1,800 X |Exterior Lighting is showing signs of wear with
rust and finish deterioration

Building Frame 2002 S0 X Staff reported that there are no known issues
with the building structure

Balconies and Patios 2002 $2,200 $2,200 $2,200 $2,200 $2,200 $11,000 X First unit patios in fair condition and
second/third floor balconies in fair condition.

Exterior stairs 2002 S0 X N/A

Pergola/Trellis 2002 $0 $24,000 $24,000 $48,000 X Third floor units with trellises need to have
wood components replaced. Wood is missing,
electrical conduit is hanging unattached and
wood is deteriorating

[ Misc 2002 S0

Subtotals $10,000 925,228 $47,428 $347,023 524,228 $22,414 $466,320

Interior Good Fail LLI Comments

Common Area Finishes 2002 S0 X Elevator lobby refurbishment with corridors

Corridor Finishes 2002 $0 X Corridors in fair condition, with new custom
carpet in 2017/2018, doors, walls, ceiling, rails
and woodwork are in fair condition.

Resident Room Finishes 2002 $0 X N/A

Back of House Finishes 2002 S0 X N/A

[Misc 2002 $5,000 $5,000 $5,000 $5,000 $5,000 $25,000 X Floor, wall and ceiling

[ Misc 2002 S0 X N/A

Subtotals S0 $5,000 35,000 $5,000 $5,000 $5,000 $25,000

[Mechanical 2002 S0 X Misc

Roof Top 2002 $0 X N/A

HVAC 2002 $15,000 $15,000 $15,000 $15,000 $15,000 $75,000 X About 50% of in unit heat pumps have been
replaced. The remaining are original to the
building. Additional replacements are included
in the forecast

Piping Mechanical 2002 $3,000 $3,000 $3,000 $3,000 $3,000 $15,000 X Misc, normal maintenance and repair for heat
pump system copper piping

Electrical System 2002 $2,500 $2,500 $2,500 $2,500 $2,500 $12,500 X Misc, normal maintenance and repair for
electrical system

Lighting 2002 $2,750 2,750 52,750 $2,750 52,750 $13,750 X N/A

Plumbing 2002 $4,083 $4,000 $4,000 $4,000 $4,000 $4,000 $20,000 X In unit fixtures replaced with unit turnover

Valves 2002 $826 $2,400 $2,400 $2,400 $2,400 $2,400 $12,000 X Normal Maintenance, Shut off valve replacement

Low Voltage 2002 S0 X N/A

i (Built-in) 2002 55,000 55,000 X Laundry Equipment

Generator/EM Power 2002 $0 X N/A

Elevators 2002 $96,250 $1,500 $1,500 $1,500 $1,500 $102,250 X Elevator Finishes, Panel and Equipment are
original and the site has begun a refresh cycle to
upgrade finishes, panel and hydraulic pump
replacement. No code issues were reported

Fire Protection 2002 1,250 1,250 1,250 1,250 1,250 $6,250 X Normal Maintenance, no reported issues

Fire Alarm 2002 2,400 2,400 2,400 2,400 2,400 $12,000 X Normal Maintenance, no reported issues

Sprinklers and Standpipes 2002 $4,083 3,200 3,200 3,200 3,200 3,200 $16,000 X Normal Maintenance, no reported issues

[Misc 2002 S0

Misc 2002 $1,200 $1,200 $1,200 $1,200 $1,200 56,000 Pipe Insulation

Subtotals 98,993 $133,950 $39,200 $39,200 $39,200 $44,200 $295,750

Stoops/Pads 2002 0 X Covered in Site Section

Sidewalks/Paths 2002 0 X Covered in Site Section

Patios/Garden 2002 0 X Covered in Site Section

Accessibility 2002 $120 $120 X Covered in Site Section

Landscaping and Appurtenances 2002 0 X Covered in Site Section

Lighting 2002 0 X Covered in Site Section

Signage 2002 0 X Covered in Site Section

Fencing/Screening 2002 0 X Covered in Site Section

Drainage/Stormwater 2002 0 X Covered in Site Section

Paving, Curbing, Parking 2002 0 X Covered in Site Section

Utilities 2002 0 X Covered in Site Section

Ingress and Egress 2002 0 X Covered in Site Section

Misc 2002 0 Covered in Site Section

Misc 2002 0 Covered in Site Section

Subtotals S0 S0 S0 S0 S0 $120 $120

Building Total All Groups [ 518,993 ] [ $164,178 [ $91,628 | $391,223 | 568,428 | 71,734 [ $787,190 | [ | |

[Data per vear [2022 REF [ 2023] 2024] 2025] 2026 ] 2027]

Exterior 5.4% 10.2% 74.4% 5.2% 4.8%

Interior 20.0% 20.0% 20.0% 20.0% 20.0%

MEP/FPNT 45.3% 13.3% 13.3% 13.3% 14.9%

Grounds 0.0% 0.0% 0.0% 0.0% 100.0%

All Groups 20.9% 11.6% 49.7% 8.7% 9.1%

BAY000107
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Building Name Occupancy Classification | Construction Type Year Constructed Notes ARCH Consultants, ltd
L CC/MF/CMU 2002 4-Jan-2023

Building 8 Confidential

Edgemere [Number of Units [Number of Beds [Square footage [Notes Number of Stories |

Dallas, TX |33 | |58,435 | [ 3 |

Year 2022 REF 2023 2024 2025 2026 2027 Totals
Good r LLUI Comments

Exterior facade 2002 $2,400 $2,400 $345,114 $4,400 $4,400 $358,714 X Repair Cementous Stucco Cracking, Prep and
Paint, Repair Styrofoam Cast Window Sills, Prep
and Paint, Repair Styrofoam Cast Architectural
Detail, Prep and Paint

Roofing 2002 $1,200 $1,200 $1,200 $1,200 $1,200 $6,000 X Tile Roof replaced in 2020/2021

Windows 2002] 510,000 $5,000 $5,000 5,000 $5,000 $5,000 $25,000 X Unit operable windows show normal signs of

wear but no reported issues. Common Area
Exterior Metal Frame Windows have faded/worn
finishes. Some exterior metal
extrusions/mullions need replacement/repair

Doors 2002 $30,000 $8,500 $8,500 8,500 $8,500 $64,000 X Common Area Exterior Metal Frame Doors and
have faded/worn finishes. Unit large door style
windows on first floor units have cracked seams
and are leaking. Unit other exterior doors in
fair condition showing normal wear but no
reported issues

Parapet, Fascia, Eaves 2002 52,400 $2,400 $13,695 $1,200 $1,200 520,895 x Soffit/Facia/ Decorative wood supports should be
refinished/painted in the next 5 years. Added to
2025 to coincide with Stucco Refinishing for
efficiency

Gutters/Downspouts 2002 S0 X Gutter and downspout sections are showing signs
of wear and leaking. Select gutter sections have
been complete with new custom 8 inch gutter
due to roof water runoff rate which is the new
site standard.

Sealants 2002 $5,133 $5,133 $5,133 $5,133 2,567 23,100 X |Select sealants need to be redone around
windows and doors. Sealants around doors and
windows has been replaced in select locations.

Foundation/Structural 2002 S0 X No reported issues with foundation/building
structure

Lighting 2002 $7,200 7,200 X |Exterior Lighting is showing signs of wear with
rust and finish deterioration

Building Frame 2002 S0 X Staff reported that there are no known issues
with the building structure

Balconies and Patios 2002 $2,200 $2,200 $2,200 $2,200 $2,200 $11,000 X First unit patios in fair condition and
second/third floor balconies in fair condition.

Exterior stairs 2002 $0 X N/A

Pergola/Trellis 2002 $12,000 $12,000 X Third floor units with trellises need to have

wood structure replaced. Wood is missing,
electrical conduit is hanging unattached and
wood is deteriorating

[ Misc 2002 S0

Subtotals $10,000 $55,533 $38,833 $380,842 $27,633 $25,067 $527,909

Common Area Finishes 2002 S0 X Elevator lobby refurbishment with corridors

Corridor Finishes 2002 S0 X Corridors in fair condition, with new custom
carpet in 2017/2018, doors, walls, ceiling, rails
and woodwork are in fair condition.

Resident Room Finishes 2002 S0 X N/A

Back of House Finishes 2002 $0 X N/A

[ Misc 2002 $7,500 $7,500 $7,500 $7,500 $7,500 $37,500 X Floor, wall and ceiling

[ Misc 2002 $0 X N/A

Subtotals S0 $7,500 $7,500 $7,500 $7,500 $7,500 $37,500

[Mechanical 2002 $0 X Misc

Roof Top i 2002 S0 X N/A

HVAC 2002 $16,500 16,500 16,500 $16,500 16,500 582,500 X About 50% of in unit heat pumps have been
replaced. The remaining are original to the
building. Additional replacements are included
in the forecast

Piping Mechanical 2002 $3,000 $3,000 $3,000 $3,000 $3,000 $15,000 X Misc, normal maintenance and repair for heat
pump system copper piping

Electrical System 2002 $2,500 $2,500 $2,500 $2,500 $2,500 $12,500 X Misc, normal maintenance and repair for
electrical system

Lighting 2002 $2,750 $2,750 $2,750 $2,750 $2,750 $13,750 X N/A

Plumbing 2002 54,083 54,000 $4,000 $4,000 54,000 $4,000 520,000 x In unit fixtures replaced with unit turnover

Valves 2002 $826 $2,400 $2,400 $2,400 $2,400 $2,400 $12,000 X Normal Maintenance, Shut off valve replacement

Low Voltage 2002 $0 X N/A

i (Built-in) 2002 $5,000 $5,000 X Laundry Equipment

Generator/EM Power 2002 S0 X N/A

Elevators 2002 $3,000 $96,250 $1,500 $1,500 $1,500 $103,750 X Elevator Finishes, Panel and Equipment are
original and the site has begun a refresh cycle to
upgrade finishes, panel and hydraulic pump
replacement. No code issues were reported

Fire Protection 2002 1,250 1,250 1,250 1,250 1,250 $6,250 X Normal Maintenance, no reported issues

Fire Alarm 2002 2,400 2,400 2,400 2,400 2,400 $12,000 X Normal Maintenance, no reported issues

Sprinklers and i 2002 $4,083 3,200 3,200 3,200 3,200 3,200 $16,000 X Normal Maintenance, no reported issues

[ Misc 2002 S0

[ Misc 2002 $1,200 $1,200 $1,200 $1,200 $1,200 $6,000 Pipe Insulation

Subtotals 8,993 $42,200 $135,450 540,700 540,700 545,700 | $304,750

Stoops/Pads 2002 0 X Covered in Site Section

Sidewalks/Paths 2002 0 X Covered in Site Section

Patios/Garden 2002 0 X Covered in Site Section

Accessibility 2002 $120 $120 X Covered in Site Section

Landscaping and Appurtenances 2002 0 X Covered in Site Section

Lighting 2002 0 X Covered in Site Section

Signage 2002 0 X Covered in Site Section

Fencing/Screening 2002 0 X Covered in Site Section

Drainage/Stormwater 2002 0 X Covered in Site Section

Paving, Curbing, Parking 2002 0 x Covered in Site Section

Utilities 2002 0 X Covered in Site Section

Ingress and Egress 2002 0 X Covered in Site Section

[ Misc 2002 0 Covered in Site Section

[ Misc 2002 0 Covered in Site Section

Subtotals $0 $0 $0 S0 S0 $120 $120

Building Total All Groups [ 18,993 ] $105,233 | $181,783 [ $429,042 | $75,833 [ $78,387 [ $870,279 | | | |

[Data per vear [2022 REF [ 2023] 2024] 2025] 2026] 2027]

Exterior 10.5% 7.4% 72.1% 5.2% 4.7%

Interior 20.0% 20.0% 20.0% 20.0% 20.0%

MEP/FPNT 13.8% 44.4% 13.4% 13.4% 16.0%

Grounds 0.0% 0.0% 0.0% 0.0% 100.0%

All Groups 12.1% 20.9% 49.3% 8.7% 9.0%
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Exhibit1 Page 29 of 64 CONFIDENTIAL INFORMATION

Building Name Occupancy Classification | Construction Type Year Constructed Notes ARCH Consultants, ltd
L CC/MF/CMU 2007 4-Jan-2023

Building 9 Confidential

Edgemere [Number of Units [Number of Beds [Square footage [Notes Number of Stories |

Dallas, TX |48 | [100,752 | [ 3 |

Year 2022 REF 2023 2024 2025 2026 2027 Totals
Good r LLUI Comments

Exterior facade 2007 $2,400 $2,400 $673,596 $5,400 $5,400 $689,196 X Repair Cementous Stucco Cracking, Prep and
Paint, Repair Styrofoam Cast Window Sills, Prep
and Paint, Repair Styrofoam Cast Architectural
Detail, Prep and Paint

Roofing 2007 $1,200 $1,200 $1,200 $1,200 $1,200 $6,000 X Tile Roof replaced in 2020/2021

Windows 2007] 510,000 $5,000 $5,000 5,000 $5,000 5,000 $25,000 X Unit operable windows show normal signs of

wear but no reported issues. Common Area
Exterior Metal Frame Windows have faded/worn
finishes. Some exterior metal
extrusions/mullions need replacement/repair

Doors 2007 $8,500 30,000 $8,500 8,500 $8,500 $64,000 X Common Area Exterior Metal Frame Doors and
have faded/worn finishes. Unit large door style
windows on first floor units have cracked seams
and are leaking. Unit other exterior doors in
fair condition showing normal wear but no
reported issues

Parapet, Fascia, Eaves 2007 52,400 $2,400 26,730 51,800 $1,800 $35,130 x Soffit/Facia/ Decorative wood supports should be
refinished/painted in the next 5 years. Added to
2025 to coincide with Stucco Refinishing for
efficiency

Gutters/Downspouts 2007 $4,000 $4,000 X Gutter and downspout sections are showing signs
of wear and leaking. Select gutter sections have
been complete with new custom 8 inch gutter
due to roof water runoff rate which is the new
site standard.

Sealants 2007 7,894 7,894 $7,894 7,894 $3,947 $35,525 X |Select sealants need to be redone around
windows and doors. Sealants around doors and
windows has been replaced in select locations.

Foundation/Structural 2007 S0 X No reported issues with foundation/building
structure

Lighting 2007 $2,700 2,700 X |Exterior Lighting is showing signs of wear with
rust and finish deterioration

Building Frame 2007 S0 X Staff reported that there are no known issues
with the building structure

Balconies and Patios 2007 $2,200 $2,200 $2,200 $2,200 $2,200 $11,000 X First unit patios in fair condition and
second/third floor balconies in fair condition.

Exterior stairs 2007 $0 X N/A

Pergola/Trellis 2007 S0 X Third floor units with trellises need to have

wood components replaced. Wood is missing,
electrical conduit is hanging unattached and
wood is deteriorating

[ Misc 2007 50

Subtotals $10,000 $32,294 $51,094 $725,120 $35,994 $28,047 $872,551

Common Area Finishes 2007 S0 X Elevator lobby refurbishment with corridors

Corridor Finishes 2007 S0 X Corridors in fair condition, with new custom
carpet in 2017/2018, doors, walls, ceiling, rails
and woodwork are in fair condition.

Resident Room Finishes 2007 S0 X N/A

Back of House Finishes 2007 $0 X N/A

[ Misc 2007 $10,000 $10,000 $10,000 $10,000 $10,000 $50,000 X Floor, wall and ceiling

[ Misc 2007 $0 X N/A

Subtotals S0 $10,000 $10,000 $10,000 $10,000 $10,000 $50,000

[Mechanical 2007 $0 X Misc

Roof Top i 2007 $0 X N/A

HVAC 2007 $24,000 $24,000 $24,000 $24,000 24,000 $120,000 X About 50% of in unit heat pumps have been
replaced. The remaining are original to the
building. Additional replacements are included
in the forecast

Piping Mechanical 2007 $3,000 $3,000 $3,000 $3,000 $3,000 $15,000 X Misc, normal maintenance and repair for heat
pump system copper piping

Electrical System 2007 $2,500 $2,500 $2,500 $2,500 $2,500 $12,500 X Misc, normal maintenance and repair for
electrical system

Lighting 2007 $2,750 $2,750 $2,750 $2,750 $2,750 $13,750 X N/A

Plumbing 2007 54,083 54,000 54,000 4,000 54,000 54,000 520,000 X In unit fixtures replaced with unit turnover

Valves 2007 $826 $2,400 $2,400 $2,400 $2,400 $2,400 $12,000 X Normal Maintenance, Shut off valve replacement

Low Voltage 2007 $0 X N/A

i (Built-in) 2007 $5,000 $5,000 X Laundry Equipment

Generator/EM Power 2007 S0 X N/A

Elevators 2007 $3,000 $3,000 $3,000 $3,000 $96,250 $108,250 X Elevator Finishes, Panel and Equipment are
original and the site has begun a refresh cycle to
upgrade finishes, panel and hydraulic pump
replacement. No code issues were reported

Fire Protection 2007 1,250 1,250 1,250 1,250 1,250 $6,250 X Normal Maintenance, no reported issues

Fire Alarm 2007 2,400 2,400 2,400 2,400 2,400 $12,000 x Normal Maintenance, no reported issues

Sprinklers and i 2007 $4,083 3,200 3,200 3,200 3,200 3,200 $16,000 X Normal Maintenance, no reported issues

[ Misc 2007 S0

[ Misc 2007 $1,200 $1,200 $1,200 $1,200 $1,200 $6,000 Pipe Insulation

Subtotals 8,993 549,700 $49,700 549,700 $49,700 $147,950 [ $346,750

Stoops/Pads 2007 0 X Covered in Site Section

Sidewalks/Paths 2007 0 X Covered in Site Section

Patios/Garden 2007 0 X Covered in Site Section

Accessibility 2007 $120 $120 X Covered in Site Section

Landscaping and Appurtenances 2007 0 X Covered in Site Section

Lighting 2007 0 X Covered in Site Section

Signage 2007 0 X Covered in Site Section

Fencing/Screening 2007 0 X Covered in Site Section

Drainage/Stormwater 2007 0 X Covered in Site Section

Paving, Curbing, Parking 2007 0 x Covered in Site Section

Utilities 2007 0 X Covered in Site Section

Ingress and Egress 2007 0 x Covered in Site Section

[ Misc 2007 0 Covered in Site Section

[ Misc 2007 0 Covered in Site Section

Subtotals $0 $0 $0 S0 $0 $120 $120

Building Total All Groups [ 518,993 ] [ $91,994 | $110,794 [ $784,820 | $95,694 | $186,117 [$1,269,421 | | | |

[Data per vear [2022 REF [ 2023] 2024] 2025] 2026] 2027]

Exterior 3.7% 5.9% 83.1% 4.1% 3.2%

Interior 20.0% 20.0% 20.0% 20.0% 20.0%

MEP/FPNT 14.3% 14.3% 14.3% 14.3% 42.7%

Grounds 0.0% 0.0% 0.0% 0.0% 100.0%

All Groups 7.2% 8.7% 61.8% 7.5% 14.7%
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Building Name Occupancy Classification | Construction Type Year Constructed Notes ARCH Consultants, ltd
SN/AL/MC CC/MF/CMU 2002 4-Jan-2023
Health Center Confidential
Edgemere [Number of Units [Number of Beds [Square footage [Notes Number of Stories |
Dallas, TX [196 [196 [157,986 | [3 plus below grade parking deck |
Year 2022 REF 2023 2024 2025 2026 2027 Totals
Good r g Comments

Exterior facade 2002 $2,500 $504,504 $4,900 $4,900 $4,900 $521,704 X Repair Cementus Stucco Cracking, Prep and
Paint, Repair Styrofoam Cast Window Sills, Prep
and Paint, Repair Styrofoam Cast Architectural
Detail, Prep and Paint

Roofing 2002 $556,875 $3,500 $3,500 $3,500 $3,500 $570,875 X [Tile Roof replaced in 2020/2021, flat roof is
nearing the end of its useful life. Regular
patching/replacements are included.

Windows 2002 $5,000 $5,000 $35,000 $5,000 $5,000 $55,000 X Unit operable windows show normal signs of
wear but no reported issues. Common Area
Exterior Metal Frame Windows have faded/worn
finishes.

Doors 2002 S0 X Exterior Metal Frame Doors and Windows need
prep and paint. Some exterior metal
extrusions/mullions need replacement/repair

Parapet, Fascia, Eaves 2002 54,000 4,000 4,000 54,000 4,000 $20,000 X Parapet metal cap replaced within past few
years, flashing to roof included in roofing

Gutters/Downspouts 2002 $1,200 $1,200 $1,200 $1,200 $1,200 56,000 X Gutter and Downspouts at the end of useful life
and needs replacement. Select gutter sections
have been complete.

Sealants 2002 58,411 $8,411 $8,411 58,411 $4,206 $37,850 X Select sealants need to be redone around
windowns and doors. Sealants around doors and
windows has been replaced in select locations.

Foundation/Structural 2002 S0 X No reported issues with foundation/building
structure

Lighting 2002 $2,000 $2,000 X Exterior Lighting is at the end of useful life and
needs replacement.

Building Frame 2002 S0 X Staff reported that there are no known issues
with the building structure

Balconies and Patios 2002 $0 X First unit patios in fair condition and
second/third floor balconies in good condition.

Exterior stairs 2002 $0 X N/A

[ Misc 2002 S0 X Third floor units with trellises need to have
tressises replaced. Wood is missing, electrical
conduit is hanging unattached and wood is
deteriorating

[ Misc 2002 S0

Subtotals S0 $579,986 $526,615 $57,011 $27,011 522,806 | $1,213,429

Common Area Finishes 2002 S0 X Elevator lobby refurbishment with corridors

Corridor Finishes 2002 $0 X Cooridors in good condition, with new carpet in
2017/2018, will need to be
painted/rewallpapered in 5+ years, doors and
floors in good condition

Resident Room Finishes 2002 $0 X N/A

Back of House Finishes 2002 S0 X N/A

Misc 2002 $10,000 $10,000 $10,000 $10,000 $10,000 550,000 x Floor, wall and ceiling

[ Misc 2002 $0 X N/A

Subtotals 50 510,000 10,000 10,000 510,000 10,000 $50,000

[Mechanical 2002 S0 X Misc

Roof Top Equipment 2002 1,200,000 $5,000 $5,000 $10,000 510,000 | $1,230,000 X R22 Rooftop Condenser Units are original and
need Replacement for Split System

HVAC 2002 $1,300,000 $3,000 $3,000 $5,000 $5,000 | $1,316,000 X Interior Units for SplitSystem are original to the
building and are R22 and need to be replaced

Piping Mechanical 2002 4,500 54,500 4,500 54,500 54,500 $22,500 X Misc, normal maintenance and repair for heat
pump system copper piping

Electrical System 2002 $2,000 $2,000 2,000 $2,000 $2,000 $10,000 X Misc, normal maintenance and repair for
electrical system

Lighting 2002 54,500 4,500 4,500 54,500 4,500 $22,500 X Exterior Wall lighting is rusted and deteriorating
and is at the end of its useful live

Plumbing 2002 54,083 56,000 6,000 6,000 56,000 6,000 530,000 X In unit fixtures replaced with unit turnover

Valves 2002 $826 $1,200 $1,200 $1,200 $1,200 $1,200 $6,000 X Normal Maintenance, Shut off valve replacement

Low Voltage 2002 $0 X N/A

i (Built-in) 2002 $10,000 $10,000 $10,000 $20,000 $25,000 $50,000 $115,000 X Replace Kitchen Equipment

Generator/EM Power 2002 S0 X N/A

Elevators 2002 $5,000 $5,000 $5,000 $192,500 $2,000 $209,500 X Elevator Finishes, Panel and Equipment are
original and the site has begun a refresh cycle to
upgrade finishes, panel and hydrolic pump
replacement. No code issues were reported

Fire Protection 2002 1,500 1,500 1,500 1,500 1,500 57,500 X Normal Maintenance, no reported issues

Fire Alarm 2002 2,600 2,600 2,600 2,600 2,600 $13,000 X Normal Maintenance, no reported issues

Sprinklers and Standpipes. 2002 54,083 3,400 3,400 3,400 3,400 3,400 517,000 X Normal Maintenance, no reported issues

[ Misc 2002 S0

Medical Alert System 2002 $196,000 $2,500 2,500 $2,500 $2,500 $206,000 x__ |Phillips Lifeline Medical Alert system nearing the
end of useful life with system experiencing
failures and replacement components no longer
being made

Subtotals 18,993 2,736,700 51,200 561,200 $260,700 $95,200 | $3,205,000

Stoops/Pads 2002 0 X Covered in Site Section

Sidewalks/Paths 2002 0 X Covered in Site Section

Patios/Garden 2002 0 X Covered in Site Section

Accessibility 2002 $250 $250 X Covered in Site Section

Landscaping and Appurtenances 2002 0 X Covered in Site Section

Lighting 2002 0 X Covered in Site Section

Signage 2002 0 X Covered in Site Section

Fencing/Screening 2002 0 X Covered in Site Section

Drainage/Stormwater 2002 0 X Covered in Site Section

Paving, Curbing, Parking 2002 0 x Covered in Site Section

Utilities 2002 0 X Covered in Site Section

Ingress and Egress 2002 0 X Covered in Site Section

[ Misc 2002 0 Covered in Site Section

[ Misc 2002 0 Covered in Site Section

Subtotals $0 $0 $0 $0 $0 $250 $250

Building Total All Groups [ 518,993 ] [$3,326,686 | $587,815 [ $128,211 | $297,711 | $128,256 [$4,468,679 | | | |

[Data per vear [2022 REF [ 2023] 2024] 2025] 2026] 2027]

Exterior 47.8% 43.4% 4.7% 22% 1.9%

Interior 20.0% 20.0% 20.0% 20.0% 20.0%

MEP/FPNT 85.4% 1.6% 1.9% 8.1% 3.0%

Grounds 0.0% 0.0% 0.0% 0.0% 100.0%

All Groups 74.4% 13.2% 2.9% 6.7% 2.9%
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Exhibit1 Page 31 of 64

CONFIDENTIAL INFORMATION

Building Name Occupancy Classification [Construction Type Year Constructed Notes ARCH Consultants, ltd
Structured Parking cc 2002 4-Jan-2023
Parking Garage Confidential
Edgemere [Number of Units [Number of Beds [Square footage [Notes Number of Stories
Dallas, TX [196,219 [ 1
Year 2022 REF 2023 2024 2025 2026 2027 Totals
Exterior Good Fair gl Comments
Exterior facade 2002 S0 Misc Repairs / Refinish
Roofing 2002 S0
'Windows 2002 N1 Replacement / Repairs
Doors 2002 S0
Parapet, Fascia, Eaves 2002 S0
Gutters/Downspouts 2002 S0
Sealants 2002 $0
Foundation/Structural 2002 S0
Lighting 2002 S0
Building Frame 2002 S0
Balconies and Patios 2002 $0
Exterior stairs 2002 $0
Misc 2002 $0
Misc 2002 $0
Subtotals S0 S0 50 50 S0 S0 $0
Interior Good Fair LI Comments
Common Area Finishes 2002 S0
Corridor Finishes 2002 $0
Resident Room Finishes 2002 S0
Back of House Finishes 2002 $0
Parking striping, crosswalk and painted curbs are
in good condition but will need to be redone in
Misc 2002 $6,300 $6,300 next 5-10 years
Door and Exhaust Fan Replacement in next 7-10
Misc 2002 $5,000 $5,000 $5,000 $5,000 $5,000 $25,000 years
Subtotals S0 $5,000 $5,000 $5,000 $5,000 $11,300 $31,300
Mechanical 2002 S0
Roof Top Equipment 2002 $0
HVAC 2002 S0 X
Piping Mechanical 2002 $0
Misc, normal maintenance and repair for
Electrical System 2002 $0 electrical system
Lighting 2002 $0
Plumbing 2002 $4,000 $4,000 $8,000 Drain Pipe Maintenance
Valves 2002 S0
Low Voltage 2002 NI
Equipment (Built-in) 2002 $36,000 $36,000 Sump Pump Replacement
Generator/EM Power 2002 S0
Elevators 2002 $0
Fire Protection 2002 NiJ
Fire Alarm 2002 S0
Sprinklers and Standpipes 2002 $0
Misc 2002 S0
Misc 2002 S0
Subtotals S0 $4,000 S0 S0 $40,000 S0 $44,000
Grounds Good Fair LIl Comments
Stoops/Pads 2002 S0
Sidewalks/Paths 2002 S0
Patios/Garden 2002 $0
Accessibility 2002 $0 S0
Landscaping and Appurtenances 2002 $0
Lighting 2002 S0
Signage 2002 $0
Fencing/Screening 2002 S0
Drainage/Stormwater 2002 $0
Paving, Curbing, Parking 2002 S0
Utilities 2002 $0
Ingress and Egress 2002 S0
Misc 2002 $0
Misc 2002 S0
Subtotals S0 S0 50 50 S0 S0 $0
Building Total All Groups [ $0] | $9,000 | $5,000 | $5,000 | $45,000 [ $11,300 [ 575,300 | | | |
Data per year [2022REF | | 2023] 2024 2025] 2026 2027]
Exterior 0.0% 0.0% 0.0% 0.0% 0.0%
Interior 16.0% 16.0% 16.0% 16.0% 36.1%
MEP/FPNT 9.1% 0.0% 0.0% 90.9% 0.0%
Grounds 0.0% 0.0% 0.0% 0.0% 0.0%
All Groups 12.0% 6.6% 6.6% 59.8% 15.0%
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CONFIDENTIAL INFORMATION

Building/Area Name
ReOcc/Refurb’'s

Exhibit 1 Page 32 of 64

Confidential

ARCH Consultants, ltd
4-Jan-2023

Edgemere
Dallas, TX

Year

2022 REF

2023

Unit Type

Reoccupancy

2024

2025

2026

2027

Totals

Comments

Assisted Living

Excluded from analysis

Skilled Nursing

Excluded from analysis

Memory Care

Excluded from analysis

Refurbishment

IL Light

Excluded from analysis

IL Heavy

Excluded from analysis

One Bedroom Turns

Excluded from analysis

Two Bedroom Turns

Excluded from analysis

o|o|o|o|o|o|o|o|o|o|o|o

[a] [a] (o] (o] (o] [o] (o] (o] (o] (o] (o] (=]

Subtotals

$0

$0

$0

$0

)
o

|Data per year

[2022 REF | |

2023]

2024]

2025]

2026]

2027]

Totals|

Unit Type

IL Light
IL Heavy
Total

#DIV/0!

12 21

#DIV/0!

21
24

#DIV/0!

21
24

#DIV/0!

21
24

#DIV/0!

21
24

#DIV/0!

30
198
228
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Exhibit1 Page 33 of 64 CONFIDENTIAL INFORMATION

Year
Building/Area Name Acres Impermeable Surfaces Constructed ARCH Consultants,

Site 2002 4-Jan-2023

Confidential Notes Notes Notes

Edgemere

Dallas, TX

Year 2022 REF 2023 2024 2025 2026 2027 Totals
Comments

Storm water / Sewer 2002 $2,500 $2,500 $2,500 $7,500 |Storm water from the buildings and
interior courtyards are drained into the
parking garage into large sump pit areas.
There are some drain connections that
have seperated from the downspouts
from what appears to be ground
settlement. Downspouts should be
reconnected and areas investigated for
further settlement issues.

Sanitary system 2002 $10,000 $10,000

Electrical Service 2002 $5,000 $5,000 |Utility Provided Transformers are in good
condition and no reported issues

Water Service 2002 $2,000 $2,000 $4,000

Gas Service 2002 $2,000 $2,000 |Gas Service for units is for units with
fireplaces only and otherwise supports
building operations for heating, laundry,

Jkitchen. etc.

Other Utilities 2002 $500 $500 $1,000

Roadways 2002 $0

Concrete Walkways/Paths 2002 $9,000 $9,000 $9,000 $9,000 $9,000 $45,000 |Concrete Sidewalkes are in generally
good condition. There are some repairs
that have been made to sections of the
sidewalk. Walkways have cracking and
spalling at 50-60% of expansion joints.
There is also sidewalk heaving at
locations by large established trees. Area
by loading dock has heaved upward of
two inches and should be addressed

Paver Areas $2,500 $2,500 $2,500 $2,500 $2,500 $12,500 |Relevel/replace pavers as they settle and
heave due to tree roots

Site lighting 2002 $5,000 $5,000 $25,000 $5,000 $5,000 $45,000 |Large light posts were replaced in 2021.
Smaller accent lighting is original 120V
and is near the end of its useful life.

IL Guest Parking/Entry Drive 2002 $10,000 $10,000 $217,429 $237,429 |Signs of stamped concrete pitting and
cracking. Sections have been previously
repaired. Brick accents are in good
condition will little wear or settling.

