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B-egdlétqry Agreement for
M;ult_ifami'ly Housing Projects

U.S. Department of Housing
and Urban Development
Office of Housing

Federal Housing Gommissioner

Under Sectlons 207 220 221(d){4), 231 and 232, Except Nonprofits

Project Nuthber

Mortgages

127 22055 CAPITAL FUNDING, LLC
Amount of Mortgage Note e Date
% 5;54;_7,700.00 03/01/2011
Morzgaée Recarded “State Wadhd ngton County Skagit Date Qriginally endorsed for insurance under Seclion
L concurrently

Book, concurrently|Page

232 pursuant to 223(a} {7)

This Agreement entered into this - 38E

dayof March 2002011 petween

MT. VERNON MEDICAL INVESTORS LLC,

a Tennessee limited liability company

whose ad-

dress s 3570 Keith Street,

NW, Cleveland, Tennessee 37312

their successors, heirs, and assigns (jointly"é.ﬁd 'se:verﬁ]_l-y i hé_:'fejnaﬂcr referred to as Owners) and the undersigned Secretary of Housing and Urban Development

and his successors (hereinafter referred to as S_’écretary).

In consideration of the endorsement for insurance by the S¢cretary of the
above described note or in consideration of the éonsent of the Secretary to
the transfer of the mortpaged property or the sale anc!.cor_;_.vcjfance of the
morlgaged property by the Secretary, and in order'to-¢omply. with the
requirements of the National Housing Act, as amended, and the Regilations
adopted by the Secretary pursuant thereto, Owners agree’ for therhselves,

their successors, heirs and assigns, that in connection with the mortgaged"' .
property and the project operated thereon and so long as the centract of

mortgage insurance continues in effect, and during such further penod of
time as the Secretary shall be the owner, holder or reinsurer of the mortgage,
or during any time the Secretary is obligated to insure a mortgage on the
martgage property: .

1. Owners, except as limited by paragraph 17 hercof, assume and agree
to make promptly all payments due under the note and mortgage.

Z. {1 Owners shall establish or continke to maintain a reserve fund for
replacements by the allocation to such reserve fund in a separate
account with the mortgagee or in a safe and responsible deposi-
tory designated by the mortgagee, concurrently with the begin-
ning of payments towards amortization of the principal of the
mortgage insured or held by the Secretary of an amount equal to
$ 9,686.00 per month untess a different date or
amounl is approved in writing by the Secretary.

Such fund, whether in the form of a cash depusit or invested in
obligations of, or fully guaranteed as to principal by, the United
States of America shall at all times be under the contro} of the
mortgagee. Disbursements from such fund, whether for the pur-
pose of effecting replacement of structural elements and mechani-
cal equipment of the project or for any other purpose, may be
made only after receiving the consent in writing of the Secretary.
In the event that the owrer is unable to make a mortgage note
payment on the due date and that payment cannot be made priot
1o the due day of the next such installinent or when the mortgagee
has agreed to forge making an election to assign the mortgage to
the Secretary based on a monetary default, or to withdraw an
clection already made, the Secretary is authorized to instruct the
mortgagee to withdraw funds from the reserve fund for replace-
ments to be applied to the mortgage payment in order to prevent
or cure the default. In addition, in the event of adefanlt in the terms
of the mortgage, pursuant to which the loan has been accelerated,
the Secretary may apply or authorize the application of the
balance in such fund to the amount due on the mortgage debt as
accelerated.

(b) Where Owners are acquiring a project already subject to an
insured mortgage, the reserve fund for replacements to be estab-
Yished will be equal to the amount due to be in such fund under
existing agreements or charter provisions at the time Owners
acquire such project, and payments hereunder shall begin with the
first payment due on the mortgage after acquisition, unless some
other method of establishing and maintaining the fund is ap-
proved in writing by the Secretary.

3. Reglpro r{_ﬁcovered by the morigage and this agreement is described
in attached hercto.

, {Thls paragraph 4 is not applicable to cases insured under Section 232.)

