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UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF CALIFORNIA

SANTA ROSA DIVISION
In re Case No. 24-10545 HLB
LEFEVER MATTSON, (Substantively Consolidated)
Chapter 11
Consolidated Debtor.

OPPOSITION OF THE CONSOLIDATED
DEBTOR TO SOCOTRA CAPITAL INC’S
MOTION FOR ORDER TO RELEASE
FUNDS AND PAY LEGAL FEES AND
EXPENSES UNDER COURT-APPROVED
SETTLEMENT AGREEMENT

Consolidated debtor LeFever Mattson, a California corporation (the “Consolidated
Debtor”)! hereby files its opposition (the “Opposition™) to Socotra Capital Inc’s Motion for Order
to Release Funds and Pay Legal Fees and Expenses Under Court-Approved Settlement Agreement
[Docket No. 4464] (the “Motion”), filed by Socotra Capital, Inc., on behalf of itself and any of its

affiliates as lender and/or servicer (collectively, “Socotra”). In support of its Opposition, the

Consolidated Debtor states as follows:

' By order entered March 6, 2026, the Court entered the Order Substantively Consolidating Consolidated Debtor
and KSMP Investment Entities and Granting Related Relief [Docket No. 3914] (the “Substantive Consolidation
Order”), which substantively consolidated the estates of LeFever Mattson, a California corporation and its affiliated
debtors (the “LFM Debtors”), KS Mattson Partners, LP (“KSMP” and, together with the LFM Debtors, the
“Debtors”) and three-KSMP affiliated entities (Perris Freeway Plaza, LP, Specialty Properties Partners, LP and

Treehouse Investments, LP) (the “KSMP Investment Entities”) || |I |III||| || Il I||| | | """“" ||||||| |I |I|I
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I. PRELIMINARY STATEMENT

After months of contentious litigation and a two-day mediation, Socotra, the LFM Debtors,
KSMP, and the Official Committee of Unsecured Creditors (the “Committee”) entered into the

Settlement Agreement, dated October 14, 2025 (the “Settlement Agreement”), which fundamentally

changed the economics of the Socotra Loans.? Under the Settlement Agreement, the parties to the
Settlement Agreement (the “Parties’) agreed that the Debtors (and following plan confirmation, the
Consolidated Debtor) would sell the remaining properties and split the net sale proceeds, as well as
the pre-sale cash collateral, on a property-by-property basis. See Settlement Agreement, § 5. In
essence, the Debtors and Socotra became joint venture partners sharing in the potential upside or
downside of each sale of the remaining properties. In other words, for each property, Socotra could
recover more or less than 100% of the applicable principal loan balance.

However, with respect to the Pinyon Properties,* the Parties struck a separate and specific
bargain: If the Pinyon Properties were sold in a single “packaged” or “bulk” sale, Socotra would
receive exactly 100% of the outstanding principal balance of the applicable Socotra Loans and the
Debtors would “retain all excess proceeds.” Id. at § 6. For example, if a bulk purchaser allocated
significantly less value to the Pinyon Properties than the outstanding principal balance, the Debtors
were obligated to pay Socotra the principal balance in full — a material concession, especially
because Socotra also retained 100% of its prepetition interest payments. By contrast, if the Pinyon
Properties were sold individually, “the Distribution Waterfall described in Section 5 of [the]
Settlement Agreement [would] apply” — meaning that if the Pinyon Properties were sold individually
the Parties would revert to the joint venture structure. /d.

In early 2026, after Socotra had approved the Closing Statement (defined below), the Pinyon
Properties were sold as a bulk sale, and Socotra received 100% of the outstanding balance due and

owing under the applicable Socotra Loans. See Motion, 4:10-11. Now, after already receiving what

2 The Court approved the Settlement Agreement on November 14, 2025 [Docket No. 2852].

The loans Socotra made to the Debtors prepetition (the “Socotra Loans”), which were secured by multiple properties
(the “Socotra Encumbered Properties™).

The real properties identified on Schedule 6 to the Settlement Agreement located within a certain common interest
development in the County of Placer, Town of Truckee, known as “Pinyon Creek II”” (the “Pinyon Properties”).
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it bargained for, Socotra wants to put its hand back in the cookie jar for half of the Pinyon Properties’
pre-sale cash collateral — amounts to which Socotra is not entitled.

Socotra’s strained reading of the Settlement Agreement fails for four reasons. First,
Section 6 of the Settlement Agreement — the sole provision governing distributions for the bulk sale
of the Pinyon Properties — is clear on its face: in a bulk sale of Pinyon Creek, Socotra would receive
100% of the outstanding principal balance due under the Socotra Loans and the Debtors would retain
all excess proceeds. Socotra attempts to couch this provision as only applying to the distribution of
sale proceeds of the Pinyon Properties, but the Settlement Agreement makes no such distinction.
The Parties, represented by sophisticated counsel, chose to use the broad term “proceeds” instead
of the earlier defined term Net Sale Proceeds.

Second, contrary to Socotra’s contentions, Sections 8 (Turnover of Prepetition Collections)
and 12 (Reconciliation of Amounts Paid or Escrowed) of the Settlement Agreement provide no
independent path to the escrowed funds, because the Distribution Waterfall never applied to a bulk
sale of the Pinyon Properties. Socotra’s reading of Sections 8 and 12(c) ignores the fact that the
“Distribution Waterfall” — i.e., the terms of Section 5 of the Settlement Agreement — are “[s]ubject
to the provisions of Section 6 . . . governing the sale of Pinyon Properties.” Section 6 identifies the
sole circumstance in which the Distribution Waterfall applies to the Pinyon Properties: when they
are sold individually, not in a bulk sale.

Third, Socotra’s reading of the Settlement Agreement would lead to an absurd result. As part
of the settlement, the estate agreed to guarantee that Socotra would receive its entire principal back
in the bulk sale of Pinyon Creek and not face a downside scenario — and keep its prepetition interest
payments. It would be an absurd result if the Settlement Agreement were now interpreted to give
Socotra an additional upside of 50% of the accrued cash collateral. If the Parties meant to act in this
economically irrational manner, they would have said so in the Settlement Agreement.

Finally, even if the Distribution Waterfall somehow governed the distribution of cash
collateral from the Pinyon Properties, Section 5 required Socotra to receive and consent to the
Closing Statement (defined below), including an accounting of the Distribution Waterfall, before

the sale of the Pinyon Properties could close. Socotra raised no objection, and the sale closed on

: 24-10545 Doc# 4520 Filed: 08/06/26 Entered: 08/06/26 21:08:06 Page 3 of
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March 10, 2026. Having remained silent when the Settlement Agreement required it to speak,
Socotra waived and forfeited any right to demand a different distribution more than four months
after closing. For these reasons, and as further discussed below, Socotra is not entitled to any of the
pre-sale cash collateral of the Pinyon Properties, and the Court should deny the Motion.’

II. RELEVANT BACKGROUND

At the beginning of this case, Socotra was the Debtors’ largest single creditor, with an
aggregate principal amount of approximately $94 million outstanding under loans advanced to the
Debtors, plus more than $37 million in asserted accrued interest and fees, secured by 77 properties.®
Socotra was also the primary subject of the Committee’s investigation into the Debtors’ claims and
causes of action against non-debtors, including claims and causes of action arising from the
prepetition conduct of the Debtors, Kenneth Mattson, and affiliated entities.

The Committee’s investigation revealed, in part, that Socotra was the counterparty to many
self-interested transactions by Mr. Mattson; that Mattson further perpetuated his fraudulent scheme
by causing the Debtors to take out loans from third-party financing sources, including Socotra,
secured by one or more of the Debtors’ real properties; and that over the course of seven years, Mr.
Mattson transferred approximately $20 million from a LeFever Mattson bank account to the Socotra
Entities.” As a result of the investigation, the Committee informally asserted various claims against
Socotra, including fraudulent transfer, declaratory relief that Socotra is only entitled to restitution
claims to which principles of netting apply, and equitable subordination of Socotra’s claims.®

After two days of mediation, Socotra, the Debtors, and the Committee reached a settlement

that materially changed the economics of the Socotra Loans. The Settlement Agreement divided the

5 To the extent that the Court is inclined to grant the Motion, the Consolidated Debtor requests that the Court set a
further status conference and hearing to determine the reasonableness of Socotra’s legal fees and expenses incurred
in bringing the Motion.

¢ See Declaration of Bradley D. Sharp in Support of Joint Motion of LEM Debtors, Debtor KSMP and the Committee
to Approve Entry Into and Performance Under the Socotra Settlement Agreement [Docket No. 2558] (the “Sharp
Declaration”), § 6; Declaration of Robbin L. Itkin in Support of Joint Motion of LFM Debtors, Debtor KSMP and
the Committee to Approve Entry Into and Performance Under the Socotra Settlement Agreement [Docket No. 2557]
(the “Itkin Declaration”), 2.

7 See Docket No. 1713, q 13; see also Docket No. 1716, 4§ 19-20.

8 See Declaration of Kevin Katari in Support of Joint Motion of LFM Debtors, Debtor KSMP and the Committee to
Approve Entry Into and Performance Under the Socotra Settlement Agreement [Docket No. 2560] (the “Katari
Declaration”), 9 2.
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properties subject to a Socotra loan into two categories: Stay Relief Properties and the Retained
Properties. With respect to the Retained Properties, the Parties created a formula — as outlined in

Section 5 (the “Distribution Waterfall”) — to split the Net Sale Proceeds,” the Prepetition

Collections,'® and Cash Collateral.!! Notably, Section 5 of the Settlement Agreement provides that

2

it is “[s]ubject to the provisions of Section 6 below governing the sale of Pinyon Properties . . . .
Section 6 addresses the sale of Pinyon Properties and states, in pertinent part:

Sale of Pinyon Properties. . . . The Debtors shall use commercially
reasonable and good faith efforts to sell the Pinyon Properties to third party
purchasers to maximize value. Upon the closing of a sale of all the Pinyon
Properties as a “packaged” or “bulk” sale, the Debtors shall pay to
Socotra 100% of the outstanding principal balance due and owing
under the applicable Socotra Loans and retain all excess proceeds. If
the Pinyon Properties are sold individually, the Distribution Waterfall
described in Section 5 of this Settlement Agreement shall apply.
Notwithstanding the foregoing, if the Net Sale Proceeds resulting from any
sale of the Pinyon Properties, either as a packaged/bulk or individual sale(s)
are insufficient to pay 100% of the principal balance of the applicable
Socotra Loan(s), Socotra, in its sole and absolute discretion, shall have the
option of (i) consenting to the sale, with all Net Sale Proceeds being
distributed to the applicable Socotra Entity in full and final satisfaction of
the Debtors’ obligations under the applicable Socotra Loan, or (ii) not
consenting to the sale and obtaining relief from the automatic stay with
respect to the applicable Pinyon Properties.

Settlement Agreement, § 6 (emphasis added).

On January 27, 2026, the Debtors filed notice of the proposed sale of the Pinyon Creek
development, including the Pinyon Properties, to EDC Badger, LLC in a single bulk sale for
$22,250,000 [Docket No. 3464] (the “Sale Notice”). On March 10, 2026, the sale closed, and
Socotra received a payment of $10,586,728.00 (100% of the outstanding balance due and owing

under the applicable Socotra Loans) in accordance with the Seller’s Final Settlement Statement,

Defined as: “gross sale price of each Retained Property minus (i) property taxes, (ii) other uncontested liens, if any,
senior in priority to that of any Socotra Entity’s lien, (iii) seller broker commissions, (iv) buyer broker commissions,
(v) FTI Consulting’s 1.5% Advisory and Transaction Fee, and (vi) other closing costs, all to be set forth in a closing
statement approved in writing by the Socotra Entities prior to closing.” Settlement Agreement, n. 4.

Defined as: “all prepetition rents, proceeds, and profits generated from the Socotra Encumbered Properties.” Id. at
91G.

" Defined in accordance with section 363(a) of the Bankruptcy Code, per the Final Cash Collateral Order [Docket
No. 968]. See also Settlement Agreement, q F.
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dated March 10, 2026 (the “Closing Statement”).!? The Consolidated Debtor holds $315,597.55 in

escrowed funds attributable to rents from the Pinyon Properties. Socotra thereafter demanded 50%
of those funds, the Consolidated Debtor declined, and this Motion followed.
III. ARGUMENT

A. Section 6 of the Settlement Agreement is clear and unambiguous.

Under California law, if the language of a contract is clear and explicit, and does not involve
an absurdity, then the language of the contract is to govern its interpretation. See Cal. Civ. Code
§ 1638. Here, the language of Section 6 is clear and explicit. Section 6 provides, in pertinent part,
that “[u]pon the closing of a sale of all the Pinyon Properties as a ‘packaged’ or ‘bulk’ sale, the
Debtors shall pay to Socotra 100% of the outstanding principal balance due and owing under the
applicable Socotra Loans and retain all excess proceeds.”

Socotra and the Consolidated Debtor agree that the Pinyon Properties were sold as part of a
bulk sale; that “the Distribution Waterfall would not apply to such sale;” that “the parties agreed
that Socotra would be paid exactly 100% of the outstanding balance of the loan secured by the 12
parcels of the Pinyon Properties;” and that Socotra received a distribution from the sale proceeds
equal to 100% of the unpaid principal under the applicable Socotra Loans.!* However, Socotra
attempts to rationalize its alleged entitlement to 50% of the pre-sale cash collateral by asserting that
Section 6 addresses only sales proceeds of the Pinyon Properties — this assertion is unfounded.

Nowhere within Section 6 does it specify that this section only pertains to the distribution of
sale proceeds. The relevant provision of Section 6 states that the Debtors shall retain “all excess
proceeds,” not sale proceeds. “Proceeds” by definition extends beyond simply sale proceeds and
includes “something received upon selling, exchanging, collecting, or otherwise disposing of
collateral.” Black’s Law Dictionary (12th ed. 2024); see also Cal. U. Com. Code § 9102(64)
(““Proceeds’ . . . means any of the following property: (A) Whatever is acquired upon the sale, lease,

license, exchange, or other disposition of collateral. (B) Whatever is collected on, or distributed on

12 A copy of the Closing Statement is attached to the concurrently filed supporting declaration of Brooke Wilson (the
“Wilson Declaration”) as Exhibit A.

13" Motion, 5:21-22; id. at 6:2-4.
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account of, collateral. . . .”); see also Proceeds, MERRIAM-WEBSTER, https://www.merriam-
webster.com/dictionary/proceeds (last visited Aug. 6, 2026) (defining proceeds as the “total amount
brought in”).

Here, the pre-sale rents and cash collateral constituted “proceeds” as they were collected,
acquired, and/or brought in on account of Socotra’s collateral. Each applicable Socotra Loan was
secured by a deed of trust that defined the encumbered “Mortgaged Property” to include “[t]he Land,

14 and granted Socotra “a security interest

Improvements, Fixtures, Personalty, Leases, and Rents,
in the Personalty, Fixtures, Leases, and Rents under Article Nine of the Uniform Commercial Code
in effect in the State of California.” Deed of Trust, p. 1 of 28. By each applicable Socotra Loan, the

3

borrower also “irrevocably grants, transfers, and assigns to Lender the Rents,” an assignment
“effective to create a present security interest in existing and future Rents of the Mortgaged Property
under California Civil Code § 2938.” Id. Thus, because Socotra was granted a security interest in
the leases of the Pinyon Properties, the rents at issue fall within the definition of “proceeds” as they
are the funds collected on account of Socotra’s collateral. See Cal. U. Com. Code § 9102(64)
(defining “proceeds” to include “[w]hatever is collected on, or distributed on account of,
collateral™).

The Sale Notice further supports the Consolidated Debtor’s plain reading of Section 6. The
bulk sale of the Pinyon Properties included the tenant leases, which were assumed and assigned to
the buyer in connection with the sale. See Sale Notice, at 4-5. And, consistent with Section 6, the
Sale Notice provided that Socotra would be paid $10,586,728 at closing — an amount “calculated
based on the terms of the Socotra Settlement Agreement” — in satisfaction of its liens, and Socotra
acknowledges receiving 100% of the outstanding principal balance due under the applicable Socotra
Loans. See Sale Notice at 5 and n. 8; see also Motion, 4:10-11. Accordingly, when the bulk sale of
the Pinyon Properties closed, everything beyond Socotra’s 100% principal payment — including the

escrowed rents generated by the Pinyon Properties — constituted “excess proceeds” that the Debtors

were entitled to retain.

14 Seee.g., Deed of Trust, Assignment of Leases and Rents, Fixture Filing, and Security Agreement (109 Quail Court),
§ 1.19 (the “Deed of Trust”). A copy of the Deed of Trust is attached hereto as Exhibit A.
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Furthermore, had the Parties intended to limit Section 6 to the distribution of sale proceeds,
they could have done so. For example, the Parties could have clarified that, after paying Socotra
100% of outstanding principal on a bulk sale of the Pinyon Properties, the Debtors would retain all
excess “Net Sale Proceeds” — a term used in the last sentence of Section 6. The Parties could have
also titled Section 6 “Distribution of Sale Proceeds of Pinyon Properties” to mirror Section 5, instead
of simply “Sale of Pinyon Properties.” However, the Parties, each represented by sophisticated
counsel, chose not to. At bottom, the deal the Parties struck is clear and unambiguous and entitled
Socotra only to 100% of the outstanding balance of the loan secured by the 12 parcels of the Pinyon
Properties.

B. Sections 8 and 12(c) provide no independent path to the escrowed funds because
the Distribution Waterfall never applied to a bulk sale of the Pinyon Properties.

Socotra argues that Sections 8 and 12(c) of the Settlement Agreement route the escrowed
funds through the Distribution Waterfall, which in turn results in Socotra receiving 50% of the pre-
sale cash collateral for the Pinyon Properties. However, a plain reading of Sections 8 and 12 of the
Settlement Agreement forecloses this interpretation. Neither Section 8 nor Section 12(c) provide an
independent mechanism for distribution of the pre-sale cash collateral. Instead, each directs that
Prepetition Collections and Cash Collateral “shall be distributed as part of”” or “shall be distributed
through” the Distribution Waterfall.

The Distribution Waterfall, by its own definition, is subject to the provisions of Section 6 of
the Settlement Agreement. As explained above, Section 6 clearly states how proceeds should be
distributed between the Debtors and Socotra in the event of a bulk sale of the Pinyon Properties and
does not refer to the Distribution Waterfall. Further, Section 6 does not merely fail to mention the
Distribution Waterfall in connection with a bulk sale; it affirmatively specifies the sole circumstance
in which the waterfall applies to the Pinyon Properties: “[i]f the Pinyon Properties are sold
individually.” This further evidences that had the Parties sought to have the Distribution Waterfall
apply to a bulk sale of the Pinyon Properties, they would have done so. Socotra’s contrary reading
would instead strip Section 5’s “[s]ubject to the provisions of Section 6” qualifier — and Section 6’s

individual-sale trigger — of any effect, contrary to the settled rule that courts “must interpret

: 24-10545 Doc# 4520 Filed: 08/06/26 Entered: 08/06/26 21:08:06 Page 8 of
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contractual language in a manner which gives force and effect to every provision, and not in a way
which renders some clauses nugatory, inoperative or meaningless.” City of Atascadero v. Merrill
Lynch, Pierce, Fenner & Smith, Inc., 68 Cal. App. 4th 445, 473 (Cal. Ct. App. 1998); People v.
Donlin, 45 Cal. 4th 390, 413 n. 17 (Cal. 2009); see also Cal. Civ. Code § 1641 (“The whole of a
contract is to be taken together, so as to give effect to every part, if reasonably practicable, each
clause helping to interpret the other.”). In sum, the entire economics of a bulk sale of the Pinyon
Properties are encapsulated in Section 6 of the Settlement Agreement.

C. Adopting Socotra’s interpretation would lead to an absurd result.

Through the Settlement Agreement, the economics of the Socotra Loans materially changed.
Under the Settlement Agreement, the Debtors and Socotra share the risk and reward of the property
sales of all Retained Properties, except in the case of a bulk sale of the Pinyon Properties. In such a
scenario, Socotra obtained certainty. Socotra was guaranteed to be paid 100% of the outstanding
principal balance due under the applicable Socotra Loans and avoid any dispute over allocating a
purchase price between encumbered and unencumbered properties. In exchange for accepting this
economic risk and guaranteeing 100% principal recovery to Socotra in a bulk sale scenario, the
estate would receive 100% of any possible upside.

Socotra’s interpretation of the Settlement Agreement, on the other hand, would lead to an
absurd result, and California law forecloses such a reading. Under California law, the interpretation
of a contract “must be fair and reasonable, not leading to absurd conclusions.” ASP Props. Grp.,
L.P. v. Fard, Inc., 133 Cal. App. 4th 1257, 1269 (Cal. Ct. App. 2005) (citation omitted); see also
Cal. Civ. Code § 1643 (a contract “must receive such an interpretation as will make it. . . reasonable,
and capable of being carried into effect, if it can be done without violating the intention of the
parties”). Socotra’s interpretation of the Settlement Agreement, that it is entitled to a guaranteed
100% of the principal balance of the applicable Socotra Loans and half of the Pinyon Properties’
pre-sale cash collateral, would lead to an economically irrational and absurd result.!> Under this

structure there would have been no meaningful settlement.

15 Socotra also retained the cash reserve established under the applicable loan documents for each Pinyon Property
($600,000 in the aggregate).
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Indeed, Socotra concedes that the Parties agreed that Socotra “would be paid exactly 100%
of the outstanding balance of the loan secured by the 12 parcels of the Pinyon Properties.” Motion,
6:2-4. Exactly 100% does not mean 100% plus another $157,798.78 of the estate’s escrowed rents.
Such a windfall was not the Parties’ intention, and if it were, it would have been expressly stated in
Section 6. Thus, that Socotra’s interpretation of the Settlement Agreement would produce an
economically irrational and absurd result further supports denial of the Motion.

D. Even if Section S applied, Socotra consented to the Closing Statement —
including the accounting of the Distribution Waterfall — and forfeited any
objection long before it filed the Motion.

Even if the Court were to adopt Socotra’s interpretation of the Settlement Agreement,
Socotra would still not be entitled to half of the pre-sale cash collateral, because Socotra consented
to the Closing Statement. In addition to describing the Waterfall Distribution, Section 5 prescribes
when and how any dispute over a distribution under the Settlement Agreement must be raised.
Section 5 provides that “[iJn connection with each sale, and each distribution to the Socotra
Entities contemplated under this Settlement Agreement, the Debtors shall provide to the Socotra
Entities in advance of closing a copy of the applicable closing statement (a ‘Closing Statement’) for
each anticipated sale of a Retained Property and an accounting of the Distribution Waterfall.”
Settlement Agreement, § 5 (emphasis added). Critically, “[t]he sale shall not close unless Socotra
consents to the Closing Statement.” Id. Section 5 further requires that should the Parties not be able
to mutually agree upon a Closing Statement, then the Parties are required to submit their dispute to
the Court. /d. at § 5(b).