Health Center Guest Parking/Entry |2002 $3,000 $3,000 |Parking lot and drive in good condition

Previous patched sections overlap and
should be monitored for future issues.
Parking restriping will need to be done in
the next 5 vears

Pergolas 2002 $72,000 $72,000 $72,000 $144,000 |There are several pergolas thoughout the
site. Some are made from cedar, a
combination of cedar and metal and a
combination of cedar and metal with
|stone column enclosures.
Fencing/Screening 2002 $97,500 $5,000 $102,500 |Fence paint flaking with rust showing
through. Sections of fence have rusted
through at post connection and need to
be repaired/replaced. This is particularly
prevelent at the high retaining wall
section behind building 9.

Retaining 2002 $20,000 $50,000 $50,000 $50,000 $30,000 $10,000 $190,000 |Retaining walls show areas of previous
repair, cracking and deterioration of
mortar. Some previous repairs have
began splitting apart again. This is
particularly prevelent at two story
retaining walls.

Stairs/Rails 2002 $2,500 $2,500 $5,000 |Stairs have signs of wear and cracking.
Stair rails have flaking paint and signs of
rust. Some rails have started rusting
through at connection to concrete.

Landscaping 2002 $79,967 $10,000 $10,000 $10,000 $10,000 $10,000 $50,000 |Landscaping is in good condition
Edgemere plans to undertake a $680K
investment to bring the grounds back up
to previous award winning levels over
several years. There are signs of site
settlement and ground pitching back
toward buildings in select locations that
should be addressed

Signage 2002 $10,000 $10,000 |Signage is in good condition but will need
periodic maintenance over the next 5
vears

Water Fountains 2002 $25,000 $1,200 $1,200 $27,400

Water Feature/Pond 2002 $15,000 $5,000 $5,000 $25,000

Paving & Curbing 2002 $5,000 $5,000 |Curbs are in generally good condition.

Painted sections will need to be redone in
next 3-5 years in East Commons Guest
lot, included in Striping

Parking/Stripin: 2002 $1,000 $5,000 $6,000 |Striping. Crosswalk and curb painting are
9 9

in fair condition and will need to be
redone in next 2-5 years at loading dock

Exterior Fountains 2002 $10,000 $10,000 $20,000 |Fountains are in overall fair condition but
will require maintenance and upkeep.
Some fountains in the retaining walls
show signs of water seepage and not all
\water spouts are in working order.

Bench Replacement 2002 $0
Subtotals $171,967 $239,000 | $161,700 | $327,929 | $155,200 $73,500 $957,329
Data per year, | [2022REF | | 2023] 2024] 2025] 2026] 2027] Totals|
Site 25.0% 16.9% 34.3% 16.2% 7.7% 100.0%
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2. Site Visit Photographs
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Edgemere
Facility Assessment Report
Appendix 2

East Commons — Drive East Commons — Canopy Column cladding

East Common — Parking Canopy East Commons - Exterior

East Commons — Tile Roof East Commons — Fagade
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Edgemere
Facility Assessment Report
Appendix 2

East Commons — Interior Entry

East Commons — Performing Arts Center East Commons — Performing Arts Center Ceiling

East Commons — Corridor East Commons — Main Entry
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Edgemere
Facility Assessment Report
Appendix 2

West Commons - Exterior West Commons - Exterior

West Commons - Exterior West Commons - Exterior

West Commons - Exterior West Commons — Pool Roof and Skylight
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Edgemere
Facility Assessment Report
Appendix 2

West Commons — Gutter and Parapit West Commons — Exterior Facade Cracking

West Commons — Flat Roof

West Commons — Flat Roof West Commons — Air Handler
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Edgemere
Facility Assessment Report
Appendix 2

i, i ]
West Commons — Built in Refrigerator and Freezer Compressors

i

A

mmons — Greenhouse Roof

West Co

West Commons — Greenhouse Air Handler

West Commons — Greenhouse Air Handler West Commons — Greenhouse Interior
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Edgemere
Facility Assessment Report
Appendix 2
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Edgemere
Facility Assessment Report
Appendix 2

f
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/

N A r

West Commons — Interior — Upper Dining Servery West Commons — Interior — Corridor

BAY000121



Case 22-30659-mvi11l Doc 1227-1 Filed 02/16/23 Entered 02/16/23 22:30:08 Desc
Exhibit 1 Page 42 of 64 CONFIDENTIAL INFORMATION

Edgemere
Facility Assessment Report
Appendix 2

West Commons — Interior — Kitbhe

West Commons — Interior — Bar West Commons — Interior — Lower Dining BAY0001 22
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Edgemere
Facility Assessment Report
Appendix 2

West Commons — Interior — Party Room

West Commons — Interior — Wine Room West Commons — Interior — Exercise Room
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Edgemere
Facility Assessment Report
Appendix 2
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West Cdmmons — Interior — Locker Room

West Commons — Interior — Pool
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West Commons — Interior — Main Stairway Fountain
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West Commons — Interior — Main Stairway Fountain West Commons — Interior — M@\ eyoM 24 toin
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Edgemere
Facility Assessment Report
Appendix 2

West Commons — Interior — Main Stairway

West Commons — Interior — Main Stairway West Commons — Interior — Main Stairway,
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Edgemere
Facility Assessment Report
Appendix 2

West Commons — Interior — Elevator Machine Room

West Commons — Interior — Elevator Machine Room West Commons — Interior — Electrical Room ATS

RNERY

West Commons — Interior — Electrical Room ATS West Commons — Interior — IBANECQBONE S



Case 22-30659-mvi11l Doc 1227-1 Filed 02/16/23 Entered 02/16/23 22:30:08 Desc
Exhibit 1 Page 47 of 64 CONFIDENTIAL INFORMATION

Edgemere
Facility Assessment Report
Appendix 2

oo

West Commons — Generator

West Commons — Interior — Fire Pump Room West Commons — Interior — BANQOCP27
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Edgemere
Facility Assessment Report
Appendix 2

Site — Water Feature Site — Walkway

Site — Retaining Wall Site - Retaining Wall
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Edgemere
Facility Assessment Report
Appendix 2

Site — Main Drive Site — Main Drive

Site — Pergola Site — Landscaping and Walkway
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Edgemere
Facility Assessment Report
Appendix 2

Unit — Non Renovated — Living Room

Unit — Non Renovated — Bedroom

Unit — Non Renovated — Kitchen

Unit — Non Renovated — Bathroom Unit — Non Renovated — Bathroom
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Edgemere
Facility Assessment Report
Appendix 2

Unit — Model Unit — Living Room
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Unit — Model Unit — Kitchen

Unit — Model Unit — Bedroom Unit — Model Unit — Bathroom BAY000131
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Edgemere — Property Conditions Assessment Page 16
ARCH Consultants, Itd. January 4, 2023
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IL/AL/SNF/MC Building

Site Plan:
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IL/AL/SNF/MC Building

Ground Level Plan:
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IL/AL/SNF/MC Building

2nd Level Plan:
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IL/AL/SNF/MC Building

3rd Level Plan:

BAY000136



Case 22-30659-mvi11l Doc 1227-1 Filed 02/16/23 Entered 02/16/23 22:30:08 Desc
Exhibit 1 Page 57 of 64 CONFIDENTIAL INFORMATION

IL/AL/SNF/MC Building

4th evel Plan:
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Roof Plan:
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IL/AL/SNF/MC Building

Overall Additions Plan:
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Phase Il IL First Level Floor Plan :
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IL/AL/SNF/MC Building

Phase Il IL Second Level Floor Plan :
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Phase Il IL Third Level Floor Plan:
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IL/AL/SNF/MC Building

Phase Il IL Roof Plan:
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Exhibit 3
(with exhibits 3-A, 3-B, 3-C, 3-D)

Amended Declaration of Daniel Polsky, dated , with
Exhibits A-D (WILL BE FILED UNDER SEAL)

Original Declaration of Daniel Polsky, dated February 14, 2023, is
available as Exhibit A to Dkt. No. 1203 (SEALED)
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JACKSON WALKER LLP LEVENFELD PEARLSTEIN, LLC

Michael S. Held (State Bar No. 09388150) Eileen M. Sethna, Esq. (admitted pro hac vice)
Jennifer F. Wertz (State Bar No. 24072822) Harold D. Israel, Esq. (admitted pro hac vice)

J. Machir Stull (State Bar No. 24070697) Elizabeth B. Vandesteeg, Esq. (admitted pro hac vice)
2323 Ross Ave., Suite 600 120 S. Riverside Plaza, Ste. 1800

Dallas, Texas 75201 Chicago, Illinois 60606

Telephone: (214) 953-6000 Telephone: (312) 346-8380

Facsimile: (214) 953-5822 Facsimile: (312) 346-8634

Counsel for Intercity Investment Properties, Inc. Counsel for Intercity Investment Properties, Inc.

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION

)
In re: ) Chapter 11

)
NORTHWEST SENIOR HOUSING ) Case No. 22-30659 (MVL)
CORPORATION, et al.! )

) (Jointly Administered)

Debtors. )
)

DECLARATION OF NICHOLAS P. HANNON IN SUPPORT OF INTERCITY
INVESTMENT PROPERTIES, INC.’S OBJECTION TO: (I) TRUSTEE AND DIP
LENDER’S MOTION FOR ENTRY OF AN ORDER AUTHORIZING AND
APPROVING THE STALKING HORSE ASSET PURCHASE AGREEMENT; AND
(II) THIRD AMENDED PLAN OF REORGANIZATION OF THE PLAN
SPONSORS DATED DECEMBER 19, 2022

I, Nicholas P. Hannon, hereby declare under 28 U.S.C. § 1764, as follows:

1. I make this declaration in support of Intercity Investment Properties, Inc.’s
Objection to: (I) Trustee and DIP Lender’s Motion for Entry of an Order Authorizing and
Approving the Stalking Horse Asset Purchase Agreement; and (II) Plan Sponsors Third Amended

Plan of Reorganization Dated December 19, 2022 (the “Objection™).

1" The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification

number, are Northwest Senior Housing Corporation (1278) (the “Edgemere”) and Senior Quality Lifestyles
Corporation (2669) (“SQLC”). The Debtors’ mailing address is 8523 Thackery Street, Dallas, Texas 75225.
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2. Unless stated otherwise, the information contained in this Declaration is of my own
personal knowledge or from the business records of Intercity Investment Properties, Inc.
(“Intercity,” or the “Landlord”) maintained in the ordinary course of its business, as well as
information derived from reviews of such documents performed by me or at my direction and
supervision.

3. I am the Executive Vice President of Intercity, a family owned real estate asset
investment and management company based in Dallas, Texas. I have served in my role as
Executive Vice President of Intercity since 2012. I have approximately fifty years of experience
in the commercial real estate industry. Prior to joining Intercity, I held similar roles with
commercial real estate asset management and development companies. For example, from 2006-
12, I was the Senior Vice President-Asset Management, Leasing, Development for Territory, Inc.,
a retail shopping center development, management, and brokerage company. Prior to that, [ was a
Vice President-Development for Montecito Companies, a real estate holdings company that
transitioned to merchant building projects for portfolio sales.

4. Other relevant prior roles I have held include serving as Senior Vice President-
Asset Management for NCS Commercial, Atlanta, GA a commercial real estate brokerage and
consulting firm (1996-2003); Managing Director-Asset Manager for Cornerstone Realty Advisers,
a major life insurance provider with significant REO holdings throughout the United States (1994-
96); and Vice President-Asset Manager for Mutual of New York, another major life insurance
provider with significant REO holdings (1992-94) among others.

5. In my role as Intercity’s Executive Vice President, I oversee and participate in
negotiating commercial and ground leases for Intercity properties with prospective tenants, and

oversee management of Intercity’s portfolio of properties, human resources, accounting, among
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other management functions. For Intercity’s leased properties, I oversee and manage lease
improvements, lease enforcement and compliance, and insurance review, among other
responsibilities.

6. As its Executive Vice President, I am one of the custodians of Intercity’s books,
records, and files relating to the use and occupancy of leased properties, including those relevant
to the Lease? for the Edgemere. I am also personally familiar with the Edgemere property.

A. History of the Lease

7. The real property where the Debtor operates its continuing care retirement
community business under the name “Edgemere” is an approximately 1-million square foot
property situated on a 16.25-acre campus in Dallas’s Highland Park neighborhood. Prior to the
construction of the Edgemere, the property at which the Edgemere was constructed had been
developed as multi-family residential buildings.

8. In the spring of 1997, Intercity was approached by Greystone Communities, Inc.
(“Greystone™), a member in a joint venture known as “Northwest Lifecare Joint Venture,”
(“NLJV”) proposing to demolish the existing apartment buildings at the now-site of the Edgemere
and develop the land into a senior living community. Intercity and NLJV ultimately entered into
non-binding letter of intent dated June 9, 1997 (attached here as Exhibit A) and subsequently then
entered into a Ground Lease Option Agreement dated September 9, 1997 (the “Option
Agreement”) (attached here as Exhibit B).

9. The Option Agreement was specifically conditioned upon the optionee procuring

$110 million in municipal bond financing, and in addition thereto, demonstrable evidence that

2 (Capitalized terms not defined in this Declaration bear the meanings given to them in the Objection.
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Greystone had significant and successful experience and success in raising debt, constructing a
community, and managing communities in other cities.

10. On May 20, 1999, NLJV assigned the Option Agreement to debtor Northwest
Senior Housing Corporation (“Debtor”). A copy of the assignment agreement is attached here as
Exhibit C. There was a further amendment to the ground lease option agreement, dated October
1, 1999, attached hereto as Exhibit D. Thereafter, upon resolution of remaining conditions, the
Debtor exercised its ground lease option under the Option Agreement on November 5, 1999.

11. Thereafter in November 1999, Intercity and the Debtor entered into the Lease, for
a term of 55 years, under which Intercity is landlord and the Debtor is tenant. A copy of the Lease
is attached here as Exhibit E. Prerequisites to enter into the Lease included the following, as
referenced in previously-produced documents:

a. $3.0 million in equity capital (ICI 0000025);

b. Completion of $118.080 million in bond financing that included public reporting
requirements (id.; ICI1 000632);

c. References (ICI 0003756); and
d. Prior years audited financial statements (/d.).

B. Intercity’s Ordinary Course of Business Dealings with Prospective Tenants and
Lease Assignees

12.  In the ordinary course of its business, Intercity negotiates the terms of leases (or
proposed lease assignments) for its properties with prospective tenants and assignees, and during
such negotiations seeks to minimize its own risk exposure if a prospective tenant enters into a lease
with Intercity and is later unable (or unwilling) to perform its monetary and nonmonetary
obligations under that lease.

13.  As part of this negotiation process, Intercity conducts due diligence on its

prospective tenants to understand their financial and operational ability to perform under a
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proposed lease, including an assessment of the prospective tenant’s creditworthiness. In the event
that Intercity’s due diligence produces concerns regarding a tenant’s financial ability to perform
under a lease, Intercity ordinarily requires that the prospective tenant offer credit enhancements to
mitigate potential risks to Intercity as a landlord. Common examples of credit enhancements
required by Intercity include increased security deposits; irrevocable letters of credit; and third-
party guaranties, and in some instances a combination of two or more credit enhancements are
required.

14. One example of a case in which due diligence produces concerns regarding a
prospective tenant’s or assignee’s financial ability to perform is when the prospective tenant is a
newly-formed entity, formed for the purpose of acquiring property; particularly for a property
requiring significant capital expenditure investments. In a case like this, Intercity would typically
require at least one, if not multiple, credit enhancements, including requiring the tenant entity make
a security deposit commensurate with the credit evaluation of the tenant; require a continuing
guaranty from an adequately-financed parent, affiliate, or principal of the prospective tenant; or an
irrevocable letter of credit for Intercity’s benefit to cover tenant’s lease obligation over the term of
the lease.

15. In the case of the Edgemere, such credit enhancements are not only appropriate in
my experience and opinion, but they are also absolutely necessary to ensure that the Purchaser can
provide adequate assurance of future performance under the Lease, particularly because the
Purchaser is a newly-formed entity seeking to acquire a distressed asset that requires significant

repairs and maintenance and other capital expenditure investments now and in the future.
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C. Edgemere Property Condition Issues and the Purchaser’s Adequate Assurance
Proposal

16. With respect to the Edgemere, Intercity is aware—after an inspection of the
Edgemere premises conducted by Terracon, resulting in an inspection report dated January 6, 2023

(the “Terracon Report™) (a copy of which is attached here as Exhibit F), and upon review of an

October 15, 2021, Facility Assessment Report (the “Plante Moran Report™) (a copy of which is

attached here as Exhibit G) prepared by Plante Moran—that the Property has not been maintained
in good condition as required under the Lease,? and the Property requires a significant financial
commitment to investigate systems at the Edgemere, make necessary immediate repairs,
replacements, and remediation of failed and failing systems, structures, and surfaces.

17. On December 16, 2022, I received a copy of a 3-page letter, with 7 pages of

attachments, from Bay 9 Holdings LLC (the “Purchaser”) (the “Adequate Assurance Letter”),

purporting to provide evidence of adequate assurance of future performance by the Purchaser
under the Lease, as I understand is required under the Bankruptcy Code. A copy of the Adequate
Assurance Letter is attached here as Exhibit H.

18. The Adequate Assurance Letter contains stale financial commitments from Lapis
Advisers, LP, who is purportedly Purchaser’s sponsor or parent, as well as vague and non-
committal information relative to the narrative of the Purchaser’s intent to purchase the Property
and identifying The Long Hill Company (“Long Hill”) as proposed operator of the Debtor’s
business at the Property, and offers no viable plan to go forward and operate the Property.

19. On January 6, 2023, the Purchaser provided additional information to Intercity,

including projections offered by The Long Hill Company (“Long Hill”’). I am not aware of any

3 See Intercity Investment Properties, Inc.’s Amended Statement of Cure Claims with Respect to Existing Defaults
Under Lease Pursuant to 11 U.S.C. § 365(b)(1)(A) (Dkt. 1023).
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firm commitment by Long Hill to invest any money into the immediate- and near-term needs to
repair the condition, order, and safety of the Property. Nor is the Purchaser offering any credit
enhancements necessary for a lease assignment for a property (and business) in distress such as
the Edgemere’s where the proposed purchaser is a newly-formed entity with no financial history
or standalone creditworthiness. In contrast, Debtor had at least $3.0 million in available equity
capital, as well as substantial bond financing, at the inception of the Lease.

20. Additionally, the financial projections forecasted by Long Hill are highly
aggressive in their assumptions that the Debtor’s operation at the Edgemere will not sustain
significant attrition in labor and occupancies when it is being converted from a refundable entrance
fee deposit CCRC business model to a monthly rental senior living facility business model.
Nevertheless, the financial projections assume that the Purchaser’s business at the Edgemere will
generate positive cash flow on day one, without any firm commitment or evidence of
creditworthiness, or the ability to borrow money to shore up unforeseen—and likely—financial
modeling deficits and cash shortfalls.

21. In short, Intercity requires more assurance that the Purchaser will generate
sufficient cash flow to perform Lease obligations over the balance of the 31 years left on the Lease
until 2054, including but not limited to the ability to: (i) pay annual rent adjustments and real estate
taxes; and (il) maintain the physical condition of the Property in good repair to keep it in
compliance with the Lease; and (iii) to comply with all other requirements of the Lease.

22. Based on the scant information provided in support of the Purchaser’s assertion that
it has provided adequate assurance of future performance under the Lease, and based on what
Intercity does know about the Purchaser and its projections for its business, Intercity should be

provided credit enhancements, in the form of at least the following: (a) an irrevocable letter of
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credit for Intercity’s benefit of no less than a range of one to two years of rent; (b) a continuing
guaranty of the Purchaser’s parent or other third party with demonstrable, committed liquidity to
perform all obligations under the Lease; and (c) a rent escrow including a minimum of not less
than one (1) year of rent payments to remain in a state of constant replenishment. Even if the
Purchaser were to provide these credit enhancements to Intercity in connection with the assignment
of the Lease, I believe there remains a substantial question as to whether, outside of a bankruptcy
proceeding, Intercity would agree to an assignment of the Lease on such terms in the ordinary
course of its business.

23. Given the foregoing, the Purchaser’s proposed showing of adequate assurance of
future performance would not be sufficient in a non-bankruptcy setting to assure the Landlord that
Purchaser could perform under the lease. Additional security is required as neither Purchaser nor
its equity sponsor has: (i) Greystone’s experience in the senior living space, (i) the committed
equity capital (as increased to, at a minimum, reflect 2023 dollars), (ii1) the committed debt capital,
and (iv) the quality of its references compared to Greystone. Greystone was also going to be
replacing the existing apartment buildings with a newly constructed updated campus of
improvements, all of which would immediately belong to Intercity. As presented, however, the
Purchaser has not provided Intercity with adequate assurance of its future performance under the
Lease (including, but limited to, its ability to properly maintain those improvements), and as such,
the Plan, as currently proposed, should not be confirmed and assignment of the Lease should not

be approved.
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I certify under penalty of perjury in accordance with 28 U.S.C. § 1746 that to the best of my

knowledge and after reasonable inquiry, the foregoing is true and correct.

Date: _February 14, 2023 /s/ %’ d %—-—-—"‘Tfﬁ_““

Nicholas P. Hannon
Executive Vice President
Intercity Investment Properties, Inc.
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NORTHWEST LIFECARE JOINT VENTURE
222 W. Las Colinas Blvd.
Suite 2100
Irving, Texas 75039
(972) 402-3700

June 9, 1997

Intercity Investments, Inc.
4301 Westside Drive
Dallas, Texas 75209

ATTN: Mr. Jordan

RE: The western 16.25 acres of Lot 7/5464, Preston Village Apartments,
Northwest Highway and Thackery, Dallas, Texas
(the "Site") as more specifically described on Exhibit A

Dear Mr. Jordan:

This letter constitutes a non-binding letter of intent concerning creation of a three year
option agreement (the "Option Agreement") pertaining to the creation of a fifty-five (55) year
ground lease of the Site. Both parties mutually agree to negotiate in good faith to achieve
the objectives set forth herein. We recognize that this letter of intent cannot possibly contain
all of the material terms with respect to the contemplated transactions. Neither party shall be
bound until definitive agreements are signed by both parties.

We intend to develop the Site as a first class three story retirement center (the
"Project").

1. Developer and Ultimate Ground Lessee

Northwest Lifecare Joint Venture (the "JV") intends to ground lease the Site. The JV
is comprised of Greystone Communities, Inc. ("Greystone"), Michael B. Lanahan,
President, and Northwest Lifecare Associates, Ltd., Alan T. Gregory, general
partner. Prior to, or upon closing of, the Bond Financing (see section 3) the JV will
convey its rights as ground lessee under the Ground Lease to a not-for-profit tax-
exempt corporation (the "NFP Corp.") which will own and operate the Project, as
hereinafter described. Greystone and Northwest Lifecare Associates, Ltd. will
contract with the NFP Corp. for development, management and financial services and
such services shall not be assigned to unrelated third parties.

Confidential |IC1 0000023
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2. The Project

The Project will consist of a residential component containing approximately 220
independent living units (the "Independent Living Center"), an assisted living center
consisting of approximately 77 assisted living units (the "Assisted Living Center"), a
health center consisting of approximately 60 skilled nursing beds (the "Health
Center") and an approximately 25,000 square foot Commons Building. The foregoing
unit projections are working estimates and may increase or decrease depending upon,
among other things, final architectural requirements and final City of Dallas Planning
and Zoning approvals. The procurement of such approvals shall be the responsibility
of Greystone as the project developer, however, Intercity will provide reasonable
access to the Site, and requisite authority, in connection with the performance of such
pre-development activities.

The project will be operated on a "life care” concept, which recognizes that the needs
of elderly residents vary along a continuum from independent living to increasing
health care needs. A range of living options will be available to address the physical,
social, psychological and emotional needs of residents. Levels of care to be provided
will reflect the varying levels of intensity of care needed to meet changing needs of
the residents. All applications for residency will be considered equally without regard
to an individual’s marital status, race, sex, creed or national origin. The Project will
be designed to meet all applicable building codes, State of Texas health and safety
codes, as well as The Fair Housing Act of 1988 and The Americans with Disabilities
Act. In addition, the Project will be designed to incorporate many "senior friendly”
features including, but not limited to, lever hardwate, emergency alert systems,
special bathing facilities and front control appliances.

3. The Option Agreement

The parties shall negotiate the terms and provisions of the Option Agreement, and
execute same, within ninety (90) days from the date of this letter agreement. The
Option Agreement shall include:

a. The lease agreement (the "Ground Lease") containing the material terms set
forth in paragraph 5 hereof shall be negotiated as to form and attached as an
exhibit to the Option Agreement.

b. An option payment of $100,000 shall be paid upon execution of the Option
Agreement.

c. The initial term of the Option Agreement shall be six (6) months. The JV
may extend the term of the Option Agreement for five (5) additional six (6)
month terms provided that the JV shall be required to pay additional option
payments of $100,000 each, prior to the commencement of any extension.

Confidential ICl 0000024
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4, Site Evaluation, Pre-Sale and Bond Financing

To facilitate the development the JV will undertake the following activities during the
term of the Option Agreement:

a. Underwrite approximately $3 million in equity capital required for
development of the Project within ninety (90) days followmg execution of the
Option Agreement,

b. The Bond Financing will be completed prior to exercise of the option set forth
in the Option Agreement.

c. Either before, or, upon exercise of the option the tenant under the Ground
Lease shall become the NFP Corp.

d. The JV shall pay $25,000 upon execution of this letter of intent, which shall
be applied to the consideration due under the Option Agreement or which is
refundable if the parties fail to execute a mutually agreeable Option
Agreement.

5. The Ground Lease

As you know, we would prefer the outright purchase of the Site, however, we
understand that your circumstances dictate that a Ground Lease instead be initially
utilized. Rent shall initially equal $1,200,000 (the "Initial Rent"). The Initial Rent
shall apply through six (6) months after issuance of the Certificate of Occupancy or
similar instrument not to exceed a total of thirty (30) months after commencement of
the Ground Lease at which time Rent shall escalate to $1,600,000. Rent shall
escalate to $2,000,000 thirteen (13} months after issuance of the Certificate of
Occupancy not to exceed a total of thirty-seven (37) months after commencement of
the Ground Lease. At the commencement date of the Ground Lease the rent
(51,200,000, $1,600,000 and $2,000,000 as the case may be) shall be adjusted
upward based upon the percentage change in the Consumer Price Index (or the
generally accepted inflation index at that time) since the date of the Option
Agreement; not to exceed five percent (5%) per year. Once the rent stabilizes and
achieves the $2,000,000 level, then, rent shall be adjusted annually for the remainder
of the lease term, based upon the percentage change in the Consumer Price Index
since the last adjustment, not to exceed five percent (5%) per year.

The Ground Lease will provide that no demolition or construction shall occur at the
Site until the Bond Financing has closed and the NFP Corp. has assumed the Ground
Lease. The Ground Lease will provide that a real estate commission will be paid by
the lessee under the Ground Lease, the terms of which will be negotiated under
separate agreement between the lessee and David Stephen Donosky, as broker.

Confidential ICl 0000025
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6. Miscellaneous

The parties agree that no other broker, except David Stephen Donosky, has been
engaged in connection with this transaction.

7. Mutual agreement not to seek alternatives

Upon execution of this letter of intent, the JV will not pursue alternative sites or
locations for the Project, and Intercity Investment Properties, Inc. will not meet or
negotiate with prospective purchasers or tenants of the Site, until the Ground Lease is
either successfully negotiated or it is mutually determined that the Ground Lease
cannot be successfully negotiated. The limitation set forth in this paragraph 6 shall
expire ninety (90) days from execution of this letter agreement unless the Ground
Lease has been executed.

3. Use Restriction

The Project shall be solely used as retirement housing or as a senior living
community.

9. Agreements regarding the eastern portion of Lot 7/5464

Intercity Investment Properties, Inc. will grant a right of first refusal to the JV with
respect to any sale or lease of the approximately 9 acres of Lot 7/5464 that is not
leased pursuant to this Agreement. Additionally, Intercity Investment Properties, Inc.
agrees that no project solely used as a retirement housing or senior living facility will
be permitted on the non-leased portion of Lot 7/5464.

10. Conclusion

We believe the Site is sitnated in one of the strongest markets we have seen for a
quality, full-service senior living project. As a result, our proposed use for the Site
will result in the highest return to Intercity Investment Properties, Inc. in the shortest
period of time. It goes without saying that the bond financing will result in massive
improvements to the Site. We believe that this proposal merits your approval. We
stand ready to respond to any information requests that you deem necessary in order
to complete your review and, we are prepared to negotiate a definitive agreement
whenever you are ready. We request that you respond to our proposal at the earliest
possible date given the competitive nature of the Dallas market.

Thank you for your continued consideration of this proposal. If you have any

questions or comments, please do not hesitate to contact Alan T. Gregory at (214) 526-2842
or Michael B. Lanahan at (972) 402-3706.

Confidential ICl 0000026
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NORTHWEST LIFECARE JOINT VENTURE

4£u/4!-‘—{ é
Michael B. Lanahan /

By:

INTERCITY INVESTMENT PROPERTIES, INC.

By: 4’;?2”42 Nt 4.
Edwin B. Jordan, Jr., President

Confidential IC| 0000027
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EXHIBIT A

As indicated on the attached by outlining and cross-hatching, the property presently known as
the Preston Village Apartments (the "Property") on 16.25 acres on the western end of the
property containing approximately 707,850 square feet of land bounded by Northwest
Highway on the south, Edgemere Road on the west, Thackery on the east and Bandera
Avenue on the north in Dallas, Texas.

83853 01086 CRRIGHTS 22789

Confidential ICl 0000028
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GR_JUND LEASE OPTION AGREEME!

THIS GROUND LEASE OPTION AGREEMENT ("Agreement") is executed as of the
latter of the two dates set above the respective signature lines of the parties ("Execution Date")
and is entered into as of September 9, 1997 ("Effective Date") by and between Intercity
Investment Properties, Inc., a Texas corporation ("Owner") and Northwest Lifecare Joint
Venture, a Texas joint venture, or its permitted assigns ("Optionee"), upon the terms and
provisions set forth herein.

Recitals

Owner owns the real property described in Exhibit "A" attached hereto and
incorporated herein for all purposes ("Land"), containing approximately 16.25 acres, and the
improvements ("Improvements") generally described as a portion of the Preston Village
Apartments, which include approximately 311 units of the apartment complex, which portion
of the Preston Village Apartments is located on the western end of the block bounded by
Northwest Highway, Thackery Road, Edgemere Road and Bandera Avenue in Dallas, Dallas
County, Texas (which, together with the Land and certain appurtenances, and, if abandonment
is successful and title acquired to the alleyways within the above described area and part of
Beauregard Drive, the portion thereof abandoned by the City of Dallas and acquired by
Owner, are together herein referred to as the "Property").

The Property is an apartment complex leased to individual tenants {each a "Tenant" and
collectively, the - "Tenants") under lease and rental agreements ("Existing Occupancy
Agreements").

Optionee desires to undertake the development, design, marketing and pre-construction
of a first-class residential lifecare retirement community containing approximately 220
independent living units, 77 assisted living units, and 60 skilled nursing care beds- ("Project")
on the land and, in that regard, intends to underwrite approximately Three Million Dollars
($3,000,000) in pre-construction development, design, marketing and other costs. The
Optionee will obtain all necessary development approvals and obtain and close bond financing
("Bond Financing") for the development, construction, ownership and operation of the Project.

Owner and Optionee desire to enter into this Agreement for the purpose of granting to: _
the Optionee an exclusive option ("Option") to lease the Property under certain terms and
conditions, which Option will last for a period of up to thirty-six (36) months prior to the
commencement of the Lease itself, and during which time period the Optionee will be able to
pursue the design, marketing, underwriting and other activities necessary to prepare for the
construction of the Project.

IT IS, THEREFORE, AGREED AS FOLLOWS:
I.
Grant of Option and Initial Term.
1.1.  Owner herewith grants to Optionee an exclusive option to lease the Property on

the terms and conditions set out in the ground lease ("Lease"), a copy of which is attached
hereto as Exhibit "B" and incorporated herein by reference for all purposes.