Replaces FHA-2466 which may be used until supply exhausted
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(3} Any distribution of any funds of the project, which the party
receiving such funds is not entilled to retain hereunder, shall
be held in trust separate and apart from any other funds; and

{4} There shall have been compliance with all outstanding
notices of requirements for proper maintenance of the
project.

5, f(a) If the mortgage is onglnal]y a Secretary-held purchase money (f) Engage, except for natural persons, in any other business or
mortgage, or is Urlgmally endorsed for insurance under any activity, including the operation of any other rental project, or
Section atkier than-Sections 231 or 232 and is not designed incur any liability or obligation not in connection with the project.
prlmarlly for. QPIC_!._[PaHFY-I?}_’:_fj'ld__ﬂfl).f persons, Owners shall not in (z) Require, as a condition of the occupancy or leasing of any unit in
selecting tenants disctimihafe dgainst any person or persons by ; . . .
reason of the fact that there. are children in the family. the project, any consideration or deposﬂ. other lh.an_ the prepay-

ment of the first month's rent plus a security deposit in an amount
(by TIfthe mortgage is orlgmally endorsed for insurance under Section not in excess of one month's rent to guarantee the performance of
221, Owners shall in selectmg ténants give to displaced persons the covenants of the lease. Any funds collecled as security
or families an absotute preference or pnonty of occupancy which deposits shall be kept separate and apart fromall other funds of the
shall be accomplished as follows:" project in a trust account the amount of which shall at all times
(1) For a period of sixiy (60)...(1&:(5 from the-date of original ::iuda;:;;:ﬁtc]i:ed the aggregate of all outstanding obligations under
offering, unless a shorter périod of-{inié is. approved in '
writing by the Secretary, all units shall bé held for such {h) Permit the use of the dwelling accommodations or nursing facili-
preferred applicants, after which time any remaining ties of the project for any purpose except the use which was
unrented units may be rented to hor_}-fpfcferred' applicants; originally intended, or permit commercial use greater than that
{2) Thereafter, and on a continuing basis, such preferred appli- originally approved by the Secretary.
cants shall be given preference aver noﬁ'préfcrred‘ applicants 7.  Owners shall maintain the mortgaged premises, accommodations and
in their placement on a waiting list to be mamtamed hy the the grounds and equipment appurtenant thereto, in good repair and
Qwners; and condition. In the event all or any of the buildings covered by the
(3) Through such further provisions agreed to in wr:tmg by the ) mortgage s.hall be destm){ed or damaged by fire or other casualty, tt}e
money derived from any insurance on the property shall be applied in
parties. © accordance with the terms of the mortgage.
(¢) Without the prior wrltteq aplproval .Oﬁh,e Secretary not more t.ha_n 8. Owners shall not file any petition in bankruptey or for a receiver or in
25% of the number of units in a project insured under Section 231 s T L. i
11at] be occunied by persons other than elderly persons. : 1_ns_ol.vency or for reorganization or composition, or mgkc any assign-
; P ye yP -“ment for the benefit of creditors or to a trustee for creditors, or permit
{d) All advertising or efforts to rent a project insured under Section an adjydication in bankruptcy or the taking possession of the mort-
231 shall reflect a bona fide effort of the Owners to obtain _gaged property or any part thereof by a receiver or the seizure and sale
occupancy by elderly persons. ofthe. mortgaged praperty or any part thereof under judicial process or
. . . pursuant to any power of sale, and fai} to have such adverse actions set
6. QOwners shall nol without the prior written approval of the Secretary: as:de within forty -five (43) days.
(a) Convey, transfer, or encumber any of the mortgaged property, or ) :
permit the conveyance, transfer or encumbrance of such property. ’
(b) Assign, transfer, dispose of, or encumber any personal property
of the project, including rents, or pay out any funds except from
surplus cash, except for reasonable operating expenses and nec-
cgsary repairs.
(c) Convey, assign, or transfer any beneficial interest in any trust
helding title to the property, or the interest of any general partner P
in a partnership owning the property, or any right to manage or (b) Payment for services, supplies, or materials shall not exceed the
receive the rents and profits from the mortgaged property. amount ordinarily paid for such services, supplies, or malerials in
the area where the services are rendered or the supplies or
(d) Recmedel, add to, reconstruct, or demolish any part of the mort- materials furnished. L
gaged property or subtract from any real or personal property of ST T T
the project. {c). The mortgaged property, eq_uipm'ent,_..bﬁil_d_ing_s, plans, offices,
apparatus, devices, books, contracts, records, ‘documents, and
(¢) Make, or receive and retain, any distribution of assets or any other papers relating thereto shail af all times be maintained in
income of any kind of the project except surplus cash and except reasonable condition for proper audit'and subject to'éxamination
on the foilowing conditions: and inspection at any reasonabte time by:the Secretary or his duly
(1) Alldistributions shall be made only as of and after the end of authorized agents. Owners Sh?“ keep copies --Df_a”---'written con-
a semiznnual or annual fiscal period, and only as permitted fracts of other instruments which affect the mortgaged propetty,
by the Jaw of the applicable jurisdiction; all or any of which may be subject to inspection an.d exammanon
by the Secretary or his duly authorized agents. .~ K
(2) No distribution shall be made from borrowed funds, prior to ST,
the completion of the project or when there is any default ‘
under this Agreement or under the note or mortgage; wm\\mﬂ m mm %m
. . ?)
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< d) The books and accounts of the operations of the mortgaged
' _pro’pert"y and of the project shall be kept in accordance with the
rcﬁﬂircments of the Secretary.