Here, Socotra was provided with the Closing Statement, which set forth the complete
accounting of the sale, including the $10,586,728.00 payment to Socotra in satisfaction of the
outstanding principal balance of the applicable Socotra Loans. See Closing Statement, 1-3. The
proration and allocation of tenant rents and security deposits was also expressly addressed on the
face of the Closing Statement. See id. If Socotra believes it was entitled to a distribution of the pre-
sale cash collateral — a distribution Socotra argues was contemplated under the Settlement
Agreement — then Socotra should have raised (and, under Section 5, had the obligation to raise) that

such distribution was absent from the Closing Statement. Instead, Socotra consented to the Closing

Cage: 24-10545 Doc# 4520 Filed: 08/06/26 Entered: 08/06/26 21:08:06 Page 10
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Statement and the sale closed. Socotra did not object to the Closing Statement or to the distributions
reflected therein, did not invoke the dispute resolution procedure of Section 5(b), and did not seek
any relief from this Court prior to closing.

Therefore, even accepting Socotra’s (incorrect) premise that the Distribution Waterfall
governs the allocation of pre-sale cash collateral in a the bulk sale of the Pinyon Properties, Section
5 required Socotra to raise any objection to the accounting of that waterfall — including the treatment
of the pre-sale cash collateral — before the sale closed. However, Socotra raised no such objection.
It consented to the Closing Statement, accepted more than $10.5 million at closing, and waited more
than four months to come before the Court to claim an entitlement to 50% of the pre-sale cash
collateral. By its silence and its acceptance of the benefits of the closing, Socotra waived and
forfeited any objection to the distributions made in connection with the bulk sale, including with
respect to the escrowed rents. See Waller v. Truck Ins. Exch., Inc., 11 Cal. 4th 1, 31 (Cal. 1995)
(explaining that “waiver is the intentional relinquishment of a known right after knowledge of the
facts” and may be implied from “conduct indicating an intent to relinquish the right”) (citations
omitted). On this independent ground as well, the Motion should be denied.

E. The Consolidated Debtor reserves its rights with
respect to the fees and expenses sought by Socotra.

Under Section 19 of the Settlement Agreement, “the prevailing party” in an action to enforce
the Settlement Agreement is entitled to an award of attorneys’ fees and expenses reasonably incurred
in the action. Through its Motion, Socotra seeks $33,915.00 in fees through July 21, 2026, but did
not include time records with its Motion, and expects to incur further fees and expenses in
connection with prosecution of the Motion. Should the Court grant the Motion, the Consolidated
Debtor requests that the Court set a further status conference and hearing to determine the
reasonableness of Socotra’s legal fees and expenses incurred in bringing the Motion. Furthermore,
should the Court deny the Motion, the Consolidated Debtor reserves its rights under Section 19 to

seek an award of attorneys’ fees and expenses reasonably incurred in this action.
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IV.

CONCLUSION

For the foregoing reasons, the Consolidated Debtor respectfully requests that the Court deny

the Motion. Alternatively, should the Court decide to grant the Motion, the Consolidated Debtor

requests that the Court set a further status conference and hearing to determine the reasonableness

of Socotra’s legal fees and expenses incurred in bringing the Motion.

Dated: August 6, 2026

PACHULSKI STANG ZIEHL & JONES LLP

By

/s/ Brooke E. Wilson
Debra I. Grassgreen
John D. Fiero

Jason H. Rosell
Brooke E. Wilson

Counsel to the Consolidated Debtor
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CERTIFIED TOAJE A TRUE COPY
STEWART JITLE OF SA6RAMENTO
BY .

PROMISSORY NOTE SECURED BY DEED OF TR ST
v

$990,000.00 Date; 02/23/2022
Sacramento, California
(city)

Property Address: 10% Quail Court, Truckee, CA 96161 (the “Property”)

FOR VALUE RECEIVED, the undersigned, KS Mattson Pariners, LP, a California Limited
Partnership (“Borrower™), hereby promises to pay to Socotra REIT 1 LLC, a Delaware Limited Liability
Company {CFL# 60DBO108173) (*Lender™), the principal sum of Nine Hundred Ninety Thousand and 00/100

Dollars ($990,000.080), together with interest on the unpaid principal balance of this Promissory Note Secured by
Deed of Trust (“Nete™), as follows:

1. Interest. Interest on the unpaid principal balance will accroe from the date the proceeds have been
transmitted by Lender to the Bormower or to any person or entity charged with distributing them to the Borrower {the
“Date of Advance”) at an annual rate equal to Nine and Three Quarters percent (9.75%). Borrower’s interest rate
may change pursuant to Section 2.5 and/or Section 2.10 and/or Section & of this Note. Unless otherwise provided in
this Note, interest on this Note is computed on a 30/360 simple interest basis; that is, with the exception of odd days
before the first full payment cycle, monthly interest is calculated by applying the ratio of the interest rate over a year
of 360 days, multiplied by the outstanding principal balance, multiplied by a month of 30 days. Interest for the odd
days before the first full month is calculated on the basis of the actual days and a 360-day year, All interest payable
under this Note is computed using this methed,

2. Payment of Principal and Interest.

1.1 Pavinents, Interest-only payinents shall be due and payable in consecutive monthly
instaliments of Eight Thousand Forty Three and 75/100 Dollars ($8,043.75) on the 1st day of each month
beginning on #5/01/2022, Such payments shall continue until the entire indebtedness evidenced by this Note and all
accrued and unpaid interest and fees are fully paid, with any unpaid principal and interest due and payable on
04/01/2024 (the “Maturity Date™).

Payments due under the Note shall be made in U.S. currency. However, if any check or other
instrument received by Lender as payment under the Note or the Security Instrument (as that term is defined in
Section 12 of this Note) is returned to Lender unpaid, Lender may require that any or all subsequent payments due
under this Note and the Security Instrument be made in one or more of the following forms, as selected by Lender:
(a) cash; (b) money order; (c) certified check, bank check, treasurer’s check or cashier’s check, provided any such
check is drawn upon an institution whose deposits are insured by a federal agency, instrumentality, or entity; or {d)
Electronic Funds Transfer,

2.2 Balloon Payment. The payment schedule contained in this loan requires that Borrower
make a balloon payment on the Maturity Date. This balloon payment is more than doubie the amount of the regular
payments. _

1.3 Order of Application of Payments. Each payment under this Note shall be credited in
the following order: (a) costs, fees, charges, and advances paid or incurred by Lender or payable to Lender and
interest under any provision of this Note or the Deed of Trust, in such order as Lender, in its sole and absclute
discretion, elects, (b) interest payable under the Note, and (¢} principal under the Note.

24 Delivery of Payments.  Payments due under this Note shall be made to Lender by
electronic funds transfer by automated clearing house payments (“ACH Payments™). Borrower shall at all times
maintain a valid account to be used for ACH Paymenis and shall ensure sufficient funds in the account to cover the
amount of each payment or debit entry. Borrower’s failure to maintain a valid account to be used for ACH Payments
or failure to deposit and/or maintain sufficient funds in the account for each debit entry, shall be a Default under
paragraph 4 of this Note. Lender reserves the right, in its sole and absolute discretion, 10 require payment in any
other manner,

25 REMOVED

2.6 REMOVED

2.7 REMOVED

2.8 Collateral Reserve, Out of the Loan proceeds, Lender wiil hold in reserve an amount
equal to Fifty Thousand and 00/100 Dollars ($50,000.00) as a collateral reserve account (the “Collateral
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Reserve™). Lender will deposit the Collateral Reserve into a non-interest bearing account, and in its sole and
absolute discretion, may use the Collateral Reserve to pay for interest payments, maiutaining and improving the
property, including any and all deferred maintenance required on the property, taxes, insirance premiums, supplies,
and all other costs in which the Lender may need to protect and secure its security interest in the property. Borrower
agrees that Lender shall have sole and absolute right and discretion to determine the application of funds held in the
Collateral Reserve, Borrower acknowledges and agrees that the amounts held in reserve under this paragraph are
part of the Loan principal, and bear interest.

2.9 REMOVED

2.10  Discretionary Right to Extension. Lender shall have the discretionary right to extend
the Maturity Date of the Note in six (6} month increments, without the prior notification to or consent of Borrower,

2.10.1 [Extension Fee. If Lender exercises its discretionary right to extend the Maturity

Date of the Note, Borrower shall pay a brokerage fee of two percent {2%) of the outstanding principal balance as an
extension fee (“Extension Fee”). A separate Extension Fee will be charged for each six (6) month extension of the
Maturity Date, at Lender’s discretion. Each separate Extension Fee shall bear interest at the contracted rate provided
in this Note, unless each such fee is paid in full by Borrower within fourteen (14) days of the date of the notice
described in Section 2.10,2.

2.10.2 Notice of Extension of Maturity Date. Lender shall provide Borrower with
rotice of the extension within ten (10} days afier the Maturity Date.

2,103 Adjustable Interest Rate and Payment Changes. Upon Lender exercising its
discretionary right 1o extend the Maturity Date of the Note, the interest rate on the unpaid principal balance, which
shall include the Extension Fee, shall change from a fixed rate of interest to an adjustable rate of interest that may
change on the first day every month thereafter based on the most recent Index figure as referenced bclow is as
follows:

i Change Dates. The date on which Borrower’s initial fixed interest
rate changes to an adjustable interest rate, and each date on which Borrower’s adjustable interest rate could change
is called a “Change Date.”

i, The Index. At each Change Date, Borrower’s interest rate will be
based on an Index., The “Index™ is the Prime Rate as published in the Wall Street Journal. The most recent Index
figure available as of the date of the first day of the month preceding each Change Date is called the “Current
Index.” I the Index is no longer available, Lender will choose a new index that is based upon comparable
information. Lender will give Borrower notice of this choice,

iti. Calculation of Change. Before the Change Date, Lender will
calculate Borrower’s new interest rate by adding Eight and One Half percentape points {8.50%) (“Margin™} to the
Current Index. Lender will then round the result of this addition to the next higher one-quarter of one percentage
point (0.25%). Subject to the Floor Rate stated in Section 2.10,3(iv} below, this rounded amount will be Borrower’s
new interest rate uniil the Maturity Date.

Lender will then determine the amount of the monthly payment that would be
sufficient {0 repay the unpaid principal that Borrower is expected to owe at the Change Date in full on the
Maturity Date at Borrower’s new interest rate in substantially equal payments. The result of this calculation
will be the new amount of Borrower’s monthly payment (only applicable if an amortized loan),

iv. Limits on Interest Rate Change, The interest rate Bormower is
required to pay at the first Change Date will not be greater than 11,75% or less than 9.75%. Thereafter, Bommower’s
adjustable interest rate will never be increased or decreased on any single Change Date by more than two percentage
points from the rate of interest Borrower has been paying for the preceding month. Borrower’s interest rate will
nzver be greater than 19.75% (the “Maximum Rate™), nor less than 9.75% (the “Floor Rate™} except as provided in
Section 6 herein {Interest on Default).

V. Effective Date of Change. Borrower’s new interest rate will become
effective on the Change Date, Borrower will pay the amount of his, her or their new monthly payment beginning on
the first monthly payment date after the Change Date.

Vi, Natice of Change. Lender will deliver or mail to me a notice of any
change in Borrower’s interest rate and the amount of Borrower’s monthly payment before the effective date of any
change, The notice will include information required by law to be given to Borrower and also the title and telephone
number of a person who will answer any question Borrower may have regarding the notice.

3. Late Charge. Borrower acknowledges that default in the payment of any sum due under this Note will
result in losses and additional expenses to Lender in servicing the indebiedness evidenced by this Note, handling
such delinquent payments, and meeting its other financial obligations. Borrower further acknowledges that the
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extent of such loss and additional expenses is extremely difficult and impractical to ascertain. Borrower
acknowledges and agrees that, if any payment due under this Note is not received by Lender within ten (10) days
when due, a charge of 10 cents ($0.10) for each dollar ($1.00) that is not paid when due would be a reasonable
estimate of expenses so incurred (the “Late Charge™). Without prej udicing or affecting any other rights or remedies
of Lender, Borrower shall pay the Late Charge to Lender as liquidated damages to cover expenses incurred in
handling such delinquent payment.
4. Default, Default shall occur on (a) Borrower's failure to pay any installment or other sum due under this
Note when due and payable (whether by extension, acceleration, or otherwise), (b) an Event of Default (as defined
in the Deed of Trust), or (c) any breach of any other promise or obligation in this Note or in any other mstrument
now or hereafter securing the indebtedness evidenced by this Note, then, and in any such event, Lender may, at its
option, declare this Note (including, without limitation, all accrued interest) due and payable immediately regardless
of the Maturity Date. Borrower expressly waives notice of the exercise of this option,
5. Prepayment,

5.1 REMOVED

52 Ability to Pay Prepayment, Borrower shall have no right to prepay and Lender shall have no
duty to accept full or partial prepayment of this Note without Borrower giving Lender thirty (30) days prior written
notice of his, her or its intention to prepay this Note. Said notice shall include the ainount Borrower intends to
repay. Borrower shell pay Lender the principal due under this Note together with (a) any prepayment premium
contemplated in paragraph 5.1 of this Note and (b) any accrued but yet unpaid interest anil fees.

5.3 Prepayment Waivers. BORROWER ACKNOWLEDGES AND AGREES THAT BORROWER
HAS NO RIGHT TO PREPAY THIS PROMISSORY NOTE EXCEPT AS PROVIDED IN THIS PARAGRAPH 5.
BORROWER FURTHER ACKNOWLEDGES AND AGREES THAT IF THE MATURITY DATE IS
ACCELERATED BY LENDER PURSUANT TO PARAGRAPH 4 OR 8, AND BORROWER OR ANY THIRD
PERSON (INCLUDING, WITHOUT LIMITATION, A JUNIOR LIEN LENDER OF THE PROPERTY)
THEREAFTER SEEKS TO PAY OFF SUCH ACCELERATED INDEBTEDNESS OR PURCHASE THE
PROPERTY AT A FORECLOSURE SALE (WHETHER JUDICIAL OR NON-JUDICIAL), SUCH PAYOFF OR
PURCHASE SHALL CONSTITUTE A PREPAYMENT HEREUNDER AND THE PREPAYMENT PREMIUM
SET FORTH ABOVE SHALL BE DUE IN THE EVENT PREPAYMENT OCCURS. HY INITIALING BELOW,
BORROWER SPECIFICALLY ACKNOWLEDGES AND AGREES THAT BORROWER SHALL PAY THE
PREPAYMENT PREMIUM, EVEN IN THE CASE WHERE LENDER HAS ACCELERATED THE MATURITY
DATE PURSUANT TO PARAGRAPH 4 OR PARAGRAPH 8; THAT THE CALCULATION OF THE
PREPAYMENT PREMIUM IS FAIR AND REASONABLE TO COMPENSATE LENDER FOR THE LOSS
WHICH LENDER MAY INCUR AS A RESULT OF PREPAYMENT OF THIS PROMISSORY NOTE; THAT
BORROWER WAIVES ANY RIGHT BORROWER MAY HAVE OR CLAIM TO HAVE UNDER CALIFORNIA
CIVIL CODE SECTION 2954.10 OR ANY SUCCESSOR STATUTE; AND THAT LENDER HAS MADE THE
LOAN EVIDENCED BY THIS PROMISSORY NOTE IN RELIANCE ON THE AGREEMENTS AND
WAIVERS OF BORROWER IN THIS PARAGRAPH 5 AND LENDER WOULD NOT HAVE\MADE THE
LOAN WITHOUT SUCH AGREEMENTS AND WATVERS.

BORROWER’S INITIALS:

G Interest on Default, 1f Borrower is in default under this Note, as that evznt is contemplated under
paragraph 4 of this Note, or defaults under any other clause of any document associated with this Note, then the
entire unpaid principal balance shall automatically bear an annual interest rate (instead of the rate specified in
paragraph 1) equal to the lesser of (a) Twenty-Five percent (25%) or (b) the maximum interest rate allowed by law
(the “Default Rate™). If the Maturity Dale is accelerated pursuant to Paragraph 4, the unpaid principal shall accrue
interest at the Default Rate only until the default is cured and the Deed of Trust is reinstated. Borrower
acknowledges and agrees that it would be extremely difficult or impractical to fix the actual damages resulting from
Borrowet's failure to pay the principal, accrued interest and other sums as and when due, and therefore Borrower
shall pay interest at the Default Rate not as a penalty, but for purposes of defraying the expenses incident to handling
the past due principal, accrued interest and other sums due under this Promissory Note. Interest at the Default Rate
represents the reasonable estimate of the loss that may be sustained by Lender due to the failure of Borrower to pay
the principal, accrued interest and other sums as and when due. Interest at the Default Rate shall be payable hy
Borrower without prejudice to the rights of Lender to collect any other amounts to be paid under this Promissory
Nete (including, without limitation, late charges pursuant to Paragraph 3, above) or the Decd of Trust.
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7. Interest on Interest. If any interest payment under this Note is not paid when due, the unpaid interest shail
be added to the principal of this Note, shall become and be treated as principal, and shall thereafter bear like interest.
8. Due-on-Sale. If Borrower sells, conveys, assigns or otherwise transfers (a) all or any part of the Property,
{b) any interest in the Property, or (¢} all or substantially all of the beneficial interest of Borrowcr {which shall
include, without limitation, a sale or other transfer of twenty five percent (25%) or more of the shares of Borrower if
Borrower is a corporation, a sale or other transfer of twenty five percent (25%) or more of the general pariners'
interests in Borrower if Borrower is a partnership, as sale or other transfer of twenty five percent (25%) or more of
the membership interests of Borrower if Borrower is a Limited Liability Company, and/or a sale or other transfer of
twenty five percent (25%) or more of the Borrower’s assets ), whether any such sale, conveyance, assignment or
other transfer occurs directly or indirectly, voluntarily or involuntarily or by operation of law, without the prior
writien consent of Lender {(which may be withheld in Lender's sole and absolute discreticn), then Lender may elect,
in its sole and absolute discretion, to accelerate the Maturity Date and declare the entire unpaid principal, accrued
interest and other sums due bereunder to be immediately due and payable.

9. Attorney Fees. Borrower agrees to pay the following costs, expenses, and attorney fees {as “attorney fees”
are defined in section 1.1 of the Deed of Trust) paid or incurred by Lender, or adjudged by a court: (a) reasonable
costs of collection and costs, expenses, and attorney fees paid or incurred in connection with the collection or
enforcement of this Note, whether or not suit is filed; (b) reasonabie costs, expenses, and attorney fees paid ot
incurred in conoection with representing Lender in any bankruptcy, reorganization, receivership, or other
proceedings affecting creditors' rights and involving a claim under this Note; (c) reascnable costs, expenses, and
attorney fees incurred to protect the lien of the Deed of Trust; and {d) costs of suit and such sum as the court may
adjudge as attomney fees in any action to enforce payment of this Note or any part of it.

10. Waiver. Borrower, endorsers, and all other persons liable or to become liable on this Note waive
diligence, presentment, protest and demand, and also notice of protest, demand, nonpaynient, dishonor and maturty
and consents to any extension of the time or terms of payment hereof, any and all renzwals or extensions of the
terms hereof, any release of all or any part of the security given for this Promissory Note, any acceptance of
additional security of any kind and any release of any party liable under this Promissery Note. Any such renewals
cr extensions may be made without notice to Borrower.

11. Notice. Any notice required to be provided in this Note shall be given in writing and shall be sent (a) for
personal delivery by a delivery service that provides a record of the date of delivery, the individual to whom
delivery was made, and the address where delivery was made; (b) by first-class certified {Jnited States mail, postage
prepaid, return receipt requested; or (c) by a naticnally recognized overnight courier service, marked for next day
business delivery. All notices shall be addressed to the party to whom such notice is to be given at the following
addresses:

Lender: Socotra REITILLC
c/0 Socotra Capital,
2208 29 Street, Suite 100,
Sacramento, CA 95817

Borrower: KS Mattson Partners, LP
PO Box 5490
Vacaville, CA 95696

or 1o such other address as a party may designate by written notice to the other. All notices shall be deemed effective
on the earliest of (a) actual receipt; {b) rejection of delivery; (c) if sent by certified mail, the third day on which
regular United States mail delivery service is provided after the day of mailing or, if sent by overnight delivery
service, on the next day on which such service makes next-business-day deliveries after the day of sending.

12. Secured by Deed of Trust. This Note is secured by, among other things, that certain Deed of Trust,
Assignment of Leases and Rents, Fixture Filing, and Security Agreement (the “Deed of Trust” or “Security
Tnstrument”) of even date herewith made by Bormrower, as trustor, for the benefit of Lender, as beneficiary.

13. Forbearance Not a Waiver. If Lender delays in exercising or fails to exercise any of its rights under this
Note, that delay or failure shall not constitute a waiver of any Lender rights or of any breach, default, or failure of
condition under this Note. No waiver by Lender of any of its rights or of any such breach, default, or failure of
condition shall be effective, unless the waiver is expressly stated in a writing signed by Lender.
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14, Assignment. This Note inures to and binds the heirs, legal representatives, successors, and assigns of
Borrower and Lender; provided, however, that Borrower may not assign this Note or any proceeds of it, or assign or
delegate any of its rights or obligations, without Lender's prior written consent in each instance. Lender in its sole
discretion may transfer this Note, and may sell or assign participations or other interests in all or any part of this
Note, all without notice to or the consent of Borrower.

15, Governing Law. This Note shall be construed and enforce able according to the laws of the State of
California for all purposes.

16. Made or Arranged by a California Finance Lender and Broker. Borrower acknowledges that this Note
was made or arranged by a licensed California Finance Lender and Broker (Socotra Capital, Inc,, CFL
#60DBO52860) and that the broker’s participation was a material factor in consummating this loan.