-1-



Case 22-30659-mvi11l Doc 1202-% Filed 02/18/23 Entered 02/18/23 28:28:68 Desc
Exlikhibit 528t Pafade8 s 92

1.2.  The Initial Te..a of this Option shall be six (6) mowhs commencing on the
Effective Date.

II.
Price of Option and Extension of Term.

2.1.  Prior to the date of this Agreement, Optionee has delivered to Owner payments
in the amount of Fifty Thousand Dollars ($50,000.00) and contemporaneously with the
execution hereof, Optionee is delivering to Owner an additional payment in the amount of Fifty
Thousand Dollars ($50,000.00) for an aggregate initial payment to Owner in the amount of
One Hundred Thousand Dollars ($100,000.00) ("Initial Option Consideration"). By executing
this Agreement, the Owner acknowledges the receipt of the said Initial Option Consideration.
Optionee agrees that the Initial Option Consideration shall be non-refundable and therefore
may be retained by Owner, and no part of same shall be applied or credited to the Optionee for
any purpose other than as consideration for the grant of the Option for its initial term.

2.2. Optionee shall have the right to extend the term of the Option for no more than
five (5) successive six-month periods ("Extension Right") providing, prior to the expiration of
the existing term: (i) Optionee pays additional option consideration ("Additional Option
Consideration") of One Hundred Thousand Dollars ($100,000.00) per each such extension to
the Owner; and (ii) Optionee gives written notice of its election to extend the term of the
Option for such six-month period, each of such notices to be sent by Optionee to Owner.

2.3.  The initial term of the Option and the Extension Rights set forth above give the
ability to the Optionee to have and extend the Option granted under this Agreement for a time
that may span thirty-six (36) months from the Effective Date to the expiration of the Option.
In no event, without the prior additional written consent of the Owner, shall the Option be
extended beyond said thirty-six (36) months. If the Optionee fails to pay the Additional Option
Consideration or fails to deliver written notice of its election to extend the term, then the
existing term of the Option shall terminate automatically at the end of the then six-month
option term without further notice and without action on the part of the Owner.

I11.
Owner's Current Representations.
Owner represents, to the best of its knowledge and belief, to Optionee the following:

a. Owner has the full right, power and authority to lease the Property to Optionee
and to perform all of its obligations as provided in this Agreement without the joinder or
consent of any other party and the party or parties executing this Agreement on behalf of the
Owner has or have been duly authorized and empowered to bind Owner to this Agreement.

b. Owner is not a "foreign person" within the meaning of the Internal Revenue
Code.

c. Other than Owner, the rights of the Optionee under this Agreement and the
rights of the Tenants under the Existing Occupancy Agreements, no person, firm or entity has
any right, title, interest or estate in any of the Property or has any right or option to lease,
possess, occupy or acquire fee title to the Property or any part thereof, provided, however,
that there may be, from time to time, holdover Tenants or those being evicted who may assert
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or claim some right to ini..est to possession, but whom Owner velieves have no legally
enforceable right or interest.

d. There are no taking, condemnation, zoning, betterment or assessment actions,
suits, arbitrations, claims, attachments or proceedings, assignments for the benefit of creditors,
insolvency, bankruptcy, reorganization or any other litigation or proceeding, actual or
threatened in writing, against Owner, which would materially and adversely affect the use,
value or operation of the Land or the Project Optionee anticipates constructing or which does
or will, without further action, constitute a lien, claim or obligation of any kind against the
Property or affect Owner's ability to perform its obligations under this Agreement in any way.

e. No portion of the Property or its available use is subject to any actual zoning,
litigation or administrative proceeding or any proposed zoming, litigation or other
administrative proceeding threatened in writing.

f. There is no existing plan known to Owner to widen, modify or realign any street
or highway adjoining the Property in the immediate future which would affect access thereto or
any existing eminent domain proceeding that would affect the Land. Owner has not received
written notice from the suppliers of water, sewage, electricity, gas or telephone services to the
Property stating that such services will be curtailed in any manner and has no knowledge that
any of the foregoing are not available to the Property.

g. There is access between the Property and one or more dedicated public
roadways.

IV.
Owner's Disclaimer.

IT IS UNDERSTOOD AND AGREED THAT, OTHER THAN ITS OWNERSHIP OF
THE PROPERTY AND ITS RIGHT TO LEASE THE PROPERTY TO OPTIONEE,
OWNER IS NOT MAKING AND SPECIFICALLY DISCLAIMS ANY WARRANTIES OR
REPRESENTATIONS OF ANY KIND OR CHARACTER, EXPRESS OR IMPLIED, WITH
RESPECT TO THE PROPERTY, INCLUDING, BUT NOT LIMITED TO, WARRANTIES
OR REPRESENTATIONS AS TO MATTERS OF ZONING, TAX CONSEQUENCES;
PHYSICAL OR ENVIRONMENTAL CONDITIONS, AVAILABILITY OF ACCESS
(SPECIFICALLY MAKING NO WARRANTY OF COMPLIANCE WITH THE
REQUIREMENTS OF THE AMERICANS WITH DISABILITIES ACT OF 1990) INGRESS
OR EGRESS, OPERATING HISTORY OR PROJECTIONS, VALUATION,
GOVERNMENTAL APPROVALS, GOVERNMENTAL REGULATIONS OR ANY OTHER
MATTER OR THING RELATING TO OR AFFECTING THE PROPERTY INCLUDING,
WITHOUT LIMITATION: (1) THE VALUE, CONDITION, MERCHANTABILITY,
MARKETABILITY, PROFITABILITY, SUITABLE OR FITNESS FOR A PARTICULAR
USE OR PURPOSE OF THE PROPERTY AND PARTICULARLY WITH REGARD TO
THE PROJECT; (2) THE MANNER OR QUALITY OF THE CONSTRUCTION OR
MATERIALS INCORPORATED INTO ANY OF THE PROPERTY; AND (3) THE
MANNER, QUALITY, STATE OF REPAIR OR LACK OF REPAIR OF THE PROPERTY.
OPTIONEE AGREES THAT, WITH RESPECT TO THE PROPERTY, OPTIONEE HAS
NOT RELIED UPON AND WILL NOT RELY UPON, EITHER DIRECTLY OR
INDIRECTLY, ANY REPRESENTATION OR WARRANTY OF OWNER OR ANY
AGENT OF OWNER. OPTIONEE REPRESENTS THAT IT IS KNOWLEDGEABLE
WITH RESPECT TO REAL ESTATE AND THAT IT IS RELYING SOLELY ON ITS OWN
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EXPERTISE AND THA1 JF OPTIONEE'S CONSULTANTS ~ND THAT OPTIONEE
WILL CONDUCT SUCH INSPECTIONS AND INVESTIGATIONS OF THE PROPERTY.,
INCLUDING, BUT NOT LIMITED TO, THE PHYSICAL AND ENVIRONMENTAL
CONDITIONS THEREOF, AND SHALL RELY UPON SAID INSPECTIONS BY
OPTIONEE, AND, UPON CLOSING, SHALL ASSUME THE RISK THAT ADVERSE
MATTERS, INCLUDING, BUT NOT LIMITED TO, ADVERSE PHYSICAL AND
ENVIRONMENTAL CONDITIONS, MAY NOT HAVE BEEN REVEALED BY
OPTIONEE'S INSPECTIONS AND INVESTIGATIONS. OPTIONEE FURTHER
ACKNOWLEDGES THAT OWNER HAS NOT MADE AND DOES NOT MAKE ANY
WARRANTIES OR REPRESENTATIONS REGARDING: (1) THE TRUTH OR
ACCURACY OF ANY SURVEY OR STUDY AND/OR (2) THE QUALIFICATIONS OR
EXPERTISE OF THE RESPECTIVE PARTIES CONDUCTING SAME AND THAT
OWNER HAS NOT UNDERTAKEN ANY INDEPENDENT INVESTIGATION WITH
RESPECT THERETO. OPTIONEE ACKNOWLEDGES AND AGREES THAT, UPON
CLOSING, OWNER SHALL LEASE TO OPTIONEE, AND OPTIONEE SHALL ACCEPT
THE PROPERTY "AS IS, WHERE IS" WITH ALL FAULTS, AND OPTIONEE FURTHER
KNOWLEDGES AND AGREES THAT THERE ARE NO ORAL AGREEMENTS,
WARRANTIES OR REPRESENTATIONS, COLATERAL TO OR AFFECTING THE
PROPERTY BY OWNER, ANY AGENT OF OWNER OR ANY THIRD PARTY. THE
TERMS AND CONDITIONS OF THIS PARAGRAPH SHALL EXPRESSLY SURVIVE
THE CLOSING AND SHALL NOT MERGE THEREIN AND SHALL BE
INCORPORATED INTO THE LEASE. OWNER IS NOT LIABLE OR BOUND IN ANY
MANNER BY ANY VERBAL OR WRITTEN STATEMENTS, REPRESENTATIONS, OR
INFORMATION PERTAINING TO PROPERTY FURNISHED BY ANY REAL ESTATE
BROKER, AGENT, EMPLOYEE, SERVANT OR OTHER PERSON, UNLESS THE SAME
ARE SPECIFICALLY SET FORTH OR REFERRED TO HEREIN.

V'
Optionee's Current Representations.
Optionee represents, to the best of its knowledge and belief, to Owner the following:

a. Optionee has the full right, power and authority to lease the Property from the
Ownmer and to perform all of its obligations as provided in this Agreement without the joinder
or consent of any other party and the party or parties executing this Agreement on behalf of
Optionee has or have been duly authorized and empowered to bind Optionee to this
Agreement.

b. No order, writ, judgment or decree directed against Optionee exists or has been
threatened in writig which prohibits or will prohibit without further action, the execution or
performance of this Agreement, the Lease or any of the other agreements attached hereto.

c. No suit or administrative proceeding is pending against or involving Optionee
which requests any remedy which will prohibit the execution or performance of this
Agreement, the Lease or any of the agreements attached hereto.

d. Optionee will undertake forthwith the development activities of the Project,
including underwriting approximately Three Million Dollars ($3,000,000) in pre-construction
development, design, marketing and other costs; obtaining all necessary development
approvals for the Project; and obtaining and closing Bond Financing.
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VI.
Title.

Optionee acknowledges the receipt from Owner, prior to the execution of this
Agreement, of a commitment for title insurance ("Title Commitment") (attached as
Exhibit "C") from American Title Insurance Company (Charles S. Badgett, 972-789-8400) as
agent for Chicago Title Insurance Company ("Title Company") in a form which contains the
Title Company's express commitment to issue a TLTA Owner's Leasehold Policy of Title
Insurance ("Title Policy") to Optionee, together with true, correct, complete and legible
(where possible) copies of all recorded documents affecting the Property and listed as title
exceptions. By executing this Agreement, Optionee accepts any and all exceptions to the title
of the Property as shown in the Title Commitment ("Permitted Exceptions").

VII.
Survey.

7.1.  Within thirty (30) days after the Execution Date, Owner shall, at its sole cost
and expense, deliver a currently dated survey of the Property to the Optionee. If a survey of
the Property exists, Owner shall deliver a copy thereof to Optionee within five (5) days after
the Execution Date and Owner, at its sole cost and expense, shall proceed to obtain an update
of such existing survey, conforming to the following requirements:

a. The survey should include a clear legend explaining any abbreviations used by
the surveyor.

b. The survey must be complete on one sheet.

C. All surveys must be certified to Optionee, and any assignee thereof, by a

registered land surveyor using the certification described below. FEach survey must have the
surveyor's original signature and have the surveyor's seal affixed. The survey must reflect a
current date no more than thirty (30) days before being submitted. Older surveys are
acceptable if updated and recertified and if they otherwise meet the requirements set out
herein. The survey must show the north arrow, preferably in the upper right quadrant of the
survey. -

d. The full legal (metes and bounds) description and street address of the Property
must be shown. The legal description must be identical to that shown on the Title
Commitment, or the Title Commitment must be revised to include and use the legal description
prepared by the surveyor. If the premises are described as being on a filed or recorded plat or
map, the survey should contain a legend relating the parcel to the plat or map on which it is
shown, and the surveyor should certify that any land which has been platted or mapped is the
same as that described on the survey.

e. All perimeter property lines must be specifically identified.
f. The survey should show the location by courses and distances of the parcel to be

covered by the Title Policy and the relation of the point of beginning to the monument from
which it is fixed.
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g. All exceptions on the Title Commitment should be plotted, or identified on the
face of the survey as not plotable.

h. In addition, all easements affecting the Property must be identified by recording
information, if any, and listed by book and page or by document number of the instrument
creating the easement.

1. Encroachments of buildings and of structural appurtenances, such as loading
docks, awnings, canopies, porches, fire escapes and bay windows, by or on adjoining
property, over easements, onto or from abutting streets or alleys, whether surface or a
subsurface, must be indicated on the survey with the extent of such encroachments clearly
defined (including the extent of the encroachment with measurements).

7.2.  Optionee, at its expense, may have further or additional survey work done on
the Property subject to the conditions on conducting inspections set out herein.

7.3 If, after examination of the Survey, Optionee determines that the condition of
the Property on the ground as reflected in the Survey is unacceptable for any reason, Optionee
shall notify Owner in writing ("Optionee's Notice") of such unacceptable conditions ("Survey
Objections") within ten (10) business days after receipt by Optionee of the Survey. The failure
of the Optionee to notify Owner of any Survey Objections within said ten (10) business day
period shall be deemed acceptance of the Survey and the condition of the Property.

7.4 If Optionee provides Owner with Optionee's Notice of Survey Objections in a
timely manner, Owner may take such actions as can be taken without cost to the Owner to
eliminate or modify the Survey Objections, but Owner shall not be required to do so. If
Owner elects to take action, the Owner shall notify Optionee in writing ("Owner's N otice") of
Owner's election within ten (10) business days after receipt by Owner of Optionee's Notice,
specifying which Survey Objections will be cured, which must be cured within ten (10) days
after the giving of Owner's Notice. If Owner fails or refuses to give Owner's Notice, Owner
shall be deemed to have refused to cure the Survey Objections. If the Owner elects or is
deemed to have elected not to remove or cure any Survey Objections, the Optionee, at its
election, shall have twenty-five (25) business days after the delivery of the Optionee's Notice
to terminate this Agreement as the Optionee's sole remedy, whereupon this Agreement shall
terminate and neither party shall have any obligation to the other, provided that Owner shall _
deliver and pay to the Optionee the Seventy-five Thousand Dollars ($75,000.00) paid by the
Optionee pursuant to Paragraph 2.1, if any was in fact paid. If Optionee fails to exercise
timely its rights to terminate this Agreement, then Optionee shall be deemed to have waived
the Survey Objections.

g VIIL
Inspection and Reinspection of the Property and Related Documents.

8.1.  During the first ninety (90) days after the Execution Date ("Inspection Period"),
Optionee and its employees, agents, representatives and third parties engaged by Optionee,
("Optionee's Representatives"). shall have the right and permission to enter upon any of the
Property at all reasonable times, with prior notice to the Owner, which notice may be by any
means agreeable to the parties, including but not limited to oral notification, to make such
investigations, studies and tests of the Property including, but not limited to, conducting
engineering inspections, making soil and substrata drillings and borings, and performing
environmental inspections and any other inspections, tests, studies and investigations (together
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"Inspections") which Optinee deems necessary or advisable, i its sole and absolute
discretion. All such Inspections shall be at Optionee's sole cost, risk and expense. Optionee
agrees to conduct Inspections in such manner so as not to disturb the Tenants, or to cause
damage to the Property, or to interfere with the operation of the Property by the Owner during
the term of the Option. Optionee further agrees to (a) repair any damage to the Property
caused by such inspections, and (b) indemnify and hold Owner and the Property harmless from
any and all claims and expenses arising or resulting from such Inspections, excluding,
however, any of the foregoing caused by acts or omissions of Owner, its agents,
representatives, employees or invitees.

8.2. Within ten (10) days after the Execution Date, Owners shall provide Optionee
with copies of all of the following information:

a. Ad valorem tax and assessment statements related to the Property for the year
such taxes were last paid to the most recent tax year and any information regarding any current
valuation of the Land for ad valorem tax and assessment purposes, or notices relative to an
anticipated change in valuation for any and all ad valorem tax and assessments.

b. Copies of all documents, instruments, certificates and affidavits evidencing
Owner's authority to execute this Agreement and to consummate the transactions contemplated
herein.

C. A sample of the Existing Occupancy Agreements, provided that if Owner uses
or intends to use more than one form, Owner shall provide copies of all used or proposed
forms.

The above documents are the "Inspection Documents. "

8.3. If the Optionee determines that the title to the Property, as reflected. in the Title
Commitment, or the condition of the Property on the ground as reflected on the survey, or the
condition of the Property as revealed by the Optionee's Inspections, or information revealed in
the Inspection Documents, is unacceptable for any reason, Optionee shall notify Owner in
writing ("Optionee's Notice”) of such unacceptable conditions or exceptions ("Initial
Objections") within thirty (30) days from the date on which the Optionee has copies of all of
the Inspection Documents, the Title Commitment, and the survey (said 30® day being the
"Notification Date"). The failure of Optionee -to notify Owner of any Initial Objections
relating to any of the foregoing items on or before 5:00 p.m. on the Notification Date shall be
deemed acceptance by Optionee of the physical condition of the Property, the matters reflected
in the Inspection Documents and the matters reflected on the survey.

8.4. If Optionee provides Owner with Optionee's Notice of any Initial Objections,
Owner may, at its option, take such actions as can be taken without cost to the Owner as are
necessary or desirable to eliminate or modify such Initial Objections to the satisfaction of the
Optionee. If Optionee delivers Optionee's Notice and Owner elects not to eliminate or modify
the Initial Objections, Owner shall deliver written notice to Optionee within fifteen (15) days
thereafter, stating whether, prior to closing, Owner shall remove or otherwise cure in a manner
satisfactory to Optionee such Initial Objections. Owner's failure to deliver notice timely of its
election to remove or cure any Initial Objections as aforesaid shall be deemed Owner's election
not to remove or cure. Under no circumstances shall Optionee be entitled to the return of all
or any part of the Initial Option Consideration or any Additional Option Consideration.
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8.5.  During the iuuial Inspection Period, Optionee and wptionee's Representatives
may make inquiries of and to third parties, including without limitation, any governmental
authorities, in order to investigate any aspect of the Property or Optionee's ability to develop
the Property. Owner agrees, within reason, to cooperate with Optionee in such inquiries,
provided that Owner incurs no costs in doing so or Optionee pays, in advance, the costs
anticipated to be incurred by Owner in such cooperation.

8.6. When Optionee has exercised this Option, in the manner set out herein, Owner
shall deliver to Optionee within ten (10) days after the date of the exercise of the Option copies
of all of the following information:

a. Ad valorem tax and assessment statements related to the Property for the year
such taxes were last paid to the most recent tax year and any information regarding any then
current valuation of the Land for ad valorem tax and assessment purposes or notices relative to
an anticipated change in valuation for any and all ad valorem tax and assessments;

b. True and legible copies of all Existing Occupancy Agreements and a certified
current rent roll ("Rent Roll") for the Property, prepared as of the first day of the month of
delivery of such Rent Roll, reflecting with respect to each Existing Occupancy Agreement the
name of the Tenant, the apartment number, the monthly rental amount, the amount of security
deposit, the expiration date, any rents or other charges in arrears or prepaid, and utilities
which are furnished as part of the rent;

c. A written certification of the furniture and other furnishings, maintenance
equipment and tools and all other machinery, equipment, fixtures, materials, supplies,
replacement parts, and personal property of every kind and character, and all accessories and
additions thereto, ("Personal Property") owned by Owner, and located in or on and used in
connection with the Land or the improvements or the operations of the Property and not
otherwise used in connection with the other portion of the Preston Village Apartments located
to the east of the Property.

8.7.  In the ninety (90) days prior to closing ("Last Inspection Period"), Optionee's
Representatives shall have the right and permission to enter upon any of the Property at all
reasonable times, with advance notice to Owner, which notice may be by any means agreeable
to the parties, including but not limited to oral notification, to make such investigations of the
Property which Optionee deems necessary or advisable, in its sole and absolute discretion. All
such Inspections shall be at Optionee's sole cost, risk and expense. Optionee agrees to conduct
Inspections in such manner so as not to disturb the Tenants, or to cause damage to the
Property, or to interfere with the operation of the Property by the Owner during the term of
the Option. Optionee further agrees to (a) repair any damage to the Property caused by such
inspections, and (by indemnify and hold Owner and the Property harmless from any and all
claims and expenses arising or resulting from such Inspections, excluding, however, any of the
foregoing caused by acts or omissions of Owner, its agents, representatives, employees or
invitees.

8.8. During the Last Inspection Period, Optionee and Optionee's Representatives
may make inquiries of and to third parties, including without limitation, any governmental
authorities, in order to investigate any aspect of the Property or Optionee's ability to develop
the Property. Owner agrees, within reason, to cooperate with Optionee in such inquiries,
provided that Owner incurs no costs in doing so or Optionee pays, in advance, the costs
anticipated to be incurred by Owner in such cooperation.
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IX.

Development Approvals.

During the term of this Agreement, Optionee shall proceed to obtain, at its sole cost
and expense, approval of all necessary governmental authorities for development of the
Property for the Project, including, but not limited to, rezoning, building permits, site plan
approvals, ordinances, confirmations of the availability of utilities to the Property at rates
acceptable to the Optionee, approvals from the city, county and state, the abandonment of the
alleyways within the Project area and part of Beauregard Drive, and all other such approvals
and consents necessary for the development of the Project on the Property ("Development
Approvals"). Owner shall reasonably cooperate with Optionee, as requested by the Optionee,
in obtaining the Development Approvals and shall execute and/or cause to be executed all
documentation necessary to obtain the Development Approvals, provided, however, Optionee
shall bear all of the expenses (including the expense incurred by Owner and any capital
expenditure required of Owner, particularly with regard to the abandonment of the alleyways
within the Project area and part of Beauregard Drive) in seeking the Development Approvals.
Any Development Approvals must be granted by the applicable governmental authorities
subject to Closing and any Development Approvals must not interfere with Owner's current
use or impose additional costs or liability upon Owner if Optionee does not close.

X.
Operations and Information Disclosure During the Term of the Option.

10.1. Owner hereby covenants and agrees with Optionee that from the Effective Date
until closing that:

a. Owner will not transfer, lease or convey any of the property or enter into any
agreement to transfer, lease (except as provided herein), or convey all or any part of the

Property.

b. Owner will continue to lease individual apartment units to Tenants for terms not
exceeding six (6) months which are terminable at any time upon not more than ninety (90) days
prior notice (provided that after the twelve month notice is given by Optionee pursuant to
paragraph 10,2, all leases executed thereafter will provide that they are terminable at any time
upon not more than thirty (30) days prior written notice) and will observe all terms and
provisions of the Existing Occupancy Agreements; as of closing, no rents due under any of the
Existing Occupancy Agreements will be assigned to any party or otherwise encumbered;

C. Ownér will not enter into any agreement, written or oral, that will be or purport
to be binding on the Optionee or the Property subsequent to the closing. Owner will not enter
into, modify, amend, extend or cancel any service and utility contracts, maintenance
agreements, equipment leases, property management agreements, -warranties, guaranties and
bonds relating to the Land, the improvements, or the Personal Property ("Existing Service
Contracts") with respect to all or any portion of the Property without the prior written consent
of Optionee.

d. Owner will operate, manage and maintain the Property in the same manner,
condition and state of repair as of the Effective Date. Owner will cause to be paid all trade
accounts, costs and expenses of operation of the Property incurred prior to closing.
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€. Except as iy be requested by Optionee for e purpose of obtaining
Development Approvals, Owner will not take, approve or comsent to any action Or omission
that will change the zoning, use, permits or licenses of or for the Property or that would
otherwise affect the Property in any material way. Owner will promptly give Optionee written
notice of any notice or information Owner hereafter receives regarding zoning, uses, permits
and licenses which would have a material impact on the ability of Optionee to operate or
demolish the improvements or to develop the Project on the Property.

f. Owner shall not place on any of the Property any lien, encumbrance or other
matter which would constitute an encumbrance or title exception to the Property under
Schedule B of the Title Commitment, and Owner shall not take any action which will cause the
Property not to be, or prevent the Property from being, in compliance with the requirement of
the Title Commitment so that the Title Company is prevented from issuing to Optionee the
Title Policy as provided herein,. subject only to the Permitted Exceptions.

8. Owner shall deliver within ten (10) days after receipt any written information
concerning changes in rates applicable to, the location of, or the accessibility of utility service
to the Property, or any order, writ, judgment or decree directed against the Owner or the
Property which prohibits or will prohibit, the performance of this Option or any of the
agreements attached hereto; or the filing of any suit or administrative proceeding which
requests any remedy which will prohibit the performance of this Agreement or any of the
agreements attached herein; or the submission or filing with any governmental authority of any
proposal seeking to change the use or zoning of the Property or to dedicate or acquire all or
any part of the Property for public use; or the enactment, adoption or promulgation of any
statute, rule, regulation or ordinance which would prevent the Project from being constructed
on the Property; or any threat in writing from any governmental authority, or the filing or
initiation of any suit or administrative proceeding, seeking to condemn all or any part of the

Property.

10.2. The Optionee shall give notice to the Owner when the Optionee in good faith
estimates that it is twelve (12) months prior to the anticipated Closing, and, in connection with
that notice, the Optionee shall deposit with the Owner Four Hundred Thousand Dollars
($400,000.00) ("Anticipated Rent Loss Deposit").  Notwithstanding the foregoing notice,
nothing in the foregoing sentence shall prevent Optionee from exercising this Option at an
earlier time or such that Closing occurs prior to or after the said twelve months. :

XI.
Exercise of the Option.

11.1. Optiohee may exercise the Option only as set out herein. No other method
attempting to exercise the Option shall be binding upon or require any action on the part of the
Owner. Optionee must deliver, or have delivered, to Owner, at least forty-five (45) days in
advance of any anticipated Closing, which Closing must occur before the expiration of the term
of this Option or any extension thereof:

a. Notice in writing to Owner and the Title Company of the Optionee's exercise of
the Option ("Option Notice"); and

b. An executed original of the assignment of this Option to Lessee; and

-10-
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c. Final plans and specifications of the Project, along with copies of all executed
and final contracts with architects, engineers, contractors, suppliers and others whose efforts
or materials will be utilized to construct the Project; and

d. A fully executed Bond Purchase Agreement from the underwriters of the bond
offering for funds for the demolition of existing improvements and the construction of the
Project

e. A budget for the demolition of the existing improvements on the Property and
the construction of the Project, demonstrating to the reasonable satisfaction of the Owner that
the Funds are sufficient to construct the Project and pay all of the expenses thereof.

11.2. In the event Owner receives the Option Notice and determines that one or more
of the items of information required above have not been furnished, or are not reasonably
satisfactory in the form furnished, then Owner shall, on or before the tenth (10™) business day
after receipt of the Option Notice, give notice ("Deficiency Notice") to Optionee providing a
specific listing of the information not received by Owner and a specific description of how the
information furnished otherwise does not comply with the requirements set out above.
Optionee shall have ten (10) business days ("Cure Period") after Owner sends the Deficiency
Notice to provide the items of information required above that had not previously been
furnished and to provide in a form reasonably satisfactory to Owner the items previously
furnished and found by the Owner not to comply with the above requirements. If Optionee
fails to provide the information described in the Deficiency Notice during the Cure Period, the
Optionee's attempt to exercise the Option shall be of no effect.

11.3 'When Optionee has properly exercised the Option under the procedures set out
in 11.1, or when the Optionee has cured any defects in the Option Notice under the procedures
set out in Section 11.2, the Owner shall commence termination of Existing Occupancy
Agreements and use its best efforts to deliver the Property to Optionee and/or the Lessee under
the Lease with at least two (2) of the buildings located on the Property entirely vacant.

X1I.
Condemnatjon, Eminent Domain and Casuaity. o

12.1. After the Optionee has given the Option Notice, the terms of this section related
to condemnation or eminent domain and casualty shall apply, but they shall otherwise not
apply during the term of the Option.

12.2. If the commencement of any condemnation or eminent domain proceedings with
respect to all or any part of the Land for any public or quasi-public purpose, in the sole
opinion of the Optionee, impairs the Optionee's ability to develop the Project on the Property,
Optionee may, within ten (10) days after notice from Owner:

a. Revoke and cancel the Option Notice, which shall not have any effect on the
validity of this Option or otherwise affect the rights of the Optionee to purchase extensions as
set out above; or

b. Close the transaction contemplated by this Agreement, in which event the rights

and duties of the parties shall be determined by the Lease, as if the term of the Lease had
commenced on the date of such taking. Owner agrees not to enter into any settlement of any

-11-
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condemnation proceedings or eminent domain award without the prior written consent of
Optionee, which consent shall not be unreasonably withheld.

12.3. After the receipt of the Option Notice by the Owner, Owner shall maintain in
full force and effect all policies of insurance, insuring the Property against loss from damage
for destruction. Owner retains all risks and liability for loss, damage, destruction or injury by
fire, storm, accident or other casualty to the Property from all causes until the closing has been
consummated. In the event of any such damage or destruction prior to the closing, Owner
shall notify Optionee thereof and Optionee shall proceed to close this tramsaction, in which
event Owner shall be entitled to receive the full amount of any proceeds of such insurance
payable on account of such loss, damage or destruction after the date herein, provided that
Owner shall not be liable for any costs related to demolition, debris removal and clean up.

XTI11.
Closing.

13.1. The consummation of the Lease contemplated hereby ("Closing") shall be held
at the offices of the Title Company, with the Title Company acting as an escrow agent
("Escrow Agent") for the purpose of consummating such Closing, or at such other location as
Owner and Optionee shall agree on or before that date ("Closing Date") which is forty-five
(45) days after Owner receives the Option Notice, where no Deficiency Notice is given or
where Optionee effectively cures before the end of the Cure Period. Notwithstanding the
foregoing, the Closing shall occur not later than March 15, 1998, unless extended by Optionee
pursuant to Sections 2.2 and 2.3 herein, but, in any and all events, Closing must take place no
later than September 9 , 2000.

13.2  On the Closing Date, Owner shall do the following:

a. Execute and deliver to Optionee the Lease on the Property, with the Property
free and clear of any and all liens, encumbrances, conditions, easements, assessments,
restrictions and other conditions, except the Permitted Exceptions.

b. Execute and deliver to Optionee the Memorandum of Lease, as defined in the
Lease for recording. - -

c. Execute and deliver, or obtain for delivery for Optionee or the Title Company,
any other instruments reasonably necessary to close this Agreement, including, by way of
example and not in limitation, closing statements, releases, and evidence of the authority of the
parties executing in§truments on Owner's behalf.

d. Pay, as required herein, any prorated portion of the Taxes, as defined herein.

€. Deliver to Optionee an updated Rent Roll, dated and certified by Owner to be
true and correct as of a date not more than five (5) days prior to Closing.

f. Deliver to Optionee a Blanket Conveyance, Bill of Sale and Assignment,
without warranty, in the form set out in Exhibit "D" attached hereto, assigning all of Owner's
interest in the Existing Occupancy Agreements to Optionee, with appropriate provisions for the
assumption by Optionee of the obligation for any security deposits for which Optionee is given
credit in the closing adjustments hereunder, conveying to Optionee title to the Personal

-12-
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Property free and clear of au liens and encumbrances, except any rermitted Exceptions, and

assigning to Optionee the Existing Service Contracts, without warranty.

g. Deliver to Optionee the originals of the Existing Occupancy Agreements and the
Existing Service Contracts.

h. Deliver to Optionee the originals of all certificates of occupancy in the
possession of Owner (or where certificates of occupancy apply to the Property and other tracts
or parcels owned by Owner, deliver to the Optionee copies of such certificates of occupancy).

i Pay one-half of the Escrow Agent's escrow fees, not exceeding Three Hundred
Dollars ($300.00).

j. Deliver occupancy of the Property subject to the rights of the remaining
Tenants.

13.4. On the Closing Date, Optionee shall do the following:
a. Execute and deliver to Owner the Lease on the Property.

b. Execute and deliver to the Title Company the Memorandum of Lease, as defined
in the Lease, for recording by the Title Company.

C. Deliver to the Escrow Agent for disbursement to the Owner the lease
consideration due and payable to Owner, which is one-twelfth (1/12*) (as allowed by Section
4.3 of the Lease) of the Initial Annual Rent (as defined in Section 4.1(a) of the Lease), adjusted
as required (by Section 4.2(a) of the Lease). - -

d. Execute and deliver, or obtain for delivery to Optionee or the Title Company,
any other instruments reasonably necessary to close this Agreement, including, by way of
example and not in limitation, closing statements, releases, affidavits, evidence of the authority
of the parties executing instruments on Optionee's behalf, and delivery of instruments required
by the Title Company for the purpose of the issuance of the Title Policy pursuant to the Title
Commitment. :

€. Pay the balance of the Escrow Agent's escrow fees.

f. Pay the prorated portion of the Taxes to be paid by Optionee as of the Closing,
as set out herein.

g. Pay the premium for Optionee's Title Policy and Optionee's lender's Title
Policy.

h. Pay all recording fees for the Memorandum of Lease, Optionee's financing
documents and other documents to be recorded.

i Pay all other costs reflected on the Closing Statement.

j- Execute and deliver to the Owner a disclaimer in the form attached hereto as
Exhibit "E".