(e} Withinsixty (60) days following the end of each fiscal year the

. Setrerary shall be furnished with a complete annual financial
report baSed-ipon an examination of the books and records of
mortgaﬂDr prepared in accordance with the requirements of the
Secretary,” prcpared and certified to by an officer or responsible
Owner and; when requ:red by the Secretary, prepared and certi-
fiedbya Ccrtlfed Pubhc Accountant or other person acceptable
to the Secretary '

(N Atrequest of the _Sf5cretary, his agents, employees, or aitorneys,
the Qwners shall fisrnish rr_'ionthly-mcupancy reports and shall
give specific answers 10 questions upon which information is
desired from time to time rélative to-income, assets, liabilities,
contracts, operation, and condmon afthe property ad the status of
the insured mortgage.

(g) Allrentsand otherreceipts ofthe pro;cct shall bz deposited in the
name of the project in a financial institation, Whose deposits are
insured by an agency of the Federal Govérnment, Such funds shall
be withdrawn only in accordance wrth the provisions of this
Agreement for expenses of the project or for distributions of
surplus cash as permitted by paragraph 6(e) above: Any Owner
receiving funds of the project other than by such dlstnbunon of
surplus cash shall immediately deposit such funds ta the: pm}ect
bank account and failing so lo do in violation of this Agreement

shall hold such funds in trust. Any Owner receiving propérty of - :
the project in violation of this Agreement shall hotd such fundsin -

trust. At such time as the Owners shall have lost contral and/or
possession of the project, all funds held in trust shall be delivered
to the mortgagee Lo the extent that the mertgage indebtedness has
nol been satisfied. '

(h) If the mortgage is insured under Section 232:

(1) The Owners ot Jessees shall at all times maintain in full force
and effect from the state or other licensing authority such
license as may be required 10 operate the project as g nursing
home and shall not lease all or part of the project except on
termis approved by the Secretary.

(Z) The Owners shall suitably equip the project for nursing
home operations.

(3) The Owrers shall execute a Security Agreement and Financ-
ing Statement (or other form of chattcl lien) upon all items of
equipment, excepl as the Secretary may exempt, which are
not incorporated as security for the insured mortgage. The
Security Agreement and Financing Statement shall consti-
tute a first lien upon such equipment and shall run in favor
of the morigages as addivomal security for the insured
morigage.