17, Usury. All apreements between Borrower and Lender are expressly limited, so that in no event or
contingency, whether because of the advancement of the proceeds of this Note, acceleration of maturity of the
unpaid principai balance, or otherwise, shall the amount paid or agreed to be paid to Lender for the use, forbearance,
or retention of the money to be advanced under this Note exceed the highest lawful rate permissible under applicable
usury laws. If, under any circumstances, fulfillment of any provision of this Note cor the Deed of Trust securing this
Note or any other agreement pertaining to this Note, after timely performance of such provision is due, shall involve
exceeding the limit of validity prescribed by law that a court of competent jurisdiction deems applicable, then, ipso
facto, the obligations to be fulfilled shall be reduced to the limit of such validity. If, under any circumstances,
Lender shall ever receive as interest an amount that exceeds the highest lawful rate, the amount that would be
excessive interest shall be applied to reduce the unpaid principal balance under this Note and not to pay interest, or,
if such excessive interest exceeds the unpaid principal balance under this Note, such excess shall be refunded to
Borrower. This provision shall control every other provision of all agreements between Borrower and Lender.

18. Time IS of the Essence. Time is of the essence with respect to all obligations of Borrower under this Note.
19, Cross-Default, Any default under the termns of any loan agreement, promissory note, deed of trust,

morigage, lease, conditional sale contract or other agreement, document or instrument evilencing, governing or
securing any indebtedness owing by Borrower or any Affiliate of Borrower to Lender or any Affiliate of Lender;
shall, at Lender’s option, constitute a default under this Note. The following definitions shall apply to this Section:

“Alfiliate™ means, with respect to any Person, any other Person that is directly or indirectly Controlling,
Controlled by or under common Control with, such Person,

“Control” and derivative terms means the possession, directly or indirectly, and acting either alone or
together with others, of the power or anthority to direct or cause the direction of the management, material
policies, material business decisions or the affairs of a Person, whether through the ownership of equity
securities or interests, by contract or other means.

“Person” means any natural person, business, corporation, company, and or association, limited liability
company, parinership, limited partnership, limited liability partnership, joint venture, business enterprise,
trust, govemnment authority or other legal entity.

BORROWER’S INITIALS

29, Dispute Resolution: Waiver of Right to Jury Trial, '

201 ARBITRATION. CONCURRENTLY HEREWITH, BORROWER AND ANY GUARANTOR
SHALL EXECUTE THAT CERTAIN ARBITRATION AGREEMENT WHEREBY BORROWER, ANY
CGUARANTOR, AND LENDER AGREE TO ARBITRATE ANY DISPUTES TO RESOLVE ANY CLAIMS (AS
LEFINED IN THE ARBITRATION AGREEMENT).

20.2 WAIVER OF RIGHT TO JURY TRIAL, TO THE EXTENT PERMITTED BY SAID
APPLICABLE LAW, BORROWER, ANY GUARANTOR, AND LENDER AGREE TC WAIVE THEIR
RESPECTIVE RIGHTS TO A FURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION BASED ON, OR
ARISING FROM, THIS NOTE THE SCOPE QOF THIS WAIVER IS INTENDED TO BE ALL-ENCOMPASSING
CF ANY AND ALL DISPUTES THAT MAY BE FILED IN ANY COURT AND THAT RELATE TO THE
SUBJECT MATTER OF THIS TRANSACTION, INCLUDING, WITHQUT LIMITATION, CONTRACT
CLATMS, TORT CLAIMS, BREACH OF DUTY CLAIMS, AND ALL OTHER COMMON LAW AND
STATUTORY CLAIMS. BORROWER AND, BY ITS ACCEPTANCE OF BENEFITS OF THIS NOTE.,
LENDER EACH (A) ACKNOWLEDGES THAT THIS WAIVER IS A MATERIAL INDUCEMENT FOR
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BORROWER AND LENDER TO ENTER INTO A BUSINESS RELATIONSHIP, THAT BORROWER AND
LENDER HAVE ALREADY RELIED ON THIS WAIVER BY ENTERING INTO THIS NOTE OR ACCEPTING
ITS BENEFITS, AS THE CASE MAY BE, AND THAT EACH SHALL CONTINUE TO RELY ON THIS
WAIVER IN THEIR RELATED FUTURE DEALINGS, AND (B) FURTHER WARRANTS AND REPRESENTS
THAT EACH HAS REVIEWED THIS WAIVER WITH ITS LEGAL COUNSEL, AND THAT EBACH
KNOWINGLY AND VOLUNTARILY WAIVES ITS JURY TRIAL RIGHTS FOLLOWING CONSULTATION
'WITH LEGAL COUNSEL. THIS WAIVER IS IRREVOCABLE, IT MAY NOT BE MODIFIED EITHER
ORALLY OR IN WRITING, AND THIS WAIVER SHALL APPLY TO ANY SUBSEQUENT AMENDMENTS,
RENEWALS, SUPPLEMENTS, OR MODIFICATIONS TO THIS NOTE.

BORROWER'S INITIALS -

21, Representation on Use of Proceeds. Borrower represents and warrants to Lender that the proceeds of this
Note will be used solely for business, commercial investment, or similar purposes, and 1hat no portion of it will be
used for personal, family, or household purposes.

22, Assignment. Holder may, at its sole option, assign this Promissory Note and/or designate any other person
or entity as the holder hereof,
23, No Modifications or Amendments; No Waijver. Except as specified herein, this Promissory Note may not

te amended, modified or changed, nor shall any waiver of the provisions hereof be effective, except only by an
instrument in writing signed by the party against whom enforcement of any waiver, amendment, change,
modification or discharge is sought. Additionally, a waivet of any provision in one event shall not be construed as a
waiver of any other provision at any time, as a continuing waiver, or as a waiver of such provision on a subsequent
event.

24, Severability, Any provision of this Promissory Note which shall be held by a court of competent
jurisdiction to be invalid, void or illegal shall in no way affect, impair or invalidate ary other provision or term
hereof, and such other provisions or terms shall remain in full force and effect.

25. Successors and Assigns. Whenever used herein, the terms “Lender” and “Botrrower” shall be deemed to
include their respective heirs, personal representatives, successors and assigns.

26. Cooperation. Borrower acknowledges that Lender and its successors and assigns may {a) sell, transfer, or
assign the Deed of Trust, this Note, and other Loan Documentis to one or more investors as a whole loan, in a rated
ot unrated public offering or private placement; {b) participate the Loan secured by the Deed of Trust to one or more
investors in a rated or unrated public offering or private placement; (c) deposit the Deed of Trust, this Note, and
other Loan Docurmnents with a trust, which trust may sell certificates to investors evidencing an ownership interest in
the trust assets in a rated ot unrated public offering or private placement; or (d) otherwise sell the Loan or interest
therein to investors in a rated or unrated public offering or private placement. {The transactions referred 1o in clauses
{a)-(d) are hereinafler referred to as "Secondary Market Transactions.”} Borrower shall, at Lender's expense,
cooperate in good faith with Lender in effecting any such Secondary Market Transaction and shall cooperate in good
faith to implement all requirements reasonably imposed by the participants involved in any Secondary Market
Transaction (including, without limitation, a Rating Agency and/or an institutional purchaser, participant, or
investor) including, without limitaticn, all structural or other changes to the Loan, modifications to any documents
evidencing or securing the Loan, delivery of opinions of counsel acceptable to the Rating Agency or such other
purchasers, participants or investors, and addressing such matters as the Rating Agency or such other purchasers,
participants, or investors may require; provided, however, that the Bormrower shall not be required to modify any
documents evidencing or securing the Loan that would modify (i) the interest rate payable under this Note, (ii) the
stated maturity of this Note, (iii) the amortization of principal of this Note, or (iv) any other material terms or
covenants of the Loan. Borrower shall provide such information and documents relating to Borrower, the Property,
the Leases, and any lessees as Lender or the Rating Agency or such other purchasers, participants, or investors may
reasonably request in connection with a Secondary Market Transaction. Lender shall have the right to provide to the
Rating Agency or prospective purchasers, participants, or investors any information in its possession including,
without limitation, financial statements refating to Borrower, the Property, and any lessee. Borrower acknowledges
that certain information regerding the Loan and the parties thereto and the Properly may be included in a private
placement memoranduin, prospectus, ot other disclosure documents,

27, Obligations of Borrower Joint and Several, If more than one Person or entity is named as Borrowet,
each obligation of Borrower under this Note shall be the joint and several obligations of each individual such Person
or entity. Any percentages that appear in the identification of the Borrower shall have no effect on the obligations
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under this Note, and each individual Person or entity named as Borrower shall be jointly and severally responsible
for one-hundred percent (100%) of the obligations under this Note.
18, Cannabis Related Tenants.

28.1 Tenant Permitting. In the cvent the Property is leased to a tenant that intends to utilize the
Property to conduct activities invelving cannabis and is subject to regulation under California and local law
(“Cannabis Business™), Borrower agrees that it shall not allow any such tenant lo operate any Cannabis Business at
the Property without first receiving proof of compliance with applicable state and local taw and delivering such
proof to Lender. Evidence of compliance shall include a copy of a permit issued by the applicable local
govemmental apthority authorizing Tenant to operate a Cannabis Business at the Property. In no event shall
Borrower operate a Cannabis Business at or on the Property,

282  Compliance Defaults, The following shall constitute additional Events of Default under the
terins of the Note and the Deed of Trust (“Compliance Default”): a) Borrower fails to provide proof of Tenant’s
compliance as required under Section 28.1; b) Tenant commences operating a Cannahis Business at the Property
without complying with applicable California and local law and providing proof of such compliance to Lender; c)
Borrower, Tenant or other occupant of the Property uses the Property in a manner that is nct in compliance with
California and local law; or d) any Federal, State, or local govemmental authority commences & forfeiture
proceeding against the Property. Tn the event of a Compliance Default Lender may, at its option, declare the Note
(including, without limitation, all accrued interest) due and payable immediately regardless of the Maturity Date.
Borrower expressly waives notice of the exercise of this option.

BORROWER: :
KS Matts ¥, p.Cal ifornia Limited Partnership
: ' ' , 4 California limited liability company
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WHEN RECORDED, RETURN TO:
ms‘;zui, copy
Socotra REIT 1 LLC b p "Q?{A}J?: ,.-w
¢/o Socotra Capital '
2208 29" Street, Suite 100

Sacramento, California 95817

Loan No, 22-28CF

DEED OF TRUST, ASSIGNMENT OF LEASES AND RENTS, FIXTURE FILING, AND
SECURITY AGREEMENT

Note Amount: $990,000.00
Property Address: 109 Quail Court, Truckee, CA 96161
APN: 107-170-036-000

THIS DOCUMENT CONSTITUTES A FIXTURE FILING IN ACCORDANCE WITH CALIFORNIA
COMMERCIAL CODE SECTION 9502,

This Deed of Trust, Assignment of Leases and Rents, Fixture Filing, and Security Agreement (the “Deed of Trust™)
is made as of 02/23/2022, among KS Mattson Partners, LP, a California Limited Partnership (“Borrower”),
whose address is PO Box 5490 Vacaville CA 95696; Stewart Title, a title & escrow company (“Trustee”); and
Socotra REIT 1 LLC, a Delaware Limited Liability Company (CFL# 60DBO108173) (“Lender™), whose
address is c/o Socotra Capital, 2208 29% Street, Suite 100, Sacramento, California 95817,

TRANSFER OF RIGHTS IN THE PROPERTY

To secure the full and timely payment of the Indebtedness and the full and timely performance and
discharge of the Obligations, Borrower GRANTS, BARGAINS, SELLS, AND CONVEYS to Trustee the
Mortpaged Property, with power of sale and right of entry, subjeet only to the Permitted }incumbrances, to have and
to hold the Mortgaged Property to Trustee, its successors in trust, and the Trustee’s assigns forever, and Borrower
does hereby bind itself, its successors, and its assigns to warrant and forever defend the title to the Mortgaged
Property to Trustee against anyone lawfully claiming it or any part of it; provided, however, that if the Indehtedness
is paid in full as and when it becomes due and payabie and the Obligations are performed on or before the date they
are to be performed and discharged, then the liens, security interests, estates, and rizhts granted by the Loan
Documents shall terminate; otherwise, they shall remain in full foree and effect. As additional security for the full
and timely payment of the Indebtedness and the full and timely performance and discharge of the Obligations,
Botrower grants to Lender a security interest in the Personalty, Fixtures, Leases, and Rents under Arficle Nine of the
Uniform Commercial Code in effect in the State of California as described in California Commercial Code section
9502. Borrower further grants, bargains, conveys, assigns, transfers, and sets over to Trusiee, acting as both a trustee
and an agent for Lender under this Deed of Trust, a security interest in and to all of Borrower’s right, title, and
interest in, to, and under the Personalty, Fixtures, Leases, Rents, and Mortgaged Property (to the extent
characterized as personal property) to secure the full and timely payment of the Indebtedness and the full and timely
performance and discharge of the Obligations,

Borrower agrees to execute and deliver, from time to time, such further instruments, including, but not
limited to, security agreements, assignments, and UCC financing statements, as may be requested by Lender to
confirm the lien of this Deed of Trust on any of the Mortgaged Property.

Borrower further irrevocably grants, transfers, and assigns to Lender the Rents. This assignment of Rents is
to be effective to create a present security interest in existing and futore Rents of the Iviortgaged Property under
California Civil Code §2938.

TO MAINTAIN AND PROTECT THE SECURITY OF THIS DEED OF TRUST, TO SECURE THE
FULL AND TIMELY PERFOBMANCE BY BORROWER OF EACH AND EVERY OBLIGATION,
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COVENANT, AND AGREEMENT OF BORROWER UNDER THE LOAN DOCUMENTS, AND AS
ADDITIONAL CONSIDERATION FOR THE INDEBTEDNESS AND OBLIGATIONS EVIDENCED BY THE
LOAN DOCUMENTS, BORROWER HEREBY COVENANTS, REPRESENTS, AND AGREES AS FOLLOWS:

L. Definitions. For purposes of this Deed of Trust, each of the following terms shall have the following respective
meanings:

L1, “Attorney Fees.” Any and all attomey fees (including the zllocated cost of in-house counsel),
paralegal, and law clerk fees, including, without limitation, fees for advice, negotiation, consultation, arbitration, and
litigation at the pretrial, trial, and appellate levels, and in any bankruptcy proceedings, and attorney costs and
expenses incurred or paid by Lender in protecting its interests in the Mortgaged Property, including, but not limited
1o, any action for waste, and enforcing its rights under this Deed of Trust.

1.2, “Borrower.”

1.2.1. The named Borrower in this Deed of Trust;

1.2.2. The obligor under the Note, whether or not named as Borrower in this Deed of Trust; and

1.2.3. Subject to paragraph 19 and paragraph 20 of this Deed of Trust, the heirs, legatces,
devisees, administrators, executors, successors in interest to the Mortgaged Property, and the assigns of any such
person identified in Sections 1.2.1 and/or 1.2.2.

1.3, “Defanlt Rate.” The Default Rate as defined in the Note.

1.4. “Event of Default.” An Event of Default as defined in paragraph 19 of this Deed of Trust.

1.5, “Environmental Laws.” Any Governmenial Requirements pertaining to health, industrial
hygiene, or the environment, including, without limiiation, the Comprehensive Environmental Respense,
Compensation, and Liability Act of 1980 (CERCLA) as amended (42 United States Code (“U.S.C."} §§ 9601-9675);
the Resource Conservation and Recovery Act of 1976 {(RCRA) (42 U.S.C. §§ 6901 -6992k); the Hazardous Materials
“Cransportation Act (49 U.S.C. §§ 5101-5127); the Federal Water Pollution Control Act (33 U.S.C. §§ 1251-1376);
the Clean Air Act (42 U.8.C, §§ 7401-7671q); the Toxic Substances Controt Act (15 U.S.C. §§ 2681-2692); the
Refuse Act (33 U.S.C. §§ 407-426p); the Emergency Planning and Community Right-To-Know Act (42 U.S.C, §§
11001-11050); the Safe Drinking Water Act (42 U.S.C, §§ 300f-300j); the California Hazardous Waste Treatment
Reform Act of 1995 (Stats 1995, ch 638 (SB 1222-Calderon)); the Califomia Unified Hazardous Waste and
Hazardous Materials Management Regulatory Program (Stats 1993, ch 418 (SB 1082-Calderon)); the Carpenter-
Presley-Tanner Hazardous Substance Account Act (California Health and Safety Code §§ 25300-25395.15); the
California Expedited Remedial Action Reform Act of 1994 (California Health and Safety Code §§ 25396-25399.2);
and the Porter-Cologne Water Quality Control Act (California Water Code §§ 13000-14076).

1.6. “Fixtures.” All right, title, and interest of Borrower in and to all materials, supplies, equipment,
ipparatus, and other items now or later attached to, installed on or in the Land or the Improvemenis, or that in some
fashion are deemed to be fixtures to the Land or Improvements under the laws of the State of California, including
the California Uniformm Commercial Code. “Fixtures” includes, without [imitation, all items of Personalty to the
extent that they may be deemed Fixtures under Governmental Requirements,

L7. “Governmental Authority.,” Any end all courts, boards, agencies, commissions, offices, or
authorities of any nature whatsoever for any govemmental unit (federal, state, county, district, municipal, city, or
ctherwise) whether now or later in existence,

1.8. “Governmental Requirements.” Any and all laws, statutes, codes, ordinances, regulations,
enactments, decrees, judgments, and orders of any Govermmental Authority.

1.9, “Hazardous Substance,”  Any and all (a) substances defined as “hazardous substances,”
“hazardous materials,” “toxic substances,” or “solid waste” in CERCLA, RCRA, and the Hazardous Materials
Transportation Act (49 United States Code §§5101-5127), and in the regulations promulgated under those Jaws; (b}
substances defined as “hazardous wastes” in California Health and Safety Code §25117 end in the regulations
promulgated under that law; (c) substances defined as “hazardous substances” in California Civil Code section
2929.5; (d) substances listed in the United States Depertment of Transportation Table (49 Code of Federal
Regulations § 172.101 and amendments); () substances defined as “medical wastes” in the Medical Waste
Management Act (Chapter 6.1 of the California Health and Safety Code); (1} asbestos-containing materials; (g)
polychlorinated biphenyl; (h) underground storage tanks, whether empty, filled, or partially filled with any
substance; (i) petroleumn and petroleum products, including crude oil or any fraction thereof, natural gas, natural gas
liquids, liquefied naturnl gas, or synthetic gas usable for fuel, or any such mixture; end (j} such other substances,
materials, and wastes that are or become regulated under applicable local, state, or federal law, or that are classified
as hazardous or toxic under any Governmental Requirements or that, even if not so regulated, are known to pose a
hazard to the health and safety of the occupants of the Mortgaged Property or of real property adjacent to it.
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110, “Impositions.” Al real cstate and personal property taxes, water, gas, sewer, electricity, and
other utility rates and charges; charges imposed under any subdivision, planned unit development, or condominium
declaration or restrictions; charges for any easement, license, or agreement maintained for the benefit of the
Mortgeged Property, and all other taxes, charges, and assessments and any interest, costs, or penalties of any kind
and nature that 2t any time before or after the execution of this Deed of Trust may be assessed, levied, or imposed on
the Mortgaged Property or on its ownership, use, occupancy, or enjoyment.

I.11.  “Improvements.” Any and all buildings, structures, improvements, fixtures, and appurtenances
now and later placed on the Mortgaged Property, inciuding, without limitation, all apparatus and equipment, whether
or not physically affixed to the land or any building, which is used to provide or supply air cooling, air conditioning,
heat, gas, water, light, power, refrigeration, ventilation, laundry, drying, dish washing, garbage disposal, or other
services; and all elevators, escalators, and related machinery and equipment, fire prevention and extinguishing
apparatus, security and access control apparatus, partitions, ducts, compressors, plumbing, ovens, refrigerators,
dishwashers, disposals, washers, dryers, awnings, storm windows, storm doors, screens, blinds, shades, curlains,
curtain rods, mirrors, cabinets, paneling, rugs, attached floor coverings, furniture, pictures, antennas, pools, spas,
pool and spa operation and maintenance equipment and apparatus, and trees end plants located on the Mortgaged
Property, all of which, including replacements and additions, shall conclusively be deemed to be affixed to and be
part of the Mortgaged Property conveyed to Trustee under this Deed of Trust.

1.12.  “Indebtedness.” The principal of, interest on, and all other amounts and payments due under or
evidenced by the following:

1.12.1. The Note (including, without limitaticn, the prepayment premium, late payment, and ather
charges payable under the Note);

1.12.2, This Deed of Trust and all other Loan Documents;

1.12.3, All funds later advanced by Lender to or for the benefit of Borrower under any provision
of any of the Loan Documents;

1.12.4. Any future loans or amounts advanced by Lender to Borrower when evidenced by a
written instrument or document that specifically recites that (he Obligations evidenced by such document are
szcured by the terms of this Deed of Trust, including, but not limited to, funds advanced to protect the security or
priority of the Deed of Trust; and

1.12.5. Any amendment, modification, extension, rearTangement, restatement, renewal,
substitution, or replacement of any of the foregoing.

13,  “Land.” The real estate or any interest in it described in Exhibit A attached to this Deed of Trust
and made a part of it, together with all Improvements and Fixtures and all rights, titles, and interests appurtenant to
it.

1.14. “Leases.” Any and all leases, subleases, licenses, concessions, ot other agreements (written or
verbal, now or later in effect) that grant a possessory interest in and to, or the right to extract, mine, reside in, sell, or
use the Mortgaged Property, and all other agreements, including, but not limited to, utility contracts, maintenance
agreements, and service contracts that in any way relate to the use, occupancy, operation, maintenance, enjoyment,
or ownership of the Mortgaged Property, except any and all leases, subleases, or othel agreements under which
Borrower is granted a possessory interest in the Land.

115,  “Legal Requirements.”” Collectively, (a) any and all present and future judicial decisions,
statutes, rulings, rules, regulations, permits, certificates, or ordinances of any Governmental Authority in any way
applicable to Borrower, any puarantor (with respect to the Indebtedness or the Morigaged Property), or the
Mortgaged Property, including, but not limited to, those concerning its ownership, use, occupancy, possession,
operation, maintenance, alteration, repair, or reconstruction, (b} Borrower’s or guarantor’s presently or subsequently
effective bylaws and articles of incorporation, or any instruments establishing any partnership, limited parinership,
joint venture, trust, limited lability company, or other form of business association (if either, both, or all, by any of
seme), (c) any and all Leases and other contracts (written or oral) of any nature to which Borrower or any guarantor
may be bound, and (d) any and all restrictions, reservations, conditions, easements, ot other covenants or agresments
now or later of record affecting the Mortgaged Property.