-13.
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k. Execute and deliver to Owner notice lefters ("Tenant Notice Letters"), in a form
reasonably acceptable to Owner and Optionee, acknowledging that the Optionee has received
and is responsible for the Tenants' security deposits and directing the Tenants henceforth to
make payment of all rents and other obligations under the Existing Occupancy Agreements to
Optionee. Owner shall be entitled to make copies of the executed originals, fill in each
respective Tenant's name and address, deliver such notices to Tenants and a copy of same to
Optionee, and fill in the exact dollar amount of each respective Tenant's security deposit. For
the foregoing purposes, Optionee has made, constituted and appointed Owner, and herewith
makes, constitutes and appoints Owner, as the Optionee's special attorney-in-fact for the
limited purpose of preparing, executing and delivering the said Tenant Notice Letters in the
name of and on behalf of the Optionee. Optionee hereby agrees such copies of the Tenant
Notice Letter shall carry the same force and effect as if each Tenant Notice Letter had been
executed by Optionee. Therefore, Optionee agrees to indemnify Owner and hold Owner
harmless from any and all claims, causes of action, damages, judgment and expenses incurred
or suffered by Owner as the result of any claim made by any Tenant asserting a right to a
security deposit referred to in a Tenant Notice Letter.

1. Execute and deliver to Owner an indemnity agreement in the form attached
hereto as Exhibit "F", providing a separate document to survive Closing which contains the
indemnity set out in the last sentence of the preceding subparagraph.

m. Pay for any and all damages and pay the amounts requested for indemnity to the
Owner, as required under the provisions of this Agreement related to Inspections.

n. Pay all other costs associated with the Closing, other than the Owner's legal fees
for negotiating this Agreement and the Lease.

0. Provide evidence reasonably acceptable to Owner of the removal, satisfaction or
waiver of all contingencies to the Bond Financing, and an escrow agreement executed by the
trustee bank (in said bond offering) acknowledging the receipt of additional funds, such that the
total of the amount committed by the lender to be advanced and the amount of funds on deposit
in the escrow (together the "Funds") are sufficiént to pay all of the costs associated with
demolition and construction (including bond and insurance premiums and development fees).

p. Deliver to Owner copies of all Development Approvals allowing the
construction and operation of the Project. -

q. Deliver to Owner copies of issued and outstanding payment and performance
bonds in form and in amounts reasomably satisfactory to the Owner sufficient to pay all
amounts for the conStruction of and liens that might be filed upon the Project.

13.5. General real estate taxes, assessments and any personal property taxes imposed
by governmental authorities and any assessments by private covenant constituting a lien or
charge on the land for the then current calendar year or other current tax period not yet due
and payable as to the Property ("Taxes") shall be apportioned and prorated between Owner and
Optionee as of midnight of the day preceding the Closing Date. Proration of the Taxes shall be
based upon Taxes actually paid by the Owner if the Owner has paid such Taxes prior to
Closing, and otherwise upon the ad valorem taxes due. If the actual amount of Taxes for the
calendar year in which the Closing shall occur is not known as of the Closing Date, the
proration shall be based upon the most current assessed value and tax rates then in effect with
respect to the Property at the Closing Date. If the actual amount of the Taxes is not known on
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the Closing Date, the prorativua shall be based upon the prior year's 1axes, and the parties shall
adjust the Taxes prorated at Closing within ten (10) days after written demand therefor by
either party when such Taxes become known. All prorations shall be based upon a fraction,
the numerator being the number of days elapsed from the date the latest tax year commenced
and the denominator being 3635.

13.6. Rents under Existing Occupancy Agreements shall be prorated as of midnight
preceding the date of Closing. Prorations shall be based upon the updated Rent Roll and shall
include all Existing Occupancy Agreements. Proration shall be based upon the then current
rental period. The Optionee shall receive a credit for prepaid rents for rental periods after the
then current rental period. In addition to the proration of rents, at Closing, the rent loss
occasioned by the Optionee shall be determined and the Anticipated Rent Loss Deposit shall be
credited against that loss. The rent loss the Optionee owes to the Owner shall be the net rent
not collected as a result of vacancies at the Property. The rent loss shall be computed, for each
apartment, by multiplying the normal rental rate for that apartment times the number of months
the apartment was vacant during the twelve months prior to Closing minus the prorated
operating expenses (“POE”) that would normally be attributed to each such vacant apartment if
re-leased and occupied, with the rent for the last month that includes the date of Closing being
prorated to Closing pursuant to the first four sentences of this section. Absent an agreement
between the Optionee and the Owner on the amount of POE to attribute to each vacant
apartment, the POE shall be calculated based on an assumption that the POE is $845 per one
percent (1%) of vacancy per month. If the rent loss determined in the aggregate for all of the
apartments in the Project that were vacant exceeds the Anticipated Rent Loss Deposit, the
Optionee and the Lessee under the Lease shall pay to the Owner the amount of such excess at
Closing as additional rent under the Lease. At any time and from time to time during the
twelve months prior to Closing, the Optionee shall have reasonable opportunities, not more
often than monthly, at times agreeable with Owner to review the books and records of the
Owner solely to the extent necessary to determine the number of vacant apartments and the
rent loss as to each. The failure to pay that additional excess shall be a monetary- default for
which the Owner need not give any notice. If the rent loss is less than the Anticipated Rent
Loss Deposit, the Owner shall refund to the Optionee the difference at Closing.

13.7. Other than utilities directly billed to Tenants, all other utilities at or with respect
to the Property, other than the telephone number and telephone service, shall be transferred to
the Optionee at the Closing Date. Owner and Optionee agree to cooperate with the utility
service providers and with each other to effect the transition of the changeover of accounts, to
get the utility meters read as of the Closing Date and to make adjustments between each other
with respect to readings that occur before or after the Closing Date.

13.8. Optionee agrees that upon a Closing under this Agreement, Optionee will be
obligated to pay to David Stephen Donosky ("Broker") a brokerage fee or brokerage
commission ("Fee") arising in connection with this Agreement pursuant to a separate
commission agreement or arrangement between Optionee and the Broker. The Fee shall be
earned by the Broker only upon the Closing of this Agreement. (Attached hereto is a Receipt
and Acknowledgment by Broker agreement to be signed by Broker. The execution or failure
of Broker to execute same shall not affect the execution, enforceability, determination of
Effective Date, or other aspects of this Agreement.) Optionee warrants that no commission is
due to Mike McNeff by, through or under Optionee or any joint venturer or partner of a joint
venturer of Optionee, including but not limited to Alan Gregory, and Optionee will pay any
commission determined to be due to McNeff by, through or under Optionee or any joint
venturer or partner of a joint venturer of Optionee. Owner warrants and represents that it has
no written agreement with Mike McNeff by which Onwer has agreed to pay Mike McNeff any
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kind of fee or commission regarding the Property. Except for the ree, Owner and Optionee
warrant and represent to each other that no real estate brokers, agents, finders' fees or
commissions are due arising in connection with the Lease of the Property, from the execution
of this Agreement, or the consummation of the transactions contemplated in this Agreement,
and each party agrees to indemnify and hold the other party harmless from claims made by any
person for any such fees, commissions or like compensation claiming to have dealt with the
party so indemnifying the other. This section shall survive Closing.

XIV.
Miscellaneous.

14.1. This Agreement embodies the entire agreement between the parties and cannot
be varied except by the written agreement of the parties. All prior agreements between the
parties relating to the Property, including, but not limited to, the letter of intent, are hereby
terminated. No representation, promise, inducement or statement of intention has been made
by Owner or Optionee which is not embodied in this Agreement, or in the attached exhibits,
and neither Optionee nor Owner shall be bound by or liable for any alleged representations,
promises, inducements or statements of intention not so set forth herein. Except as may be
specifically provided herein, none of the representations, warranties or covenants herein
provided shall survive the Closing.

14.2. Time is of the essence of this Agreement.

14.3. Any notice required or permitted to be delivered in connection with this
Agreement must be in writing and may be given by certified or registered mail, facsimile, hand
delivery or by overnight courier. Notices sent by certified mail shall be deemed received three
(3) business days after the same has been deposited in the United States mail, properly
addressed and postage prepaid. Any notice sent by facsimile shall be deemed delivered when
received, provided that any facsimile received on or after 5:00 p.m. of a business day, or
received on a Saturday, Sunday or legal holiday, shall be deemed received at 9:00 a.m. on the
next following business day. Any notice sent by hand delivery or by overnight courier or
delivery service shall be deemed delivered when actually received. Notices shall be sent as
follows:

If to the Owner: Intercity Investment Properties, Inc.
Attention: Edwin B. Jordan, Jr.
4301 Westside Drive, Suite 100
Dallas, Texas 75209-6546
Facsimile: 214-520-2463

with a copy to: James V. Roberts, Esq.
James V. Roberts, P.C.
8117 Preston Road, Suite 800 West
Dallas, Texas 75225
Facsimile: 214-528-3110

If to the Optionee: Northwest Lifecare Joint Venture
c/o Greystone Communities, Inc.
Attention: Michael B. Lanahan
222 West Las Colinas Blvd., Suite 2100
Irving, Texas 75039
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racsimile: 972-402-3727

with copy to: Northwest Lifecare Associates, Ltd.
Attention: Alan T. Gregory
4403 Lomo Alto
Dallas, Texas 75205
Facsimile: 214-526-0614

With additional copy to: McManemin & Smith, P.C.
Attention: Walter H. Allen
600 North Pearl Street, Suite 1600
Dallas, Texas 75201
Facsimile: 214-953-0695

14.4. Words of any gender used in this Agreement shall be held and construed to
include any other gender, and words in the singular number shall be held to include the plural
and visa versa, unless the context requires otherwise.

14.5. The captions used in connection with the article and sections of this Agreement
are for convenience only and shall not be deemed to construe or limit the meaning of the
language of this Agreement.

14.6. All capitalized terms shall have the meaning assigned to them in this Agreement.

14.7. Except where business days are expressly referred, reference in this Agreement
to days are to calendar days, not business days. Business day means any calendar day except a
Saturday, Sunday or banking holiday in Dallas County, Texas.

14.8. 1If the final date of any period provided for herein for the performance of an
obligation or for the taking of any action falls on a day other than a business day, then the time
of such period shall be deemed extended to the next business day.

14.9. If any legal action is brought in connection with this Agreement, the prevailing
party shall be entitled to collect its reasonable attorneys' fees and its court costs.

14.10. The parties acknowledge that each party and its counsel have reviewed this
Agreement and that the normal rule of construction to the effect that-any ambiguities are to be
resolved against the drafting party shall not be employed in the interpretation of this
Agreement or any amendments or exhibit hereto.

14.11. If afly provisions of this Agreement are held to be illegal, invalid or
unenforceable under present or future laws, such provisions shall be fully severable, and this
Agreement shall be construed and enforced as if such illegal, invalid or unenforceable
provision had never comprised a part of this Agreement, and the remaining provisions of this
Agreement shall remain in full force and effect and not be affected by the illegal, invalid or
unenforceable provision or by its severance from this Agreement, provided that both parties
may still effectively realize the complete benefit of the transaction contemplated hereby.

14.12. This Agreement shall be governed by and construed in accordance with the laws

of the state of Texas. This Agreement is generally performable in Dallas County, Texas.
Owner and Optionee agree that any litigation instituted in connection with this Agreement shall
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be in Dallas County, Texas, ur in the United States District Court for the Northern District of

Texas, Dallas Division.

14.13. No modification or amendment of this Agreement shall be effective unless made
in writing and executed by Owner and Optionee. If any approval or consent is required
pursuant to any provision of this Agreement, such approval or consent shall be deemed given
only if it is in writing and executed by the party whose approval or consent is required.

14.14. This Agreement may be executed in any number of identical counterparts, each
of which shall be deemed to be an original and all, when taken together, shall constitute one
and the same instrument. A facsimile or other similar transmission of a counterpart signed by
a party hereto shall be regarded as signed by such party for purposes hereof.

14.15. This Agreement shall be binding upon and shall inure to the benefit of the
parties hereto and their respective successors and assigns.

14.16. Optionee may assign its rights and obligations under this Agreement to any
corporation, partnership, joint venture, limited liability company or other entity ("Optionee's
Assignee") with which Greystone Communities, Inc. has an agreement for management of the
Project for not less than ten (10) years after the Closing, in which event Optionee's Assignee
shall become fully liable for all obligations hereunder and the Optionee shall be released from
all such obligations. Optionee shall have no other right to assign this Agreement without the
prior written consent of Owner, which may be withheld with or without cause.

14.17. Other than with respect to disclosures to any governmental authority, whether or
not in connection with Optionee's investigation of the Property, neither Owner nor Optionee
shall, without the prior written consent of the other, disclose to any person or party (except the
parties hereto, their respective legal counsel, lenders, accountants, brokers, the Escrow Agent
and the Title Company) the existence or terms of this Agreement. The terms of this section
shall survive the Closing or the termination of this Agreement.

14.18. Upon the request of either party hereto, the other shall execute and acknowledge
a memorandum of this Agreement in recordable form sufficient to identify the parties hereto,
the Property and the Closing Date, or if no Closing Date has been determined, the end of the
then current Option Term.

Executed by Owner on the ( day of November, 1997.

INTERCITY INVESTMENT PROPERTIES, INC.,
a Texas corporation

By:/é}"/ Z- ,:&:...ﬁ/{f ,:K—; 23

Edwin B. Jordan, Jr., President
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Executed by Optionec on the — day of November, 1997.

NORTHWEST LIFECARE JOINT VENTURE

By: Greystone Communities, Inc., Joint Venturer

’{/«"5 '/ 7‘/;-):,..:4.& A .

By:
Michael B. Lanahan, President

By: Northwest Lifecare Associates, Ltd., Joint Venturer

W = < - --1‘;'/':;:7Aj
By:=— - / = _

Aften-T. Gregory, General Partner > il
Aldal
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RECEIP: AND ACKNOWLEDGMENT BY BhuKER

The Broker joins in the foregoing Agreement to evidence his acknowledgment and
agreement to the provisions of this Agreement relating to the brokerage fee or commission
owned by Optionee to the Broker which will be paid as provided in this Agreement only upon
a successful Closing of this transaction. The Broker will indemnify and hold the Owner and
the Optionee harmless from any and all claims made by any party for any fees, commissions or
like compensation arising from any dealings any such party had with Broker arising in
connection with the transaction contemplated by this Agreement. Any subsequent amendment
to this Agreement by Owner and Optionee which expressly modifies the Initial Option
Consideration shall automatically modify the fee accordingly without the further consent of the
Broker being required. The fee shall fully compensate the Broker for its services in connection
with the Lease of the Property hereunder and the undersigned is entitled to no further
compensation or fees in connection with such transaction. Should, for any reason, this
transaction not successfully close in connection with the terms of this Agreement, no fee or
commission of any nature shall be due to the undersigned. Moreover, the undersigned has no
knowledge of any other party who has or may have any claim for any brokers, finders or any
other fee relative to the Property or this Agreement. Finally, Broker agrees that he will look
only to Optionee or its assignee of this Option for his commission, and Broker will hold Owner
harmless from any claim for Broker’s commission.

Acknowledged and Agreed To by the Broker on this f( day of /\k;@mé{'/l_ ,

David Stephen D¢nosky
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EXHIBIT "A"

TRACT I

Being Lots 1 thru 7, Block 8/5464 of PRESTONVILLE, An Addition to the City of Dallas,
Dallas County, Texas, according to the Plat thereof recorded in Volume 12, page 83,
Map Records, Dallas County, Texas

TRACT I

Being Lots 1 thru 8, Block 9/5464 of PRESTONVILLE, An Addition to the City of Dallas,
Dallas County, Texas, according to the Plat thereof recorded in Volume 12, page 83,
Map Records, Dallas County, Texas

Provided, if abandonment is successful and the Owner acquires title to the alleyways
and part of Beauregard Drive, both within the above described area, the portion thereof
abandoned by the City of Dallas and acquired by Owner shall be a part of the Property
subject to lease.
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Exhibit “B”
Ground Lease
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70
GROUND LEASE OPTION AGREEMENT

GROUND LEASE

Between

Intercity Investment Properties, Inc.
“Lessor”

and

, a
“Lessee”
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GROUND LEASE

THIS GROUND LEASE (the “Lease™) is made and entered into as of the day of

» 19___, by and between INTERCITY INVESTMENT PROPERTIES, INC., a

Texas corporation, whose principal place of business and office address is 4301 Westside Drive,

Suite 100, Dallas, Texas 75209-6546, Attention: Edwin B. Jordan, Jr. (“Lessor”) and

A >

whose principal place of  business and  post office address is
(“Lessee™).

PREAMBLE AND STATEMENT OF PURPOSE

Lessor is the owner of a fee simple absolute interest in certain real property (the “Land”) containing
approximately 16.25 acres and located at the Northwest Corner of the intersection of Thackery Road
and Northwest Highway in the City of Dallas, Dallas County, Texas, which is further and legally
described on Exhibit “A,” attached hereto and by this reference incorporated herein and made a part
hereof.

Lessee desires to lease the Land from Lessor for the term described herein and on the other terms
and conditions hereinafter set forth in order to develop and construct a residential retirement Project

thereon as provided herein.
Lessor agrees to lease the Land to Lessee on the terms and conditions hereinafter set forth.

NOW, THEREFORE, for and in consideration of the mutual agreements and covenants
hereinafter set forth and for other good and valuable consideration, the receipt, adequacy and
sufficiency of which are hereby acknowledged, Lessor and Lessee, intending to be legally bound,
hereby agree as follows:

ARTICLE 1
DEFINITIONS

For purposes of this Lease, the terms defined in this Article and throughout the remainder
of this Lease, when written with initial capital letters, shall have the meanings given to them in this
Article or in such definitions throughout this Lease and no other meaning. Such terms may be used
in the singular or plural or in varying tenses, but such variations shall not affect their meanings so
long as such terms are written with initial capital letters. When such terms are used in this Lease but
are written without initial capital letters, such terms shall have the meaning they have in common

usage.

1.1 “CPI Adjustment” means each adjustment to each amount set forth in this Lease as subject
to CPI Adjustment, as the same may have been previously adjusted (the “Base Amount™)
effective as provided herein and calculated by comparing the CPI last published prior to the

GROUND LEASE 1 10587 6 (38213/017)
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initial date specified for each such amount (the “Base Index”), with the CPI last published
prior to the current date on which such amount is due to be adjusted hereunder (the “Current
Index”) to calculate the CPI Factor, hereinafter defined. The amount of any adjustment shall
be set by multiplying the Base Amount by the CPI Factor; provided, however, that no such
CP1 Adjustment shall be less than two and one-half percent (2.5%) per year nor more than
five percent (5%) per year. Lessor shall give written notice of any adjusted amount to Lessee
within thirty (30) days after its calculation.

“Annual Rent” has the meaning set forth in Section 4.1 hereof.

“Bond Indenture” means the documents evidencing and securing Owner's indebtedness to
Lender as permitted herein.

“CPI” means the Consumer Price Index for All Urban Consumers (Base Year 1986 = 100)
for the Dallas/Fort Worth Standard Metropolitan Statistical Area, published by the United
States Department of Labor, Bureau of Labor Statistics. If the CPI is changed so that the
base year differs from that used above, the index shall be converted in accordance with the
conversion factor published by the United States Department of Labor, Bureau of Labor
Statistics. If the index is discontinued or revised during the Term, such other governmental
index or computation with which it is replaced shall be used in order to obtain substantially
the same result as would be obtained if the index had not been discontinued or revised.

“CPI Factor” is a fraction (carried to 4 decimal places), the numerator of which is the
Current Index and the denominator of which is the Base Index.

“Commencement Date” means the date first above written and is the date on which this
Lease becomes effective.

“Default Interest Rate” means an interest rate of eighteen percent (18%) per year; provided,
however, that in no event shall the interest charged hereunder exceed the maximum lawful

rate of interest then allowed by law.

“Existing Improvements” means a portion of the Preston Village apartment complex and
all other Improvements to the Land existing as of the date hereof.

“Force Majeure Event” means and refers to all acts wholly beyond the control of Lessor
and Lessee, including, without limitation, acts of God, war, riots, earthquakes, floods,

hurricanes and windstorms.

“Governmental Authority” or “Governmental Authorities” means any federal, state, city,
county, administrative or other governmental authority which now or hereafter has
jurisdiction, review, approval or consent rights relating to the construction, development,
ownership, control or operation of the Project on the Property or the use of the Premises for
any purpose in connection with its current use, use for the Project or any other use.

GROUND LEASE 2 10387_5 (38213/017)
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“Hazardous Materials” and “Hazardous Materials Laws” have the meanings set forth
in Section 5.25 hereof.

“Improvements” means and includes all buildings and other improvements, including
without limitation, the Existing Improvements, and any replacement improvements, by
whomsoever made, now existing or at any time hereafter during the Term placed on the
Land.

“Insurance Trustee” means the trust company with principal offices in Dallas, Texas,
selected by Lessor and Lessee pursuant to Section 5.13 below.

“Land” means and includes all of that certain parcel of real property described in
Exhibit “A” attached hereto and incorporated herein by this reference, having a gross area
of 16.25 acres, more or less and, if abandonment thereof is successful, including alleyways
and that portion of Beauregard Street surrounded by the remainder of the Land.

“Lease” means this Lease and all Exhibits hereto, as the same may from time to time
hereafter be amended in accordance with its terms.

“Leasehold Estate” means the leasehold estate created by the execution and delivery of this
Lease.

“Lender” has the meaning provided in Section 7.1 hereof.

“Lessee” means ,a ,
and includes any pronoun used in place thereof, the singular or plural number and its

successors and permitted assigns.

“Lessor” means Intercity Investment Properties, Inc., a Texas corporation, and shall include
any pronoun used in place thereof, the masculine or feminine, the singular or plural number,
and its successors and assigns, according to the context thereof.

“Option Date” means the Effective Date, as defined therein, of that certain Ground lease
Option Agreement (the “Option Agreement”) executed by and between Lessor, as Optionor,
and Lessee, as Optionee, granting Lessee the option to enter into this Lease as provided
therein, which date is September 9, 1997.

“Permitted Title Exceptions” means those encumbrances and other matters listed on
Exhibit “B” attached hereto and made a part hereof and any and all additional encumbrances
approved in writing by Lessee.

“Person” means any natural person, corporation, limited liability company, limited
partnership, limited liability partnership, general partnership, tenancy in common, joint
venture, association, business trust, real estate investment trust or other entity or
organization, and any combination of any of them.
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123 “Premises” shall be deemed or taken to include (except where such meaning would be
clearly repugnant to the context) the Land and all Improvements.

1.24  “Project” means the continuing care retirement center life care concept project to be
developed on the Land by Lessee, which is anticipated to provide a range of living options
for elderly Residents varying along a continuum from independent living through increasing
health care needs; the Project is currently anticipated to be a first class three (3) story
retirement center containing approximately 220 independent living units (the “Independent
Living Center”), an assisted living center consisting of approximately 77 assisted living units
(the “Assisted Living Center”), a health center consisting of approximately 60 skilled nursing
beds (the “Health Center”) and an approximately 25,000 square foot Commons Building.

1.25 “Resident” means a resident or prospective resident in the Project.

1.26  “Space Leases” means any and all subleases of space in the Project to be made between
Lessee and any subtenants of Lessee upon completion of construction of the Project.

1.27  *Term” has the meaning set forth in Article I hereof.

ARTICLE IT
DEMISE

2.1 Grant of Lease. Lessor, in consideration of the rent herein reserved and of the covenants
and conditions herein contained and on the part of Lessee to be observed and performed and
upon and subject to the terms and conditions hereinafter set forth, does hereby demise and
lease unto Lessee, and Lessee does hereby lease from Lessor, the Premises, including all of
the Land and the Existing Improvements, together with any and all appurtenances, rights and
benefits relating thereto and to the use and occupancy thereof.

22  Disclaimer. IT IS UNDERSTOOD AND AGREED THAT, OTHER THAN ITS
OWNERSHIP OF THE PREMISES AND ITS RIGHT TO LEASE THE PREMISES TO
LESSEE, LESSOR IS NOT MAKING AND SPECIFICALLY DISCLAIMS ANY
WARRANTIES OR REPRESENTATIONS OF ANY KIND OR CHARACTER, EXPRESS
OR IMPLIED, WITH RESPECT TO THE PREMISES, INCLUDING, BUT NOT LIMITED
TO, WARRANTIES OR REPRESENTATIONS AS TO MATTERS OF ZONING, TAX
CONSEQUENCES, PHYSICAL OR ENVIRONMENTAL CONDITIONS,
AVAILABILITY OF ACCESS (SPECIFICALLY MAKING NO WARRANTY OF
COMPLIANCE WITH THE REQUIREMENTS OF THE AMERICANS WITH
DISABILITIES ACT OF 1990) INGRESS OR EGRESS, OPERATING HISTORY OR
PROJECTIONS, VALUATION, GOVERNMENTAL APPROVALS, GOVERNMENTAL
REGULATIONS OR ANY OTHER MATTER OR THING RELATING TO OR
AFFECTING THE PREMISES INCLUDING, WITHOUT LIMITATION: (1) THE VALUE,
CONDITION, MERCHANTABILITY, MARKETABILITY, PROFITABILITY,
SUITABILITY OR FITNESS FOR A PARTICULAR USE OR PURPOSE OF THE
PREMISES AND PARTICULARLY WITH REGARD TO THE PROJECT; (2) THE
MANNER OR QUALITY OF THE CONSTRUCTION OR MATERIALS
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INCORPORATED INTO ANY OF THE PREMISES; AND (3) THE MANNER,
QUALITY, STATE OF REPAIR OR LACK OF REPAIR OF THE PREMISES. LESSEE
AGREES THAT, WITH RESPECT TO THE PREMISES, LESSEE HAS NOT RELIED
UPON AND WILL NOT RELY UPON, EITHER DIRECTLY OR INDIRECTLY, ANY
REPRESENTATION OR WARRANTY OF LESSOR OR ANY AGENT OF LESSOR.
LESSEE REPRESENTS THAT IT IS KNOWLEDGEABLE WITH RESPECT TO REAL
ESTATE AND THAT IT IS RELYING SOLELY ON ITS OWN EXPERTISE AND THAT
OF LESSEE'S CONSULTANTS AND THAT LESSEE WILL CONDUCT SUCH
INSPECTIONS AND INVESTIGATIONS OF THE PREMISES, INCLUDING, BUT NOT
LIMITED TO, THE PHYSICAL AND ENVIRONMENTAL CONDITIONS THEREOF,
AND SHALL RELY UPON SAID INSPECTIONS BY LESSEE, AND, UPON CLOSING,
SHALL ASSUME THE RISK THAT ADVERSE MATTERS, INCLUDING, BUT NOT
LIMITED TO, ADVERSE PHYSICAL AND ENVIRONMENTAL CONDITIONS, MAY
NOTHAVE BEEN REVEALED BY LESSEE'S INSPECTIONS AND INVESTIGATIONS.
LESSEE FURTHER ACKNOWLEDGES THAT LESSOR HAS NOT MADE AND DOES
NOT MAKE ANY WARRANTIES OR REPRESENTATIONS REGARDING: (1) THE
TRUTH OR ACCURACY OF ANY SURVEY OR STUDY AND/OR (2) THE
QUALIFICATIONS OR EXPERTISE OF THE RESPECTIVE PARTIES CONDUCTING
SAME AND THAT LESSOR HAS NOT UNDERTAKEN ANY INDEPENDENT
INVESTIGATION WITH RESPECT THERETO. LESSEE ACKNOWLEDGES AND
AGREES THAT LESSOR IS LEASING TO LESSEE, AND LESSEE IS ACCEPTING THE
PREMISES “AS IS, WHERE IS” WITH ALL FAULTS, AND LESSEE FURTHER
ACKNOWLEDGES AND AGREES THAT THERE ARE NO ORAL AGREEMENTS,
WARRANTIES OR REPRESENTATIONS, COLLATERAL TO OR AFFECTING THE
PREMISES BY LESSOR, ANY AGENT OF LESSOR OR ANY THIRD PARTY.
LESSOR IS NOT LIABLE OR BOUND IN ANY MANNER BY ANY VERBAL OR
WRITTEN STATEMENTS, REPRESENTATIONS, OR INFORMATION PERTAINING
TO THE PREMISES FURNISHED BY ANY REAL ESTATE BROKER, AGENT,
EMPLOYEE, SERVANT OR OTHER PERSON, UNLESS THE SAME ARE
SPECIFICALLY SET FORTH OR REFERRED TO HEREIN.

Quiet Enjoyment. Subject to the Permitted Title Exceptions and the terms and provisions
of this Lease, Lessor covenants, as against the claims of all Persons whomsoever claiming
by, through or under the Lessor, that Lessee shall have and enjoy throughout the Term the
exclusive and undisturbed possession of the Property, without hindrance, ejection or
molestation by any Person.

Possession of the Property. Actual possession of the Property under this Lease will be
delivered to Lessee upon the Commencement Date, subject only to the Permitted Title

Exceptions.
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ARTICLE III
TERM

The term (“Term”) of this Lease shall be a term of Fifty-five (55) years, commencing on the
Commencement Date and continuing thereafter until the fifty-fifth (55th) anniversary of the
Commencement Date unless extended by agreement of the parties or sooner terminated as herein

provided.

ARTICLE 1V
RENTAL

Annual Rent. Lessee shall pay over to Lessor for each and every year during the Term, net
over and above all taxes, assessments and other charges hereunder payable by Lessee,
Annual Rent (the “Annual Rent”) as hereinafter set forth.

@

(b)

(©)

From the Commencement Date through that date (the “Rent Escalation Date™) which
is the first to occur of: six (6) months after the date (the “Occupancy Date™) on
which a certificate of occupancy for the Improvements constituting the Project is
issued by the City of Dallas, or thirty (30) months after the Commencement Date,
the Annual Rent (the “Initial Annual Rent”) shall be $1,200,000.00, subject to
adjustment and payment in installments as hereinafter provided.

Commencing on the Rent Escalation Date and continuing through that date (the
“Stabilized Rent Date™) which is the first to occur of : thirteen (13) months after the
Occupancy Date, or thirty-seven (37) months after the Commencement Date, the
Annual Rent (the “Escalated Annual Rent”) shall be $1,600,000.00, subject to
adjustment and payment in installments as herein after provided.

Commencing on the Stabilized Rent Date and continuing through the Term of this
Lease, the Annual Rent (the”Stabilized Annual Rent™) shall be $2,000,000.00,
subject to adjustment and payment in installments as hereinafter provided.

Rent Adjustment. The Annual Rent shall be increased as hereinafter provided:

(a)

(b)

(©

The Initial Annual Rent shall be increased on the Commencement Date by the CPI
Factor, provided that the per annum increase shall not be less than two and one-half
percent (2.5%) nor more than five percent (5%). -

The Escalated Annual Rent shall be increased on the Rent Escalation Date by the CPI
Factor from the Option Date to the Rent Escalation Date, provided that the per
annum increase shall not be less than two and one-half percent (2.5%) nor more than
five percent (5%).

The Stabilized Annual Rent shall be increased on the Stabilized Rent Date by the CPI
Factor from the Option Date to the Stabilized Rent Date, provided that the per annum
increase shall not be less than two and one-half percent (2.5%) nor more than five
percent (5%).
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(d)  Commencing on the Stabilized Rent Date and continuing for the entire Term of this
Lease the Stabilized Annual Rent shall be increased for each next succeeding vear
of the term (a “Rent Year”) on each anniversary of the Stabilized Rent Date (the
“Rent Adjustment Date”) based upon the lesser of : (i) five percent (5%) per year or
(it) the CPI Factor determined by comparing the CPI in effect for the previous Rent
Adjustment Date to the CPI in effect on the current Rent Adjustment Date, multiplied
by the Annual Rent in effect on the previous Rent Adjustment Date.

43  Installment Payment of Rent. Lessee shall pay the Annual Rent in monthly installments
equal to one-twelfth (1/12) of the Annual Rent amount then in effect due and payable on or
before the first (1st) day of each month during the Term, with all payments of Annual Rent
pro-rated for the periods during which differing Annual Rents may apply; provided, however,
that Lessee shall have a grace period for the payment of such installments of Annual Rent
of five (5) business days for any two (2) monthly payments due during any calendar year, as
further provided in Section 8.1(a) hereof.

4.4  No Rent Reduction. Except as provided elsewhere under those provisions of this Lease
which specifically refer to rent reduction, Lessee shall not be entitled to any suspension,
abatement or reduction of rent, nor to the recovery of any sums for any loss or damage by
reason of noise, dust, or general inconvenience caused by construction or operations on other
property owned by Lessor in the immediate area of the Property.

ARTICLE V
LESSEE'S COVENANTS

Lessee hereby covenants with Lessor as follows:

5.1 Rent. Lessee will pay all Annual Rent and all other and additional payments due hereunder
as payments of rent (collectively, the “Rent™) hereunder to Lessor in lawful money of the
United States of America at the times and in the manner aforesaid, without deduction and
without any notice or demand, except as provided for herein, at the principal office of Lessor
provided in the preamble hereto or at such other address as Lessor shall designate in writing
from time to time.

5.2 Taxes And Assessments. Lessee will pay to each and every taxing authority before the
same become delinquent all real and personal property taxes and fees in lieu thereof and
assessments of every description to which the Premises or any part thereof is now or may
during the Term be assessed or become liable, whether assessed to or payable by Lessor or
Lessee; provided, however, that:

(a) With respect to any assessment made under any betterment or improvement law
which may be payable in installments, Lessee shall be required to pay only such
installments, together with interest on unpaid balances thereof as shall become due
and payable during the Term.
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(b)  Such taxes and fees shall be prorated as of the Commencement Date and the date of
expiration of the Term.

Any proceeding or proceedings for contesting the validity or amount of taxes,
assessments, or other public charges or impositions, or to recover back from any
levying authority any tax, assessment, charge or other imposition paid by Lessee as
hereinabove provided may be brought by Lessee, at Lessee's own cost and expense,
in the name of Lessor or in the name of Lessee, or both of them, as Lessee may deem
advisable; provided, however, that (i) any such proceeding shall be brought by Lessee
only after payment by Lessee as hereinabove provided of such taxes, assessments or
other charges or impositions if required by law as a condition to bringing such
proceeding, (it) Lessee shall provide notice of any such proceedings to Lessor, (iii) if
such proceedings are to take place in Lessor's name, Lessee shall give Lessor an
opportunity to reasonably object thereto, and (iv) Lessee shall provide Lessor with
copies of all documents associated with all proceedings involving Lessors' name.

o~
«©
’

{(d)  Ifany such proceeding to contest taxes is brought by Lessee, Lessee shall indemnify
and save harmless Lessor against any and all loss, costs or expenses of any kind that
may be incurred by or imposed upon Lessor in connection therewith.

{e) If Lessee elects to contest any such tax, assessment, charge or other imposition as
herein set forth, then and in such event Lessor agrees to reasonably cooperate and
assist Lessee in contesting the same, provided that all reasonable costs and expenses
of Lessor incurred in connection therewith shall be promptly paid by Lessee upon
demand, as additional Rent.

5.3 Delinquent Rent. If Lessee shall become delinquent in the payment of any Rent and the
delinquency shall continue for more than five (5) days after the expiration of any grace period
provided herein, Lessee shall also pay to Lessor, as additional Rent, an amount equal to five
percent (5%) of the Rent that has become delinquent; provided that if the Rent continues to
be delinquent and the delinquency extends beyond ten (10) days after written demand for
payment of the rent, the Lessee shall pay to Lessor, as additional Rent, an additional amount
equal to ten percent (10%) of the delinquent Rent.

54  Utility and Other Governmental and Quasi - Governmental Charges. Except as
otherwise provided in this Lease, Lessee will pay, before the same become delinquent, all
governmental and quasi-governmental utility charges, including, without limitation, water
and sewer charges, garbage collection charges and other charges and outgoings of every
description to which the Premises or any part thereof, or Lessor or Lessee in respect thereof,
may during the Term be assessed or become liable, whether assessed to or payable by Lessor

or Lessee.

5.5  Use of the Land. Lessee will use the Land only for the development, construction and
ownership of the Project, generally described herein, and specifically only for retirement
housing or a senior living community.
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5.6  Improvements Required by Law. Except as otherwise provided herein, Lessee will at
Lessee's own expense during the whole of the Term make, build, maintain and repair all

fences, sewers, drains, roads, curbs, sidewalks and parking areas which may be required by
law to be made, built, maintained and repaired upon, or on public property adjoining or in
connection with or for the use of, the Premises or any part thereof.

5.7 Observance of Laws. Lessee will at all times during the Term keep the Premises in a
strictly safe, clean, orderly and sanitary condition, and observe and perform all laws,
ordinances, rules and regulations now or hereafter made by any Governmental Authority and
applicable to Lessee's use of the Premises and said adjacent land or any improvement thereon
or use thereof, and will indemnify and hold harmless Lessor against all actions, suits,
damages and claims by whomsoever brought or made by reason of the nonobservance or
nonperformance by Lessee of said laws, ordinances, rules and regulations or of this covenant.

5.8  Repair, Maintenance and Restoration. Except as otherwise provided for herein with
respect to Lessee's rights to demolish the Existing Improvements or otherwise, Lessee will
at Lessee's own expense from time to time and at all times during the Term well and
substantially restore, repair, maintain, amend and keep all Improvements on the Land with
all necessary reparations and amendments whatsoever in good and safe repair, order and
condition, reasonable wear and tear and destruction by unavoidable casualty not herein
required to be insured against excepted, provided, however, that Lessee's obligation to
restore, maintain and repair the Improvements is limited to demolishing the Existing
Improvements and constructing on the Land Improvements which comply with the use
restriction contained in Section 5.5 hereof and maintaining such Improvements.

5.9  Inspection. Upon reasonable notice, Lessee will permit Lessor and its agents at all
reasonable times during the Term to enter the Premises and examine the state of repair and

condition of the Premises.

5.10 Construction and Alteration of Buildings. Lessee will not construct or place any
buildings or structures, including fences and walls, or other Improvements on the Land, nor
make or suffer any material additions to or structural alterations of the basic structure of any
buildings thereon, nor change the grading or drainage thereof, except under the supervision
of a licensed architect or structural engineer and in accordance with complete plans,
specifications and detailed plot plans thereof prepared by such an architect or structural
engineer and approved, as may be required, by appropriate Governmental Authorities.

(a) Prior to commencement of construction, Lessee will provide Lessor with copies of
all plans and specifications for construction of the Improvements to be constructed
by Lessor, solely for Lessor's information and not for Lessor's approval.

(b) Lessee shall commence demolition of the Existing Improvements within the first to
occur of (i) sixty (60) days after the Effective Date of this Lease or (ii) thirty (30)
days after the date on which all necessary approvals have been obtained from all
applicable Governmental Authorities and any and all court or administrative actions
blocking any such demolition are fully resolved in Lessee's favor and not subject to
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appeal, provided that Lessee shall promptly and diligently pursue all actions
necessary to obtain such approvals and such favorable court action.

(c) During the initial construction of the Improvements, Lessor and any architect,
engineer and other representative whom it may select to act for it, may, upon
reasonable notice and at reasonable times, inspect the Improvements in the course of
such construction and upon completion, and all work and materials as rendered and
installed. Lessee shall keep copies of all plans, shop drawings and specifications
relating to such construction on the building site and permit Lessor, its architects,
engineers and other representatives to examine them at all reasonable times. In the
event that during the construction of the Improvements, Lessor, or its architects,
engineers and other representatives, shall reasonably determine that the materials do
not substantially conform to the specifications or that the Improvements are not being
constructed substantially in accordance with the approved plans, prompt notice in
writing shall be given to Lessee, specifying in detail the particular deficiency,
omission or other respect in which it is claimed that the construction does not
conform with the plans and specifications. Upon the receipt of any such notice and
confirmation by Lessee of such non-conformance, Lessee shall take such steps as
shall be necessary to cause corrections to be made as to any deficiencies, omissions
or otherwise, and shall immediately remove such materials and replace such
construction and materials in accordance with said plans and specifications.

5.11 Liens. Lessee will not commit or suffer any act or neglect by which the Premises or estate
of Lessee therein shall at any time during the Term become subject to any attachment,
judgment, lien, charge or encumbrance whatsoever, including mechanics' and materialmen's
liens, except as herein expressly provided, and will indemnify, defend, save and hold Lessor
harmless from and against all loss, cost and expense with respect thereto (including
reasonable attorneys' fees). If any lien for work, labor, services or materials done for or
supplied to the Premises, regardless of who contracted therefor, is filed against the Premises,
Lessee shall, within sixty (60) days from the date of filing thereof, cause such lien to be
discharged of record, bonded off of the Land or otherwise stayed to the reasonable
satisfaction of Lessor.

5.12 Setback Lines. Lessee will observe any setback lines affecting the Premises as now or
hereafter established by any Governmental Authority having jurisdiction.

Insurance. At all times during the term, Lessee shall purchase and maintain, at Lessee's
expense, the following insurance, in amounts not less than those specified below or such
other amounts as may be required by the Bond Indenture as Lessor, Lessee and Lender may
from time to time agree upon, with insurance companies and on forms reasonably
satisfactory to Lessor and Lender:

(a) Commercial Property Insurance. Commercial property insurance covering the
Premises and all furniture, fixtures, machinery, equipment, supplies, inventory and
any other personal property owned and/or used in Lessee's use and occupancy of the
Premises, whether made or acquired at Lessee's or another's expense, in an amount
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equal to their full replacement cost at time of loss, without deduction for
depreciation, exclusive only of the replacement cost of excavation, foundations and
footings, and shall contain an Agreed Value Endorsement. Ali policies and
certificates of insurance required hereunder shall:

6y, contain a provision specifically naming the Lessor and Lessee's Lender as
additional insureds, as their interests may appear; and

(i)  be specifically endorsed to provide that any proceeds of any policy in excess
of $500,000.00, subject to annual CPT Adjustment as of each anniversary of
the Commencement Date of this Lease, shall be payable to a trustee as
required by the Bond Indenture or, if no such payment to a trustee is required
by the Bond Indenture, to a trust company, qualified under the laws of the
State of Texas, as shall be designated by Lessee, subject to the approval of
Lessor (which approval shall not be unreasonably withheld or delayed) as
trustee and escrow agent for the custody and distribution as herein provided
of all proceeds of such insurance (“Insurance Trustee”); Lessee shall pay all
fees and expenses of such Insurance Trustee in connection with its services.

(b) Builders and Installation Risk. Builders and installation “all risk” insurance while
the Premises or any part thereof are under demolition and construction and the
aggregate estimated cost of construction exceeds $100,000.00, written on the
Builders Risk Completed Value form (nonreporting full coverage), including
coverage on equipment, machinery, materials, etc. not yet installed but to become a
permanent part of the Improvements.

(©) Commercial General Liability. Commercial general liability or commercial general
liability and excess or umbrella liability insurance written on an “occurrence” form
covering the use, occupancy and maintenance of the Premises and all operations of
Lessee, including: Premises Operations; Independent Contractors; Products -
Completed Operations; Blanket Contractual Liability; Personal Injury; Fire Legal
Liability; elevator; and incidental medical malpractice liability, all pursuant to a
Commercial General Liability Policy form or its equivalent. Each policy and
certificate of insurance shall specifically:

(i) contain limits for such coverage which are not less than the following for the
specified categories: Bodily Injury and Property Damage Combined Single
Limit - $3,000,000 per occurrence, subject to $3,000,000 general aggregate
per policy year; $3,000,000 products and completed operations aggregate per
policy year; Personal Injury - $1,000,000 per person/organization per policy
year, subject to $3,000,000 general aggregate per policy year; Fire Legal
Liability $250,000 per fire, subject to $3,000,000 general aggregate per policy
year; no policy shall have a deductible amount in excess of $10,000 for any
one occurrence; and
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(iiy  provide the following: “This policy shall be considered to be primary liability
insurance which shall apply to any loss or claim before any contribution by
any insurance which Lessor, its employees and agents may have in force;”
and

(iii)  contain a provision specifically naming Lessor and Lessor's employees as
additional insureds, which additional insureds shall be protected as if they
were separately insured under a separate policy; provided, however, that such
policy shall not require the insurer to pay any amounts in excess of the
maximum limits stated herein.

(d) Worker's Compensation Insurance. Worker's Compensation Insurance as required
by Texas State Law.

(e) Umbrella Liability. To the extent not covered by the other policies required
hereunder, Umbrella Liability Insurance providing excess coverage over Commercial
General Liability, Employer's Liability, and Automobile Liability Insurance. The
Umbrella Liability policy shall be written on an “occurrence” form with a limit of
liability of not less than $10,000,000 per policy year, which may include coverage of
multiple projects, shall provide for a self-insured retention and/or deductible no
greater than $10,000, adjusted annually based upon the CPI Adjustment for the Lease
year then ending, and shall provide as follows:

® The policy and certificate of insurance shall contain a provision specifically
naming Lessor, and Lessor's employees and Lender as additional insureds,
which additional insureds shall be protected as if they were separately insured
under a separate policy; provided, however, that such policy shall not require
the insurer to pay any amounts in excess of the maximum limits stated herein.

(i)  If and to the extent such coverage is available at commercially reasonable
cost, the policy shall; (1) not specifically exclude coverage for punitive
damages or claims arising out of discrimination other than employment
related discrimination; (2) provide for defense expenses in addition to the
limit of liability stated in the policy; and (3) provide coverage for claims
resulting from alleged damage to the environment and damage or injury
caused by hazardous conditions, materials or substances.

(ii1)  All exclusions endorsed on the policy are to be shown on the certificate of
insurance and a copy of the exclusions attached thereto.

§3)] Payment and Performance Bonds. Payments and Performance Bonds in the full
amount of the work to be done, as required by the Bond Indenture, for the benefit of

Lessee, Lender and Lessor.

(2) Flood Insurance. Flood insurance as may be required by the Bond Indenture or
otherwise.
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(h) General Requirements for Insurance.

@ Each policy is to be written by an insurer licensed in the State of Texas with
a rating by A. M. Best Company, Inc. of A-VII or better and as otherwise
required by the Bond Indenture. In the event that such rating system is
altered or eliminated, then the insurer shall have a rating from a comparable
rating service, comparable to such A-VII rating.

(i)  If the limits of available liability coverage required herein become
substantially reduced as a result of claim payments, Lessee immediately, at
its own expense, shall purchase additional liability insurance to increase the
amount of available coverage to the limits of liability coverage required by
this Lease.

(1)  If the Improvements are destroyed or damaged by a risk covered by insurance
required by this Lease and the amount of the loss does not exceed FIVE
HUNDRED THOUSAND AND NO/100 DOLLARS ($500,000.00) (subject
to annual CPI Adjustment), Lessee, with the consent of Lender, may make the
loss adjustment with the insurance company insuring the loss. If the loss
exceeds FIVE HUNDRED THOUSAND AND NO/100 DOLLARS
($500,000.00), Lessee will not settle the loss without the express prior written
consent of Lessor and Lender, which consent of Lessor shall not be
unreasonably withheld or delayed.

(iv)  All policies are to be specifically endorsed to provide thirty (30) days' written
notice of cancellation for any reason [or ten (10) days' in the case of
nonpayment of premium}, coverage reduction, termination, non-renewal or
material change in the coverage, scope or amount of the policy, and ten (10)
days' written notice prior to lapse, which notice shall be delivered to Lessor.

v) All Certificates of Insurance shall specifically state that “the issuing company
will mail thirty (30) days' written notice of cancellation to the certificate
holder.”

(vi) At Lessor's written request, not more often than one time per year, Lessee
shall deliver to Lessor current copies of the insurance policies required by this
Section 5.13.

(vii)  To the extent that Lessee shall be unable, at a commercially reasonable cost
and with commercially reasonable exclusions and restrictions, to obtain any
insurance required by this Section 5.13, it promptly shall inform Lessor in
writing of that fact and of all relevant facts and circumstances and, unless
Lessor shall be able either (1) to locate or obtain such insurance for Lessee
at a commercially reasonable cost or (2) to devise a commercially reasonable
alternative form of assurance mutually acceptable to the parties acting in

-~
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good faith and with due regard for then-prevailing business practice among
prudent business persons with respect to similar risks, then Lessee shall not
be required to obtain such insurance. Lessee shall continue to make
reasonable, good faith efforts to obtain such insurance in connection with
each policy renewal period and shall keep Lessor reasonably informed of its
efforts.

(viii) Lessee shall add as additional insureds to the insurance policies required by
this Section 5.13 such other Persons as Lessor may from time to time
reasonably require, if such Persons may be so added at no additional cost.

Certificates of Insurance. Lessee will deposit promptly with Lessor and maintain
current certificates of all insurance required to be maintained by Lessee under this
Lease in Accord Form 27, or such other form as may be reasonably acceptable to
Lessor.

Waiver of Subrogation. Each of Lessor and Lessee hereby waives, on each party's
behalf and on behalf of its insurance carrier, any claim for loss or damage to tangible
and intangible property which one party might otherwise have against the other party
or its affiliates, arising out of any loss, injury or damage whatsoever, including loss
of income or other consequential loss or damage.

Adjustment and Adequacy of Coverage. Pursuant to the requirements of the Bond
Indenture, or, if the Bond Indenture does not so provide or provides for a less
frequent review, all insurance coverages required hereunder will be reviewed,
adjusted and revised at least each three (3) years during the term hereof, based upon
an insurance appraisal and update completed by a qualified insurance appraiser
selected or approved by Lender as provided in the Bond Indenture, or, if not so
provided, as may be selected by mutual agreement of Lessor and Lessee. Lessor, its
agents and employees make no representation that the limits of liability required to
be carried by Lessee pursuant to this Section 5.13 are adequate to protect Lessee. If
Lessee believes that any of such insurance coverage is inadequate, Lessee will obtain
and maintain in force such additional insurance coverage as Lessee deems adequate,
at Lessee's sole expense.

5.14 Loss or Damage to Improvements

(2)

Use of Insurance Proceeds. Subject to the provisions of this Section 5.14 and the
reasonable requirements of Lessee's Lender, in every case of loss or damage to the
Improvements, other than the Existing Improvements, (i) Lessee shall provide
Lessor with prompt written notice thereof and periodic updates as to the status of
insurance settlements and repairs, and (ii) all proceeds of any property casualty
insurance (excluding the proceeds of any rental value or use and occupancy insurance
of Lessee) shall be used with all reasonable speed by Lessee for rebuilding, repairing
or otherwise reinstating the Improvements in a good and workmanlike manner
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substantially according with the original plans and elevations thereof or to a modified
plan conforming to laws and regulations then in effect.

(b)  Disbursement of Insurance Proceeds. The Insurance Trustee shall hold any
insurance proceeds payable to it, as provided in Section 5.13(a) hereof, to be applied
to the cost of repair and restoration in accordance with the following:

) Lessee shall furnish to the Insurance Trustee and Lessor copies of any
contract or contracts which Lessee shall enter into for the making of such
restoration; or, if the restoration is to be done by Lessee, a copy of all
subcontracts made by Lessee in connection with such restoration and an
estimate of the cost thereof, both in stages and upon completion, which shal}
be certified by the Lessee's architect as being reasonably accurate.

(i)  Atthe end of each month or from time to time as may be agreed upon during
the progress of restoration, and upon the written request of Lessee after
compliance with the conditions set forth hereinbelow, the Insurance Trustee
shall pay to Lessee (or at the option of Lessee to the contractors and
materialmen of Lessee for the account of Lessee) out of such award, ninety
percent (90%) of the amount stated to be due. Until completion of the
restoration in full, an amount equal to ten percent (10%) of the amount stated
to be due shall be withheld by the Insurance Trustee unless Lessor, Lessee
and Lessee's Lender jointly agree to a reduction in the retention. The amount
so withheld (the “Retention™) shall be paid upon the completion of the
restoration.

(1if) At the time of each request for advance by Lessee, and as a condition
precedent thereto, Lessee shall submit to the Insurance Trustee and Lessor
copies of a certificate signed by Lessee and Lessee's architect not more than
thirty (30) days prior to such request, in the form of AIA form G706,
Certificate for Payment, or such other form as may be agreed upon by Lessee
and Lessor.

(iv) At the completion of the restoration and following disbursement of the final
advance to Lessee required to complete the payment of restoration costs, any
portion of the award remaining shall be paid by the Insurance Trustee to
Lessee, subject to Lessor's rights pursuant hereto and Lender’s rights pursuant
to the Bond Indenture. In no event, however, shall the Insurance Trustee be
liable for any amount in excess of the amounts so received and held in trust.

(c) Lessor's Inspections. During any restoration, Lessor and any architect, engineer
and other representative whom it may select to act for it, may, upon reasonable notice
and at reasonable times, inspect the Improvements in the course of such restoration
and upon completion, and all work and materials as rendered and installed. Lessee
shall keep copies of all plans, shop drawings and specifications relating to such
restoration on the building site and permit Lessor, its architects, engineers and other

GROUND LEASE 15 10587_6 (38213/017)



Case 22-30659-mvi11l Doc 1202-% Filed 02/18/23 Entered 02/18/23 28:28:68 Desc
Exlikhibit- 528t Pafadé 4598 92

representatives to examine them at all reasonable times. In the event that during the
restoration of the Improvements, Lessor, or its architects, engineers and other
representatives; shall determine that the materials do not substantially conform to the
specifications or that the Improvements are not being restored substantially in
accordance with the approved plans, prompt notice in writing shall be given to
Lessee, specifying in detail the particular deficiency, omission or other respect in
which it is claimed that the restoration does not conform with the plans and
specifications. Upon the receipt of any such notice, Lessee shall take such steps as
shall be necessary to cause corrections to be made as to any deficiencies, omissions
or otherwise, and shall immediately remove such materials and replace such
construction and materials in accordance with said plans and specifications.

5.15 Indemnity. Lessee will indemnify and hold Lessor harmless from and against any and all
claims and demands for loss or damage, including property damage, personal injury and
wrongful death, arising out of or in connection with the use or occupancy of the Premises by
Lessee or any other person under Lessee, or any accident or fire on the Premises or any
nuisance made or suffered thereon (except to the extent caused by the negligence or willful
misconduct of Lessor or its agents, employees, or licensees), or any failure by Lessee to keep
the Premises in a safe condition, and will reimburse Lessor for all Lessor's costs and
expenses, including reasonable attorneys' fees incurred in connection with the defense of any
such claims, provided, however, Lessor shall indemnify and hold Lessee harmless from and
against any and all claims and demands for loss or damage, including property damage,
personal injury and wrongful death, or any accident or fire on the Premises or any nuisance
made or suffered thereon, arising out of or in connection with or caused by the negligence
or willful misconduct of Lessor or its agents, employees, or licensees and will reimburse
Lessee for all Lessee's costs and expenses, including reasonable attorneys' fees incurred in

connection with the defense of any such claims.

5.16 Reimbursable Expenses

(2) Lessor's Expenses. Lessee will pay to Lessor, within thirty (30) days after the date
of the giving of notice to Lessee containing statements therefor, all reasonable costs
and expenses paid or incurred by Lessor, but required to be paid by Lessee under any
provision hereof or paid or incurred by Lessor in enforcing any of Lessee's covenants
herein contained, in remedying any breach thereof, in recovering possession of the
Premises or any part thereof pursuant hereto, in collecting or causing to be paid any
delinquent Rent, taxes or other charges hereunder payable by Lessee, or in connection
with any action or proceeding (other than condemnation proceedings) commenced
by or against Lessee to which Lessor shall without fault be made a party. All of
Lessor's expenses provided in this Section 5.16(a) shall constitute additional Rent
and, if not paid when due, shall bear interest at the Default Interest Rate from the date
due until paid in full.

(b) Enforcement Expenses. Should Lessor or Lessee reasonably retain counsel for the

purpose of enforcing or preventing the breach of any provision of this Lease,
including but not limited to instituting any action or proceeding to enforce any
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provision hereof for damages by reason of any alleged breach of any provision of this
Lease, for a declaration of such party's rights or obligations hereunder or for any
other judicial remedy, then tiic prevailing party shall be entitled to be reimbursed by
the other party for all costs and expenses reasornably incurred in connection
therewith, including but not limited to reasonable attorney's fees for the services
rendered to such prevailing party.

5.17  Assignment. Except as in this Lease expressly provided, Lessee shall not assign or
mortgage this Lease without the prior written consent of Lessor. Any assignment without
Lessor's prior express written consent, including Lessor’s consent contained herein, shall be

void.

(a) Consent to Assignment. Lessor shall respond to any request for its consent to an
assignment of this Lease within thirty (30) days following Lessor's receipt of all
financial statements, documents or other information reasonably necessary for Lessor
to make its determination. If Lessor shall fail to approve or disapprove a request for
consent within such thirty (30) day period, Lessor's disapproval shall be conclusively
presumed.

(b) Assumption of Lease. Any permitted assignment of this Lease shall be specifically
made and therein expressly stated to be made subject to all terms, covenants and
conditions of this Lease, and the assignee therein shall expressly assume and agree
to all such terms, covenants and conditions.

(c) “Assignment” Defined. The term “assignment” as used in this Lease shall mean
and include (i) one or more sales or transfers by operation of law or otherwise by
which an aggregate of more than fifty percent (50%) of (A) the total capital stock of
a corporate lessee, (B) the total partnership interests of a general partnership lessee,
(C) the total beneficial interests of a trust lessee, (D) the interest in the general
partner of a limited partnership lessee or, if there is more than one general partner,
fifty percent (50%) of the interests in all such general partners in the aggregate, shall
become vested in one or more Persons who or which are not stockholders, partners
or beneficiaries thereof, either legally or equitably, as of the Commencement Date
or as of the date of Lessee's subsequent acquisition of this Lease by assignment, or
(i) a transfer of the membership of a nonprofit corporation, or the creation of
membership potential or units in a nonprofit corporation previously not having
membership, or the issuance of stock or other certificates, units or other intangible
contractual rights which provide for any type of voting power to the holders in which
voting rights allow the election of all or any member of the board of directors or
trustees, or allow the control of all or any part of the management or the policies of
the nonprofit corporation; provided that ownership of such capital stock, partnership
interests and beneficial interests shall be determined in accordance with the
principles enunciated in Section 544 of the Internal Revenue Code of 1986; further
provided that the foregoing definition shall not apply with respect to a corporate
lessee whose capital stock is listed on a recognized stock exchange.
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(d) Assignment In Violation Of Section Is Void. Except as otherwise expressly
provided in this Lease, no assignment or other transfer of this Lease other than in
accordance with this Section 5.17, whether voluntary or involuntary, by operation of
law, under legal process, through receivership or bankruptcy or otherwise, shall be
valid or effective. Should Lessee attempt to make or suffer to be made any
assignment or other transfer of this Lease or any interest herein except as permitted
by this Section 5.17, or in Article VII herein, or should any right or interest of Lessee
under this Lease be attached, levied upon or seized under legal process and the same
shall not be released within sixty (60) days thereafter, or, if incapable of being
released within said sixty (60) day period, action for the release thereof commence
within said sixty (60) day period and thereafter diligently prosecuted, then any of the
foregoing events shall be deemed a default under this Lease. Lessor's consent to an
assignment or other transfer of this Lease shall not constitute a waiver or release by
it of any of the provisions of this Section, all of which shall apply to each successive
assignment or other transfer, if any, and be binding upon each and every
encumbrancer, assignee, transferee, subtenant and other successor in interest of
Lessee.

Subletting. Lessee will not, except as provided herein or without the prior written consent
of Lessor, rent, sublet or part with possession of the Land or any part thereof.
Notwithstanding the foregoing, Lessee may, without the consent of Lessor and without the
payment of additional rent, enter into life care contracts or sublet, rent or license residential
apartments, rooms, living spaces in the Improvements and ancillary commercial uses
reasonably related to the occupancy thereof, provided that the purpose of any such
agreement is consistent with Section 5.5 of this Lease and the form of the sublease, license,
life care contract, concession or rental agreement shall be commercially reasonable and
consistent in all material respects with the terms and provisions of this Lease. Lessee upon
request therefor promptly shall deliver a true copy of any such sublease or rental agreement
to Lessor. The fees charged from time to time to Residents of the Project in connection with
the issuance of life care contracts and any maintenance fees and other periodic charges shall
be reasonably calculated to be sufficient to cover Lessee's monetary obligations to the
Residents, to Lessee’s Lender and to Lessor.

Utilities. Lessee shall be solely responsible for obtaining all necessary electricity, sewer,
water and other utility services. Lessor will, at Lessee’s request and without payment of
additional consideration, grant easements for the construction and installation of all necessary
utility services and for drainage to the providers of such services over, across or under the

Land.

Surrender. Except as otherwise provided herein, upon the expiration of the Term or earlier
termination of this Lease, Lessee will peaceably deliver up to Lessor possession of the
Premises, including all Improvements on or above the surface of the Land, by whomsoever
made, in good and safe repair, order and condition, ordinary wear and tear excepted. Lessor
may, at Lessor's option, require Lessee to remove any Improvements not in good and
substantial condition and repair all damage to the Land resulting from such removal. Lessee
shall leave the Premises in a clean and orderly condition free of all debris and of any
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Hazardoys Materials at termination. Upon the expiration of the Term or earlier termination
of this Lease, Lessee may not remove or cause to be removed and shall leave all of the
movable furniture, furnishings and trade fixtures installed in or on the Premises, or any other
items the removal of which would result in substantial and permanent damage tc the
Premises. Any such property or Improvements that are not removed from the Premises
within thirty (30) days after the termination or expiration of this Lease shall thereafter belong
to Lessor without the payment of any consideration therefor. Upon the expiration of the
Term or earlier termination of this Lease, Lessee shall execute, acknowledge and deliver to
Lessor (if requested) a proper instrument in writing, releasing and quitclaiming to Lessor all
right, title and interest of Lessee in and to the Premises. The foregoing covenants of Lessee

shall survive the expiration of the Term.

5.21 Holdover. If Lessee, with the permission of the Lessor, remains in possession of the
Premises after the expiration of the Term, Lessee shall be deemed to occupy the Premises
only as a tenant from month-to-month, subject to all of the terms, covenants, conditions and
provisions of this Lease, including rent, which are not inconsistent with a month-to-month
tenancy. For any period during which Lessee may retain possession of the Premises without
the permission of the Lessor or after receipt of notice of the cancellation of this Lease, the
Rent payable by Lessee to Lessor for each month (or fraction thereof in excess of ten.(10)
days during such period), shall be equal to one hundred and fifty percent (150%) of the
monthly Rent then in effect for the last full Rent Year prior to termination of this Lease.

5.22 Waste or Unlawful Use. The Lessee will not make or suffer any waste or any unlawful,
improper or offensive use of the Premises or any act or gross negligence by which the
Premises or any interest therein shall become liable to seizure, attachment or unpermitted
lien. Upon Lessor's receipt of reasonably reliable information that the Premises have
suffered waste not remedied by Lessee or are being used for any unlawful or illegal purposes
or acts that Lessor reasonably determines could result in criminal or civil forfeiture of all or
any portion of the Premises to the United States or the State of Texas, Lessor shall have the
right to give notice of Lessor's demand on Lessee to cure such condition, and Lessor's intent
to act if Lessee does not cure such condition, to Lessee and, if Lessee does not cure such
condition within thirty (30) days after the date of such notice to Lessee, or commence to cure
such condition within thirty (30) days after the date of such notice to Lessee and thereafter
diligently pursue such cure to completion, Lessor may elect by a written notice delivered to
Lessee and Lessee's Lender as provided herein, either (a) to take all such action as it
reasonably shall deem necessary and appropriate to stop such waste or such illegal activity
and secure the Premises against forfeiture, in which event all reasonable costs and expenses
of Lessor's actions shall be payable by Lessee hereunder as additional Rent, or (b) to declare
this Lease in default.

5.23 Environmental Protection.

(a) Hazardous Materials. As used in this Lease, the term “Hazardous Materials”
means any substance which:
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(1) is flammable, explosive, radioactive, toxic, corrosive, infectious,
carcinogenic, mutagenic, or otherwise hazardous and is regulated by any
Governmental Authority, or,

(i)  contains asbestos, organic compounds known as polychlorinated biphenyls,
chemicals known to cause cancer or reproductive toxicity, or petroleum,
including crude oil or any fraction thereof, or

(i)  contains medical waste, including syringes, controlled substances, blood and
blood products, urine and urine samples, fecal matter and other toxic,
infectious, polluted or contaminated substances; or

(iv)  is classified as a pollutant, contaminant, hazardous waste, hazardous
substance, hazardous material, or toxic substance under the Solid Waste
Disposal Act, 42 U.S.C. §§ 6901 et seq.; the Comprehensive Environmental
Response, Compensation and Liability Act, 42 U.S.C. §§ 9601 et seq.; the
Hazardous Materials Transportation Act, 49 U.S.C. app. §§ 1801 et seq.; the
Clean Water Act, 33 U.S.C. §§ 1251 et seq.; the Clean Air Act, 42 U.S.C. H
7401 et seq.; the Toxic Substances Control Act, 15 U.S.C. §§ 2601 to 2655;
the Safe Drinking Water Act, 42 U.S.C. §§ 300f to 300j; the Emergency
Planning and Community Right to Know Act of 1986, 42 U.S.C. §§ 11001
to 11050; and any similar federal, state and local laws, statutes, ordinances,
codes, rules, regulations, orders or decrees relating to environmental
conditions, industrial hygiene or Hazardous Materials in, on, under or upon
the Premises, now in effect or hereafter adopted, published and/or
promulgated (collectively, the “Hazardous Materials Laws”).