1.16, “Lender.” The named Lender in this Deed of Trust and the owner and holder (including 8
pledgee) of any Note, Indebtedness, or Obligations secured by this Deed of Trust, whether or not named as Lender
in this Deed of Trust, and the heirs, legatees, devisees, administrators, executors, suceessors, and assigns of any such

€rson.
P 1.17. “Lean.” The extension of credit made by Lender to Borrower under the terms of the Lean
Documents.
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1.18. “Loan Documents,” Collectively, this Deed of Trust, the Note, and all other instruments and
agreements required to be executed by Borrower or any guarantor in connection with the Loan.,

1.19.  “Mortgaged Property.” The Land, Improvements, Fixtures, Personaity, Leases, and Rents that is
described as follows:

SEE EXHIBIT “A,” ATTACHED HERETO AND MADE A PART HEREOCF,

commonly known as 109 Quail Court, Truckee, CA 96161, APN: 107-170-036-000

together with;

1.19.1. All right, title, and interest (including any claim or demand or demand in law or equity)
that Borrower now has or may later acquire in or to such Mortgaged Property; all easements, rights, privileges,
tenements, hereditaments, and appurtenances belonging or in any way appertaining to the Mortgaged Property; all of
the estate, right, title, intcrest, claim, demand, reversion, or remainder of Borrower in or o the Mortgaged Property,
sither at law or in equity, in possession or expectancy, now or later acquired; all crops growing or to be grown on
the Mortgaged Property; all development rights or credits and air rights; all water and water rights (whether or not
appurtenant to the Mortgaged Property) and shares of stock pertaining to such water or water rights, ownership of
which affects the Mortgaged Property; all minerals, oil, gas, and other hydrocarbon substances and rights thereto in,
on, under, or upon the Mortgaged Property and all royalties and profits from any such rights or shares of stock; all
right, title, and interest of Borrower in and to any streets, ways, alleys, strips, or gores of land adjoining the Land or
any part of it that Borrower now owns or at any time later acquires and all adjacent lands within enclosures or
occupied by buildings partly situated on the Mortgaged Property;

1.19.2. All intangible Mortgaged Property and rights relating to the Mortgaged Property or its
operation or used in connection with it, including, without limitation, permits, licenses, plans, specifications,
construction contracts, subcontracts, bids, deposits for utility services, installations, refunds due Borrower, trade
names, trademarks, and service marks;

1.19.3, All of the right, title, and interest of Borrower in and to the land lying in the bed of any
street, road, highway, or avenue in front of or adjoining the Land;

1.19.4. Any and all awards previously made or later to be made by any Governmental Authority
to the present and all subsequent owners of the Mortgaged Property that may be made with respect to the Mortgaged
Property as a result of the exercise of the right of eminent domain, the alieration of the grade of any street, or any
other injury to or decrease of value of the Mortgaged Property, which award or awards are assigned to Lender and
Jender, at its option, is authorized, directed, and empowered to collect and receive the proceeds of any such award
or awards from the authorities making them and to give proper receipts and acquittances lor them;

1.19.5. All certificates of deposit of Borrower in Lender’s possession and all bank accounts of
Borrower with Lender and their proceeds, and all deposits of Borrower with any Governmental Authority and/or
public utility company that relate to the ownership of the Mortgaged Property;

1.19.6. All Leases of the Morigaged Property ot any part of it now or later entered into and all
right, title, and interest of Borrower under such Leases, including cash or securities deposited by the tenants to
secure performance of their obligations under such Leases {whether such cash or securities are to be held until the
expiration of the terms of such Leases or applied to one or more of the installments of reut coming due immediately
before the expiration of such terms), all rights to 2l insurance proceeds and unearned insurance premiums arising
from or relating to the Mortgaged Property, all other rights and easements of Borrower now or later existing
pertaining to the use and enjoyment of the Mortgaged Property, and all right, title, and intsrest of Borrower in and to
all declarations of covenants, conditions, and restrictions as may affect or otherwise relate to the Mortgaged
Property;

1.19.7. Any and all proceeds of any insurance policies covering the Morfgaged Property, whether
or not such insurance policies were required by Lender as & condition of meking the loan secured by this Deed of
Trust or are required to be maintained by Borrower as provided below in this Deed of Trust; which proceeds are
assigned to Lender, and Lender, at its option, is authorized, directed, and einpowered to collect and receive the
proceeds of such insurance policies from the insurers issuing the same and to give proper receipts and acquittances
for such policies, and to apply the same as provided below;

1.19.8. If the Mortgaged Property includes a leasehold estate, all of Borrower’s right, title, and
interest in and to the lease, more particularly described in Exhibit A attached to this Deed of Trust (the Leasehold)
including, without limitation, the right to surrender, terminate, cancel, waive, change, supplement, grant subleases
of, alter, or amend the Leasehold;
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1.19.9. All plans and specifications for the Improvements; all contracts and subcontracts relating
to the Improvements; all deposits (including tenants’ security deposits; provided, however, that if Lender acquires
possession or control of tenants’ security deposits Lender shall use the tenants’ security deposits only for such
purposes as Governmental Requirements permit), funds, accounts, contract rights, instruments, documents, general
intangibles, and notes or chattel paper arising from or in connection with the Land or other Mortgaged Property; all
permits, licenses, certificates, and other rights and privileges obtained in connection with the Land or other
Mortgaged Property; all soils reports, engineering reports, {and planning maps, drawings, construction coniracts,
notes, drafts, documents, engineering and architectural drawings, letters of credit, bonds, surety bonds, any other
intangible rights relating to the Land and lmprovements, surveys, and other reports, exhibits, or plans used or to be
used in connection with the construction, planning, operation, or maintenance of the Land and Improvements and all
amendments and modifications; all proceeds arising from or by virtze of the sale, lease, grant of option, or other
disposition of all or any part of the Land, Fixtures, Personalty, or other Mortgaged Property (consent to same is not
granted or implied); and all proceeds (including premium refunds) payable or to be payable under each insurance
policy relating to the Land, Fixtures, Personalty, or other Mortgaged Property;

1.19.10. All trade names, trademarks, symbols, service marks, and goodwill associated with the
Mortgaged Property and any and all state and federal applications and registrations now or later used in connection
with the use or operation of the Mortgaged Property;

1.19.11. All tax refunds, bills, notes, inventories, accounts and charges receivable, credits, claims,
securities, and documents of all kinds, and all instruments, contract rights, general intangibles, bonds and deposits,
and all proceeds and products of the Mortgaped Property;

1.19.12.  All money or other personal property of Borrower (including, without limitation, any
instrument, deposit account, general intangible, or chattel paper, as defined in Division 9 of the California Uniform
Commercial Code) previously or later delivered to, deposited with, or that othervise comes into Lender's
possession;

1.19.13. Al accounts, contract rigbts, chattel paper, docuhents, instruments, books, records,
claims agrinst third parties, money, securitics, drafts, notes, proceeds, and other items relating to the Mortgaged
Property;

1.19.14. All construction, supply, engineering, and architectural contracts executed and to be
executed by Borrower for the construction of the Improvements; and

1.19.15. Ail proceeds of any of tbe foregoing,

As used in this Deed of Trust, “Mortgaged Property” is expressly defined as meaning all or, when the
context permits or requires, any portion of it and all or, when the context permits or requires, any interest in it.

1,20.  “Note.” The Promissory Note payable by Borrower to the order of Lender in the principal amount
of Nine Hundred Ninety Thousand and 00/100 Dollars ($9%0,000.00), evidencing the Loan, which may be
increased in the event the maturity date is extended pursuant to the terms of the Note, in such form as is acceptable
to Lender, together with any and all rearrangements, extensions, renewals, substitutions, replacements,
modifications, restatements, and amendments to the Promissory Note,

L2,  “QObligations.” Any and ail of the covenants, warranties, representations, and other obligations
(other than to repay the Tndebtedness) made or undertaken by Borrower to Lender or Trustee as set forth in the Loan
Documents; any lease, sublease, or other agreement under which Borrower is granted a possessory interest in the
Land; each obligation, cdvenant, and agreement of Borrower in the Loan Documents or in any other document
executed by Borrower in connection with the loan(s) secured by this Deed of Trust whether set forth in or
incorporated into the Loan Documents by reference; each and every monetary provision of all covenants, conditions,
and restrictions, if any, pertaining to the Mortgaged Property and on Lender’s written request, the enforcement by
Borrower of any covenant by third parties to pay maintenance or other charges, if they have not been paid, or valid
legal steps taken to enforce such payment within 90 days after such written request js made; if the Mortgaged
Property consists of or includes a leaschold estate, each obligation, covenant, and agreement of Borrower arising
under, or contained in, the instrument(s) creating any such leaschold; all agreements of Borrower to pay fees and
charges to Lender whether or not set forth in this Deed of Trust; and charges, as allowed by law, when they are
niade for any statement regarding the obligations secured by this Deed of Trust.

The Obligations specifically exclude the Environmental Indemnity Agreement dated the date of
this Deed of Trust, executed by Borrower and any guarantor of the Loan, which is not secured by this Deed of Trust.

1.22. “Permitied Encumbrances,” At any particular tine, {a) liens for taxes, assessments, or
governmental charges not then due and payable or not then delinquent; (b) liens, ensements, encumbrances, and
restrictions on the Mortgaged Property that are allowed by Lender to appear in Schedule B, with Parts 1 and IT of an
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ALTA title policy to be issued to Lender following recordation of the Deed of Trust; and (¢) liens in favor of or
consented to in writing by Lender,

1.23.  “Person.” Natural persons, corporations, partnerships, unincorporated associations, joint ventures,
and any other form of legal entity.

1.24.  “Personalty.” All of the right, title, and interest of Borrower in and to all tangible and intangible
personal property, whether now owned or later acquired by Borrower, including, but not limited to, water rights (to
the extent they may constitute personal property), all equipment, inventory, goods, consumer goods, accounts,
chattel paper, instruments, money, general intangibles, letter-of-credit rights, deposit accounts, investment property,
documents, minerals, crops, and timber (as those terms are defined in the California Uniform Commercial Code) and
that are now or at any later time located on, attached to, installed, placed, used on, in connection with, or are
required for such atlachment, installation, placement, or nse on the Land, the Improvements, Fixtures, or on other
goods located on the Land or Improvements, together with all additions, accessions, accessories, amendments,
modifications to the Land or Improvements, extensions, renewals, and enlatgements and proceeds of the Land or
Improvements, substitutions for, and income and profits from, the Land or Improvements. The Personalty includes,
but is not limited to, all goods, machinery, tools, equipment (including fire sprinklers ard alarm systems); building
materials, gir conditioning, heating, refrigerating, electronic monitoring, entertainment, recreational, maintenance,
extermination of vermin or insects, dust removal, refuse and garbage equipment; vehicle maintenance and repair
equipment; office furniture (including tables, chairs, planters, desks, sofas, shelves, lockers, and cabinets); safes,
fumnishings, appliances (including ice-making machines, refrigerators, fans, water heaters, and incinerators); rugs,
carpets, other floor coverings, draperies, drapery rods and brackets, awnings, window shades, venetian hlinds,
curtains, other window coverings; lamps, chandeliers, other lighting fixtures; office maintenance and other supplies;
loan commitments, financing arrangements, bonds, construction contracts, leases, tenants’ security deposits,
licenses, permits, sales contracts, option contracts, lease contracts, insurance policies, priceeds from policies, plans,
specifications, surveys, books, reeords, funds, bank deposits; and all other intangible personal property. Personalty
also includes any other portion or items of the Mortgaged Property that constitute personal property under the
Califomia Uniform Commercial Code.

1.25.  “Rents.” All rents, issues, revenues, income, proceeds, royalties, profits, license fees, prepaid
municipal and utility fees, bonds, and other benefits to which Borrower or the record title owner of the Mortgaged
Property may now or later be entitled from or which arc derived from the Mortgaged Property, including, without
limitation, sale proceeds of the Mortgaged Property; any room or space sales or rentals from the Mortgaged
Property; and other benefits paid or payable for using, leasing, licensing, possessing, operating from or in, residing
in, selling, mining, extracting, or otherwise enjoying or using the Mortgaged Property.

1.26.  “Water Righis.” All water rights of whatever kind or character, surface or underground,
appropriative, decreed, or vested, that are appurtenant to the Mortgaged Property or otherwise used or useful in
connection with the intended development of the Mortgaged Property.

Any terms not otherwise defined in this Deed of Trust shall have the meaning given them in the Note dated
of even date herewith between Borrower and Lender.

2, Repair and Maintenance of Mortgaged Property. Borrower shall (a) keep the Mortpaged Properly in
good condition and repair; {b) not substantially alter, remove, or demolish the Mortgaged Property or any of the
Improvements except when incident 1o the replacement of Fixtures, equipment, machiery, or appliances with items
of like kind; (c) restore and repair to the equivalent of its original condition all or any pari of the Mortgaged Property
that may be damaged or destroyed, including, but not limited to, damage from termites and dry rot, soil subsidence,
and construction defects, whether or not insurance proceeds are available to cover any part of the cost of such
restoration and repair, and regardless of whether Lender permits the use of any insurance proceeds to be used for
restoration under paragtaph 5 of this Deed of Trust; (d) pay when due all claims for labor performed and materials
furnished in connection with the Mortgaged Property and not permit any mechanics’ or materiaiman’s lien to arise
against the Mortgaged Property or fumnish a loss or liability bond against such mechanics’ or materialman’s lien
claims; (e) comply with all laws affecting the Mortgaged Property or requiring that any alterations, TEpAirs,
replacements, or improvements be made on it; (f) not commit or permit waste on ot to the Mortgaged Property, or
commit, suffer, or permit any act or violation of law to occur on it; (g) not abandon the Mortgaged Property; (h)
cultivate, irrigate, fertilize, fumigate, and prune in accordance with prudent agricultural stactices; (i} if required by
Lender, provide for management satisfactory to Lender under a management contract approved by Lender; (j) notify
Lender in writing of any condition at or on the Mortgaged Property that may have a significant and measurable
effect on its market value; (k) if the Mortgaged Property is rental property, generally operate and maintain it in such
manner as to realize its maximum rental potential; and (I} do all other things that the character or use of the
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Mortgaged Property may reasonably render necessary to maintain it in the same condition (reasonable wear and tear
expected) as existed at the date of this Deed of Trust.

3. Use of Morigaged Property. Unless otherwise required by Governmental Requirements or unless Lender
otherwise consents in writing, Borrower shall not allow changes in the use of the Mortgaged Property from that
which is contemplated by Borrower and Lender at the time of execution of this Deed ¢f Trust, as specified in the
loan application and the Loan Documents. Borrower shall not initiate or ecquiesce in a change in the zoning
classification of the Mortgaged Property without Lender’s prior written consent,

4, Insurance.

4.1. Casualty Insurance. Borrower shall at all times keep the Mortgaged Property insured for the
benefit of Trustee and Lender as follows, despite Governmental Requirements that may detrimentally affect
Borrower’s ability to obtain or may materially increase the cost of such insurance coverage:

4.1.1. Against damage or loss by fire and such other hazards (including lightning, windstorm,
hail, explosion, riot, acts of striking employees, civil commotion, vandalism, malicious mischief, aircraft, vehicle,
and smoke) as are covered by the broadest form of extended coverage endorseinent available from time to time, in
an amount not less than the full insurable value (as defined i paragraph 4.9) of the Mortgaged Property, with a
deductible amount not o exceed an amount satisfactory to Lender;

4.1.2. Rent loss or business interruption or use and occupancy insurance on such basis and in such
amounts and with such deductibles as are satisfactory to Lender;

4.1.3. Against damage or loss by flood if the Land is located in an area identified by the Secretary
of Housing and Urban Development or any successor or other appropriate authority (governmental or private) as an
area having special flood hazards and in which flood insurance is available under the National Flood Insurance Act
of 1968 or the Flood Disaster Protection Act of 1973, as amended, modified, supplemented, or replaced from time to
time, on such basis and in such amounts as Lender may require;

4.1.4. Against damage or loss from (a) sprinkler system Icakage and (b) boilers, boiler tanks,
heating and air conditioring equipment, pressure vessels, auxiliary piping, and similar apsparatus, on such hasis and
in such amounts as Lender may require;

4.1.5. During any alteration, construction, or replacement of the Improvements, or any substantial
portion of it, a Builder's All Risk policy with extended coverage with course of construction and completed value
endorsements, for an amount at least equal to the full insurable value of the Improvements, and workers’
compensation, in statutory amounts, with provision for replacement with the coverage described in paragraph 4.1,
without gaps or lapsed coverage, for any completed portion of the Improvements; and

4.1.6. Against damage or loss by earthquake, in an amount and with a deductible satisfactory to
Lender, if such insurance is required by Lender in the exercise of its business judgment in light of the commercial
real estate practices existing at the time the insurance is issued and in the County where the Land is located.

4.2, Liability Insurance. Borrower shall procure and maintain workers’ compensation insurance for
Borrower’s employees and comprehensive general liability insurance covering Borrower, Trustee, and Lender
against claims for bodily injury or death or for damage occurring in, on, about, or resulting from the Mortgaged
Property, or any street, drive, sidewalk, curb, or passageway adjacent to it, in standard form and with such insurance
company or companies and in an amount of at least $5,000,000.00 combined single limit, or such greater amount as
Lender may require, which insurance shall include completed operations, product liability, and blanket contractual
liahility coverage that insures contractual liability under the indemnifications set forth in this Deed of Trust and the
Loan Documents (but such coverege or its amount shall in no way limit such indemnification).

43, Other Insurance, Borrower shall procure and maintain such other insurance ot such additional
amounts of insurance, covering Borrower or the Mortgaged Property, as (a) may be required by the tems of any
construction contract for the Improvements or by any Govenmental Authority, (b) may be specified in any other
Loan Documents, ot (¢) may be required by Lender from time to time.

4.4, Form of Policies. All insurance required under this paragraph 4 shall be fully paid for and
nionassessable. The policies shall contain such provisions, endorsements, and expiration dates as Lender from time
to time reasonably requests and shall be in such form and amounts, and be issued by such insurance companies
doing business in the State of California, as Lender shall approve in Lender’s sole and absolute discretion. Unless
otherwise expressly approved in writing by Lender, each insurer shall have a Best Rating of Class A, Category VIII,
or better. All policies shall (a) contain a waiver of subrogation endorsement; (b} provide that the policy will not
lapse or be canceled, amended, or materially altered (including by reduction in the scope or limits of coverage)
without at least 30 days prior written notice to Lender; (c) with the exception of the comprehensive general liability
policy, contain a mortgagee’s endorsement (438 BFU Endorsement or equivalent), and name Lender and Trustee as
insureds; and (d) include such deductibles as Lender may approve. If a policy required under this paragraph contains
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a co-insurance or overage clause, the policy shall include a stipulated value or agreed amount endorsement
acceptable to Lender,

4.5, Duplicate Originals or_Certificates. Duplicate original policies evidencing the insurance
required under this paragraph 4 and any additional insurance that may be purchased on the Mortgaged Property by
or on behalf of Borrower shall be deposited with and held by Lender and, in addition, Borrower shall deliver to
Lender (a) receipts evidencing payment of all premiums on the policies and (b} duplicate uriginal renewal policies or
a binder with evidence satisfactory to Lender of payment of all premiums at least 30 days before the policy expires.
In lieu of the duplicate original policies to be delivered to Lender under this paragraph 4.5, Borfower may deliver an
underlier of any blanket policy, and Borrower may also deliver original certificates from the issuing insurance
company, evidencing that such policies are in full force and effect and containing information that, in Lender’s
reasonable judgment, is sufficient to allow Lender to ascertain whether such policies coniply with the requirements
of this paragraph.

4.6. Increased Coverage. If Lender determines that the limits of any insurance carried by Borrower
are inadequate or that additional coverage is required, Borrower shall, within 10 days after written notice from
Lender, procure such additional coverage as Lender may require in Lender’s sole and abscute discretion.

4.7. No Separate Insurance. Borrower shall not carry separate or additional insurance concurrent in
form or contributing in the event of loss with that required under this paragraph 4 unless endorsed in favor of
Trustee and Lender as required by this paragraph and otherwise approved by Lender in all respects.

4.8. Transfer of Title, In the event of foreclosure of this Deed of Trust or other transfer of title or
assignment of the Mortgaged Property in extinguishment, in whole or in part, of the Obligations and the
Indebtedness, all right, title, and interest of Borrower in and to all insurance policies required under this paragraph 4
or otherwise then in force with respect to the Mortgaged Property and all proceeds payable under, and unearned
premiums on, such policies shall immediately vest in the purchaser or other transferee of the Mnrtgaged Property.,

4.9, Replacement Cost. For purpnses of this paragraph 4, the term “full insurable value” means the
actual cost of replacing the Mortgaged Property in question, without allowance for depreciation, as calculated from
time to time (but not more often than once every calendar year) by the insurance company or companies holding
such insurance or, at Lender’s request, by appraisal made by an appraiser, engineer, architzct, or contractor proposed
by Borrower and approved by said insurance company or companies and Lender. Borrower shall pay the cost of
such appraisal.

4,10,  Approval Not Warmanty. No approval by Lender of any insurer may be construed to be a
representation, certification, or warranty of ils solvency and no approval by Lender as to the amount, type, or form
of any insurance may be construed to be a representation, certification, or warranty of its sufficiency.

4.11,  Lender’s Right to Obtain. Borrower shall deliver to Lender original policies or certificates
evidencing such insurance at least 30 days before the existing policies expire. If any such policy is not so delivered
to Lender or if any such policy is canceled, whether or not Lender has the policy in its possession, and no
reinstaternent or replacement policy is received before termination of insurance, Lender, without notice to or
demand on Borrower, may (but is not obligated to) obtain such insurance insuring only Lender and Trustee with
such company as Lender may deem satisfactory, and pay the premium for such policies, and the amount of any
premium 30 paid shall be charged to and promptly paid by Borrower or, at Lender’s option, may be added to the
Indebtedness. Borrower acknowledges that, if Lender oblains insurance, it is for the sole benefit of Letider and
Trustee, and Borrower shall not rely on any insurance oblained by Lender to protect Borrower in any way.

4.12, Duty to Restore After Casualty. Tf any act or occurrence of any kind or nature (including any
casualty for which insurance was not obtained or obtainable) results in damage to or loss or destruction of the
Mortgaged Property, Borrower shall immediately give notice of such loss or damage to Lender and, if Lender so
instructs, shall promptly, at Borrower’s sole cost and expense, regardiess of whether any insurance proceeds will be
sufficient for the purpose, commence and continue diligently to complelion to restore, 1epair, replace, and rebuild
the Mortgaged Property as nearly as possible to its value, condition, and character immediatety before the damage,
loss, or destruction.

5. Condempation and Insurance Proceeds.

5.1, Assignment to Lender. The proceeds of any award or claim for damages, direct or consequential,
in connection with any condemnation or other taking of or damage or injury to the Mortgaged Property, or any part
of it, or for conveyance in lieu of condemnation, are assigned to and shall be paid to Leuder, regardless of whether
Lender’s security is impaired. All causes of action, whether accrued belore or after the date of this Deed of Trust, of
all types for damages or injury to the Mortgaged Property or any part of it, or in connection with any transaction
financed by funds lent to Borrower by Lender and secured by this Deed of Trust, or in connection with or affecting
the Mortgaged Property or any part of it, including, without limitation, causes of action arising in tort or contract or
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in equity, are assigned to Lender as additional security, and the proceeds shall be paid to Lender. Lender, at its
option, may appear in and prosecute in its own neme any action or proceeding to enforce any such cause of action
and may make any compromise or settlement of such action. Borrower shall notify Lender in writing immediately
on obteining knowledge of any casvalty damage to the Mortgaged Property or damage in any other manner in excess
of $5,000.00 or knowledge of the institution of any proceeding relating to condemnation or other taking of or
damage or injury to all or any portion of the Mortgaged Property. Lender, in its sole and absolute discretion, may
participate in any such proceedings and may join Borrower in adjusting any loss covered by insurance. Borrower
covenants and agrees with Lender, at Lender’s request, to make, exccute, and deliver, at Borrower's expense, any
and all assignments and other instruments sufficient for the purpose of assigning the aforesaid award or awards,
causes of action, or claims of damages or proceeds to Lender free, clear, and discharged of any and all
encumbrances of any kind or nature.

5.2. Insurance Payments. All compensation, awards, proceeds, damages, claims, insurance
recoveties, rights of action, and payments that Borrower may receive or to which Lender may become entitled with
respect to the Mortgaged Property if any damage or injury occurs to the Morgaged Property, other than by a partial
condemnation or other partial taking of the Mortgaged Property, shall be paid over to Lender and shall be applied
first toward reimbursement of all costs and expenses of Lender in connection with their recovery and disbursement,
und sball then be applied as follows:

5.2.1. Lender shall consent to the application of such payments to the restoration of the
IMortgaged Property so damaged only if Borrower has met all the following conditions {(a breach of one of which
shall constitute a default under this Deed of Trust, the Note, and any Loan Documents); (a) Borrower is not in
default under any of the terms, covenants, and conditions of the Loan Documents; (b} all then-existing Leases
affected in any way by such damage will continue in full force and effect; (<) Lender is satisfied that the insurance
or award proceeds, plus any sums added by Borrower, shall be sufficient to fully restore and rebuild the Mortgaged
Property under then current Governmental Requitements; (d) within 60 days after the damage to the Mortgaged
Property, Borrower presents to Lender a restoration plan satisfactory to Lender and any local planning department,
which includes cost estimates and schedules; () construction and completion of restoration and rebuilding of the
Mortgaged Property shall be completed in accordance with plans and specifications and drawings submitted 10
Lender within 30 days after receipt by Lender of the restoration plan and thereafter anproved by Lender, which
plans, specifications, and drawings shall not be substantially modified, changed, or revised without Lender’s prior
written consent; (f) within 3 months after such damage, Borrower and a licensed contractor satisfactory to Lender
enter into a fixed price or guaranteed maximum price contract satisfactory to Lender, providing for complete
restoration in accordance with such restoration plan for an amount not to exceed the amount of funds held or 10 be
held by Lender; (g) all restoration of the Improvements so damaged or destroyed shall be made with reasonable
promptness and shall be of a value at least equal to the value of the Improvements so damaged or destroyed hefore
such damage or destruction; (h) Lender reasonably determines that therc is an identidied source (whether from
income from the Mortgaged Property, rental loss insurance, or another source) sufficient to pay all debt service and
operating expenses of the Mortgaged Property during its restoration as required above; ard (i) any and all funds that
are made available for restoration and rebuilding under this paragraph 5 shall be disbursed, at Lender’s sole and
absolute discretion to Lender, through Lender, the Trustee, or a title insurance or trust company satisfactory to
Lender, in accordance with standard construction lending practices, including a reasonable fee payable to Lender
from such funds and, if Lender requests, mecbanics’ lien waivers and title insurance date-downs, and the provision
of payment and performance bonds by Borrower, or in any other manner approved by Lender in Lender’s sole and
absolute discretion; or

5.2.2. ¥ fewer than all conditions (a) through (i) in paragraph 5.2.1 are satisfied, then such
payments sball be applied in the sole and absolute discretion of Lender (a) to the payment or prepayment, with any
@pplicable prepayment premium, of any Indebtedness secured by this Deed of Trust in such order as Lender may
determine, or (b) to the reimbursement of Borrower’s expenses incurred in the rebuilding and restoration of the
Mortgaged Property. If Lender elects under this paragraph 5.2.2 to make any funds available to restore the
Mortgaged Property, then all of conditions (a) through (i) in paragraph 5.2.1 shall apply, except for such conditions
that Lender, in its sole and absolute discretion, may waive.

5.3. Material Loss Not Covered. If any material part of the Mortgaged Property is damaged or
destroyed and the loss, measured by the replacement cost of the Improvements according 10 then current
(Govemmental Requirements, is not adequately covered by insurance proceeds collected or in the process of
collection, Borrower shall deposit with Lender, within 30 days after Lender’s request, the amount of the loss not so
covered,
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5.4, Total Condemnation Payments. All compensation, awards, proceeds, damages, claims,
insurance recoveries, rights of action, and payments that Borrower may receive or to witich Bortower may become
entitled with respect to the Mortgaged Property in the event of a total condemnation or other total taking of the
Mortgaged Property shall be paid over to Lender and shall be applied first to reimbursement of all Lender’s costs
and expenses in connection with their recovery, and shall then be applied to the payment of any Indebtedness
securcd by this Deed of Trust in such order as Lender may determine, until the Indebtedness secured by this Deed of
Trust has been paid and satisfied in full. Any surplus remaining after payment and satisfaction of the Indebtedness
secured by this Deed of Trust shall be paid to Borrower as its interest may then appear.

5.5, Partial Condemnation Payments, All compensation, awards, proceeds, damages, claims,
insurance recoveries, rights of action, and payments (“funds”) that Borrower may receive or to which Borrower may
become entitled with respect to the Mortgaged Property in the event of a partial condemnation or other partial taking
of the Mortgaged Property, unless Borrower and Lender otherwise agree in writing, shall be divided into two
portions, one equal to the principal balance of the Note at the time of receipt of such funds and the other equal to the
amount by which such funds exceed the principal balance of the Note at the time of receipt of such funds, The first
such portion shall be applied to the sums secured by this Deed of Trust, whetker or not then due, including but not
limited to principal, accrued interest, and advances, and in such order or combination as I.ender may determine, with
the balance of the funds paid to Borrower, Any dispute as to the fair market value of the Mortgaged Property shall
be settled by arbitration in accordance with the Real Estate Valuation Arbitration Rules of the American Arbitration
Association.

5.6. No Cure of Waiver of Default. Any application of such amounts «r any portion of it to any

Indebtedness secured by this Deed of Trust shall not be construed to cure or waive any default or notice of default
nnder this Deed of Trust or invalidate any act done under any such default or notice.
6. Taxes and Other Sums Due. Borrower shall promptly pay, satisfy, and discharge: (a) all Impositions
affecting the Mortgaged Property before they become delinquent; (b} such other amounts, chargeable against
Borrower or the Mortgaged Property, as Lender reasonably deems necessary to protect and preserve the Mortgaged
Property, this Deed of Trust, or Lender’s security for the performance of the Obligations; (c) all encumbrances,
charges, and liens on the Mortgaged Property, with interest, which in Lender’s judgment are, or appear to be, prior
or superior to the lien of this Deed of Trust or all costs necessary to obtain protection against such lien or charge by
litle insurance endorsement or surety company bond; (d) such other charges as Lender deems reasonable for services
rendered by Lender at Borrower’s request; and (e) all costs, fees, and expenses incurred by Lender in connection
with this Deed of Trust, whether or not specified in this Deed of Trust.

On Lendet’s request, Borrower shall promptly furnish Lender with all notices of sums due for any amounts

specified in the preceding clauses 6(a) through (e), and, on payment, with written evidence of such payment. If
Borrower fails to promptly make any payment required under this paragraph &, Lender may (but is not obligated to)
make such payment. In the event Lender advances funds for the payment of property taxes, insurance, assessments,
or other amounts due on the Mortgaged Property, Lender shall provide Borrower with wiitten notice of the amounts
paid on Borrower’s behalf. Within ten (10) calendar days of the daie of the written notice, Borrower shall deposit
such amounts in Borrower’s bank account and Lender shall collect the payment for the amounts advanced via
electronic funds transfer from Borrower’s bank account.
7. Leases of Mortgaged Property by Borrower, At Lender’s request, Borrower shall furnish Lender with
exccuted copies of all Leases of the Mortgaged Property or any portion of it then in forc:. If Lender so requires, all
Leases later entered into by Borrower are subject to Lender’s prior review and approval and must be acceptable to
Lender in form and content, Each Lease must specifically provide, inter alia, that {8} it is subordinate to the lien of
this Deed of Trust; (b) the tenant attorns to Lender (and Borrower consents to any such attornment), such attornment
to be effective on Lender’s acquisition of title to the Mortgaged Property; (¢} the tenant agrees to execute such
further evidence of attornment as Lender may from time to time request; (d) the tenant’s attornment shall not be
terminated by foreclosure; and (e) Lender, at Lender’s option, may accept or reject such attornment. If Borrower
learns that any tenant proposes to do, or is doing, any act that may give rise to any right of setoff against rent,
Borrower shall immediately (i} take measures reasonably calculaled to prevent the accrual of any such right of
setoff; (ii) notify Lender of all measures so taken and of the amount of any setoff claimed by any such tenant; and
(i) within 10 days after the accrual of any right of setoff against rent, reimburse any tenant who has acquired such
right, in fill, or take other measures that will effectively discharge such setoff and ensure <hat rents subsequently due
shall continve to be payable without claim of setoff or deduction.

At Lender’s request, Borrower shall assign to Lender, by written instrument satisfactory to Lender, all
Leases of the Morigaged Property, and zalf security deposits made by tenants in connection with such Leases. On
assignment to Lender of any such Lease, Lender shall succeed to all rights and powers of Borrower with respect to
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such Lease, and Lender, in Lender’s sole and absolute discretion, shall have the right to modify, extend, or terminate
such Lease and to execute other further leases with respect to the Mortgaged Property that is the subject of such
assigned Lease,

Neither Borrower, tenant nor any other occupant of the Mortgaged Property shall use the Mortgaged
Property, except in compliance with all applicable federal, state, and local laws, ordinances, rules and regulations;
nor shall Borrower, tenant or any other occupant cause the Mortgaged Property to beconie subject to any use that is
not in compliance with all applicable federal, state, and local laws, ordinances, rules and 1egulations.

If Berrower suspects any tenant or other occupant of the Mortgaged Property is using the Mortgaged

Property in a manner thal is not in compliance with any Govemmental Requirement to which Borrower, tenant, or
any other occupant of the Mortgaged Property is subject, Borrower shall immediately take appropriate action to
remedy the violation, and shall notify Lender of any potential violation within one (1) day of discovery of any such
potential violation. In accordance with section 19.14 below, any potential violation by a tenant or any other occupant
of the Morigaged Property of any Governmental Requirement is an Event of Default under the terms of the Note and
this Deed of Trust, , then Lender, at Lender’s option, may, without prior notice, declare all sums secured by this
Deed of Trust, regardless of their stated due date(s), immediately due and payable and may exercise all rights and
remedies in this Deed of Trust, including those in paragraph 21,
8. Right to Collect and Receive Rents. Despite any other provision of this Deed of Trust, Lender grants
permission to Borrower to collect and retain the Rents of the Morigaged Property as they become due and payable;
however, such permission to Borrower shall be automatically revoked on default by Borrower in payment of any
Indebtedness secured by this Deed of Trust or in the performance of any of the Obligations, and Lender shall have
the rights set forth in California Civil Code §2938 regardless of whether declaration of default has been delivered to
Trustee as provided in paragraph 21 of this Deed of Trust, and without regard to the adequacy of the security for the
Indebtedness secured by this Deed of Trust. Feilure of or discontinuance by Lender at any time, or from lime to
time, to collect any such Rents shall not in any manner affect the subsequent enforcement by Lender at any time, or
from time to time, of the right, power, and authority to collect these Rents. The receipt and application by Lender of
all such Rents under this Deed of Trust, after execution and delivery of declaration of default and demand for sale as
provided in this Deed of Trust or during the pendency of trustee’s sale proceedings under this Deed of Trust, shal!
neither cure such breach or default nor affect such sale proceedings, or any sale made under them, but such Rents,
less all costs of operation, maintenance, collection, and Attorney Fees, when received by Lender, may be applied in
treduction of the entire Tndebtedness from time to time secured by this Deed of Trust, in such order as Lender may
decide. Nothing in this Deed of Trust, nor the exercise of Lender’s right to collect, nor an assumption by Lender of
any tenancy, lease, or option, nor an assumption of liability under, nor a subordination of the lien or charge of this
Deed of Trust to, any such tenancy, lease, or option, shall be, or be construed to be, an affirmation by Lender of any
tenancy, lease, or option,

If the Rents of the Mortgaged Property are not sufficient to meet the costs, if arty, of taking control of and
managing the Morigaged Property and collecting the Rents, any funds expended by Lender for such purposes shall
become an Indebtedness of Borrower to Lender secured by this Deed of Trust. Unless Lender and Borrower agree in
wriling to other terms of payment, such amounts shall be payable on notice from Lender to Borrower requesting
such payment and shall bear interest from the date of disbursement et the rate stated in tae Note unless payment of
interest at such rate would be confrary to Governmental Requirements, in which event the amounts shall bear
interest at the highest rate that may be collected from Borrower under Governmental Requirsments.

Borrower expressly understands and agrees that Lender will have no liability to Borrower or any other
person for Lender’s failure or inability to collect Rents from the Morigaged Propery ot for failing to collect such
Hents in an amount that is equal to the fair market rental value of the Morigaged Property. Borrower understands
and agrees that neither the assignment of Rents to Lender nor the exercise by Lender of any of its rights or remedies
under this Deed of Trust shall be deemed to make Lender a “mortgagee-in-possession™ or otherwise responsible or
liable in any manner with respect to the Morlgaged Property or the use, occupancy, enjoyment, or operation of all or
any portion of it, unless and until Lender, in person or by agent, assumes actual possession of it. Nor shall
appointment of a receiver for the Morlgaged Property by any court at the request of Lender or by agreement with
Borrower, or the entering into possession of the Mortgaged Property or any part of it by such receiver be deemed to
make Lender a mortgagee-in-possession or otherwise responsible or liable in any manner with respect to the
Mortgaged Property or the use, occupancy, enjoyment, or operation of all or any porlion of it.

During an Event of Default, any and alf Rents collected or received by Borrower shall be accepted and held
for Lender in trust and shall not be commingled with Borrower’s funds and property, but shall be promptly paid over
10 Lender.
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9. Funds for_Taxes and Insuraoce. If Borrower is in default under this Deed of Trust or any of the Loan
Documents, regardless of whether the default has been cured, then Lender may at any subsequent time, at its option
10 be exercised on 30 days written notice to Borrower, require Borrower to deposit with Lender or its designee, al
the time of each payment of an installment of interest or principal under the Note, an additional amount sufficient to
discharge the obligations of Borrower under the Note and this Deed of Trust as they become due. The calculation of
the amount payable and of the fractional part of it to be deposited with Lender shall be made by Lender in its sole
and absolute discretion. These amounts shall be held by Lender or its designee not in trust and not as agent af
Borrower and shall not bear interest, and shall be applied to the payment of any of the bligations under the Loan
Documents in such order or priority as Lender shall determine, If at any time within 30 days before the due date of
these obligations the amounts then on deposit shall be insufficient to pay the obligations under the Note and this
Deed of Trust in full, Borrower shall deposit the amount of the deficiency with Lender within 10 days after Lender’s
demand. If the amounts deposited are in excess of the actual obligations for which they were deposited, Lender may
refund any such excess, or, at its option, may hold the excess in a reserve account, not in trust and not bearing
interest, and reduce proportionately the required monthly deposits for the ensuing year. Nothing in this paragraph
shall be deemed to affect any right or remedy of Lender under any other provision of this Deed of Trust or under any
statute or rule of law to pay any such amount and to add the amount so paid to the Indebtedness secured by this
Deed of Trust. Lender shall have no obligation to pay insurance premiums or taxes except to the extent the fund
established under this paragraph is sufficient to pay such premiums or taxes, to obtain insurance, or to notify
Borrower of any malters relative to the insurance or taxes for which the fund is established under this paragraph.
Lender or its designee shall hold all amounts so deposited as additional security for the sums secured by
this Deed of Trust, Lender may, in its sole and absolute discretion and without regard to the adequacy of its security
under this Deed of Trust, apply such amounts or any portion of it to any Indebtedness secured by this Deed of Trust,

and such application shall not be construed to cure or waive any default or notice of default under this Deed of
Trust.

If Lender requires deposits to be made under this paragraph 9, Borrower shall deliver to Lender all tix bills,
bond and assessment statements, statements for insurance premiums, and statements for any other obligations
referred to above as soon as Borrower receives such documents,

if Lender sells or assigns this Deed of Trust, Lender shall have the right to transfer all amounts deposited

under this paragraph 9 to the purchaser or assignee. After such a transfer, Lender shall be relieved and have no
further Hability under this Deed of Trust for the application of such deposits, and Borrower shall look solely to such
purchaser or assignee for such application and for all responsibility relating to such deposits.
10. Assignment of Causes of Action, Awards, and Damages. All causes of action, and all sums due or
payable to Borrower for injury or damage to the Mortgaged Property, or as damages incutred in connection with the
transactions in which the Loan secured by this Deed of Trust was made, including, without limitation, causes of
action and damages for breach of coniract, fraud, concealment, construction defects, or other torts, or compensation
for any conveyance in lieu of condemnation, are assigned to Lender, and all proceeds from such causes of action and
all such sums shall be paid to Lender for credit against the Indebtedness secured by this Deed of Trust. Bommower
shall notify Lender immediately on receipt by Borrower of notice that any such sums have become due or payable
and, immediately on receipt of any such sums, shall promptly remit such sums to Lender.

After deducting all expenses, including Attorney Fees, incurred by Lender in recovering or collecting any
sums under this paragraph 10, Lender may apply or release the balance of any funds received by it under this
paragraph, or any part of such balance, as it elects. Lender, at its option, may appear in and prosecute in its own
name any action or proceeding to enforce any cause of action assigned to it under this paragraph and may make any
comptomise or settlement in such action whatsoever. Borrower covenants that it shall exeeute and deliver to Lender
such further assignments of any such compensation awards, damages, or causes of action as Lender may request
from time to time. If Lender fails or does not elect to prosecute any such action or proceeding and Borrower elects to
do so, Borrower may conduct the action or proceeding at its own expense and risk.

11. Defense of Deed of Trust; Litigation. Borrower shall give Lender immediate written notice of any action
or proceeding (including, without limitation, any judicial, whether civil, criminal, or probate, or nonjudicial
ptoceeding to foreclose the lien of a junior or senior mortgage or deed of trust) affecting or purporting to affect the
Mortgaged Property, this Deed of Trust, Lender’s security for the performance of the Obligations and payment of
the Tndehtedness, or the rights or powers of Lender or Trustee under the Loan Documents. Despite any other
provision of this Deed of Trust, Borrower agrees that Lender or Trustee may (but is not obligated to) commence,
appear in, prosecute, defend, compromise, and settle, in Lender’s or Borrower’s name, and as attorney-in-fact for
Borrower, and incur necessary costs and expenses, including Attorney Fees in so doing, any action or proceeding,
whether a civil, crimmal, or probate judicial matter, nonjudicial proceeding, arbitration, or other alternative dispute
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resolution procedure, reasonably necessary to preserve or protect, or affecting or purporting to affect, the Mortgaged
Property, this Deed of Trust, Lender’s security for performance of the Obligations and payment of the Indebtedness,
ar the rights or powers of Lender or Trustee under the Loan Documents, and that if neither Lender nor Trustee elects
to do so, Borrower shall commence, appear in, prosecute, and defend any such action or proceeding, Borrower shall
pay all costs and expenses of Lender and Trustee, including costs of evidence of title and Attorney Fees, in any such
action or proceeding in which Lender or Trustee may appear or for which legal counsel is sought, whether by virtue
of being made a party defendant or otherwise, and whether or not the interest of Lender or Trustee in the Mortgaged
Property is directly questioned in such action or proceeding, including, without limitation, any action for the
condemnation or partition of all or any portion of the Mortgaged Property and any astion brought by Lender to
foreclose this Deéd of Trust or to enforce any of its terms or provisions.

12. Borrower’s Failure to Comply With Deed of Trust, If Borrower fails 1o make any payment or do any
act required by this Deed of Trust, or if there is any action or proceeding {including, without limitation, any judicial
or nonjudicial proceeding to foreclose the lien of a junior or senior mortgage or deed of trust) affecting or purporting
to affect the Mortgaged Property, this Deed of Trust, Lender’s security for the performance of the Obligations and
payment of the Indebtedness, or the rights or powers of Lender or Trustee under the Mote or this Deed of Trust,
Lender or Trustee may (but is not obligated to) () make any such payment or do any such act in such manner and to
such extent as either deems necessary to preserve or protect the Mortgaged Property, this Deed of Trust, or Lender’s
security for the performance of Borrower’s Obligations and payment of the Indebtedness, or the rights or powers of
Lender or Trustee under the Loan Documents, Lender and Trustee being authorized to enter on the Mortgaged
Property for any such purpose; and (b} in exercising any such power, pay necessary expenses, retaiu attomeys, and
pay Attorney Fees incurred in connection with such action, without notice to or deman] on Borrower and without
releasing Borrower from any Obligations or Indebtedness.

13. Sums Advanced to Bear Interest and to Be Secured by Deed of Frust. At Lender’s request, Borrower
shall immediately pay any sums advanced or paid by Lender or Trustee under any provision of this Deed of Trust or
the other Loan Documents. Until so repaid, all such sums and all other sums payable to Lender or Trustee shall be
added to, and become a part of, the Indebtedness secured by this Deed of Trust and bear interest from the date of
advancement or payment by Lender or Trustee at the same rate as provided in the Note, unless payment of interest at
such rate would be contrary to Governmental Requirements. All sums advanced by Lender under this Deed of Trust
or the other Loan Documents, whether or not required to be advanced by Lender under the terms of this Deed of
Trust or the other Loan Documents, shall conclusively be deemed to be mandatory advances required to preserve
and protect this Deed of Trust and Lender’s security for the performance of the Obligations and payment of the
Indebtedness, and shall be secured by this Deed of Trust to the same extent and with the same priority as the
principal and interest payable under the Mote.