(b) Restriction on Use of Hazardous Materials. The Lessee shall not cause or permit
any Hazardous Material to be processed, used, stored in or about, or disposed of or
upon, or transported to or from, the Premises unless (i) such material is used in the
ordinary course of Lessee's operations on the Premises, or (ii) the Lessee has obtained
the prior written consent of the Lessor, including such consents as may be contained
herein, and (iii) the processing, use, storage, disposal or transporting is strictly in
accordance with Hazardous Materials Laws.

() Remediation of Release of Hazardous Materials. If any spill, leak or release of
any Hazardous Materials occurs on the Premises as a result of acts or omissions of
Lessee, its employees, agents, contractors or Residents which either (i) is a violation
of applicable Hazardous Materials Laws or (ii) is required to be reported to
Governmental Authorities having jurisdiction over Hazardous Materials releases,
Lessee promptly shall notify all appropriate Governmental Authorities and Lessor,
and, at no cost to Lessor, shall fully and promptly comply with all governmental
orders, requirements, rules and regulations with respect thereto. Within ten (10) days
after any such spill, leak or release, Lessee shall provide Lessor with a reasonably
detailed written description of the event and of Lessee's investigation and remediation
efforts to date. Within ten (10) days after receipt, Lessee shall provide Lessor with
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a copy of any report or analytical results relating to any such spill, leak or release.
Should Lessee be required to remove any portion of the Premises as having become
contaminated, then, whether ur not so required by Governmental Authorities, Lessee
shall either replace the removed portion of the Premises (such as soil) with
uncontaminated material of substantially the same character as existed prior to
contamination or otherwise accommodate such removal. Lessee shall operate the
Premises in a manner designed to prevent the occurrence of any such spill, leak or
release. Notwithstanding the foregoing, the obligation of Lessee hereunder shall in
no case apply to any Hazardous Materials spilled, leaked, released or discharged by
Lessor or any agent, employee or contractor of Lessor. In the event that a discharge
or release of Hazardous Materials is not discovered until after (or is to be remediated
following) expiration or termination of the Term, Lessee shall coordinate, supervise
and pay for all investigation and remediation efforts and shall be granted reasonable
access at reasonable times to conduct such investigations, testing and remediation
efforts as are required by this Section.

(d) Underground Storage Tanks. Lessee shall not install or operate on the Premises,
any underground storage tank, as defined by 42 U.S.C. § 6991 or any rule or
regulation issued pursuant to such statute or other rules or regulations of any
applicable Governmental Authority, without the prior written consent of Lessor.

(e) Compliance with Governmental Requirements. Lessee shall comply with all

requirements of all Governmental Authorities from time to time applicable to the
handling by Lessee of any Hazardous Materials on the Premises. If any of said
requirements shall be inconsistent with each other, Lessee shall comply with the most
stringent requirement.

® Permits and Approvals. Lessee shall obtain in advance and maintain without
interruption, all governmental permits or approvals required for the use, storage or
handling of any Hazardous Materials permitted by this Lease for Lessee's use in
connection with its permitted business, use and occupation of the Premises. Within
ten (10) days after receipt, Lessee shall provide Lessor with a copy of each such
permit or approval. Where a plan for remediation is required, Lessee shall not
commence operations or construction of any Improvements relating thereto until such
remediation plan has been approved by appropriate Governmental Authorities and
Lessee has provided evidence reasonably satisfactory to Lessor of its ability to fund
the estimated cost of implementing such plan. Lessee shall comply with the terms
and conditions of each permit or approval.

(2 Notice of Actions. Lessee shall promptly advise Lessor in writing of (i) any and all
enforcement, cleanup, removal, mitigation or other governmental or regulatory action
of which Lessee receives written notice and which is instituted, contemplated or
threatened pursuant to any Hazardous Materials Laws affecting the Premises; and (ii)
all claims made or threatened by any third party against Lessee or the Premises of
which Lessee receives written notice and which relate to damage, contribution, cost
recovery, compensation, loss or injury resulting from any Hazardous Materials; and
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(1ii) Lessee's discovery of any occurrence or condition on the Premises which
reasonably could subject Lessee or the Premises to any restrictions on ownership,
occupancy, transferability or use of the Premises under any Hazardous Materials
Laws. (As used in the preceding sentence, “discovery” shall mean actual knowledge
of Lessee, its agents or employees.) Within ten (1 0) days after receipt, Lessee shall
provide to Lessor a copy of any written notice of actual violation, complaint or other
communication initiating any governmental enforcement action against Lessee for
any alleged violation of law or other governmental requirement relating to the use,
handling or storage of Hazardous Materials. Thereafter, within ten (1 0) days of
receipt or transmission, Lessee shall provide Lessor with a copy of all material
communications received by Lessee from, or sent by Lessee to, any Governmental
Authority relating to such enforcement action.

Access to Records and the Premises. At reasonable times and after reasonable
notice (1) Lessor may inspect any records maintained by Lessee relating to Lessee's
compliance or noncompliance with the provisions of this Section 5.23 of this Lease,
and (11) if, and only if, Lessor has reasonable cause to believe Lessee has breached
this Section 5.23, and provides written notice of such reasonable cause to Lessee as
provided herein and Lessee does not respond in writing within thirty (30) days
thereafter, Lessor may enter the Premises to conduct any reasonable test, inspection
or environmental audit of the Premises or Lessee's operation or use of the Premises
to determine Lessee's compliance or noncompliance with the provisions of this
Section 5.23. If Lessor's test, inspection or environmental audit determines that
Lessee has breached this Section 5.23, Lessee will pay the cost of any such
inspection, as additional Rent.

Pre-Surrender. Not less than two (2) years, nor more than three (3) years prior to
the end of the Term, Lessor, at Lessor's cost, may have the Premises inspected and
tested as described below. Such inspection and testing shall not include tests that
would cause any material damage to the Improvements or materially interfere with
Lessee's conduct of its business on the Premises. Such inspection and testing shall
be conducted by a qualified and experienced independent inspector (the
“Independent Inspector”) selected by Lessor and approved by Lessee, which
approval shall not be unreasonably withheld or delayed. The Independent Inspector
shall report its professional opinion concerning whether the Premises satisfies all
Hazardous Materials Laws. The Independent Inspector's report shall be prepared at
Lessor's expense and shall be addressed and delivered to both Lessor and Lessee. In
the event that the Independent Inspector reports that the Premises does not satisfy all
Hazardous Materials Laws, Lessor shall develop and submit to Lessee prior to the
end of the Term a proposed written plan for any further testing desired by Lessor and
for any cleanup of the Premises which Lessor believes to be required, together with
a schedule for accomplishing such testing and cleanup before the end of the Term.
Lessee may then retain its own independent inspector, who shall work with Lessor's
Independent Inspector and any and all applicable Governmental Authorities to arrive
at an agreed upon plan of remediation. Upon such agreement, Lessee, at its cost shall
take such actions as are reasonably necessary to bring the Premises into material
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compliance with all applicable Hazardous Materials Laws, and the Independent
Inspector shall report the results of the cleanup to Lessor and Lessee. If Lessee fails
to fully and timely perform or cause to be performed such cleanup, Lessor may do so
at Lessee’s expense. The Independent Inspector's report shall be an informed
professional opinion and not a warranty or guarantee on the part of the Independent
Inspector.

) Vacating the Premises. Upon Lessee vacating the Premises: (i) Lessee shall have
removed and disposed of all Hazardous Materials present on the Premises (except for
reasonable quantities of ordinary and lawful supplies referred to above); All such
removals, repairs and remediation shall be at Lessee's sole cost and expense; and (ii)
until the Independent Inspector renders its opinion that the Premises materially
satisfies all Hazardous Materials Laws and all costs therefor have been paid or
reimbursed by Lessee, together with interest thereon, if any, the Premises and this
Lease shall not be deemed surrendered and Lessee shall continue to pay Annual Rent
on the Premises as set forth in Section 5.21 hereof for occupancy of the Premises
without the permission of Lessor.

(k)  Environmental Indemnification. Lessee shall defend with counsel reasonably
approved by Lessor, indemnify and hold harmless Lessor, its agents and employees,
from and against any and all claims, charges, actions, suits, liabilities, obligations,
fines and penalties (including, without limitation, claims for property damage,
personal injury and wrongful death, foreseeable and unforeseeable consequential
damages, punitive damages to the extent permitted by law, costs of investigation,
removal, response and remediation, natural and environmental resource damage,
governmental administrative actions, and reasonable attorneys' and consultants’ fees
and expenses), by whomsoever made and howsoever asserted which arise out of,
whether directly or indirectly, or relate, whether in whole or in part, to any of the
following: (i) any release or discharge of Hazardous Materials on the Premises for
which Lessee is responsible under the provisions of this Lease; or (ii) any violation
by Lessee, its employees, agents or contractors, of Hazardous Materials Laws on the
Premises; or (iii) any release or discharge, including without limitation any migration
or emanation, of any Hazardous Materials from the Premises into the surrounding
lands, air and water. (Collectively, “Environmental Claims™) provided however that
Lessee's foregoing indemnification of Lessor against Environmental Claims shall not
include any such release, discharge, violation, migration or emanation attributable to
any act or omission of Lessor, its agents, employees, contractors and affiliates or not
at the direction or behest of Lessee (collectively, “Non Contributory Environmental
Claims”), and Lessor shall indemnify, defend with counsel reasonably approved by
Lessee, and hold harmless Lessee from and against any and all such Non
Contributory Environmental Claims.

O Survival. The obligations of the parties under this Section 5.23 shall survive any
termination or expiration of this Lease and any conveyance by Lessor or Lessee of
their respective interests in the Premises. No release of Lessee in connection with
any such termination, expiration or conveyance shall effect a release of Lessee's

GROUND LEASE 23 10587_6 (88213/017)



Case 22-30659-mvi11l Doc 1202-% Filed 02/18/23 Entered 02/16/23 28:30:88 Desc
Extiikhibit 32Brt Pafadd 5838 92
obligations under this Section, unless such release makes specific reference to the
obligations of Lessee under this Section.

ARTICLE V1
CONDEMNATION

In case at any time or times during the Term, the Premises or any part thereof shall be
required, taken or condemned, other than for failure of Lessee to comply with applicable codes,
statutes and regulations, by any authority having the power of eminent domain, then and in every
such case the parties hereby mutually agree as follows:

6.1 Termination of Lease and Rights to Compensation. The estate and interest of Lessee in

the Premises so required, taken or condemned shall at once cease and terminate and (a)
Lessee shall not by reason thereof be entitled to any claim against Lessor or others for
compensation or indemnity for the Land, (b) all compensation and damages payable for or
on account of the Land shall be payable to and be the sole property of Lessor, (c) all
compensation and damages payable with respect to the Existing Improvements shall be
payable to and be the sole property of Lessor, and (d) all compensation and damages payable
for or on account of any Improvements constructed by Lessee on the Land shall be divided
between Lessor and Lessee as of the date when Lessee loses the right to possession thereof,
according to the ratio that the then expired and unexpired portions, respectively, of the entire
Term (as though continued to its natural expiration) bear to the sum of said portions, except
that Lessee's share of the award as to Improvements constructed by Lessee shall not be less
than the lesser of: (i) the aggregate unpaid balances of all loans secured by authorized
leasehold mortgages existing as of the date of such taking, or (ii) the total award attributable
to the taking, provided that Lessee pays all such sums to Lessee's Lender, to the extent of
amounts owed to such Lender.

6.2  Rent Reduction. If any portion of the Essential Area of the Premises, which shall mean
those areas shown as the “Essential Areas” on Exhibit “D” attached hereto and made a part
hereof, is taken or condemned and this Lease is not terminated, the Annual Rent payable for
the remainder of the Term shall be reduced in the ratio that the fair market value of the Land
so taken bears to the fair market value of the Land existing immediately prior to such event.

6.3 Election to Terminate. If more than thirty percent (30%) of the area of the Land, or the
usable area of the Improvements, is taken or condemned, or if the area so taken or
condemned shall render the remaining Land unsuitable or economically impractical for the
Lessee's purposes under this Lease, Lessee at its option, exercisable upon written notice to
Lessor given within sixty (60) days after such taking, may surrender this Lease to Lessor, in
which event (a) any and all condemnation proceeds from the condemnation of the
Improvements shall be used to repay Lessee's Lender, to the extent of Lessee's obligations
to such Lender, and thereafter the balance, if any, shall belong to Lessor, (b) all interest of
Lessee and Lessee's Lender in the compensation and damages payable on account of any
Improvements on the Land not taken or condemned shall belong to and be the sole property
of Lessor, (c) Lessee may claim and recover from the condemning authority all compensation
and damage to its business or property not subject to this Lease, and to any inventory,
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furnishings, equipment and trade fixtures and the cost of restoration or removal of the
foregoing property, (d) Lessor shall prepare and Lessee, Lessor and Lessee's Lender shall
promptly execute and deliver such instruments as reasonably shall be deemed necessary by
Lessor to evidence such surrender, (e) Lessee shall not be entitled to any other compensation
or payment whatsoever by Lessor on account of such taking and surrender, and (f) upon such
surrender of the Lease, Lessee shall be relieved of any further obligations hereunder.

64  Partial Condemnation. In all events of partial condemnation, the proceeds of any award
for Improvements and/or severance damages for the Improvements, shall be allocated
between Lessor and Lessee as of the date Lessee loses the right of possession to the portion
of the Premises so taken or condemned. The allocation shall be according to the ratios that
the then expired and unexpired portions, respectively, of the entire Term bear to the sum of
such portions; provided, however, that in no event shall Lessee's share of the Improvements
proceeds be less that the lesser of : (a) the amount which results from the sum of (i) the
aggregate unpaid balance of all authorized leasehold mortgage loans as of the date of such
partial taking multiplied by a fraction, (A) the numerator of which is the sum of (1) total
value of the Improvements as of the date of such taking minus (2) the total value of the
Improvements immediately following the taking, and (B) the denominator of which is the
total value of the Improvements as of the date of such taking, provided that Lessee pays all
such sums to Lessee's Lender, to the extent of amounts owed to such Lender; plus, (ii) the
reasonable cost of any reasonable and necessary corrective work to the Improvements
resulting from the taking; or (b) the total compensation or damages awarded for the
Improvements and the Land.

6.5  Leasehold Condemnation. The condemnation of any leasehold interest in the Premises or
any part thereof shall not terminate this Lease nor excuse Lessee from full performance of
its covenants for the payment of money or any other obligations hereunder capable of
performance by Lessee, but in such case Lessee may claim and recover from the condemning
authority all compensation and damages payable on account of its leasehold interest,
including such compensation and damages as may be separately awarded or recoverable by
Lessee in its own right on account of any damage by reason of condemnation to its business,
its business or property not subject to this Lease, any furniture, furnishings, equipment and
trade fixtures on the condemned premises, and the cost of relocation or removal thereof, If
the compensation payable to Lessee by the condemning authority in any such event is less
than Lessee's payment obligations hereunder, such payment obligations hereunder shall be
reduced to the amount of compensation payable to Lessee. In the event the condemning
authority shall fail to keep the Premises in the state of repair required by this Lease, or to
perform any other covenant not calling for the payment of money, Lessee shall have ninety
(90) days after the restoration of possession to Lessee within which to carry out Lessee's
obligations under such covenant or covenants or, if such performance cannot reasonably be
completed within said ninety (90) day period, Lessee shall have a reasonable time to perform
such obligations, provided that it commences promptly and diligently prosecutes such
performance.
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ARTICLE V11
PERMITTED MORTGAGES

7.1 Lessee's Right to Mortgage Leasehold Estate. Lessee may from time to time, without

further consent of Lessor, assign Lessee's Leasehold Estate and this Lease by way of
mortgage, which mortgage shall be an “approved” or “authorized” mortgage for the purposes
hereof, to secure any mortgage loan made to Lessee by any bank, insurance company,
bondholder or other established lending institution as a mortgagee or to an institutional
trustee (each, a “Lender”) who acts as mortgagee for the benefit of holders of public bonds
issued in connection with the construction of the Improvements, additions to the Project, or
the refinancing, advance refunding, defeasance or other satisfaction of the Bond Indenture
or any other financing which complies herewith, provided that: (a) Lessee notifies Lessor
in writing in advance as to each such proposed assignment, (b) the proceeds of the loan are
used solely for investment in the Project or additions or improvements thereto and for no
other purpose whatsoever, (c) upon execution of any such assignment or mortgage, a copy
thereof shall be delivered promptly to Lessor, and (d) except as provided in this Article VII
of this Lease, no other or further assignment of this Lease for which any provision hereof
requires the written consent of Lessor shall be made without such consent.

7.2 Lender's Rights. Notwithstanding any provision of this Lease to the contrary and without
the need to obtain any consent or approval from Lessor, the Lender or its assigns may enforce
such an approved mortgage and acquire title to the Leasehold Estate created by this Lease
in any lawful way, and pending foreclosure of an approved mortgage (or pending sale of this
Lease in lieu of foreclosure of such mortgage), may take possession of and rent the Premises,
and upon succeeding to the title of Lessee in the Leasehold Estate through foreclosure thereof
(or upon assignment in lieu of foreclosure thereof), may without further consent of Lessor
sell and assign the Leasehold Estate by assignment in which the assignee shall expressly
assume and agree to observe and perform all the covenants of Lessee herein contained and
such assignee may make a purchase money mortgage of this Lease to the assignor or to any
bank, insurance company, other established lending institution or commercial trustee as fully
as Lessee could do so hereunder, provided that upon execution of any such assignment, a
copy thereof shall be delivered promptly to Lessor, that any purchase money mortgage meet
the conditions contained in clauses (a)through (c) of Section 7.1 above and that except
pursuant to this Article, no other or further assignment of this Lease for which any provision
hereof requires the written consent of Lessor shall be made without such consent. The
Lender or its assignee shall be liable to perform the obligations herein imposed on Lessee
only during the period such person has possession or ownership of the Leasehold Estate.
Nothing contained in any mortgage shall release or be deemed to relieve Lessee from the full
and faithful observance and performance of its covenants herein contained or from any
liability for the nonobservance or nonperformance thereof, nor be deemed to constitute a
waiver of any rights of Lessor hereunder, and the terms, covenants and conditions of this
Lease shall control in case of any conflict with the provisions of any mortgage.

7.3 Protection of Lender. During the continuance in effect of any mortgage of this Lease
authorized by Section 7.1 above, Lessor will not terminate this Lease because of any default
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on the part of Lessee to observe or perform any of the covenants or conditions herein
contained if the Lender or its assigns, within one hundred twenty {(120) days after Lesscr has
mailed (not earlier than the expiration of Lessee's right to cure the default under this Lease

to the Lender or its assigns at the last known address thereof a written notice of Lessor's
intention to terminate this Lease for such cause, shall cure such default if the same can be
cured by the payment of money, or, if such is not the case, shall undertake in writing to
perform and shall thereafter pay all rent and other charges as and when due under this Lease
and perform all other covenants of this Lease capable of performance by the Lender or its
assigns until such time as this Lease shall be sold upon foreciosure of such mortgage
commenced promptly and completed with due diligence. Any default (a) consisting of
Lessee's failure promptly to discharge any lien, charge or encumbrance against the Premises
junior in priority to such mortgage or (b) which is otherwise not susceptible to cure by
Lender except upon obtaining possession of the Premises or foreclosure, shall be deemed to
be duly cured if such mortgage shall be foreclosed by appropriate action instituted within
said one hundred twenty (120) day period and thereafter prosecuted in a diligent and timely
manner. Lessor agrees that, simultaneously with mailing or delivering any notice of default
or breach under or with respect to this Lease to Lessee, Lessor will mail or deliver a copy
thereof to each and every Lender at such address of which Lessor may be notified in writing.

7.4  Assumption and Rejection. In consideration of Lessor's agreement to the “New Lease”
provisions in favor of Lender contained in Section 7.5 below, each Lender shall, by accepting
its mortgage, be deemed to undertake and agree for the benefit of Lessor that, if at any time
a bankruptcy proceeding shall be commenced concerning Lessee and/or the Leaschold Estate,
such Lender shall, within the statutory time period or any extension thereof provided under
Section 365 of the Bankruptcy Code for the rejection or assumption of leases, use its
reasonable efforts to diligently and in good faith obtain or cause Lessee/Lender and/or
Lessee/Lender's trustee in bankruptcy to obtain: (a) an extension of the period during which
this Lease may be assumed or rejected; or (b) an abandonment of the Leasehold Estate with
the approval of the bankruptcy court pursuant to Section 554 of the Bankruptcy Code, as
amended; or (¢) an assumption of this Lease pursuant to Section 365 of the Bankruptcy Code,

as amended.

7.5  Lender's Right to a New Lease. In the event that, notwithstanding the Lender's compliance
with the provisions of Section 7.4 above, this Lease shall terminate prior to the natural
expiration of the Term, as a result of an actual or deemed rejection of this Lease under any
provision of the Bankruptcy Code (Title 11, United States Code) or any successor law having
similar effect, then, and in any such event, such Lender (or the Lender holding a first
mortgage if more than one) or its nominee or designee shall thereupon have the option to
obtain a new lease (“New Lease”) of the Premises in accordance with and upon the following

terms and conditions:

(a) Lessor's Obligation to Enter into New Lease. Within sixty (60) days after Lender
has delivered to Lessor written request for a New Lease (such written request to be
delivered to Lessor within sixty (60) days after Lender receives from Lessor written
notice of the actual or deemed rejection of this Lease), Lessor shall enter into a New
Lease of the Premises with such Lender, or its assignee or designee, as provided in
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Section 7.5(b) immediately below; provided, however, that if Lessor receives no such
written request within said sixty (60) day period, then all of Lender's rights to a New
Lease hereunder shall automatically terminate.

New Lease Terms. Such New Lease shall be effective as of the date of the actual
or deemed rejection of this Lease and shall be for the remainder of the Term at the
same Annual Rent, additional rent and other charges herein provided and otherwise
upon the same agreements, terms, covenants and conditions contained herein, except
that the New Lease shall also include an additional indemnity paragraph under the
terms of which Lessee shall indemnify and hold Lessor harmless from and against
ali claims, demands or liability whatsoever by whomsoever made for loss or damage
arising out of or in connection with the issuance of the New Lease and will promptly
reimburse Lessor for its costs and expenses, including reasonable attorney's fees,
incurred in connection with the defense of any such claims. The New Lease issued
hereunder shall have the same relative priority in time and rights as this Lease and
have the benefit of and vest in the Lender (or Lender holding a first mortgage if more
than one) all of the same rights, title, interest, powers and privileges of Lessee under
this Lease. The New Lease shall, subject to the same agreements, terms, covenants
and conditions contained herein, also demise to Lender or its designee all
Improvements and appurtenances situated on the Premises, together with all
equipment, fixtures and machinery therein.

New Lessee's Obligations. As a condition to and concurrently with delivery of such
New Lease, the lessee named therein shall pay any and all sums which would at the
time of the execution thereof be due under this Lease but for the rejection as
aforesaid, shall otherwise fully remedy any existing defaults under this Lease
susceptible of cure by such lessee, and shall pay to Lessor all amounts due to Lessor
hereunder and all costs and expenses of Lessor incurred in connection with the
enforcement of Lessor's rights hereunder, including, but not limited to, any insurance
premiums paid or incurred by Lessor in order to maintain the insurance coverage
required under the terms of this Lease, and the reasonable attorneys' fees, court costs
and disbursements incurred by Lessor by reason of the actual or deemed rejection of
this Lease and in connection with the preparation, execution and delivery of such
New Lease. Any curable default which cannot be cured by such lessee until it
obtains possession shall be cured by the lessee within a reasonable time, subject to
extension for Force Majeure Events, after it obtains possession.

Lender's Right to Assign New Lease. Lender, or its affiliate, if it or its affiliate is
the initial lessee under the New Lease, may assign such New Lease to any assignee
of its choice which is approved by Lessor, which approval shall not be unreasonably
withheld or delayed, and shall thereupon be released from all liability for the
performance or observance of the covenants and conditions in such New Lease
contained and on the lessee's part to be performed and observed from and after the
date of such assignment, provided that a certified copy of such assignment shall be
promptly provided to Lessor and that the assignee therein shall expressly assume and
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agree to observe and perform all of the covenants of Lessee contained in said New
Lease.

7.6 NoMerger. Ownership by or for the same person of both the fee and Leaschold Estate in
the Premises shall not affect the merger thereof without the prior written consent of any
mortgagee of either of such estates to such merger. There shall be no merger of the
Leasehold Estate with the fee estate in the Premises by reason of the fact that one Leasehold
Estate may be held directly or indirectly by or for the account of any person who shall also
hold directly or indirectly the fee estate, or any interest therein, nor shall there be any such
merger by reason of the fact that all or any part of the Leasehold Estate may be conveyed or
mortgaged to a mortgagee who shall also hold directly or indirectly the fee estate in the
Premises or any interest of Lessor under this Lease.

7.7  Surrender and Amendment. No surrender (except a surrender upon the natural expiration
of the Term or upon termination of this Lease by Lessor pursuant to the provisions hereof)
by Lessee to Lessor, of this Lease, the Leasehold Estate or any part thereof or interest therein
shall be valid or effective without the prior written consent of any then-subsisting record
Lender of whose interest Lessor shall have been given written notice in accordance with the
terms of this Lease. This Lease shall not be amended or modified in any way that reasonably
may be deemed or construed to affect the material rights and obligations of any Lender which
is a then-subsisting record mortgagee of whose interest Lessor shall have been given written
notice in accordance with the terms of this Lease unless such mortgagee shall give its written
consent thereto.

ARTICLE VIII
DEFAULTS AND REMEDIES

8.1 Events of Default. Lessee shall be in default under this Lease upon the occurrence and
continuance of any of the following events (each, an “Event of Default”™):

() Payment of Rent. If Lessee shall fail to pay any Rent or any part thereof when due,
provided that Lessor shall give Lessee written notices of non-payment of said Rent
with respect to each of the first two (2) occasions of such non-payment in each
calendar year of the term hereof, together with a period of five (5) business days after
such notice to cure any such failure, prior to the existence of an Event of Default, or

(b)  Payments other than Rent. If Lessee shall fail to observe and perform faithfully
any of Lessee's covenants or agreements herein contained performable by the
payment of money to persons other than Lessor (other than the payment to Lessor of
amounts paid by Lessor to others as provided herein, which payments shall be
payments of Rent) and such default shall continue for thirty (30) days (or such other
and longer applicable cure period as may be in this Lease expressly provided) after
a statement therefor given by the obligee to Lessee, unless Lessee shall have taken
steps in good faith in such period to remedy the same and is continuing to so act with
respect thereto with diligence and continuity reasonably satisfactory to Lessor, or
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(c) Breach of Other Agreement. If Lessee shall fail to observe or perform faithfully
any of Lessee's other covenants or agreements herein contained and such default shall
continue for thirty (30) days (or such other applicable cure period as may be in this
Lease expressly provided) after written notice thereof given by Lessor to Lessee
unless Lessee shall have taken steps in good faith within such period to remedy the
same and is continuing to act with respect thereto with diligence and continuity
reasonably satisfactory to Lessor, or

(D Abandonment of Premises. If Lessee shall abandon the Premises, or

(e) Attachment. If this Lease or any estate or interest of Lessee hereunder shall be sold
under any attachment or execution, other than to a Lender or purchaser at foreclosure
as provided herein.

8.2  Remedies. Upon the occurrence of any one or more of the Events of Default, Lessor may,
at its election, subject to and conditioned upon the rights of any lender as provided in
Article VII or any other provision hereof, terminate this Lease, or terminate Lessee's right to
possession only, without terminating the Lease. Upon termination of the Lease, or upon any
termination of the Lessee's right to possession without termination of the Lease, Lessee shall
surrender possession and vacate the leased premises immediately, and deliver possession
thereof to Lessor, and hereby grants to Lessor the full and free right, without demand or
notice of any kind to Lessee (except as hereinabove expressly provided for), to enter into and
upon the leased premises in such event, with or without process of law, and to repossess the
leased premises at Lessor's former estate, and to expel or remove Lessee and any others who
may be occupying or within the leased premises, without being deemed in any manner guilty
of trespass, eviction, or forcible entry or detainer, without incurring any liability for any
damage resulting therefrom, and without relinquishing Lessor's rights to rent or any other
right given to Lessor hereunder or by operation of law. Upon termination of the Lease,
Lessor shall be entitled to recover, as damages, all rent and other sums due and payable to
Lessor on the date of termination, plus (1) an amount equal to the rent and other sums
provided herein to be paid by Lessee for the residue of the stated term hereof on the dates
originally fixed herein for payment thereof, and (2) the cost of performing any other
covenants to be performed by Lessee. If Lessor elects to terminate Lessee's right to
possession only, without terminating the Lease, the Lessor may, at Lessor's option, enter into
the leased premises, remove Lessee's signs and other evidence of tenancy, and take and hold
possession thereof as hereinabove provided, without such entry and possession terminating
the Lease or releasing Lessee, in whole or in part, from Lessee's obligations to pay the rent
hereunder for the full term or from any other of its obligations under this Lease, subject to
the offset of all sums received by Lessor from any reletting. Lessor may, but shall be under
no obligation so to do, relet all or any part of the leased premises for such rent and upon such
terms as shall be satisfactory to Lessor (including the right to relet the leased premises for
a term greater or lesser than that remaining under the Lease term, the right to relet the leased
premises as a part of a larger area, and the right to change the character or use made of the
leased premises). For the purpose of such reletting, Lessor may decorate or make any
repairs, changes, alterations or additions in or to the leased premises that may be necessary
or convenient. If Lessor does not relet the leased premises, Lessee shall pay to Lessor on
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demand damages equal to the amount of the rent and other sums provided herein to be paid
by Lessee for the remainder of the Lease term. If the leased premises are relet and a
sufficient sum shall not be realized from such reletting after paying all of the expenses of
such decorations, repairs, changes, alterations, additions, the expenses of such reletting, and
the collection of the rent accruing therefrom (including, but not by way of limitation,
attorneys' fees and broker's commissions), to satisfy the rent and other charges herein
provided to be paid for the remainder of the Lease term, Lessee shall pay to Lessor on
demand any deficiency, and Lessee agrees that Lessor may file suit to recover any sums
falling due under the terms of this section from time to time. In no event shall Lessor or its
assigns be entitled to recover any punitive, exemplary, or consequential damages against
Lessee. Lessor hereby waives any right it has for the recovery of such damages.

8.3  Nomn-Waiver. Acceptance of rent by Lessor shall not be deemed a waiver by it of any
breach by Lessee of any covenant herein contained or of Lessor's right to re-enter for breach
of condition. Waiver by Lessor of any breach by Lessee shall not operate to extinguish the
term, covenant or condition, the breach whereof has been waived, nor be deemed to be a
waiver of Lessor's right to declare a forfeiture for any other breach thereof.

ARTICLE IX
MISCELLANEOUS

9.1 Approval and Consent. Except as expressly provided herein, no approval or consent of
Lessor required by any provision hereof shall be unreasonably or arbitrarily withheld, delayed
or conditioned. Lessor shall use its reasonable best efforts to cooperate with Lessee in
expediting all reasonable requests for approval or consent, and, if such approval or consent
is refused, Lessor shall so state in writing and give its reasons therefor; provided, however,
that in those instances wherein Lessor has reserved the arbitrary right to grant or withhold
its consent or approval, no reason need be given. if Lessor shall fail to so approve or
disapprove any request for approval or consent within thirty (30) days after the date on which
notice of such request is given to Lessor as provided herein, together with documents and
information reasonably necessary for Lessor to determine such matter (or within such other
time as Lessor and Lessee shall mutually in writing agree), such request shall be deemed
approved and such consent shall be deemed given.

9.2 Assumption of Risk. Lessee assumes all risk of loss or damage to furnishings, furniture,
fixtures, equipment, supplies, merchandise and other property, by whomsoever owned, which
is stored or placed on the Premises and does hereby agree that Lessor shall not be responsible
for any loss or damage to any such property other than as a result of the gross negligence or
wilful misconduct of Lessor or Lessor's agents, contractors, employees or affiliates and not
at the direction or behest of Lessee, and Lessee hereby agrees to indemnify and save harmless
Lessor from and against any and all claims for such loss or damage, except for damage
attributable to Lessee as specified.