14, Inspection of Mortgaged Property. In addition to any rights Lender may bave under California Civil
Code §2929.5, Lender may make, ot authorize other persons, inciuding, buf not limited to, appraisers and
prospective purchasers at any foreclosure sale commenced by Lender, to enter on or inspect the Mortgaged Property
at reasonable times and for reasonable durations, Borrower shall permit all such entries and inspections to be made
as fong as Lender has given Borrower written notice of such inspection at least 24 hours before the cntry and
inspection.

15. Financial Statements; Estoppel Certificates.

15.1. Borrower’s Financial Statements, On receipt of Lender’s written request and without expense
to Lender, Borrower shall furnish to Lender (a) an annual statement of the operation of the Mortgaged Property
prepared and certified by Borrower, showing in reasonable detail satisfactory to Lender total Rents received and
total expenses together with an annual balance sheet and profit and loss statement, within 90 days afler the close of
each fiscal year of Borrower, beginning with the fiscal year first ending after the date of recordation of this Deed of
Trust; (b) within 30 days after the end of each calendar quarter (March 31, June 38, September 30, December 31)
interim statements of the operation of the Mortgaged Property showing in reasonable detail satisfactory to Lender
total Rents and other income and receipts received and total expenses for the previous quarter, certified by
Borrower; and (¢) copies of Borrower’s annual state and federal income iax retumns within 30 days after filing them.
Borrower shall keep accurate books and records, and allow Lender, its representatives and agents, on notice, at any
time during normal business hours, access to such books and records regarding acguisition, construction, and
development of the Mortgaged Property, including any supporting or related vouchers or papers, shall allow Lender
to make extracts or copies of any such papers, and shall fumish to Lender and its agents convenient facilities for the
audit of any such statements, books, and records.

15.2. Recordkeeping. Borrower shall keep adequate records and books of zccount in accordance with
generally accepted accounting principles and practices and shall permit Lender, by its agents, accountants, and
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attorneys, to examine Borrower’s records and books of account and to discuss the affairs, finances, and accounts of
Borrower with the officers of Borrower, at such reasonable times as Lender may request,

15.3. Guarantors’ Financial Statements. Except to the extent already required by paragraph 15.1,
Borrower, its controlling shareholders, and all guarantors of the Indebtedness, if any, shal! deliver to Lender with
reasonable promptness after the close of their respective fiscal years a balance sheet and profit and loss statement,
prepared by an independent certified public accountant satisfactory to Lender, setting forth in each case, in
comparative form, figures for the preceding year, which statements shall be accompanied by the unqualified opinion
of such accountant as to their accuracy. Throughout the term of this Deed of Trust, Borrower and any guarantor shall
deliver, with reasonable promptness, to Lender such other information with respect to Borrower or guarantor as
Lender may from time to time request. All financial statements of Bortower or guarantor shall be prepared in
accordance with generally accepted accounting principles and practices applied on a censistent basis and shall be
delivered in duplicate. Documents and information submitied by Borrower to Lender are submitted confidentially,
and T.ender shall not disclose them 1o third parties and shall limit access to them to what is necessary 1o service the
loan, accomplish the normal administrative, accounting, tax-reporting, and other necessary functions, to sell all or
any part of the loan and to report such information as required to the Comptroller of the Currency, the Federal
Deposit Insurance Corporation, the Internal Revenue Service, and similar entities.

15.4.  Estoppel Certilicates, Within 10 days after Lender’s request for such information, Borrower
shall execute and deliver to Lender, and to any third party designated by Leuder, in recordable form, a certificate of
the principal financial or accounting officer of Borrower, dated within 3 days after delivery of such statements, or
the date of such request, as the case may be, reciting that the Loan Dacuments are unmodified and in full force and
effect, or that the Loan Documents are in full force and effect as modified and specifying all modifications asserted
Iy Borrower. Such certificate shall also recite the amount of the Indebtedness and cover other mafters with respect
to the Indebtedness or Obligations as Lender may reasonably require, the date(s) through wbich payments due on the
Indebtedness have been paid and tbe amouni(s) of any payments previovsly made on the Indebtcdness. The
certificate shall include a detailed statement of any right of setoff, counterclaim, or otber defense that Borrower
contends exists against the Indebtedness or the Obligations; a statement that such person knows of no Eveant of
Default or prospective Event of Default that has occurred and is continuing, or, if any Event of Default or
prospective Event of Default has occurred and is conlinuing, a stalement specifying the nature and period of its
existence and what action Borrower has taken or proposes to take with respect to such rnatter; and, except as
otherwise specified, a statement that Borrower has fulfilled all Obligations that are required to be fulfilled ou or
before the date of such certificate.

15.5.  Failure to Deliver Estoppel Certificate. If Borrower fails to execute and deliver the certificatc
required by paragraph 15.4 within such 10-day period, (a} the Loan Documents shall, as 1o Borrower, conclusively
bie deemed to be either in full force and effect, without modification, or in full force and effect, modified in the
manner and to the extent specified by Lender, whichever Lender reasonably and in good {ith may represent; (b) the
Indebtedness shall, as to Borrower, conclusively be deemed to be in the amount specified by Lender and no setoffs,
counterclaims, or other defenses exist against the Indebtedness; and {c} Bommower shall conclusively be deemned to
have irrevocably constituted and appointed Lender as Borrower’s special attorney-in-fact to execute and deliver
such certificate to any third party,

15.6.  Reliance on Estoppel Certificate. Borrower and Lender expressly agree that any certificate
executed and delivered by Bormower, or any representation in lieu of a certificate made by Lender under paragraph
15.5, iay be relied on by any prospective purchaser or any prospective assignee of any interest of Lender in the
MNote and other Indebtedness secured by this Deed of Trust or in the Mortgaged Property, and by any other person,
without independent investigation or examination, to verify the accuracy, reascnableness, or good faith of the
rscitals in the certificate or representation.

15.7. No Waiver of Default or Rights. Lender’s exercise of any right o1 remedy provided by this
paragraph 15 shall not constitute a waiver of, or operate to cure, any default by Borrower under this Deed of Trust,
or preclude any other right or remedy that is otherwise available to Lender under this Deed of Trust or
Governmental Requirements.

16, Uniform_Commercial Code Security Agreement, This Dceed of Trust is intended to be and shall
constitute a security agreement under the California Uniform Commercial Code for any of the Personalty specified
as part of the Mortgaged Property that, under Governmental Requirements, may be subject fo a security interest
under the Califomia Uniform Commercial Code, and Borrower grants to Lender a secutity interest in those items.
Borrower authorizes Lender to file financing statements in all states, counties, and other jurisdictions as Lender may
elect, without Borrower’s signature if permitted by law. Borrower agrees that Lender may- file this Deed of Trust, or
a copy of it, in the real estate records or other appropriate index or in the Office of the Secretary of State of the State
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of California and such other states as the Lender may elect, as a financing statement for any of the items specified
above as part of the Mortgaged Property. Any reproduction of this Deed of Trust or exzcuted duplicate original of
this Deed of Trust, or a copy certified by a County Recorder in the State of California, or of any other security
agreement or financing statement, shall be sufficient as a financing statement. In addition, Borrower agrees to
execute and deliver to Lender, at Lender’s request, any UCC financing statements, as well as any extensions,
renewals, and amendments, and copies of this Deed of Trust in such form as Lender may require to perfect a
security interest with respect to the Personalty, Borrower shall pay all costs of filing such financing statements and
any extensions, renewals, amendments, and releases of such statements, and shall pay all reasonable costs and
sxpenses of any record scarches for financing statements that Lender may reasonably require. Without the prior
wtitlen consent of Lender, Borrower shall not create or suffer to be created any other security interest in the jtems,
including any replacements and additions,

On any Event of Default, Lender shall have the remedies of a secured party under the California Uniform
Commercial Code and, at Lender’s option, may also invoke the remedies in paragraph 21 of this Deed of Trust as to
such items. In exercising any of these remedies, Lender may proceed against the items of Mortgaged Property and
any items of Personalty separately or together and in any order whatsoever, without in any way affecting the
availability of Lender’s remedies under the California Uniform Commercial Code or of the remedies in paragraph
21 of this Deed of Trust,

17. Fixture Filing. This Deed of Trust constitutes a financing statement filed as a fixture filing under
California Commercial Code §9502(c), as amended or recodified from time 1o time, covering any portion of the
Mortgaged Property that now is or later may become a fixture attached to the Mortgaged Property or to any
Improvement.

18. Waiver of Statute of Limitations. Borrower waives the right to assert any statute of limitations as a
defense to the Loan Documents and the Obligations secured by this Deed of Trust, to the fullest extent permitted by
Governmental Requirements.

19. Events of Default. The term Event of Default as used in this Deed of Trust means the occurrence or
happening, at any time and from time to time, of any one ar more of the following:

19.1. Payment of Indcbtedness. Borrower fails {0 pay any installment of interest and/or principal
undet the Note or any other Indebtedness when due and such failure continues for more than 10 days afier the date
such payment was due and payable whether on maturity, the date stipulated in any Loan Document, by acceleration,
or otherwise.

19.2, Performance of Oblipations. The failure, refusal, or neglect to perform and discharge fully and
timely any of the Obligations as and when required.

19.3, Judgment. If any final judgment, order, or decree is rendered against Borrower or a guarantor
and is not paid or executed on, or is not stayed by petfection of an appeal or other appropriate action, such as being
bonded, or is not otherwise satisfied or disposed of to Lender’s satisfaction within 30 days after entry of the
judgment, order, or decree,

19.4. Yoluntary Bankruptey, If Borrower or any guarantor {a} seeks entry of an order for relief as a
debtor in a proceeding under the Bankruptcy Code; (b} secks, consents to, or does not contest the appeintment of a
receiver or trustee for itself or for all or amy part of its property; (¢} files a petition seeking relief under the
kankruptey, arrangement, reorganization, or other debtor relief laws of the United States or any state or any other
competent jurisdiction; (d} makes a general assignment for the benefit of its creditors; or (e} states in writing its
inability to pay its debts as they mature.

19.5. Involuptary Bankruptcy. If (a) a petition is filed against Borrower or any guarantor seeking
reltef under any bankruptcy, arrangement, reorganization, or other debtor relief laws of the United States or any state
or other competent jurisdiction; or (b) a court of competent jurisdiction enters an order, judgment, or decree
appointing, without the consent of Borrower or any guarantor, a receiver or trustee for it, or for all or any part of its
property; and {c) such petition, order, judgment, or decree is not discharged or stayed within 90 days after its entry.

19.6, Foreclosure of Other Liens, If the holder of any lien or security interest on the Mortgaged
Property {without implying Lender’s consent to the existence, placing, creating, or permitting of any lien ot security
interest) institutes foreclosure or other proceedings to enforce its remedies thereunder and any such proceedings are
not stayed or discharged within 60 days after institution of such foreclosure proceedings.

19.7.  Sale, Lease, Encumhrance, or Other Transfer. Any sale, lease, exchange, assignment,
conveyance, encumbrance (including, but not limited to PACE/HERQ loans, any loans where payments are
collected through property tax assessments, and super-voluntary liens which are deemexl to have priority over the
lien of this Deed of Trust) (other than a Permitted Encumbrance), transfer of possession, or other disposition of all or
any portion of the Land or Improvements or any of Borrower’s interest in the Land or Improvement without
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Lender’s prior written consent, or any sale, lease, exchange, assignment, conveyance, encumbrance (cther than a
Permitted Encumbrance), or other disposition of any portion of the Personalty, without Lender’s prior written
consent.

19.8.  Title and Lien Priority. If Borrower’s title to any or all of the Merigaged Property or the status
of this Deed of Trust as a first and prior lien and security interest on the Mortgaged Pperty is endangered in any
manner, and Borrower fails to cure the same on Lender’s demand; provided, however, that Borrower shall not be in
default under this paragraph if Borrower is diligently pursuing a contest or cure of such title or lien issue and
Borrower has posted adequate security to protect Lender’s rights, interest, and priority under this Deed of Trust, as
determined by Lender.

19.9.  Other Defaults, The occurrence of an Event of Default or any default, as defined or described in
the other Loan Documents, or the occurrence of a default on any indebiedness or Obligations.

19.10. Levy on Assets. A levy on any of the assets of Borrower or any guarantor, and such levy is not
stayed or abated within 60 days after such levy.

19.11.  Breach of Representations. The breach of any representation, warranty, or covenant in this
Deed of Trust or other Lean Documents.

19.12. Default Under Prior Deed of Trust, Security Instrument, or Lien, The failure to pay on a
timely basis, or the occurrence of any other default under any note, deed of trust, contract of sale, lien, charge,
encumbrance, or security interest encumbering or affecting the Mortgaged Property and having priority over the lien
of this Deed of Trust.

19.13, Failure to Deposit Funds in Bank Account Subiject to ACH Withdrawals. In the event Lender
advances funds for the payment of property taxes, insurance, assessments, or other amounts due on the Mortgaged
Property for the purpose of protectmg Lender’s priority lien position, the failure by Borrmower to timely deposit funds
in Borrower’s bank account in an amount sufficient to repay Lender for the amounts advanced via electronic funds
transfer from Borrower™s bank account

19.14. Yiolation of Governmental Requirements. The failure of Borrower, any tenant, or any other
uccupant of the Mortgage Property to comply with any Governmental Requirement. In accordance with section 7
above, any potential violation by a tenant or other occupant of the Mortgaged Property of any Govermnmental
Requirement is an Event of Default under the terms of the Note and this Deed of Trus:, then Lender, at Lender's
option, may, without prior notice, declare all sums secured by this Deed of Trust, regardless of their stated due
date(s), immediately due and payable and may exercise all rights and remedies in this Dead of Trust, including those
in parageaph 21.

20. Acceleration on Transfer or Encumbrance.

20.1.  Acceleration on Transfer or Encumbrance of Mortgaged Property. If Borrower sells,
contracts o sell, gives an option to purchase, conveys, leases with an option to purchase, encumbers (including, but
not limited to PACE/HERO loans, any loans where payments are collected through property tax assessments, and
super-voluntary liens which are deemed (o have priority over the lien of this Deed of Trust), or alienates the
IMortgaged Property, or any interest in it, or suffers its title to, or any interest in, the Mortgaged Property 1o be
divested, whether voluntarily or involuntarily; or if there is a sale or transfer of bencficial interests in Borrower
equal to 25 percent or more of the beneficial ownership interests of Borrower outstanding at the date of this Deed of
Trust; or if Borrower changes or permits to be changed the character or use of the Mortgaged Property, or drills or
extracts or enters inlo any lease for the drilling or extracting of oil, gas, or other hydrocarbon substances or any
mineral of any kind or character on the Mortgaged Property; or if title to such Mortgaged Property becomes subject
to any lien or charge, voluntary or involuntary, contractual or statutory, without Lendar’s prier written consent, then
Lender, at Lender’s option, may, without prior notice, declare all sums secured by this Deed of Trust, regardless of
their stated dve daie(s), immediately due and payable and may exercise all rights and remedies in this Deed of Trust,
including those in paragraph 21.

20,2, Replacement Persenalty. Despitc the provisions of paragraph 20.1, Borrower may from time to
time replace Personalty constituting a part of the Mortgaged Property, as long as (a} the replacements for such
Personelty are of equivalent value and quality; (b) Borrower has good and clear title to such replacement Personalty
free and clear of any and all liens, encumbrances, security interests, ownership interests, claims of title (contingent
or otherwise), or charges of any kind, or the rights of any conditional sellers, vendors, or any other third parties in or
to such replacement Personalty have been expressly subordinated to the lien of the Deed of Trust in a manner
satisfactory to Lender and at no cost to Lender; and (c) at Lender’s option, Borrower provides at no cost to Lender
satisfactory evidence that the Deed of Trust constitutes a valid and subsisting lien on and security interest in such
replacement Persenalty of the same priority as this Deed of Trust has on the Mortgaged Property and is not subject
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to being subordinated or its priority affected under any Governmental Requirements, including §9334 of the
Califomia Commercial Code.

20.3. Permitted Encumbrances. If Lender consents in writing, which consent may not be

unreasonably withheld, the due-on-encumbrance provision set forth in paragraph 20.1 shall not apply to a junior
woluntary deed of trust or mortgage lien in favor of another lender encumbering the Mortgaged Property (the
principal balance of any such junior encumbrance shall be added to the principal balarce of the Indebtedness for
purposes of determining compliance with the financial covenants of the Note); as long as Borrower gives Lender at
teast 30 days written notice of the further encumbrance and reimburses Lender for all out-of-pocket costs and
expenses incurred in connection with such encumbrance,
1. Acceleration and Sale on Default. If an Event of Default occurs, Lender, at its option, in addition to other
remedies provided at law, may declare all sums secured by this Deed of Trust immediately due and payable by
delivering to Trustee a written affidavit ot declaration of default and demand for sale, executed by Lender and
reciting facts demonstrating such default by Borrower, together with a writlen notice of default and election to sell
the Mortgaged Property. Lender shall also deposit with Trustee the Note, this Deed of Trust, and documents
evidencing any additional advances or expenditures secured by this Deed of Trust. On receipt by Trustee of such
affidavit or declaration of default and such notice of default and election to sell, Trustee shall accept such election to
¢ell as true and conclusive of all facts and statements in such affidavit or declaration of default and shall cause such
notice of default and election to sell to be recorded as required by Governmental Requirements, On the expiration of
such period as may then be required by Govemmental Requirements following recordation of such notice of default,
and after notice of sale has been given in the manner and for the period required by Governmental Requirement,
Trustee, without demand on Borrower, shall sell the Morigaged Property at the time and place fixed in such notice
of sale, either in whole or in separate parcels, and in such order as Trustee may detennine or Lender may direct
{Borrower waives any right it may have under Govermmental Requirements to direct the order of sale), at public
auction to the highest bidder for cash in lawful money of the United States, payable at the time of sale; provided,
however, that Lender may offset its bid at such sale to the extent of the full amount owed to Lendet under the Loan
Documents, including, without limitation, Trustee’s fees, expenses of sale, and costs, expenses, and Attorney Fees
incurred by or on behalf of Lender in coimection with collecting, litigating, or otherwise enforcing any right under
the Loan Documents, Trustee may postpone the sale of all or any portion of the Mottgaged Property by public
announcement made at the initial time and place of sale, and from time to time later by public announcement made
at the time and place of sale fixed by the preceding postponement. Trustee shall deliver to the purchaser at such
public auction its deed conveying the Mortgaged Property sold, but without any covenant or warranty, express or
implied. The recital in such deed of any matter of fact conceming notices shall be conclusive proof of its
truthfulness, Any person, including Borrower, Trustee, or Lender, may purchase at such sale.

The proceeds or avails of any sale made under ar by virtue of this Deed of Trust, together with any other
sums secured by this Deed of Trust, which then may be held by the Trustee or Lender or any other persan, shall be
applied as follows: (1) To the payment of the costs and expenses of such sale, including Trustee’s fees, costs of title
evidence, Attomey Fees, and reasonahle compensation 10 Lender and its agents and consultants, and of any judicial
proceedings in which the same costs and expenses of sale mmay he made, and of all expenses, liahilities, and
advances made or jncurred by the Trustee or Lender under this Deed of Trust, together with interest at the rate set
forth in the Note on all advances made by the Trustee or Lender and all taxes or assessments, except any taxes,
assessments, or other charges subject o which the Mortgaged Property was sold; (2) to the payment of the whole
amount then due, owing, or unpaid on the Note for interest and principal, with interest on the unpaid principal at the
Default Rate (as defined in the Note), from the due date of any such payment of principal until the same is paid; (3}
to the payment of any other Indehtedness required to be paid by Borrower under any provision of this Deed of Trust,
the Note, or any of the other Loan Documents; and (4) to the payment of the surplus, if any, to whomsoever may be
lawfully entitled to receive it,

12, Borrower’s Obligation to Notify Lender.

- 22,1 Bankruptcy, Insolvency, Transfer, or Encumbrance. Borrower shall notify Lender in writing,
at or before the time of the occurrence of any event described in paragraphs 19 and 20 of this Deed of Trust, of such
gvent and shall promptly furnish Lender with any and all information on such event that Lender may request.

22,2  Government Notice. Bomrower shall give immediate written notice to Lender of any noftice,
proceeding or inquiry by any Govemnmental Authority. Borrower shall provide such notice to Lender within five (5)
days of Borrower’s knowledge, constructive or actual, of any such notice, proceeding or inquiry by any Government
Authority,

23. Whaiver of Marshaling, Despite the existence of interests in the Mortgaged Property other than that
created by this Deed of Trust, and despite any other provision of this Deed of Trust, if Borrower defaults in paying
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the Indebtedness or in performing any Obligations, Lender shall have the right, in Lender’s sole and absolute
discretion, to establish the order in which the Morigaged Property will be subjected to thz remedies provided in this
Deed of Trust and to establish the order in which all or any part of the Indebtedness secured by this Deed of Trust is
satisfied from the proceeds realized on the exercise of the remedies provided in this Deed of Trust. Borrower and
any person who now has or later acquires any interest in the Mortgaged Property with a:tual or constructive notice
of this Deed of Trust waives any and all rights to require a marshaling of assets in connection with the exercise of
any of the remedies provided in this Deed of Trust or otherwise provided by Governmental Requirements.

24, Environmental Matters.

24.1.  Borrower’s Represcntations and Warranties, Borrower represents and warrants to Lender that:

24.1.1. The Mortgaged Property and Borrower are not in violation of any Environmental Laws or
subject to any existing, pending, or threatened investigation by any Governmental Authority under any
Environmental Laws.

24.1.2. Borrower has not obtained and is not required by any Environmental Laws to obtain any
permits or licenses to construct or use the Mortgaged Property or the Improvements.

24.13. Borrower has conducted an appropriate inquiry into previous uses and owmnership of the
Mortgaged Property, and after such inquiry determined that no Hazardous Substanze has been disposed of,
transported, or released on or at the Mortgaged Property.

24.14. No part of the Mortgaged Property is being used or, to the knowledge of Borrower, has
been uscd at any previous time, for the disposal, storage, treatment, processing, transporting, or other handling of
Hezardous Substances, nor is any part of the Mortgaged Property affected by any Hazardous Substance
contamination,

24.1.5. To the best of Borrower’s knowledge and belief, no real propeny adjeining the Mortgaged
Property is being used, or has ever been used at any previous time, for the disposal, storage, treatment, processing,
cr other handling of Hazardous Substances, nor is any other real property adjoining the Mortgaged Property affected
tiy Hazardous Substances contamination.

24.1.6. No investigation, administrative order, consent order or agreement, litigation, or settlement
with respect to Hazardous Substances or Hazardous Substances contamination is proposed, threatened, anticipated,
cr in existence regarding the Mortgaged Property. The Mortgaged Property is not currently on, and to Borrower’s
knowledge, after diligent investigation and inquiry, has never been on, any federal or state “Superfund” or
“Superlien™ list,

24.1.7. Neither Bomrower nor, to the best of Borrower’s knowledge and belief, any tenant of any
portion of the Mortgaged Property has received any notice from any Governmental Authority regarding any
violation of any Envirenmental Laws.

24.1.8. The use that Borrower makes and intends to make of the Mcrtgaged Property shall not
result in the disposal or release of any Hazardous Substances on, in, or to the Mortgaged Property.

24.1.9. Borrower shall not cause any violation of any Environmental Laws, nor permit any tenant
of any portion of the Mortgaged Property to cause such a violation, nor permit any environmental liens to be placed
on any portion of the Morigaged Property.

24.1.10. Neither Borrower nor any third party shall use, generate, manufacture, store, release,
discharge, or dispose of any Hazardous Substance on, under, or about the Mortgaged Property, or transport any
Hazardous Substance to or from the Mortgaged Property.

24.2.  Survival of Representations and Warranties, The foregoing representations and warranties shall
be continuing and shall be true and correct for the period from the date of this instrument to the release of this Deed
of Trust (whether by payment of the Indebtedness secured by this Deed of Trust or foreclosure or action in lieu of
foreclosure), and these representations and warranties shall survive such release.

24.}.  Notice to | ender. Borrower shall give prompt written notice to Lender of;

24.3.1. Any proceeding or inquiry by any Governmental Authority (including, without limitation,
the California State Department of Health Services) regarding the presence or threatened presence of any Hazardous
Substance on the Mortgaged Property;

24.3.2. All claims made or threatened by any third party against Barrower or the Mortgaged
Property relating to any loss or injury resulting from any Hazardous Substance;

24.3.3. Any notice given to Borrower under California Civil Code §851(b); and

24.3.4. Borrower’s discovery of any occurrence or condition on any real property adjoining or in
the vicinity of the Mortgaged Property that could cause it or any part of it to be subjec o any restrictions on the
ownetship, occupancy, transferability, or use of the Mortgaged Property under any Environmental Laws,
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24.4. Lender’s Right to Join Legal Actions, Lender shall have the right, at its option, but at
Borrower’s sole cost and expense, to join and participate in, as a party if it so elects, any Iegal proceedings or actions
initiated by or against Borrower or the Mortgaged Property in connection with any Environmental Laws.

24,5, Borrower's Indemnity. Borrower shall indemnify, defend, and hold hermless Lender, its
directors, officers, employees, agents, successors, and assigns from and against any loss, damage, cost, expense, or
liability directly or indirectly arising from or attributabie to the use, generation, manufacture, production, storage,
release, threatened release, discharge, disposal, or presence of a Hazardous Substance on, under, or about the
Mortgaged Property, or any order, consent decree, or settlement relating to the cleanup of a Hazardeus Subsiance, or
any claims of loss, damage, liability, expense, or injury relating to or arising from, directly or indirectly, any
disclosure by Lender to anyone of information, whether true or not, relative to a Hazardous Substance or
Environmental Law violation, including, without limitation, Attorney Fees. This indemnity shal! survive the release
of this Deed of Trust (whether by payment of the Indebtedness secured by this Deed of Trust or foreclosure or action
in lieu of foreclosure),

15, Trustee, The Trustee shail be deemed to have accepted the terms of this trust when this Deed of Trust,
duly executed and acknowledged, is made a public record as provided by law. The Trustee shall not be obligated to
notify any party to this Deed of Trust of any pending sale under any other deed of trust or of any action or
proceeding in which Borrower, Lender, or Trustee is a party, unless such sale relates to or reasonably might affect
the Mortgaged Property, this Deed of Trust, Lender’s security for the payment of the Indebtedness and the
performance of the Obligations, ot the rights or powers of Lender or Trustee under the [.oan Documents, or unless
such action or proceeding has been instituted by Trustee against the Mortgaged Property, Borrower, or Lender.

26. Fower of Trustee to Reconvey or Consent. At any time, without liability and without notice to Borrower,
on Lender’s written request and presentation of the Note and this Deed of Trust to Trustee for endorsement, and
without altering or affecting (a) the personal liability of Borrower or any other person for the payment of the
Indebtedness secured by this Deed of Trust, or (b) the lien of this Deed of Trust on the remainder of the Mortgaged
Property as security for the repayment of the full amount of the Indebtedness then or latar secured by this Deed of
Trust, (c) or any right or power of Lender or Trustee with respect to the remainder of the Mortgaged Property,
Trustee may (i) reconvey or release any part of the Mortgaged Property from the lien of this Deed of Trust; (it
approve the preparation or filing of any map or plat of the Mortgaged Property; (iii) join in the granting of any
easement burdening the Morigaged Property; or (iv) enter into any extension or subordination agreement affecting
the Mortgaged Property or the lien of this Deed of Trust.

27, Duty to Reconvey, On Lender’s written request reciting that all sums secured hereby have been paid,
surrender of the Note and this Deed of Trust to Trustee for cancellation and retention by Trustee, and payment by
Borrower of any reconveyance fees customarily charped by Trustee, Trustee shall reconvey, without warranty, the
Mortgaged Property then held by Trustee under this Deed of Trust. The recitals in such reconveyance of any matters
of fact shall be conclusive procf of their truthfulness. The grantee in such reconveyance may be described as “the
person or persons legally entitled to the Mortgaged Property.” Such request and reconveyance shall operate as a
reassignment of the Rents assigned to Lender in this Deed of Trust.

18, Substitution of Trustee. Lender, at Lender’s option, may from time to time, by written instrument,
substitute a successor or successors to any Trustee named in or acting under this Deed of Trust, which instrument,
when executed and acknowledged by Lender and recorded in the office of the Recorder of the county or ¢counties in
vrhich the Mortgaged Property is located, shall constitute conclusive proof of the proper substitution of such
successor Trustee or Trustees, who shall, without conveyance from the predecessor Trustee, succeed to all right,
title, estate, powers, and duties of such predecessor Trustee, including, without limitation, the power to reconvey the
Mortgaged Property. To be effective, the instrument must contain the names of the original Borrower, Trustee, and
Lender under this Deed of Trust, the book and page or instrument or document number at which, and the county or
counties in which, this Deed of Trust is recorded, and the name and address of the substitute Trustee. If any notice of
default has been reeorded under this Deed of Trust, this power of substitution cannot bz exarcised until all casts,
fees, and expenses of the then acting Trustee have been paid. On such payment, the then acting Trustee shall endorse
receipt of the payinent on the instrument of substitution. The procedure provided in this paragraph for substitution of
Trustees is not exclusive of other provisions for substitution provided by Governmental Requirements.

19. No Waiver by Lender. No waiver by Lender of any right or remedy provided by the Loan Documents or
Governmental Requirements shall be effective unless such waiver is in writing and signed by two authorized
offiecrs of Lender. Waiver by Lender of any right or remedy granted to Lender under the Loan Documents or
Governmental Requirements as to any transaction or occurrence shall not be deemed a waiver of any future
transaction or occurrence. The acceptance of payment of any sum secured by this Deed of Trust after its due date, or
the payment by Lender of any Indebtedness or the performance by Lender of any Obligations of Borrower under the
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Loan Documents, on Borrower’s failure to do so, or the addition of any payment so made by Lender to the
Indebtedness secured by this Deed of Trust, or the exercise of Lender’s right to enter the Mortgaged Property and
receive and collect the Rents from it, or the assertion by Lender of any other right or remedy under the Loan
Documents, shall not constitute a waiver of Lender’s right to require prompt performance of all other Obligations of
Borrower under the Loan Documents and payment of the Indebtedness, or to exercise any other right or remedy
under the Loan Documents for any failure by Borrower to timely. and fully pay the Indebtedness and perform its
Obligations under the Loan Documents. Lender may waive any right or remedy under the Loan Documents or
Governmental Requirements without notice to or consent from Borrower, any guarantor of the Indebtedness and of
Borrower’s Obligations under the Loan Documents, or any holder or claimant of a lien or other interest in the
Mortgaged Property that is junior to the lien of this Deed of Trust, and without incurring liability to Borrower or any
other person by so doing.

30, Consents and Modifications; Borrower and Lien Not Released. Despite Borrower’s default in the
payment of any Indebtedness secured by this Deed of Trust or in the performance of any Obligations under this
Deed of Trust or Borrower’s breach of any obligation, covenant, or agreement in the Lean Documents, Lender, at
Lender’s option, without notice to or consent from Borrower, any guarantor of the Indebtedness and of Borrower’s
Obligations under the Loan Documents, or any holder or claimant of a lien or interest in the Mortgaged Property that
is junior to the lien of this Deed of Trust, and without incurring liability to Borrower or any other person by so
doing, may from time to time (a) extend the time for payment of all or any portion of Borrower’s Indebtedness under
the Loan Documents; (b) accept a renewal note or notes, or release any person from liability, for all or any portion of
such Indebtedness; (c) agree with Borrower to modify the terms and conditions of payment under the Loan
Documents; (d) reduce the amount of the monthly installments due under paragraph 9 of this Deed of Trust; ()
reconvey or release other or additional security for the repayment of Borrower’s Indsbtedness under the Loan
Documents; () approve the preparation or filing of any map or plat with respect to the Mortgaged Property; {(g) enter
into any extension or subordination agreement affecting the Mortgaged Property or the tien of this Deed of Trust;
and (h) agree with Borrower to modify the tenm, the rate of interest, or the period of amortization of the Note or alter
the amount of the monthly installments payable under the Note. No action taken by Lender under this paragraph
shall be effective unless it is in writing, subscribed by Lender, and, except as expressly stated in such writing, no
such action will impair or affect (i) Borrower’s obligation to pay the Indebtedness secured by this Deed of Trust and
t observe all Obligations of Borrower contained in the Loan Documents; (ii) the puatanty of any Person of the
payment of the Indebtedness secured by this Deed of Trust; or (iii) the lien or prictity of the lien of this Deed of
Trust. At Lender’s request, Borrower shall prompily pay Lender a reasonable service charge, together with all
insurance premiums and Attorney Fees as Lender may have advanced, for any action taken by Lender under this
paragraph.

Whenever Lender’s consent or approval is specified 2s a condition of any provision of this Deed of Trust,

such consent or approval shall not be effective unless such consent or approval is in writing, signed by two
authorized officers of Lender,
3l Waiver of Right of Offset. No portion of the Indebtedness secured by this Deed of Trust shall be or be
deemed to be offset or compensated by all or any part of any claim, cause of action, counterclaim, or cross-claim,
whether liquidated or unliquidated, that Borrower may have or claim to have against Lender. Borrower herehy
viaives, to the fullest extent permitted by Governmental Requirements, the benefits of California Code of Civil
Procedure section 431,70, which provides:

Where cross-demands for money have existed between persons at any point in 1ime when neither
demand was barred by the statute of limitations, and an eetion is thereafter commenced by one
such person, the other person may assert in the answer the defense of payment in that the two
demands are compensated so far as they equal cach other, notwithstanding that an independent
action asserting the person’s claim would at the time of filing the answer be barred by the statute
of limitations. If the cross-demand would otherwise be barred by the statute of limitations, the
relief accorded under this section shall not exceed the value of the relief granted to the other party.
The defense provided by this section is not available if the cross-demand is barred for failure to
assert it in a prior action under Section 426.30. Neither person can be deprived of the benefits of
this section by the assignment or death of the other. For the purposes of this section, a moncy
judgment is a “demand for money” and, as applied to a money judgment, the deinand is barred by
the statute of limitations when enforcement of the judgment is barred under Chapter 3
(commencing with Section 683.010) of Division ! of Title 9.
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32, Future Advances. On request by Bomower, Lender, at Lender’s option, may make future advances to
Borrower. All such future advances, with interest, shall be added to and become a parl of the Indebicdness secured
by this Deed of Trust when evidenced by promissory notes reciting that such note(s) are secured by this Deed of
Trust.

33. Prepayment. If the Note secured by this Deed of Trust provides for a fee or charge as consideration for
the acceptance of prepayment of principal, Borrower agrees to pay said fee or charge if the Indebtedness or any part
of it shall be paid, whether voluntarily or involuntarily, before the due date stated in the Note, even if Borrower has
defaulted in payment or in the performance of any agreement under this Deed of Trust and Lender, for that reason or
bty reason of paragraphs 20 and 21 of this Deed of Trust, shall have declared all sums secured by this Deed of Trust
immediately due and payable,

34, Additional Borrower Representations. To induce Lender to enter into this Deed of Trust, the Note, and
the other Loan Documents and to make the Loan, Borrower makes the following reprusentations and warranties,
which are deemed made as of both the date and the recordation of this Deed of Trust:

34.1.  Capacity. Borrower and the individuals executing Loan Documents nn Borrower’s behalf have
the full power, authority, and legal right to execute and deliver, and to perform and observe the provisions of this
Deed of Trust, the Note, the other Loan Documents, and any other document, apreement, certificate, or instrument
executed in connection with the Loan, and to catry out the contemplated transactions.

34.2.  Authority and Enforceability. Borrower’s execution, delivery, and pzrformance of this Deed of
Trust, the Note, the other Loan Documents, and any other document, apreement, certificate, or instrument executed
in connection with the Loan have been duly authorized by all necessary corparate or other business entity action and
do not and shall not require any registration with, consent, or approval of, notice to, or any action by any Person or
Governmental Authority, Borrower has obtained or will obtain on or before the recordation of this Deed of Trust all
necessary Govermmental Authority and other approvals necessary for Borrower to comply with the Loan
Documents. This Deed of Trust, the Note, and the other Loan Documents executed in connection with the Loan,
when executed and delivered by Borrower, shall constitute the legal, valid, binding, and joint and several obligations
of Borrower enforceahle in accordance with their respective terms.

343.  Compliance With Other Instruments. The execution and delivery of this Deed of Trust and the
other Loan Documents, and compliance with their respective terms, and the issuance of the Note and other Loan
Documents as contemplated in this Deed of Trust, shall not result in a breach of any of the terms or conditions of, or
result in the imposition of, any lien, charge, or encumbrance (except as created by this T'eed of Trust and the other
Loan Documents) on any properties of Borrower, or constitute a default (with due notice or lapse of time or both) or
result in an occurrence of an event for which any holder or holders of indebtedness may declare the same due and
payable under, any indenture, agreement, order, judgment, or instrument to which Borrower is a party or by which
Borrower or its properties may be bound or affected.

344. Compliance With Law. The execution and delivery of this Deed of Trust, the Note, and the ather
Loan Documents, or any other document, agreement, certificate, or instrument to which Bortower is bound in
connection with the Loan, do not conflict with, result in a breach or default under, or create any lien or charge under
any provision of any Governmental Requirements to which it is subject and shall not violate any of the
Governmental Requirements,

34.5.  Material Adverse Events, Since the date of the financial statements Jelivered to Lender before
recordation of this Deed of Trust, neither the condition {financial or otherwise} nor the business of Borrower and the
Mortgaged Property have been materially adversely affected in any way.

34.6.  Litigation, There are no actions, suits, investigations, or proceedings pending or, to Borrower’s
knowledge after due inquiry and investigation, threatened against or affecting Borrower at law or in equity, before or
by any Person or Governmental Authority, that, if adversely determined, would have a material adverse effect on the
business, properties, or condition (financial or otherwise) of Borrower or on the validity or enforceability of this
Deed of Trust, any of the other Loan Documents, or the ability of Borrower to perform under any of the Loan
Documents.

34.7.  No Untrue Statements. All statements, representations, and warranties made bv Borrower in this
Dieed of Trust or any other Loan Document and any other agreement, document, certificate, or instrument previously
furnished or to be furnished by Borrower to Lender under the Loan Documents (a) are and shall be true, correct, and
complete in all material respects at the time they were made and on and as of the recordation of this Deed of Trust,
(b) do not and shall not contain any untrue statement of a material fact, and (¢) do not and shall not omit to state a
material fact necessary to make the information in them neither misleading nor incomplete. Borrower understands
that all such statements, representations, and warrantics shall be deemed to have been relied on by Lender as a
material inducement to make the Loan,
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34.8.  Policies of Insurance, Each copy of the insurance policies relating to the Mortgaged Property
delivered to Lender by Borrower (a) is a true, correct, and complete copy of the respective original policy in effect
on the date of this Deed of Trust, and no amendments or modifications of said dociments or instruments not
included in such copies have been made, except as stated in this paragraph 34.8 and {b) las not been terminated and
is in full force and effect. Borrower is not in default in the observance or performance of its material obligations
under said documents or instruments and Borrower has done all things required to be done as of the date of this
Deed of Trust to keep unimpaired its rights thereunder.

34.9.  Financial Statements. All financial statements furnished to Lender are true and correct in all
material respects, are prepared in accordance with generally accepted accounting principles, and do not omit any
material fact the omission of which makes such statement or statements misleadin g. There are no facts that have not
been disclosed to Lender by Borrower in writing that materially or adversely affect or could potentially in the future
affect the Mortgaged Property or the business prospects, profits, or condition (financial or otherwise) of Borrower or
any guarantor or Borrower’s abilities to perform the Obligations and pay the Indebtedness.

34.10. Water Rights. (a) Borower is the solc owner of record of the Water Rights; (b) the Water Rights
are appurtenant to the Mortgaged Property and are free and clear of all liens and encumbrances except as set forth in
the title report described in paragraph 1.22; (c) thc Water Rights are sufficient to satisfy all water requirements of
the development of the Mortgaged Property as presently contemplated; (d) the Water Rights include all water rights
appurtenant to the Mortgaged Property; (¢) Borrower has received a water service commitment from the applicable
local water district, guaranteeing water service for the Mortgaged Property in an amount necessary to satisfy the
requirements for such property in its currently contemplated final state of development; and () on recordation of this
Deed of Trust with the county recorder, Lender shall have a valid, first priority, perfected security interest in the
*Water Rights,

34.11. Taxes, Borrower has filed or caused to be filed all tax returns that are required to be filed by
Borrower under the Governmental Requirements of each Governmental Autherity with taxing power over Borrower,
and Borrower has paid, or made provision for the payment of, all taxes, assessments, fees, and otber governmental
charges that have or may have become due under said retumns, or otherwise, or under any assessment received by
Borrower except that such taxes, if any, as are being contested in good faith and as to which adequate reserves
{determined in accordance with generally accepted accounting principles) have been provided.

34.12, Leases. If the Mortgaged Property includes a leasehold estate, Borrower has not and shall not
surrender; terminate, cancel, waive, accept waiver, change, supplement, grant subleases of, alter, surrender, or
amend, and shall comply with all terms, covenants, and conditions in the Leasehold.

34.13. Further Aets. Borrower shall, at its sole cost and cxpense, and without expense to Trustee or
Lender, do, execute, acknowledge, and deliver all and every such further acts, deeds, conveyances, deeds of trust,
mortgages, assighments, notices of assignments, transfers, and assurances as Trustee or Lender shall from time to
time require, for the purpose of better assuring, conveying, assigning, transferring, pledging, mortgaging,
warranting, and confirming to Trustee the Mortgaged Property and rights, and as to Lender the secutity interest as to
the Personalty, conveyed or assigned by this Deed of Trust or intended now or later so to be, or for carrying out the
intentjon or facilitating the performance of the terms of this Deed of Trust, or for filing, registering, or recording this
Deed of Trust and, on demand, shall execute and deliver, and authorizes Lender to executs in the name of Borrowet,
to the extent it may lawfully do so, one or more financing statements, chattel mortgagss, ot comparable security
instruments, to evidence more effectively the lien of this Deed of Trust on the Mortgaged Property.

34,14, Filing Fees, Borrower shall pay all filing, registration, or recording fees, all Governmental
Authority stamp taxes and other fees, taxes, duties, imposts, assessments, and all other chatges cident to, arising
from, or in connection with the preparation, execution, delivery, and enforcement of the Note, this Deed of Trust,
the other Loan Documents, any supplemental deed of trust or mortgage, or any instrumeni of further assurance,

34,15, Entity Compliance, As long as it is the owner of the Mortgaged Property, Borrower, if a
corporation, limited liability company, or partnership, shall do all things necessary to preserve and keep in full force
and effect its existence, franchises, rights, and privileges es such entity under the laws of the state of its
incorporation or formation, and shall comply with all Governmnental Requirements of any Governmental Authority
applicable to Borrower or to the Mortgaged Property or any part of it
35, Governing Law, This instrument shall be deemed to have been made in the State of California, and the
validity of this Deed of Trust and the other Loan Documents, their construction, interpretation, and enforcement, and
the parties’ rights under such documents and concerning the Mortgaged Property, shall be decided under, governed
by, and construed in accordance with the laws of the State of California. The parties agree that all actions or
proceedings arising in connection with this Deed of Trust and the other Loan Documents shall be tried and litigated
only in the state courts located in the Sacramento County, California, or the applicable federal district court that
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covers said county. Borrower waives any right Borrower may have to assert the doctrine of forum non conveniens or
to object to such venue,

3e, Taxation of Deeds of Trust. In the event of the enactment of any law deducting from the value of the
Mortgaged Property any mortgage lien on it, or imposing on Lender the payment of all or part of the taxes, charges,
ot assessments previously paid by Borrower under this Deed of Trust, or changing the law relating to the taxation of
mortgages, debts secured by mortgages, or Lender’s interest in the Mortgaged Property so as to impose new
incidents of tax on Lender, then Borrower shall pay such taxes or assessments or shall reimburse Lender for them;
provided, however, that if in the opinion of Lender’s counsel such payment cannot lawfully be made by Borrower,
then Lender may, at Lender’s option, declare all sums secured by this Deed of Trust to be immediately due and
payable without notice to Borrower. Lender may invoke any remedies permitted by this Deed of Trust.