93 Modification of Lease. At Lessee's request, in the event a modification of this Lease is

necessary to secure mortgage financing for the construction of the Improvements from any
Lender, Lessor will agree to modify this Lease to the extent reasonably necessary to secure
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such financing, provided that such modifications will not result in any lengthening of the
Term nor adversely affect in any material respect any rights of Lessor under this Lease.

9.4  Cancellation Net Merger. The voluntary or other surrender of this Lease by Lessee, or a
mutual cancellation hereof, or the termination hereof by Lessor pursuant to any provision
contained herein, shall not work a merger, but at the option of Lessor shall either terminate
any or all existing subleases or subtenancies hereunder, including, without limitation, any life
care contracts, or operate as an assignment to Lessor of any or all of such subleases or
subtenancies, including, without limitation, life care contracts. Nothing herein contained
shall be deemed or construed to require Lessor under any circumstances to assume or accept
assignment of any life care contracts nor to permit attornment or any holding over by the
hoiders thereof.

9.5 Notices . Any notice, demand or other communication (in this section, collectively,
“notice”) to Lessor, Lessee or Lender provided for or permitted by this Lease shall be given
in writing (unless otherwise expressly provided), and may be: (a) mailed by United States
registered or certified mail, return receipt requested, addressed to such party at its post office
address herein specified or the last such address designated by such party in writing to the
other; or (b} delivered personally to any officer of the party to be notified, if such party is
a corporation or any general partner of a party to be notified if such is a partnership, as the
case may be; or (c) sent by overnight delivery, addressed to the party to be notified at the
address hereinafter specified. Any such written notice shall be deemed received at the time
of such personal delivery, or at 5:00 P.M. on the third business day after being deposited with
the United States mail as aforesaid, or on the business day after deposit thereof with an
overnight courier delivery service, as the case may be.

Lessor: Intercity Investment Properties, Inc.
ATTN: Edwin B. Jordan, Jr.
4301 Westside Drive
Dallas, Texas 75209

Lessee:

Lender;

9.6  Construction. This Lease is the product of extensive negotiations in which Lessor and
Lessee are represented by legal counsel of their choice. Lessor and Lessee enter into this
Lease freely and after consultation with counsel and other professional advisors. Neither
Lessor nor Lessee is acting under duress or compulsion. Accordingly, neither Lessor nor
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Lessee shall be deemed the drafter of this Lease and neither this Lease nor any provision
hereof shall be construed against either Lessor or Lessee as drafter.

9.7 No Partnership Intended. Lessor and Lessee agree that Lessor in no event and for no
purpose is a partner of Lessee in the conduct of any of its businesses or other affairs or joint
ventures or members of a joint enterprise with Lessee. The relationship of the parties is that

of landlord and tenant.

9.8  Governing {.aw and Venue. This Lease and all of its provisions shall be governed by and
construed in accordance with the law of the State of Texas other than that which would
require reference to the law of another jurisdiction. The venue for any action with respect
to this Lease shall be in Dallas County, Texas.

9.9  Waiver of Jury Trial. Lessor and Lessee each hereby voluntarily and knowingly waive and
relinquish its right to a trial by jury in any action, proceeding or counterclaim brought by
either against the other as to any matter whatsoever arising out of or in any way connected
with this Lease.

9.10 TimeIs Of The Essence. Time is expressly declared to be of the essence of this Lease and
the performance and observance of all of the terms, covenants and conditions of this Lease.

9.11 Memorandum of Lease. Lessee shall not record this Lease without the prior written
consent of Lessor, which consent Lessor may arbitrarily withhold; provided, however, that
concurrently with the execution of this Lease, Lessor and Lessee shall join in the execution
of a memorandum of this Lease (the “Memorandum™) for the purpose of recordation in the
form attached hereto as Exhibit “C” and made a part hereof and such Memorandum shall
be promptly recorded in the Real Property Records of Dallas County, Texas in connection
with the inception hereof.

9.12 Captions and Headings. The captions and headings of the Articles, Sections and
subsections of this Lease are inserted only for convenience and reference and shall in no way

define, expand or limit the scope or intent of any provisions of this Lease.

9.13  Copies. Wherever in this Lease it is provided that Lessor or Lessee shall provide a copy of
any instrument, document or report, the copy shall be full, true and complete, with all of its
exhibits, appendices and schedules. The recipient also shall be entitled to receive a copy of
any matter cross-referenced or referred to in any instrument, document or report required to

be given it hereunder.

9.14  Estoppel Certificates. Each party will, from time to time upon reasonable written request
therefor from the other party or its Lender(s) or mortgagee(s), furnish to the other party or
its Lender or mortgagee an estoppel certificate duly executed and acknowledged and
certifying (a) that the Lease is unmodified and in full force and effect or if the Iease has been
modified, is in full force and effect as modified and identifying the modifications; (b)
whether or not there is, to such party's knowledge, then any default of this Lease by the other
party or, to the party's knowledge, any condition which with the passage of time or delivery
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of notice would become a default, and, if so specifying, the nature thereof, (c) the dates to
which rent and any other charges payable under the Lease have been paid; and (d) such other
information as may reasonably be requested. Lessor and Lessee will furnish their estoppel
certificates without any charge.

9.15 Lease Prior To Any Mortgages Or Security Interest On Fee. At all times while this
Lease remains in effect, the Lease and the Leasehold Estate established under this Lease shall
be prior and superior to any mortgages or other security interests granted by Lessor on
Lessor's fee simple interest in the Land.

9.16  Lessor's Representations and Warranties. Lessor represents and warrants to Lessee,
which representations and warranties shall survive the commencement of this Lease, that the
person signing this Lease on behalf of Lessor is authorized to do so, that Lessor has full right
and authority to enter into this Lease, and that the execution, consent or acknowledgment of
no other person is necessary in order to validate the execution of this Lease by Lessor. Upon
full execution, this Lease shall be valid, legally binding and enforceable against Lessor
according to the terms of this Lease.

9.17 Lessee's Representations and Warranties. Lessee represents and warrants to Lessor,
which representations and warranties shall survive the commencement of this Lease, that
the person signing this Lease on behalf of Lessee is authorized to do so, that Lessee has full
right and authority to enter into this Lease, and that the execution, consent or
acknowledgment of no other person is necessary in order to validate the execution of this
Lease by Lessee. Upon full execution, this Lease shall be valid, legally binding and
enforceable against Lessee according to the terms of this Lease.

9.18 Entire Agreement, Binding Effect. This Lease and those provisions of the Option
Agreement continuing thereunder as provided therein and those leases and service contracts

to be assumed by Lessee hereunder constitute a complete integration of all prior agreements
between Lessor and Lessee and the entire agreement of Lessor and Lessee, and supersedes
all oral and written agreements and understandings made and entered into by the parties or
their agents. Except as herein otherwise provided, no subsequent alteration, amendment,
change or addition to this Lease shall be binding upon Lessor or Lessee unless reduced to
writing and signed by each of them. This Lease shall be binding upon and inure to the
benefit of the Lessor and Lessee and their respective successors and assigns or permitted
assigns. Whenever the term “Lessee” shall refer to more than one person or entity, the
covenants and agreements of the Lessee shall be jointly and severally binding upon each such
person or entity.

Lessor:

INTERCITY INVESTMENT PROPERTIES, INC.

By:
Edwin B. Jordan, Jr.
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Lessee:

Name:
Title:

GROUND LEASE 35
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EXHIBIT “A”
TO
GROUND LEASE

The Land

TRACTI

Being Lots 1 thru 7, Block 8/5464 of PRESTONVILLE, an Addition to the City of DALLAS,
DALLAS County, Texas, according to the Plat thereof recorded in Volume 12, Page 83, Map

Records, DALLAS County, Texas.

TRACT I

Being Lots 1 thru 8, Block 9/5464 of PRESTONVILLE, an Addition to the City of DALLAS,
DALLAS County, Texas, according to the Plat thereof recorded in Volume 12, Page 83, Map

Records, DALLAS County, Texas.

Provided, if abanidonment is successful and the Owner acquires title to the alleyways and part of
Beauregard Drive, both within the above described area, the portion thereof abandoned by the City
of Dallas and acquired by Owner shall be a part of the Land subject to lease.

(TO BE REPLACED WHEN THE LAND IS REPLATTED)

GROUND LEASE EXHIBIT "A" 10587_6 (88213/017)
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EXHIBIT “B”
TO
GROUND LEASE

Permitted Exceptions

GROUND LEASE EXHIBIT "B"
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EXHIBIT «“C”
TO
GROUND LEASE

Ground Lease Memorandum

GROUND LEASE EXHIBIT "C"
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EXHIBIT “D”
TO
GROUND LEASE

Essential Areas

GROUND LEASE EXHIBIT "D"
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DECLARATION OF RESTRICTIONS

STATE OF CALIFORNIA §
§ KNOW ALL MEN BY THESE PRESENTS
COUNTY OF MARIN §

WHEREAS, THE NEW HAMILTON PARTNERSHIP, L.P. a Delaware limited partnership
("Declarant"), is the owner of record of that certain tract of real property more particularly described
on Exhibit "A" attached hereto and made a part hereof (the "Restricted Property”);

WHEREAS, COURTYARD MANAGEMENT CORPORATION, a Delaware corporation
("Owner"), is the owner of record of that certain tract of real property adjacent to the Restricted
Property (the "Adjacent Property") which is more particularly described on Exhibit "B" attached
hereto and made a part hereof’ and,

WHEREAS, Owner purchased the Adjacent Property on the condition that Declarant would
place certain restrictions against the Restricted Property as hereinafter set forth, which restrictions
are intended to benefit Owner and its successors-in-interest as owners of the Adjacent Property.

NOW, THEREFORE, for and in consideration of the premises, the sufficiency of which is
hereby acknowledged by Declarant, Declarant does hereby publish, declare and impose the following
restrictions upon the Restricted Property:

1. For a period of five (5) years from and after the date on which Owner commences
operation of its lodging facility on the Adjacent Property, the Restricted Property shall not be used
for hotel, motel or any other type of transient lodging purposes, except any such use by Marriott
International, Inc. or any subsidiaries thereof.

2. The restrictions set forth herein shall be deemed to be "covenants running with the
land" and shall burden the Restricted Property for the benefit of Owner and its successors-in-interest
as owners of the Adjacent Property.

DECLARATION OF RESTRICTIONS - Page 1 15409_1 (38738/019)
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IN WITNESS WHEREOF, Declarant has executed this Declaration of Restrictions as of the
day of 1997,
DECLARANT:

THE NEW HAMILTON PARTNERSHIP, L.P.,
a Delaware limited partnership

By:
Name:
Title:
ACKNOWLEDGMENT
STATE OF §
§
COUNTY OF §
On , before me, the undersigned, a Notary Public in and for said County
and State, personally appeared __. personally known to me

(or proved to me on the basis of satisfactory evidence) to be the person(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies) and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed this instrument.

Witness my hand and official seal.

Signature:

DECLARATION OF RESTRICTIONS - Page 2 15409_1 (88738/019)
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EXHIBIT "A"

DECLARATION OF RESTRICTIONS - Exhibit "A" 15409_1 (88738/019)
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Exhibit “C”
Title Policy Commitment
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GROUND LEASE OPTION AGREEMENT

[awyerslitle [nsurance (orporation

NATIONAL HEADQUARTERS
RICHMOND, VIRGINIA

COMMITMENT FOR TITLE INSURANCE

THE FOLLOWING COMMITMENT FOR TITLE INSURANCE IS NOT VALID UNLESS YOUR NAME
AND THE POLICY AMOUNT ARE SHOWN IN SCHEDULE A AND OUR AUTHORIZED REPRE-
SENTATIVE HAS COUNTERSIGNED BELOW.

We, LAWYERS TITLE INSURANCE CORPORATION will issue our title insurance policy or policies
(the Policy) to You (the proposed insured) upon payment of the premium and other charges due, and
compliance with the requirements in Schedule B and Schedule C. Our Policy will be in the form
approved by the Texas Department of Insurance at the date of issuance, and will insure your interest
in the land described in Schedule A. The estimated premium for our Policy and applicable
endorsements is shown on Schedule D. There may be additional charges such as recording fees,

expedited delivery expenses.

The Commitment ends ninety (90) days from the effective date, unless the Policy is issued sooner,
orfailure to issue the Policy is our fault. Ourliability and obligations to you are under the express terms
of this Commitment and end when this Commitment expires.

JawyersTitle [nsurance (grporation

By: W
AMERICAN TITLE COMPANY %ﬂ’”& a oo
residen

6029 Beltline Road @ Preston, Suite 250
Dallas, TX 75240

Charles S. Badgett * Carole M. Badgett Attest: %K / %5%“

Phone: 972/789-8400 Fax: 972/789-8029
Secretary.

CONDITIONS AND STIPULATIONS

If you have actual knowledge of any matter which may affect the titie or mortgage covered by this
Commitment, that is not shown in Schedule B, you must notify us in writing. If you do not notify
us in writing, ourliability to you is ended or reduced to the extent that yourfailure to notify us affects
our liability. If you do notify us, or we learn of such matter, we may amend Schedule B, but we
will not be relieved of liability already incurred.

it

Our liability is only to you, and others who are included in the definition of Insured in the Palicy
to be issued. Our liability is only for actual loss incurred in your reliance on this Commitment to
comply with its requirements or to acquire the interest in the land. Our liability is limited to the
amount shown in Schedule A of this Commitment and will be subject to the following terms of the
Policy: Insuring Provisions, Conditions and Stipulations, and Exclusions.

R

42-31 COVER (1-1-93) 1-031-42065
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LAWYERS TITLE INSURANCE CORPORATION

COMMITMENT FOR TITLE INSURANCE
- SCHEDULE A

Case No. 97 BC 445017-W (00004)
Effective Date of Commitment: July 17, 1997, 8:00 o'clock a.m.
Issue Date: August 8, 1997
1. The Policy or policies to be issued are:

(2) OWNER POLICY OF TITLE INSURANCE (Form T—l% .
{Not applicable for improved one-to-four family residential real estate)

Policy Amount: TO BE DETERMINED
Proposed Insured: TO BE DETERMINED

(b) TEXAS RESIDENTIAL OWNER POLICY OF TITLE INSURANCE
——ONE-TO-FOUR FAMILY RESIDENCES (Form T-1R)
Policy Amount: $
Proposed Insured:

(c) MORTGAGEE POLICY OF TITLE INSURANCE (Form T-2)

Policy Amount: §
Proposed Insured:

Proposed Borrower:

(d) MORTGAGEE TITLE POLICY BINDER ON INTERIM CONSTRUCTION LOAN (Form T-13)

Binder Amount: §
Proposed Insured:

Proposed Borrower:

(e) OTHER:

Policy Amount: §
Proposed Insured:

2, The interest in the land covered by this commitment is:
FEE SIMPLE

3. Record title to the land on the Effective Date appears to be vested in:
CORRIGAN PROPERTIES, INC., a Texas corporation

4, Legal description of land:
See Exhibit A attached hereto and made a part hereof for all purposes.

Page 2-Schedule A (Rev. 1-1-93) Valid only if Schedule B And C
DoC# 1 And Ccver Page are Attached

Case No. 97 BC 445017-w (00004)
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LAWYERS TITLE INSURANCE CORPORATION
EXHIBIT A

TRACT I

Being Lots 1 thru 7, Block 8/5464 of PRESTONVILLE, an Addition to the City
of DALLAS, DALLAS County, Texas, according to the Plat thereof recorded in
Velume 12, Page 83, Map Records, DALLAS County, Texas.

TRACT II

Being Lots 1 thru 8, Block 9/5464 of PRESTONVILLE, an Addition to the City
of DALLAS, DALLAS County, Texas, according to the Plat thereof recorded in
Volume 12, Page 83, Map Records, DALLAS County, Texas.

Case No. 97 BC 445017-W (00004) poc# 1
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LAWYERS TITLE INSURANCE CORPORATION
SCHEDULE B
EXCEPTIONS FROM COVERAGE

In addition to the Exclusions and Conditions and Stipulations, your Policy will
not cover loss, costs, attorney's fees, and expenses resulting %rom:

1. The followin?.restrictive covenants of record itemized below(We must either
insert specilic recording data or delete this exception):

ITEM 1 OF SCHEDULE B IS HEREBY DELETED IN ITS ENTIRETY.

2. Any discrepancies, conflicts, or shortages in area or boundary lines, or
any encroachments or protrusions, or any overlapping of improvements.

3. Homestead or community property or survivorship rights, if any of any
spouse of any insured. (Applies to the Owner Policy only.)

4. Any titles or ri?hts asgerted by anyone, including, but not limited to,
persons, the public, corporations, governments or other entities,

a. to tidelands, or lands comprising the shores or beds of navigable or
perennial rivers and streams, lakes, bays, gulfs or oceans, or

b. to lands beyond the line of the harbor or bulkhead lines as established
or changed by any government, or

c. to filled-in lands, or artificial islands, or
d. to statutory water rights, including riparian rights, or

e. to the  area extend;ng from the line of mean low tide to the line of
vegetation, or the rights of access to that area or easement along and

across the area.

(Applies to Owner Policy only.)
5. Standby fees, taxes and assessments by any taxing authority for the year

1997 , and subsequent years, and subsequent taxes and assessments bK any
taxiflg authority for prior years due to change in land usage or ownership

6. The terms and conditions of the documents creating your interest in the

land.
7. Materials furnished or labor performed in connection with lanned
construction before SLgnlng and delivering the lien document described in
Schedule A, if the land is part of the homestead of the owner. (Applies to

the Mort?agee Title ?olic¥ Binder on Interim Construction Loan only, and
may be delefed if satisfactory is evidence to us before a binder is issued.)

8. Liens and leases that affect the title to the land, but that are
subordinate to the lien of the insured mortgage. (Applies to Mortgagee

Policy only.)

9. The following matters and all terms of the documents creating or offering
evidence of the matters (We must insert matters or delete this exception.):

Rights of parties in possession. (Owner's Title Policy only)

i0. Lease of laundry facilities granted to UNITED COIN METER COMPANY, INC. by
instrument dated March 31, 1576, filed May 19, 1976, recorded in Volume
76097, Page 2079, Deed Records, DALLAS County, Texas.

- Affects Tract I.

11. The following easement(s) and/or building lines, as shown on plat recorded
in Volume 12, Page 83, Map Records, DALLAS County, Texas, to-wit:

( CONT. ON SCH. B, PAGE 2)

Page 3-Schedule B (Rev. 1-1-93) Valid only if Schedule A And C
DoC# 1 And Cover Page are Attached
case No. 97 BC 445017-W (00004)
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LAWYERS TITLE INSURANCE CORPORATION
SCHEDULE B (page 2)

a. 25 foot building line along the East property 1li
Block 8/5464. ° d property line of Lots 2, 4, 6,

b. 25 foot building line along the North property 1i
23 ioof hutlc g g prop y line of Lots 1 and 2,

c. 25 foot building line along the West propert roperty 1li £
1, 3,75 and 7, Block 8/5464. - Property property line of Lots

d. 25 foot building line along the South property 1i t i
OF Lots 6 and 7. Block 8/5364. property line property line

- Affects Tract I.

The following easement(s) and/or building lines, as shown on plat record
in Volume 12? Page 83, Map Records, DALLgS COunéy, Texas, to—git: orded

a. 25 foot building line along the East propert roperty 1li fL
2, 4, 6 and 8, glock 9/5462. S Y Prop ¥ ine o ots

b. 25 foot building line along the North propert roperty li
Lots 1 and 2, Block 9/5464? property property line of

¢. 25 foot building line_ along the West propert roperty line of
tots 1, 3, 5 and 7, Block §/5464. property property i

d. 25 foot building line along the South propert roperty line of
Lots 7 and 8, B%ock 9/5464. Property property

- Affects Tract II.

Right of Entr granted to WARNER AMEX CABLE COMMUNICATIONS, INC. by
instrument dated December 2, 1981, filed June 23, 1982, recorded in Volume
82123, Page 0112, Deed Records, DALLAS County, Texas.

- Affects both Tracts.

Rights of tenants in possession, as tenants only, under any unrecorded
rental or lease agreements.

Rights of the gublig, the State of Texas and the municipality in and to
that portion of subject property, if any, lying within ghe boundaries of
any roadway, public or private.

Easements, or claims of easements, which are not recorded in the public
records. (Owner's Title Policy oniy)

Any and all matters which would be shown on a current, correct survey of
the property.

4~Schedule B (Rev. 1-1-93) Valid only if Schedule A aAnd ¢

And Cover Page are Attached

Case No. 97 BC 445017-w (00004)
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LAWYERS TITLE INSURANCE CORPORATION
SCHEDULE C

{,attorneys fees, and expenses resulting

from the following requirements that will appear as Exceptions in Schedule B of
the Pol;cg,lunless you dispose of these matters to our satisfaction, before the
o}

date the

1.

2.

icy is issued:

Documents creating gour title or interest must be approved by us and must
be signed, notarized and filed for record.

Satisfactory evidence must be provided that:

— no person occupying the land claims any interest in that land against the
persons named gg paragraph 3 of SChedu{e A, g

- all standby fees, taxes, assessments and charges against the property
have been paid,

~ all improvements or repairs to the Eroperty are completed and accepted b
the owner, and that "all contractors, pgsub-contractors, laborers an
sugpllers have been fullz gald, and that no mechanic's, laborer's or
materialman's liens have attached to the property,

— there is legal right of access to and from the land,

- (on_a Mortgagee Policg onlyi‘restrictiong have not been and will not be
violated that affect the validity and priority of the insured mortgage.

You must pay the seller or borrower the agreed amount for your property or
interest.

Ang defect, lien or other matter that may affect title to the land or
interest insured, that arises or is filed after the effective date of this

Commitment.

Deed of Trust executed by PRESTONVILLE APARTMENTS NO. 10, INC. to T. L.
BRIMDFORD, JR., Trustee(s{, securilng SOUTHWESTERN LIFE INSURANCE COMPANY in
the gayment of one note in the principal sum of $120,600.00, and other
indebtedness and performance as therein provided, which Deed of Trust is
dated Januarg 18, 1949, filed of record on January 19, 1949, and recorded
in Volume 1971, Page 471, Deed of Trust Records, DALLAS County, Texas.

It appears the above lien may be barred by the statute of limitation. The
Compani requires confirmation from record owner that there is no unrecorded
renewal or extension of same and that same is in fact paid and/or barred.

- Affects Tract I (Lot 1).

Deed of Trust executed by PRESTONVILLE APARTMENTS NO. 15, INC., a
corporation, to T. L. BRADFORD, JR., Trustee(s), securing SOUTHWESTERN LIFE
INSURANCE COMPANY in the payment of one note in the principal sum of
$152,900.00, and other indebtedness and performance as therein provided,
which Deed of Trust is dated Januar¥ 18, 1949, filed of record on January
19, 1949, and recorded in Volume 1971, Page 474, Deed of Trust Records,
DALLAS County, Texas.

It appears the above lien may be barred by the statute of limitation. The
Company reguires confirmation from record owner that there is no unrecorded
renewal or extension of same and that same is in fact paid and/or barred.

~ Affects Tract I (Lot 6).

Deed of Trust executed by FRANKLIN MANOR APTS. INC. NO. 8 to T. L.BRADFORD,
JR., Trustee(s), securlng SOUTHWESTERN LIFE INSURANCE COMPANY in the
pagment of one note in the principal sum of $123,467.00, and other
indebtedness and performancé as therein provided, which Deed of Trust igs
dated January 18, 1949, filed of record on January 18, 1949, and recorded
in Volume 1971, Page 384, Deed of Trust Records, DALLAS County, Texas.

{ CONT. ON SCH. C, PAGE 2 )

Pagi 1 5~-Schedule C (Rev. 1-1-93) Valid only if Schedule A And B
DO
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LAWYERS TITLE INSURANCE CORPORATION
SCHEDULE C (page 2)

It appears the above lien may be barred by the statute of limitation. The
Company requires confirmation from record owner that there is no unrecorded
renewal or extension of same and that same is in fact paid and/or barred.

- Affects Tract II (Lot 9).

Deed of Trust executed by FRANKLIN MANOR APTS. INC. NO. 1 to T. L.
BRADFORD, JR., Trustee(s}, securing SOUTHWESTERN LIFE INSURANCE COMPANY in
the anment of one note in the principal sum of $125,229.00, and other
indebtedness and performance as therein provided, which Deed of Trust is
dated Januarg 18, 1549, filed of record on January 19, 19459, and recorded
in Volume 1971, Page 445, Deed of Trust Records, DALLAS County, Texas.

It appears the above lien may be barred by the statute of limitation. The
Company requires confirmation from record owner that there is no unrecorded
renewal or extension of same and that same is in fact paid and/or barred.

~ Affects Tract II (Lot 1).

Deed of Trust executed by FRANKLIN MANOR APTS. INC. NO. 4 to T. L.
BRADFORD, JR., Trustee(s), securing SOUTHWESTERN LIFE INSURANCE COMPANY in
the gayment of one note in the principal sum of $189,921.00, and other
indebtedness and performance as therein provided, which Deed of Trust is
dated February 15, 1949, filed of record on Februarz 16, 1949, and recorded
in Volume 1976, Page 587, Deed of Trust Records, DALLAS County, Texas.

It appears the above lien may be barred by the statute of limitation. The
Company requires confirmation from record owner that there is no unrecorded
renewal or extension of same and that same is in fact paid and/or barred.

- Affects Tract II (Lot 4).

Deed of Trust executed b FRANKLIN MANOR APTS. INC. NO. 6 to T. L.
BRADFORD, JR., Trustee(s¥, securing SOUTHWESTERN LIFE INSURANCE COMPANY in
the anment of one note in the principal sum of $189,256.00, and other
indebtedness and performance as therein provided, which Deed of Trust is
dated Februarg 15, 1949, filed of record on FebruarK 16, 1949, and recorded
in Volume 1976, Page 591, Deed of Trust Records, DALLAS County, Texas.

It appears the above lien may be barred by the statute of limitation. The
Compan{ requires confirmation from record owner that there is no unrecorded
renewal or extension of same and that same is in fact paid and/or barred.

- Affects Tract II (Lot 9).

Deed of Trust executed by FRANKLIN MANOR APTS. INC. NO. 2 to T. L.
BRADFORD, JR., Trustee(s), securing SOUTHWESTERN LIFE INSURANCE COMPANY in
the gayment of one note in the principal sum of $125(391.00, and other
indebtedness and performance as therein provided, which Deed of Trust is
dated February 15, 1949, filed of record on February 16, 1949, and recorded
in Volume 1976, Page 594, Deed of Trust Records, DALLAS County, Texas.

It appears the above lien may be barred by the statute of limitation. The
Company requires confirmation from record owner that there is no unrecorded
renewal or extension of same and that esame is in fact paid and/or barred.

- Affects Tract II (Lot 2).

Deed of Trust executed by FRANKLIN MANOR APTS. INC. NO. 5 to T. L.
BRADFORD, JR., Trustee(s), securipg SOUTHWESTERN LIFE INSURANCE COMPASNY in
the gayment of one note in the principal sum of $190(SO0.00, and other
indebtedness and performance as therein provided, which Deed of Trust is
dated December 21, 1948, filed of record on December 22, 1948, and recorded
in Volume 1966, Page 164, Deed of Trust Records, DALLAS County, Texas.

It appears the above lien may be barred by the statute of limitation. The

{ CONT. ON SCH. C, PAGE 3

6—Schedule C (Rev. 1-1-93) Valid only if Schedule A And B
And Cover Page are Attached
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LAWYERS TITLE INSURANCE CORPORATION
SCHEDULE C (page 3)

Company requires confirmation from record owner that there is no unrecorded
renewal or extension of same and that same is in fact paid and/or barred.

- Affects Tract II (Lot 5).

Deed of Trust executed b FRANKLIN MANOR APTS. INC., NO. 7 to T. L.
BRADFORD, JR., Trustee(s{, securing SOUTHWESTERN LIFE INSURANCE COMPANY in
the anment of one note in the principal sum of $125,700.00, and other
indebtedness and performance as therein provided, which Deed of Trust is
dated December 21, 1949, filed of record on December 22, 1949, and recorded
in Volume 1966, Page 165, Deed of Trust Records, DALLAS County, Texas.

It appears the above lien may be barred by the statute of limitation. The
Company requires confirmation from record owner that there is no unrecorded
renewal or extension of same and that same is in fact paid and/cr barred.

- Affects Tract II (Lot 7).

Deed of Trust executed by FRANKLIN MANOR APTS., INC. NO. 3 to T. L.
BRADFORD, JR., Trustee(s]), securing SOUTHWESTERN LIFE INSURANCE COMPANY in
the gayment of one note in the principal sum of $100,370.00, and other
indebtedness and performance as thereln provided, which Deed of Trust is
dated December 21, 1948, filed of record on December 22,~1948, and recorded
in Volume 1566, Page 170, Deed of Trust Records, DALLAS County, Texas.

It appears the above lien may be barred by the statute of limitation. The
Company reguires confirmation from record owner that there is no unrecorded
renewal or extension of same and that same is in fact paid and/or barred.

— Affects Tract II (Lot 3).

Deed of Trust executed by PRESTONVILLE APARTMENTS NO. 16, INC. to T. L.
BRADFORD, JR., Trustee(s{, securing SOUTHWESTERN LIFE INSURANCE COMPANY in
the payment of one note 1n the principal sum of $119,000.00, and other
indebtedness and performance as therein provided, which Deed of Trust is
dated November 23, 1948, filed of record on November 24, 1948, and recorded
in Volume 1959, Page 403, Deed of Trust Records, DALLAS County, Texas.

It appears the above lien may be barred by the statute of limitation. The
Compan¥ requires confirmation from record owner that there is no unrecorded
renewal or extension of same and that same is in fact paid and/or barred.

— Affects Tract I (Lot 7).

Deed of Trust executed b PRESTONVILLE APARTMENTS NO. 11, INC. to T. L.
BRADFORD, JR., Trustee(s}, securing SOUTHWESTERN LIFE INSURANCE COMPANY in
the gayment of one note in the principal sum of $118,800.00, and other
indebtedness and performance as therein provided, which Deed of Trust is
dated November 23, 1948, filed of record on November 24, 1948, and recorded
in Volume 1959, Page 405, Deed of Trust Records, DALLAS County, Texas.

It appears the above lien may be barred by the statute of limitation. The
CompanX requires confirmation from record owner that there is no unrecorded
renewal or extension of same and that same is in fact paid and/or barred.

- Affects Tract I (Lot 2).

Deed of Trust executed by PRESTONVILLE APARTMENTS NO. 13, INC. to T. L.
BRADFORD, JR., Trustee(s), securing SOUTHWESTERN LIFE INSURANCE COMPANY in
the gayment of one note 1n the principal sum of $183,300.00, and other
indebtedness and performance as therein provided, which Deed of Trust is
dated Februarg 16, 1949, filed of record on Februarz 16, 1949, and recorded
in Volume 1977, Page 11, Deed of Trust Records, DALLAS County, Texas.

It appears the above lien may be barred by the statute of limitation. The

CompanX requires confirmation from record owner that there is no unrecorded
renewal or extension of same and that same is in fact paid and/or barred.

( CONT. ON SCH. C, PAGE 4 )

gggg ] 7-Schedule C (Rev. 1-1-93) Valid only if Schedule A And B
Case No. 97 BC 445017-W (00004)

And Cover Page are Attached
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LAWYERS TITLE INSURANCE CORPORATIOCN
SCHEDULE C (page 4)

- Affects Tract I (Lot 4).

Cquan requires submission of/and recording of proof of the assage of
title ¥i.e. deed, name change or merger) from Corrigan Properties, Inc., a
Texas corporation, grantee in Deed récorded in Volume 6919%, Page 65, Deed
Records, DALLAS Countg, Texas, into Intercity Investments Properties, which
has said property rendered for taxes in its name.

Company requires a resolution b¥ the Board of Directors authorizing the
transaction and showing proof of authority of those acting on its gehalf.

Compang must be furnished satisfactory proof from the Secretary of State of
Texas that Corrigan Properties, Inc., a Texas corporation, and Intercity
Investments Propérties, Inc., 1s a corporation in good standing and is
authorized to do business in the State of Texas.