37 Mechapics® Liens. Borrower shall pay from time to time when due, all lawful claims and demands of
mechanics, materialmen, laborers, and others that, if unpaid, might result in, or permit the creation of, a lien on the
Mortgaged Property or any part of it, or on the Rents arising therefrom, and in general shall do or cause to be done
everything necessary so that the lien and security interest of this Deed of Trust shall be fully preserved, at
Borrower’s expense, without expense to Lender; provided, however, that if Governmental Requirements empower
Borrower to discharge of record any mechanics’, laborer’s, materialman’s, or other lien against the Mortgaged
Property by the posting of a bond or other security, Borrower shall not have to make such payment if Borrower posts
such bond or other security on the earlier of (a) 10 days after the filing or tecording of same or (b) within the time
prescribed by law, so as not to place the Mortgaged Property in jeopardy of a lien or forfeiture.

as. Brokerage. Borrower represents and warrants to Lender that Borrower has not dealt with any Person who
is or may be entitled to any finder’s fee, brokerage commission, loan commission, or other sum in connection with
the execution of this Deed of Trust, the consummation of the transactions contemplated by this Deed of Trust, or the
making of the Loan secured by this Deed of Trust by Lender to Borrower, and Borrower indemnifies and agrees to
hold Lender harmless from and against any and all loss, liability, or expense, including court costs and Attomey
Fees, that Lender may suffer or sustain if such warranty or representation proves inaccurate in whole or in part,

3, Liability for Acts or Qmissions. Lender shall not be Jiable or responsible for its acts or omissions under
this Deed of Trust, except for Lender’s own gross negligence or willful misconduct, or Iye liable or responsible for
any acts or omissions of any agent, attorney, or employee of Lender, if selected with reasonable care.

40. Notices. Except for any notice required by Governmental Requirements to be given in another manner, {a)
all notices required or permitted by the Loan Documents shall be in writing; (b} each 1otice shall be sent (i) for
personal delivery by a delivery service that provides a record of the date of delivery, the individual to whom
delivery was made, and the address where delivery was made; (ii) by certified United States mail, postage prepaid,
return reccipt requested; or (iii) by nationally recognized ovemight delivery service, marked for next-business-day
delivery; and (<) all notices shall be addressed to the appropriate party at its address as follows or such other
addresses as may be designated hy notice given in compliance with this provision:

Lender: Socotra RETTILLC
C/Q Socotra Capital
2208 29" Street, Suite 100
Sacramento, CA 95817

Borrower: KS Mattson Partners, LP
PO Box 5490
Vacaville, CA 95696

Notices will be deemed effective on the carliest of (a) actual receipt; (b) rejection of delivery; or (c) if sent
by certified mail, the third day on which regular United States mail delivery service is provided after the day of
mailing or, if sent by overnight delivery service, on the next day on which such service makes next-business-day
deliveries after the day of sending.

To the extent permitted by Governmental Requirements, if there is more than one Borrower, notice to any

Borrower shall constitute notice to all Borrowers. For notice purposes, Borrower agrees 1o keep Lender informed at
all times of Borrower’s cwrent address(es).
{1. Statement of Obligations. Except as otherwise provided by Governmental Requirements, at Lender’s
request, Borrower shall promptly pay to Lender such fee as may then be provided by law as the maximum charge for
each statement of obligations, Lender’s statement, Lender’s demand, payoff statement, or other statement on the
condition of, or balance owed, under the Note or secured by this Deed of Trust.
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42, Application of Payments. Except as otherwise expressly provided by Governmental Requirements or any
other provision of this Deed of Trust, all payments received by Lender from Borrower under the Loan Documents
shall be applied by Lender in the following order: (a) costs, fees, charges, and advances paid or incurred by Lender
or payable to Lender and interest under any provision of this Note or the Deed of Trust, in such order as Lender, in
its sole and absolute discretion, elects, (b} interest payable under the Note, and (c) principal under the Note,

43. Remedics Are Cumulative. Bach remedy in this Deed of Trust is separate and distinct and is cumulative
to all other rights and remedies provided by this Deed of Trust or by Governmental Requirements, and each may be
exercised concurrently, independently, or successively, in any order whatsoever.

44, Obligations of Borrower Joint and Seyeral, If more than one Person is named as Borrower, cach
obligation of Borrower under this Deed of Trust shall be the joint and several obligations of each such Person,
q5. Severability, Ifany provision of the Loan Documents, or the application of them to the circumstances, is

held void, invalid, or unenforceable by a court of competent jurisdiction, the Loan Docurnents, and the applications
of such prevision to other parties or circumstances, shall not be affected thereby, the provisions' of the Loan
Documents being severable in any such instance,

46, Delegation of Authority. Whenever this Deed of Trust provides that Borrower authorizes and appoints
Lender as Borrower’s aftomey-in-fact to perform any act for or on behalf of Borrower or in the name, place, and
stead of Borrower, Borrower expressly understands and agrees that this authority shall be deemed a power coupled
with an interest and such power shall be irrevocable.

47, General Provisions.

47.1,  Suecessors and Assigns. Subject {0 paragraphs 19 and 20 of this Deed of Trust, this Deed of Trust
applies to, inures to the benefit of, and binds, the respective heirs, legatees, devisees, administrators, executors,
successors, and assigns of each party to this Deed of Trust,

47.2. Meaning of Certain Terms. As used in this Deed of Trust and unless the context otherwise
provides, the words “herein,” “hereunder” and “herecf” mean and include this Deed of Trust as a whole, rather than
any particular provision of it.

47.3.  Authorized Agents. In exercising any right or remedy, or taking any action provided in this Deed
of Trust, Lender may act through its employees, agents, or independent contractors, as Lender expressly authorizes.

47.4. Gender and Number. Wherever the context so requires in this Deed of Trust, the masculine
gender includes the feminine and neuter, the singular number includes the plural, and vice versa.

47.5.  Captions. Captions and paragraph headings used in this Deed of Trust are for convenience of
reference only, are not a part of this Deed of Trust, and shall not be used in construing it.

47.6.  Time Is of the Essence. As a material inducement and consideration to the partics entering into
this Deed of Trust, and but for this provision the parties would not enter into this Deed of Trust, the parties agree
thet the performance in a timely manner of each deadline set forth in this Deed of Trust before its expiration is of
erucial importance to the parties, Failure by a party to timely perform an obligation before the deadline set forth in
this Deed of Trust (no matter for what reason, nor how soon thereafter it may have been performed, nor the lack of
prejudice to the other party as the result of such nonperformance) shall result in a default by the nonperforming party
or the failure of a condition, as appropriate. The parties expressly waive any equitable relizf with respect to a missed
deadline.

48, Leasehold Provisions,

48.1.  Leasehold Estate. If the security for this Deed of Trust is a leasehold estate demised by a lease
(the “Leasehold™), this Deed of Trust shall be a lien on all present and future right, title, estate, and interest of
Borrower in the Mortgaged Property and Improvements covered by the Leasehold and nn all Morigaged Property
interests acquired by Borrower as a result of the exercise of any option in the Leasehold cr as amended, in the same
manner and to the same extent as if the Mortgaged Property encompassed in the Leasehold and option agreements
had been held in fee by Borrower at the time of the execution of this Deed of Trust, and Borrower agrees not to
amend, change, or modify its leasehold interest, or any of its terms, ot to exercise any option to purchase, or agree to
do so, without having obtained Lender’s prior written consent. In a violation of this provision, Lender may, at its
option, declare all sums secured by this Deed of Trust immediately due and payable. Consent io any amendment,
change, or modification, or a waiver of the right to require such consent in one instance, shall not be a waiver of the
right to require such consent at a subsequent time. The term “Mortgaged Property” as used in this Deed of Trust
means such leasehold estate or any other present or future interest of Borrower in the Moitgaged Property whenever
the context requires.

48.2. Compliance With Leasehold. In the event that the security for this Dzed of Trust is a leaschold
estate, Borrower covenants and agrees as follows: (a) {o promptly and faithfully observe, perform, and comply with
all Leasehold terms, covenants, and provisions on its part to be observed, performed, and complied with, at the times
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sct forth in the Leasehold; (b) not to do, permit, suffer, or refrain from doing anything, as a result of which, there
would be a default under or breach of any of the terms of the Leasehold: (c) not to cancel, surrender, modify, amend,
or in any way alter or permit the alteration of any of the terms of the Leasehold; (d) to give Lender immediate notice
of any default by anyone under the Leasehold and to promptly deliver o Lender copies of each notice of default and
all other notices, communications, plans, specifications, and other similar instruments received or delivered by
Borrower in this connection; (e) to furnish to Lender such information and evidence #s Lender may reasonably
require for Botrower’s due observance, performance, and compliance with the Leaschold terms, covenants, and
provisions; (f) that any default of the tenant under the Leaschold shall constitute an Event of Default under this Deed
of Trust; and (g) to give immediate written notice to Lender of the commencement of any remedial proceedings
under the Leasehold by any party to it and, if required by Lender, to permit Lender as Borrower’s attorney -in-fact to
control and act for Botrower in any such remedial proceedings. Borrower expressly transfers and assigns to Lender
the benefit of all covenants in the Leasehold, whether or not such covenants run with the land, but Lender shall have
no liability with respect to such covenants or any other covenants in the Leasehold.

48.3. Borrower’s Warranties and Representations. With respect to the Leasehold, Borrower
wrarrants and represents as follows: (a) the Leasehold is in full force and effect, unmodified by any writing or
otherwise, except as specifically set forth in Exhibit B; (b) all rent, additional rent, and other charges reserved in the
Leasehold have been paid to the extent they are payable to the date of this Deed of Trust; {c) Borrower enjoys the
quiet and peaceful possession of the Mortgaged Property demised by the Leasehold; (d) Borrower is not in defauit
under any Leasehold term and, to the best of its knowledge, there are no circumstances that, with the passage of time
or the giving of noticc or both, would constitute an Event of Default under the Leasehold; (e} to the best of
Borrower’s knowledge, the landlord under the Leasehold is not in default under any Leaschold term or provision the
landford is required to observe or perform,

48.4.  Assignments to Lender. If Borrower files any petition or action for relief under any bankruptcy,
reorganization, insolvency, moratorium law, or any other law or laws for the relief of or relating to debtors, on
demand by Lender, Borrower covenants to transfer and assign to Lender its leasehold estate and the Leasehold in
lieu of rejection of the Leasehold by Borrower and covenants to assign to Lender its right to accept or reject the
Leasehold and to apply for any extension of time within which to accept or reject the Leasehold. These assignments
te Lender shall be automatic on Lender’s demand. If Lender demands the assignment of the Leasehold under this
Deed of Trust, Lender covenants to cure any defaults outstanding under the Leasehold after the Leasehold is
assigned to Lender.

48.5.  Default Under Leasehold. If Borrower defaults in performing any of its obligations under the
Leasehold, including, without limitation, any default in the payment of rent and other charges and impositions made
payable by the tenant under the Leasehold, then, in each and every case, Lender may, at its option and without
notice, cause the default or defaults to be remedied and otherwise exercise any and all of the rights of Borrower
under the Leasehold in the name of and on behalf of Borrower. Borrower shall, on demand, reimburse Tender for all
advances made and expenses incurred by Lender in curing any such default (including, without limitation,
reascnable Attomey Fees), together with interest computed at the rate provided for in the Note from the date that an
advance is made or expense is incurred, to and including the date the same is paid. Lender shall have no duty to
prevent the termination of the leasehold estate by the landlord. If the landlord terminates the leasehald estate, Lender
shall have the right, at its option, to declare all sums secured by this Deed of Trust immediately due and payable and
immediately bring an action on the Note, provided there is no other real property security for the Note.

48,6,  Options. Borrower shall give Lender notice of its intention fo exercise each and every option to
extend the term of the Leasehold at least 20 days but not more than 60 days before expiration of the time to exercise
such option under the Leasehold. If Borrower intends to extend the term of the Leaschold, it shall deliver to Lender,
with the notice of such decision, a copy of the notice of extension delivered to the landlord under the Leasehold. Tf
Borrower does not intend to extend the term of the Leaschold, Lender may, at its option, exercise the option to
extend in the name and on behalf of Borrower,

48.7.  No Merper/Attornev-in-Fact, It is hereby agreed that the fee title, the leasehold estate, znd the
subleasehold estate in the Mortgaged Property demised by the Leaschold shall not merge but shall be kept separate
and distinct, despite the union of these estates in either the landiord under the Leasehold, Borrower, or a third party,
vihether by purchase or otherwise. If Borrower acquires the fee title or any other estate, title, or interest in the
Mortgaged Property demised by the Leasehold or any part of it, the lien of this Deed of Trust shall attach to, cover,
and be a lien on such acquired estate, title, or interest and it shall simultaneously be and become a part of the
Mortgaged Property with the same force and effect as if specifically encumbered in this Decd of Trust, Botrower
agrees to execute all instruments and documents that Lender may reasonably require to 1atify, confirm, and further
evidence Lender’s lien on the acquired estate, title, or interest. Furthermore, Borrower appoints Lender as its true
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and lawful attorney-in-fact to execute and deliver all such instruments and documents in the name and on behalf of
Borrower, This power, being coupled with an inferest, shall be irrevocable as long as aiy amounts secured by this
Deed of Trust remain unpaid.

48,8. Interests in Successor Leasehold. If the Leasehold is canceled or terminated, and if Lender or its
nominee shall acquire an intercst in any new lease of the Mortgaged Property demised by the Leasehold, Borrower
shall have no right, title, or interest in or to the new lease or the leasehold estate created by such new lease.

48.9.  Estoppel Certilicate. Borrower shall use its best efforts to obtain and deliver to Lender, within
20 days after written demand by Lender, an estoppel certificate from the landlord under the Leasehold setting forth
{a} the name of the tenant under the Leasehold, (b) that the Leasehold has not been inodified or, if it has been
modified, the date of each modification (together with copies of each such modification), (c) the basic rent payable
under the Leasehold, (d) the date to which the tenant paid all rental charges under the Leasehold, and (e) whether
there are any alleged defaults of the tenant under the Leasehold and, if there are, setting forth their nature in
reasonable detail.

48.10. Limitations on [ender’s Liability Under Leasehold. Despite anything to the contrary in this
Deed of Trust, this Deed of Trust shall not constitute an assignment of the Leasehold within the meaning of any
provision of the Leasehold prohibiting its assignment, and Lender shall have no liability or obligation under the
Leasehold because of its acceptance of this Deed of Trust. Lender shall be liable for the “enant’s obligations arising
under the Leasehold for only that period of time that Lender is in possession of the Mortgaged Property covered by
the Leasehold or hes acquired, by foreclosure or otherwise, and is holding all of Borrower’s right, title, and interest
in the Mortgaged Property covered by the Leasehold.

49, Improper Financial Trapsaclions.

491 Borrower is, and shall remain at all times, in full compliance with all applicable laws and
regulations of the United States of America that prohibit, regulate or restrict financial transactions, and any
emendments or successors thereto and any applicable repulations promulgated thereunder (collectively, the
“Financial Control Laws™), including but not limited to those related to money laundering offenses and related
compliance and reporting requirements (including any money laundering offenses prohibited under the Money
Laundering Control Act, 18 U.S.C. Section 1956 and 1957 and the Bank Secrecy Act, 31 1J.8.C. Sections 5311 et
seq.) and the Foreign Assets Control Repulations, 31 C.F.R. Section 500 et seq.

49.2 Borrower represents and warrants that: Borrower is not a Barred Person (hereinafter defined);
Borrower is not owned or controlled, directly or indircetly, by any Barred Person; and Borrower is not acting,
directly or indirectly, for or on behalf of any Barred Person.

49,3  Borrower represents and warrants that it understands and has been advised by legal counsel on the
requirements of the Financial Control Laws,

494  Under any provision of this Deed of Trust or any of the other Loan Documents where Lender shall
have the right to approve or consent to any particular action, including, without limitation any (A) sale, transfer,
assignment of the Mortgaged Property, or any direct or indirect ownership interest in Borrower, (B) leasing of the
Mortgaged Property, or any portion thereof, or (C) incurring any additional financing secired by Morigaged
Property, or any portion thereof, or by any direct or indirect ownership interest m Borrower, Lender shall have the
right to withhold such approval or consent, in its sole discretion, if the granting of such aporoval or consent could be
construed as a violation of any of the Financial Control Laws,

49.5  Borrower covenants and agrees that it will upon request provide Lender with {or cooperate wilh
Lender in obtaining) information required by Lender for purposes of complying with any Financial Control Laws,

49.6 As used in this Deed of Trust, the term “Barred Person” shall mean (A) any person, group or
entity named as a “Specially Designated National and Blocked Person” or as a person whe commits, threatens to
commit, supports, ot is associated with terrorism as designated by the United States Depaitment of the Treasury’s
Office of Foreign Assets Control (“OFAC™), (B} any person, group or entity named in the lists maintained by the
Tlnited States Department of Commerce {Denied Persons and Entitics), (C) any government or citizen of any
country that is subject to 2 United States Embargo #dentified in regulations promulgated by OFAC, and (D) any
person, group or entity named as a denied or blocked person or terrorist in any other list maintained by any agency
of the United States government.

50.  Dispute Resolution; Waiver of Right to Jury Trial

50.1 ARBITRATION. CONCURRENTLY HEREWITH, BORROWER AND ANY GUARANTOR
SHALL EXECUTE THAT CERTAIN ARBITRATION AGREEMENT WHEREBY BORROWER, ANY
GUARANTOR, AND LENDER AGREE TO ARBITRATE ANY DISPUTES TO RESULVE ANY CLAIMS (AS
DEFINED IN THE ARBITRATION AGREEMENT).
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50.2 WAIVER OF RIGHT TO JURY TRIAL. TO THE EXTENT PERMITTED BY
APPLICABLE LAW, BORROWER AND LENDER AGREE TO WAIVE THEIR RESPECTIVE RIGHTS TC A
JURY TRIAL OF ANY CLAMM OR CAUSE OF ACTION BASED ON OR ARISIN(Y FROM THIS DEED OF
TRUST. THE SCOPE OF THIS WAIVER IS INTENDED TO BE ALL-ENCOMPASSING OF ANY AND ALL
DISPUTES THAT MAY BE FILED IN ANY COURT AND THAT RELATE TO THE SUBJECT MATTER QF
THIS TRANSACTION, INCLUDING, WITHOUT LIMITATION, CONTRACT CLAIMS, TORT CLAIMS,
BREACH OF DUTY CLAIMS, AND ALL OTHER COMMON LAW AND STATUTORY CLAIMS.
BORROWER AND, BY TTS ACCEPTANCE OF THE BENEFITS OF THIS DEED OF TRUST, LENDER EACH
{A) ACKNOWLEDGES THAT THIS WAIVER IS A MATERIAL INDUCEMENT FOR BORROWER AND
LENDER TO ENTER INTO A BUSINESS RELATIONSHIP, THAT BORROWER AND LENDER HAVE
ALREADY RELIED ON THIS WAIVER BY ENTERING INTO THIS DEED OF TRUST OR ACCEPTING ITS
BENEFITS, AS THE CASE MAY BE, AND THAT EACH SHALL CONTINUE TO RELY ON THIS WATVER
IN THEIR RELATED FUTURE DEALINGS, AND (B} FURTHER WARRANTS AND REPRESENTS THAT
EACH HAS REVIEWED THIS WAIVER WITH ITS LEGAL CQUNSEL, AND THAT EACH KNOWINGLY
AND VOLUNTARILY WAIVES ITS JURY TRIAL RIGHTS FOLLOWING CONSULTATION WITH LEGAL
COUNSEL. THIS WAIVER IS IRREVOCABLE, IT MAY NOT BE MODIFIED EITHER ORALLY OR IN
WRITING, AND THIS WAIVER SHALL APPLY TO ANY SUBSEQUENT AMENDMER
SUPPLEMENTS, OR MODIFICATIONS TO THIS DEED OF TRUST,

BORROWER’S INITIALS;

50.3 PROVISIONAL REMEDIES: FORECLOSURE AND INJUNCTIVE RELIEF. Nothing in
Section 50.2, above, shall be deemed to apply to or limit the right of Lender 1o: (a) exercise self help remedies, (b)
foreclose judicially or nonjudicially against any real or personal property collateral, or to exercise judicial or
nonjudicial power of sale rights, (¢} obtiin from a court provisional or ancillary remedies (including, but not limited
to, injunctive relicf, a writ of possession, prejudgment attachment, a protective order or the appointment of a
receiver) or {d) pursue rights against Borrower or any other party in a third party proceeding in any action brought
against Lender (including, but not limited to, actions in bankruptcy court). Lender may exercise the rights set forth
in the foregoing clauses (a) through (d), inclusive, before, during, or after the pendency of any proceeding referred
to in Section 50.2, above. Neither the exercise of self help remedies nor the institution or maintenance of an action
for foreciosure or provisional or ancillary remedies or the opposition to any such provisional remedies shall
constitute a waiver of the nght of any Borrower, Lender or any other party, including, but not limited to, the
claimant in any such action, o require submission the dispute, claim or controversy occasioning resort to such
remedies to any proceeding referred to in Section 50.2, above.
51. Contractual Right to Appoeint a Receiver Upon Default. Upon an Event of Defauit under this Deed of
Trust or & breach of any clause of any agreement signed in connection with the loan to Borrower, Borrower agrees
that Lender may appoint a receiver to control the Mortgaged Property within seven (7) days of any default.
Bormrower agrees to cooperate with the receiver and turn over all control to said receiver and otherwise cooperate
with the receiver appointed by Lender.

IN WITNESS WHERECF, Borrower has executed and delivered this Deed of Trust as of the date first
writlen above.

‘BORROWER:
KS Mattson Pa rtners, LP{a€ali

g fmited Partnership
7. a California limited liability company

H ¥ 1)
Its Initial and Sole Manager
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A Notary Public or other officer completing this certificate verifies only the identity of the individual who si gned the
document to which this certificate is attached, and not the truthfulness, accuracy, ot validity of that document.

STATE OF CALIFORNIA

)
COUNTY OF cramenty , |
On P*g b ALK L 20_'2;2'bef re me, D@iﬂa C t;'lf'{'l':‘fs. o ’—ﬁﬂ”l{f“&’ %rsonally
iz~ !

appeared Einngdih W, U

. who proved to me on the basis of
satisfactory evidence to be the person(s) whose name(s) is/are subscribed to ihe within instrument and

acknowledged to me that he/she/they executed the same in hig/her/their authorized capacity(ies), and thal by

his/her/their signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted,
executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the $t3

 Yaat the foregoing paragraph is
true and correct.

WITNESS my hand and official seal.

““““““““““

EANA CURTIS  k
(E)omrn. ¥ 22945578_ A
IMotory Publi::~(éuhtoa;ma =
f entd Loun

‘ Mysgé:n'n?nrnExpim July 1, ;023
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