AMERICAN TITLE COMPANY

Countersigned By: A

AUtTOr1zEd) UrTIC8T OF SFant

8-Schedule C (Rev. 1-1-93) Valid only if Schedule A And B
And Cover Page are Attached

Case No. 97 BC 445017-W (00004)
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LAWYERS TITLE INSURANCE CORPORATION
SCHEDULE D

Pursuant toc the requirements of Rule P-21, Basic Manual of Rules, Rates and
Forms for the writing of Title Insurance in the State of Texas, the following
disclosures are made:

1. The followin individuals are directors and/or officers, as indicated, of
Lawyers Title Insurance Corporation, a wholly owned gubsidiary of
Lawyers Title Corporation:

President & Chief Operating Directors Directors
Officer Janet A. Alpert William H. Goodwyn, Jr
Janet A. Alpert Kenneth Astheimer Rugsell W. Jordan, III
James L. Boren, Jr. Charles W. Keith
Secretar G. William Evans Eugene F. Lanuzza
John M. Carter Frederick H. Hemphill,Jr. Charles H. Foster, Jr.
Senior Vice President, Treasurer
and Chief Financial Officer
G. William Evans
2. The following disclosures are made by the Title Insurance Agent issuing
this commitment: The following individuals are directors and/or officers,
as indicated, of ATCOD, INC. dba American Title Company ("ATC").
Shareholders: American Title Group, Inc.
Officers: Michael D. Richards President - Dallas Division
Harvey C. Coggins President - Fort Worth Division
Linda” C. Brown Controller
Thomas G. Naler Executive Vice President, Corporate Ccunsel
Gayle Lynch Executive Vice President
Doug Collins Executive Vice President
3. You are entitled to receive advance  disclosure of settlement charges in
connection with the proposed transaction to which this commitment relates.
Upon your request, such disclosure will be made to you. Additionally, the
name of any person, firm or corporation recelVLng any sum from the settle-
ment of this transaction will be disclosed on the Cclosing or settlement
statement.
You are further advised that the estimated title premium* is:
Owners PolicX_
Mortga ee Policy
Tax Modification,
Survey Modification
Endorsement Charges
Total TO BE DETERMINED
Of thie total amount: $.00 ( 17.7500%) will be paid to the pelicy
issuing Title Insurance Cgmgan¥; $.00 (782.2500%) will he
retained by the issuing Title Insurance Agent; and the remainder of the
estimated premium will be paid to other parties as follows:
AMOUNT TO WHOM FOR SERVICES
( .0000%
. OUUU%
% RSEDR
* The estimated premium is based upon information furnished to us as of the
date of this Commitment for Title Insurance. Final determination of the
amount of the premium will be made at closing in accordance with the Rules
and Regulations adopted by the State Board of Insurance.
bPage 9-Schedule D

Case No. 97 BC 445017-w (00004) poc# 1
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. DELETION OF ARBITRATION PROVISION
{Not applicable to the Texas Residential Owner Policy)

ARBITRATION is a common form of alternative dispute resolution. It can be

quicker and cheaper means to settle a dispute with your Title Insurance Com-—

gan¥. However, if you agree to arbitrate, you give ug your right to take
itle Company to court and your rights to discovery o

in the arbi{r
trator's award.

Your policy contains an arpitration_grovision (shown below). It allows you or
the Company to require arbitration i .the amount of insurance is $l,000,800 oY
I§§§T—_¥f‘¥ou mﬂﬁé?ﬁif”‘féfﬁiﬁ‘iﬁﬁf rlght_to sue the Company in case of a dis-
gute over a claim, you must request deleti

' LS evidencé may be limited
ation process. In addition, you cannot usually appeal an arbi-

on of the arbitration provision be-~

ore the policg is issued. You can do this by signing this form and return-
o

ing it to the

or by writing to Company.

The Arbitration provision in the Policy is as follows:

mgﬁny at or before the closing of your real estate transaction
e

"Unless grohibited by applicable law or unless this arbitration section is

deletad

y specific’ provision in Schedule B of this Eolicy, either
Company or the Insured may demand arbitration pursuant

the
o the Title Insur-

ance Arbitration Rules of the American Arbitration Association. Arbitrable
matters may include, but are not limited to, any controversy or claim be-
tween the Company and the Insured arising ou of or relating to this
Policy, and service of the Companghln connection with its issuance or +the

breach of a polic¥ grovision or o
when the Amount o nsurance is $1,000,000 or less SHALL BE arbitrated
the reguest of either the Company or the Insured, umfI&5E The insured is an
individual -

ship, association or other legal entltg). All ar

Amount of Insurance is in exCess of §1,

when agreed to by both the Company and the Insured. Arbitration pursuan
to this Policy and under the Rules in effect on the date the demand

er obligation. All arbitrable matters

person (as distinguished from a corgoration, trust, partner-
itrable matters when the
000,000 shall be arbitrated onl

arbitration is made or, at the option of the Insured, the rules in effect
at the Date of Policy shall be binding ugon the parties. The award may

include attorney's fees only if the laws o

the state in which the land is

located permit' a court to award attorney's fees to a prevailing party.
er

Judgment upon the award rendered b¥ the "Arbitrator(s) may be en
any court having jurisdiction thereo?f.

ed 1n

The law of the situs of the land shall apply to an arbitration under the

Title Insurance Arbitration Rules.
A copy of the rules may be obtained from the Company upon request."

I request the deletion of the Arbitration provision.

> 1IGNATURE UATE
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LAWYERS TITLE INSURANCE CORPORATION
TEXAS TITLE INSURANCE INFORMATION

Title Insurance insures you against El seguro de titulo le asegura en

loss resulting from certain risks relaction a perdidas resulfantes de
to your title. ciertos riesgos que pueden afectar el
titulo de su propiedad.

The Commitment for Title Insurance

is the title insurance company's El Compromiso Eara Segura de Titulo es

promise to issue the title insurance| la promesa de la compania aseguradora

golicy. The Commitment is a legal de titulos de emitir la poliza de se-
ocument. You should review it uro de titulo., El Compromiso es un
carefully to comfletely understand ocumento legal. Usted debe leerlo

it before your closing date. cuidadosamente { enterderlo completa-

a

mente antes de

. fecha para finalizar
su transaccion.

Your Commitment for Title Insurance is a legal contract between you and us. The
Commitment is not an opinion or report of your title. It is a contract to
issue you a policy subject to the Commitment®s terms and requirements.

Before issuing a Commitment for Title Insurance éthe Commitment) or a Title
Insurance Policy (the Policy), the Title Insurance ompanK (the Company) deter-
mines whether the title is lnsurable. This determination has already been made.
Part of that determination involves the Company's decisicn to insure the title
except for certain risks that will not be covered by the Policy. Some of these
risks are listed in Schedule B of the attached Commitment as Exceptions. Other
risks are stated in the Policy as Exclusions. These risks will not be covered

by the Policy.

Another part of the determination involves whether the romise to insure is
conditioned upon certain requirements belng_me;. Schedule of the Commitment
lists these requirements that must be satisfied or the Compang will refuse to
cover them. VYou may want to discuss any matters shown on Schedules B and C of
the Commitment with  an attorney. These matters will affect your title and your
use of the land.

When your Policy is issued, the coverage will be limited by the Policy's Excep-
tions, Exclusions and Conditions, defined below.

EXCEPTIONS are title risks that a Policy generally covers but does not cover
in a Earticular instance. Exceptions are  shown on Schedule B or discussed
in Schedule C of the Commitment. They can also be added if you do not comply
with the Conditions section of the ~Commitment. When the Policy is issued,
all Exceptions will be on Schedule B of the Policy.

EXCLUSIONS are title risks that a Polic generall ,does not cover. Exclu-~
sions are contained in the Policy but not shown or discussed in the Commit-

ment.

CONDITIONS are additional provisions that qualify or limit your coverage.
Conditions include your rESEOHSlbLlltleS and those of the Company. They are
contained in the Policy but not shown or discussed in the Commitment.  The
Policy Conditions are not the same as the Commitment Conditions.

You can_get a cop¥ of the policy form approved by the State Board of Insurance
by calling the itle Insurance Company at 1-800-442-7067 or bg calling the

title insurance agent that issued the Commitment. The State Board of Insurance
may revise the policy form from time to time.

You can also get a brochure that explains the Policy from the Texas Department
of Insurance by calling 1-800-252-3439.

Before the Policy is issued, you may request changes in the Policy. Some of the
changes to consider are:

Request amendment of the ‘"area and boundary" exception (Schedule B, para-

(CONTINUED ON NEXT PAGE)
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LAWYERS TITLE INSURANCE CORPORATION
TEXAS TITLE INSURANCE INFORMATION

(CONTINUED)
graph 2). To get this amendment, you must furnish a surveg. On the Owner
i premium for the amendment. If the survey

Policy, you must pag an additiona
is acceptable to the Company, our policy will insure you against loss be=
cauge of discrepancies or conflicts in boundary lines, encroachments, or
Erotrusxons, or overlapping of improvements. The Comgany may then decide not
o insure against specific boundary or survey prcblems by making special
exceptions in the Policy.

Allow the Company to add an exception to "rights of parties in possession”.
If you refuse thls exception, the Company or the title insurance agent ma
inspect the gropert¥. he Company may except to and not insure you againsg
the rights of specific gersons, such as renters, adverse owners or easement
holders who occupy the land. The Company may cﬁarge you for the inspection.

If you want to make your own insgect;on, you must sign a Waiver of Inspection
form and allow the Company to add this exCeption to your Policy.

The entire premium for a Policy must be paid when the Policy is issued. You
will not owe any additional premlums unless you want to increase your coverage
at a later date and the Company agrees to add an Increased Value Endorsement.

IMPORTANT NOTICE AVISO IMPORTANTE
FOR INFORMATION, OR TO MAKE A PARA INFORMACION, O PARA SOMETER UNA
COMPLAINT, CALL OUR TOLL-FREE QUEJA LLAME AL NUMERO GRATIS
TELEPHONE NUMBER
1-800-442-7067 1-800-442~-7067
ALSO, YOU MAY CONTACT THE TEXAS TAMEIEN PUEDE COMUNICARSE CON EL DEPART-
DEPARTMENT OF INSURANCE AT: AMENTO DE SEGUROS DE TEXAS AL:
1-800-252-3439 1-800-252-3439
to obtain information on: para obtener informacion sobre:
l. filing a complaint against an 1. comec someter una gueja en contra de |
insurance company or agent, una compania de seguros o agente de
seguros,

2. whether an insurance company or ) .
agent is licensed, 2. si una compania de seguros o agente
de segurcs tiene licencia,

3. complaints received against an

insurance company or agent, 3. quejas recibidas en contra de una
. compania de seguros o agente de
4. policyholder rights, and seguros,

5. a list of consumer gublications 4. los derechos del asegurado, y
and services available through .
the Department. 5. una lista de publicaciones y servi-
cios para consumidores disponibles a
traves del Departmento.

YOU MAY ALSO WRITE TO: TAMBIEN PUEDE ESCRIBIR AL:

THE TEXAS DEPARTMENT OF INSURANCE DEPARTAMENTO DE SEGUROS DE TEXAS
P.O. BOX 149104 P.O. BOX 149104

AUSTIN, TEXAS 78714-9104 AUSTIN, TEXAS 78714-9104

FAX NO. (512) 475-1771 FAX NO. (512) 475-1771
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Exhibit “D”
Blanket Conveyance, Bill of Sale and Assignment
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Exhibit “E”
Disclaimer
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EXHIBIT "E"
DISCLAIMER
STATE OF TEXAS §
COUNTY OF DALLAS §
The undersigned, a , as

Lessee, in connection with the execution of the Ground Lease by and between the undersigned
and INTERCITY INVESTMENT PROPERTIES, INC., as Lessor, is aware that INTERCITY
INVESTMENT PROPERTIES, INC., is executing the Ground Lease based upon the
representations contained herein and, but for these representations, Lessor would not sign the
Ground Lease.

IT IS UNDERSTOOD AND AGREED THAT, OTHER THAN ITS OWNERSHIP OF THE
PROPERTY AND ITS RIGHT TO LEASE THE PROPERTY TO LESSEE, LESSOR IS NOT
MAKING AND SPECIFICALLY DISCLAIMS ANY WARRANTIES OR REPRESENTATIONS OF
ANY KIND OR CHARACTER, EXPRESS OR IMPLIED, WITH RESPECT TO THE PROPERTY,
INCLUDING, BUT NOT LIMITED TO, WARRANTIES OR REPRESENTATIONS AS TO
MATTERS OF ZONING, TAX CONSEQUENCES, PHYSICAL OR ENVIRONMENTAL
CONDITIONS, AVAILABILITY OF ACCESS (SPECIFICALLY MAKING NO WARRANTY OF
COMPLIANCE WITH THE REQUIREMENTS OF THE AMERICANS WITH DISABILITIES ACT
OF 1990) INGRESS OR EGRESS, OPERATING HISTORY OR PROJECTIONS, VALUATION,
GOVERNMENTAL APPROVALS, GOVERNMENTAL REGULATIONS OR ANY OTHER
MATTER OR THING RELATING TO OR AFFECTING THE PROPERTY INCLUDING,
WITHOUT  LIMITATION: (1) THE VALUE, CONDITION, MERCHANTABILITY,
MARKETABILITY, PROFITABILITY, SUITABLE OR FITNESS FOR A PARTICULAR USE OR
PURPOSE OF THE PROPERTY AND PARTICULARLY WITH REGARD TO THE PROJECT;
(2) THE MANNER OR QUALITY OF THE CONSTRUCTION OR MATERIALS
INCORPORATED INTO ANY OF THE PROPERTY; AND (3) THE MANNER, QUALITY, STATE
OF REPAIR OR LACK OF REPAIR OF THE PROPERTY. LESSEE AGREES THAT, WITH
RESPECT TO THE PROPERTY, LESSEE HAS NOT RELIED UPON AND WILL NOT RELY
UPON, EITHER DIRECTLY OR INDIRECTLY, ANY REPRESENTATION OR WARRANTY OF
LESSOR OR ANY AGENT OF LESSOR. LESSEE REPRESENTS THAT IT IS
KNOWLEDGEABLE WITH RESPECT TO REAL ESTATE AND THAT IT IS RELYING SOLELY
ON ITS OWN EXPERTISE AND THAT OF LESSEE'S CONSULTANTS AND THAT LESSEE
WILL CONDUCT SUCH INSPECTIONS AND INVESTIGATIONS OF THE PROPERTY,
INCLUDING, BUT NOT LIMITED TO, THE PHYSICAL AND ENVIRONMENTAL CONDITIONS
THEREOF, AND SHALL RELY UPON SAID INSPECTIONS BY LESSEE, AND, UPON
CLOSING, SHALL ASSUME THE RISK THAT ADVERSE MATTERS, INCLUDING, BUT NOT
LIMITED TO, ADVERSE PHYSICAL AND ENVIRONMENTAL CONDITIONS, MAY NOT HAVE
BEEN REVEALED BY LESSEE'S INSPECTIONS AND INVESTIGATIONS.  LESSEE
FURTHER ACKNOWLEDGES THAT LESSOR HAS NOT MADE AND DOES NOT MAKE ANY
WARRANTIES OR REPRESENTATIONS REGARDING: (1) THE TRUTH OR ACCURACY OF
ANY SURVEY OR STUDY AND/OR (2) THE QUALIFICATIONS OR EXPERTISE OF THE
RESPECTIVE PARTIES CONDUCTING SAME AND THAT LESSOR HAS NOT
UNDERTAKEN ANY INDEPENDENT INVESTIGATION WITH RESPECT THERETO. LESSEE
ACKNOWLEDGES AND AGREES THAT, UPON CLOSING, LESSOR SHALL LEASE TO
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LESSEE, AND LESSEE SHALL ACCEPT THE PROPERTY "AS IS, WHERE 1S" WITH ALL
FAULTS, AND LESSEE FURTHER KNOWLEDGES AND AGREES THAT THERE ARE NO
ORAL AGREEMENTS, WARRANTIES OR REPRESENTATIONS, COLATERAL TO OR
AFFECTING THE PROPERTY BY LESSOR, ANY AGENT OF LESSOR OR ANY THIRD
PARTY. THE TERMS AND CONDITIONS OF THIS PARAGRAPH SHALL EXPRESSLY
SURVIVE THE CLOSING AND SHALL NOT MERGE THEREIN AND SHALL BE
INCORPORATED INTO THE LEASE. LESSOR IS NOT LIABLE OR BOUND IN ANY
MANNER BY ANY VERBAL OR WRITTEN STATEMENTS, REPRESENTATIONS, OR
INFORMATION PERTAINING TO PROPERTY FURNISHED BY ANY REAL ESTATE
BROKER, AGENT, EMPLOYEE, SERVANT OR OTHER PERSON, UNLESS THE SAME ARE
SPECIFICALLY SET FORTH OR REFERRED TO HEREIN.

SIGNED this day of ,
LESSEE
a
By:
Name:
Title:
STATE OF TEXAS §
COUNTY OF DALLAS §
The above instrument was personally acknowledged before me on the day of
; , by : '
of , on behalf of said

Notary Public
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Exhibit “F”
Indemnity Agreement
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EXHIBIT "F"
INDEMNITY AGREEMENT
This Agreement is made by and between INTERCITY INVESTMENT PROPERTIES,

INC. ("Lessor") and , ("Lessee").
In consideration of the promises contained herein, Lessee agrees as follows:

1. Lessor has assigned and delivered to Lessee all Security Deposits in connection
with any tenants upon the property described in Exhibit A attached hereto.

2. Attached hereto are the Tenant Notice Letters executed by Lessee which letters
acknowledge receipt of and responsibility for the Tenant Security Deposits.

3. Lessee agrees to indemnify Lessor and hold Lessor harmiless from any and all
claims, causes of action, damages, judgments and expenses incurred or suffered by Lessor as
a result of any claim made by any tenant asserting a right to a Security Deposit referred to in
the attached Tenant Notice Letters.

SIGNED this day of ,

LESSOR

INTERCITY INVESTMENT PROPERTIES, INC.

By:

Edwin B. Jordan, Jr., President

LESSEE

Name:
Title:
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STATE OF TEXAS §

§

COUNTY OF DALLAS §
The above instrument was personally acknowledged before me on the day of

, » by Edwin B. Jordan, Jr., President of INTERCITY INVESTMENT
PROPERTIES, INC., as the act of said corporation.

Notary Public

STATE OF TEXAS §

§
COUNTY OF DALLAS §

The above instrument was personally acknowledged before me on the

day of
. , by

of

, on behalf of said ,

Notary Public
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Landlord's

Exhibit 5-C

for February 21-23, 2023 hearing



Case 22-30659-mvi11l Doc 1202-8 Filed 02/18/23 Entered 02/18/23 28:28:68 Desc
Exhiibihibit BaCt 3 Pagege df 6f 22

EXHIBIT C
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ASSIGNMENT OF GROUND LEASE OPTION AGREEMENT

v

THIS ASSIGNMENT OF GROUND LEASE OPTION AGREEMENT made this K
day of May, 1999, by NORTHWEST LIFECARE JOINT VENTURE (hereinafter called
"Assignor"), to NORTHWEST SENIOR HOUSING CORPORATION, a Texas not-for-profit
corporation (hereinafter called "Assignee");

Assignor, in consideration of the sum of Ten Dollars ($10.00) cash in hand paid and other
good and valuable consideration paid by Assignee, the receipt and sufficiency of which are
hereby acknowledged, does hereby GRANT, CONVEY, ASSIGN, TRANSFER and SET OVER
unto Assignee, the entire leasehold estate and option rights under that certain Ground Lease
Option Agreement (hereinafter called the "Option") dated September 9, 1997 by and between
Intercity Investments Properties, Inc. as owner/lessor and Assignor as optionee/leasee covering
the property described in the Option, together with all rights, titles and options conferred thereby.

In consideration of the foregoing assignment, Assignee hereby expressly assumes and
agrees to keep, perform and fulfill all of the terms, covenants, conditions and obligations
required to be kept, performed and fulfilled by Assignor under the Option.

Assignor hereby represents and warrants unto Assignee that Assignor is the owner of, and
has good and marketable title to, the option/leasehold interest assigned hereby; that Assignor has
performed no act or executed any other instrument which might prevent Assignee from enjoying
and exercising any of the rights under the Option; that Assignor has not executed or granted any
modifications or extensions whatsoever of the Option that the Option is valid and subsisting and
in full force and effect; and that there are no defaults now existing under the Option and no event
has occurred and no condition exists which with the passage of time or the giving of notice, or
both, would constitute such a default.

IN WITNESS WHEREOF, this Assignment of Lease is executed as of the date first
above written.

NORTHWEST LIFECARE JOINT VENTURE
By: Greystone Communities, Joint Venturer

By: %d/éﬂfﬂf} - v—waijﬂ-
Michael B. Lanahan: President
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o

NORTHWEST SENIOR HOUSING CORPORATION,
a Texas not-for-profit corporation

By: (})QJJJ«AB BWM

Charles B. Brewer, President

08652 00001 DALLAS 1000217.1
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EXHIBIT “B”

Budget

[attached following this cover page]

EXHIBIT “B” TO AMENDMENT TO GROUND LEASE OPTION AGREEMENT 56069.2 (88213/017)
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-

Exhibit B

Edgemere:

Budget for demolition of existing improvements and construction of the Project.

Asbestos Abatement (current estimate) $1,300,000
Removal and disposal
Demolition (included in the GMP Contract)
1. Demo and remove existing apartment building and $413,700
foundation systems 2'-0" below grade
2. Demo and remove existing — carports and paving 118,200
3. Load, transport and legally disperse of debris 59.100
Total Demolition $591,000
Construction
General Requirements $2,727,800
Site Improvements 5,096,300
Structires — L. L. and Commons 44,955,365
PCN 7,875,300
Fees, Bonds, Insurance 2,449,500
Contingency 1.000.000
Total Construction $64,104,265 64.104.265
Total GMP Contract 64.695.265 64.695.265
$65,995,265

Total Cost of Abatement, Demolition, Construction
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Landlord's

Exhibit 5-D

for February 21-23, 2023 hearing
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EXHIBIT D
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AMENDMENT TO GROUND LEASE OPTION AGREEMENT

THIS AMENDMENT TO GROUND LEASE OPTION AGREEMENT (the “Amendment”)
is executed effective as of October 1, 1999, by and between INTERCITY INVESTMENT
PROPERTIES, INC., a Texas corporation (the “Owner”) and NORTHWEST SENIOR HOUSING
CORPORATION, a Texas not for profit corporation (the “Optionee”) upon the terms and provisions
set forth herein.

RECITALS:

Owner and Northwest Life Care Joint Venture (the “Venture”) entered into a certain Ground
Lease Option Agreement (the “Option Agreement”) dated effective as of September 9, 1997,
relating to the grant of an Option on the Property, both as defined therein (all capitalized terms
contained in this Amendment and not otherwise defined herein shall have the meanings ascribed to
such terms in the Option Agreement). )

By Assignment of Ground Lease Option Agreement dated May 20, 1999, the Venture
assigned all of its right, title and interest in and to the Option Agreement to the Optionee.

Owner and Optionee desire to amend and modify the Option Agreement and the form of the
Ground Lease as provided herein.

Optionee desires to exercise the option pursuant to Section 11.1 of the Option Agreement
effective as of October 1, 1999.

IT 1S, THEREFORE, AGREED AS FOLLOWS:

1. In satisfaction of the requirement contained in Section 11.1(a) of the Option
Agreement, this Amendment constitutes the notice in writing to Owner and, by copy of this
Amendment provided to the Title Company, also constitutes such notice to the Title Company that
Optionee hereby exercises the Option subject to the modifications of the Option Agreement herein.

2. Pursuant to Section 11.1(b) of the Option Agreement, an executed original of the
Assignment of the Option Agreement to Optionee is attached hereto as Exhibit “A” and made a part
hereof.

3. Section 11.1(c) of the Option Agreement requires delivery of Final Plans and
Specifications for the Project, which Final Plans and Specifications will probably not be completed
prior to the anticipated Closing Date. Accordingly, prior to the effective date hereof, Optionee has
delivered to Owner the Plans and Specifications for the Project in the stage of completion
accomplished as of the date of such documents (the “‘Interim Plans and Specifications™) together
with copies of all executed contracts with architects, engineers, contractors, suppliers and others
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whose efforts or materials will be utilized to construct the Project. Owner hereby agrees to accept
such Interim Plans and Specifications in their current state of completion and to review and approve,
or disapprove, such Interim Plans and Specifications, as provided in Section 11.2 of the Option
Agreement, provided that Optionee agrees that the Final Plans and Specifications shall be
substantially based upon the Interim Plans and Specifications and to deliver copies thereof to Owner
when completed. Based upon such agreement of Optionee, Owner hereby waives the requirement
that Optionee deliver the Final Plans and Specifications concurrently with the Option Notice.

4. Optionee has delivered to Owner a financing schedule for Optionee’s development
and construction of the Project, together with information regarding the sale of the bonds for the
financing of the Project; however, Optionee will not be able to deliver the executed Bond Purchase
Agreement to Owner until approximately fifteen (15) days prior to Closing instead of concurrently
herewith, as required by Section 11.1(d) of the Option Agreement. Owner hereby agrees that the
information regarding the proposed financing previously provided and to be provided to Owner prior
to Closing is adequate for Owner’s evaluation of the bond financing, provided that Optionee agrees
that the final information regarding such bond financing shall be substantially the same in all
material respects as such information previously provided to Owner. Based upon such agreement
of Optionee, Owner hereby waives the requirement to provide the fully executed Bond Purchase
Agreement to Owner in connection with the exercise of the Option.

5. As required by Section 11.1(e) of the Option Agreement, the budget (the “Budget™)
for the demolition of the existing improvements on the Property and construction of the Project is
attached hereto as Exhibit “B” and made a part hereof. Owner hereby agrees that, subject to delivery
to Owner prior to Closing of a copy of the fully executed Bond Purchase Agreement which includes
and is based upon a budget which is substantially the same in all material respects as the Budget,
Owner is reasonably satisfied that the Funds will be sufficient to construct the Project and pay all

expenses thereof.

6. Subject to Owner’s rights to give a Deficiency Notice to Optionee pursuant to Section
11.2 of the Agreement, Owner hereby agrees to deliver termination notices to the tenants under the
Existing Occupancy Agreements on or about October 15, 1999, as required pursuant to Section 11.3

of the Agreement.

7. The Closing Date is currently anticipated to be November 17, 1999, provided that
Optionee shall have the right to extend the Closing Date to a date not later than December 31, 1999
in the event that completion of the bond financing for the Project requires any delay of the Closing
Date and Section 13.1 of the Option Agreement is hereby so modified.
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8. Section 1.3 of the form of the Ground Lease is hereby deleted in its entirety and
replaced by the following:

““ Bond Indenture’ means collectively, the documents evidencing and
securing the indebtedness incurred by or on behalf of the Lessee in
connection with the acquisition, construction, improving and

equipping of the Project or refinancing thereof.”

9. New Section 2.5 is hereby added to the form of the Ground Lease, as follows:

“2.5

Other Leases. Except for leases of portions of the Existing
Improvements to residential leasehold tenants and as provided
herein, Lessor has not leased or granted any other similar

leasehold rights in the Property to others.”

10. Section 5.2(c)(iii) of the form of the Ground Lease is hereby deleted in its entirety and
Section 5.2(c)(ii) of the Ground Lease is hereby replaced by the following:

“(ii) prior to any such proceedings, Lessee shall provide written

notice thereof to Lessor and.”

11 Section 5.17(a) of the form of the Ground Lease is hereby modified and amended by
adding the following sentence to the end thereof:

“The Lessor hereby consents to the assignment by the Lessee of its
rights under this Lease to any institutional trustee who is serving as
mortgagee under the Bond Indenture as the same relates to the
original financing of the Project, which institutional trustee will
initially be Chase Bank of Texas, N.A..”

12. Section 7.1 of the form of the Ground Lease is hereby deleted in is entirety and
replaced by the following:

“7.1

Lessee’s Right to Mortgage Leasehold Estate. Lessee may
from time to time, without further consent of Lessor, assign
Lessee’s leasehold estate and this Lease by way of mortgage,
which mortgage shall be an “approved” or “authorized”
mortgage for the purposes hereof, to secure any indebtedness
of the Lessee incurred to acquire, construct, improve and
equip the Project or to refinance the same, including the
provision of working capital, the payment of costs of issuance
and the cost of any credit or liquidity enhancement related to
such indebtedness. The mortgage granted by the Lessee

3-
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pursuant to the Bond Indenture is hereby deemed to be an
“approved” or “authorized” mortgage. Any bank, insurance
company, bondholder or other established lending institution
or an institutional trustee who acts as mortgagee for the
benefit of holders of, or providers of credit.or liquidity
enhancement with respect to, indebtedness issued in
comnection with the construction of the Project, any
Improvements, additions to the Project, or the refinancing,
advance refunding, defeasance or other satisfaction of the
Bond Indenture or any other financing which complies
herewith shall be deemed to be a “Lender.” Any mortgage
granted subsequent to the initial mortgage granted pursuant to
the Bond Indenture shall require that: (a) Lessee notify Lessor
in writing in advance as to each such proposed assignment,
(b) the proceeds of such subsequent financing are used solely
for investment in the Project or additions or improvements
thereto, including the provision of working capital, the
payment of costs of issuance and the payment of costs for any
credit or liquidity enhancement related thereto, and for no
other purpose whatsoever, (c) upon the execution of any such
assignment or mortgage, a copy thereof shall be delivered
promptly to Lessor, and (d) except as provided in this Article
V1I of this Lease, no other or further assignment of this Lease
for which any provision hereofrequires the written consent of
Lessor shall be made without such consent.”

13. New Section 7.8 is hereby added to the form of the Ground Lease, as follows:

“7.8  Estoppel Certificate. Upon the written request of any Lender,
Lessor shall provide an estoppel certificate to such Lender in
such form as may be reasonably requested by such Lender or
state in writing any basis Lessor may have for being unable to
provide any such estoppel certificate; provided that, in the
absence of an agreement between Lessor and any such Lender
as to the form of any such estoppel certificate, such a
certificate which addresses the items specified in Section 9.14
of this Lease shall be deemed to satisfy this requirement.”

14.  Notwithstanding any term or provision of the Option Agreement, this Amendment
shall constitute the Option Notice for all purposes and the time periods for delivery of the Option
Notice, for the Closing and for all other matters addressed herein are hereby amended as provided

herein.
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15. Except as amended and modified hereby, all terms and provisions of the Option
Agreement and the form of the Ground Lease attached thereto, as modified by a certain Amendment
to Ground Lease effective as of September 2, 1999, shall remain unchanged and in full force and
effect. In the event of any conflict between the terms and provisions of this Amendment and the
terms and provisions of the Option Agreement, the terms and provisions of this Amendment shall

control.

IN WITNESS WHEREOF, the parties have executed this Amendment effective as of the day
and year first set forth above.

OWNER:

INTERCITY INVESTMENT PROPERTIES, INC,,
a Texas corporation

e . f.ﬂ
By/f‘” ;.&_,,weﬁ‘f e foe
~ Edwin B Jordan, Jr.,
President
OPTIONEE:

NORTHWEST SENIOR HOUSING CORPORATION,
a Texas not for profit corporation

By: C/ ‘Q/ M.jﬂw E 7)/%@1/7/

Charles B. Brewer,
President

-5- 56069.2 (88213/017)
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EXHIBIT “A”

Assicnment of Ground Lease Option Agreement

[attached following this cover page]

EXHIBIT “A” TO AMENDMENT OF GROUND LEASE OPTION AGREEMENT 56069.2 (88213/017)
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January 6, 2023

Intercity Investments Inc
4301 Westside Dr #100
Dallas, TX

Attn:  Mr. Nick Hannon
Phone: (214) 520-2565
Cell: (702) 355-6608
E: nhannon@icirealestate.com

Re: Property Condition Report
The Plaza at Edgemere
8523 Thackery Street
Dallas, TX
Terracon Project No. FA226052

Dear Mr. Hannon:

Terracon is pleased to provide this Property Condition Report of the subject improvements. This work was
performed in general accordance with the scope of services outlined in the Terracon Proposal Number
PFA226052 dated April 1, 2022, as identified in the scope section of this Report.

We appreciate the opportunity to be of service to you on this project. In addition to Facilities Services, our
professionals provide geotechnical, environmental, construction materials services on a wide variety of
projects locally, regionally and nationally. For more detailed information on all of Terracon’s services please
visit our website at http://www.terracon.com. If you have any questions concerning this Report, or if we may
be of further service, please contact us.

Sincerely,
Terracon Consultants, Inc.

Michael J. Hull Jesse H. Aguilar

Group Manager Principal/Department Manager lli
Facilities Services Facilities Services

Attached: Property Condition Report

Terracon Consultants Inc. Dallas, TX 75247-4547
P 214-630-1010 F 214-630-7070terracon.com
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