() Ufthe mortgage is insured under Section 231, Owners or
lessees shall at all times maintain in full force and effect
from the state or other licensing authority such license
as may be required to operate the project as housing for
the elderly.

10. Owaners will comply with the provisions of any Federal, State, or local

law prohibiting discrimination in housing on the groeunds of race,
color, religion or creed, sex, or national origin, including Title VIII of
the Civil Rights Act of 1968 (Public Law 90-284; 82 Stat. 73), as
amended, Executive Order 11063, and all requirements imposed by or
pursuant ta the regulations of the Department of Housing and Urban
Development implementing these authorities (including 24 CFR Parts

1.

12.

100, 107 and 110, and Subparts [ and M of Part 200},

Upon a violation of any of the above provisions of this Agreement by
Owners, the Secretary may give written notice thereof, to Owners, by
registered or certified mail, addressed to the addresses stated in this
Agreement, or such other addresses as may subsequently, upon appro-
priate written notice thereof to the Secretary, be designated by the
Owners as their legal business address. If such violation is not
corrected to the satisfaction of the Secretary within thirty (30} days
after the date such notice is mailed or within such further time as the
Secretary determines is necessary to correct the viokation, without
further notice the Seeretary may declarea defauttunder this Agreement
effective on the date of such declaration of default and upon such
default the Secretary may:

(a) (&) If the Secretary holds the note - declare the whole of said
indebtedness immediately due and payable and then proceed

with the foreclosure of the mortgage;

{i{) 1fsaid note is not held by the Secretary - notify the holder of
the nate of such default and request holder to declare a
default under the not and mortgage, and holder after receiv-
ing such notice and request, but not otherwise, at its option,
may declare the whole indebtedness due, and thereupon
proceed with foreclosure of the mortgage, or assign the note
and mortgage ta the Secretary as provided in the Regula-
tions;

(b) Coliect all rents and charges in conrection with the operation of
the project and use such collections to pay the Owners' obligations
under this Agreement and under the note and motigage and the
necessary expenses of preserving the property and operating the
project,

(c). Take possession of the project, bring any action necessary to

. “enforce any rights of the Owners growing out of the project
“.operation, and operate the project in accordance with the terms of
hjs Agreement until such time as the Secretary in his discretion

determines that the Owners are again in a position to operate the
prOJect in accordance with the terms of this Agreement and in

s comphance with the requirements of the note and mortgage.

{d) - Apply t_o'a_ny court, State or Federal, for specific performance of
" this- Agreement,. for an injunction against any violation of the
Agreément, for-the-appointment of a receiver to take aver and
operatg the project'-in'accordance with the terms pf the Agreement,
or for such other rélief as may be appropriate, since the injury to
the Secretary arising from.a default under any of the terms of this
Agreementwould be irréparable and the amount of damage would

be difficult to ascertain.

As security for the payment due under this Agreement to the reserve
fund for replacements;. and to secure the Secretary becanse of his
liability under the endorsement of the note for insurance, and as
security for the other oblrgattons ‘upder-this Agreement, the Owners
respectively assign, pledge and'morfgage to the Secretary their rights
1o the rents, profits, income und charges of whatsoever sort which they
may receive or be entitled to receive from the operation of the
marigaged propesty, subject, however, to.any assigament of Tents in
the insured mortgage referred to hereinUntil a-default is declared
under this Agreement, however, permission is granted to/Owners to
collect and retain under the provisions of this Agreament such rents,
profits, income, and charges, but upon default-this permlssmn is
terminated as to all rents due or collected thereaf‘ter ’ g

WA
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13..-As used in'this Agreement the term: (h) “Default” means a default declared by the Secrstary when a
| violation of this Agreement is not corrected to his satisfaction
within the time allowed by this Agreement or such further time as
may be allowed by the Secretary after written notice;

L (ay ""_Mortgage_" inciudes “Deed of Trust”, “Chattel Mortgage”, “Se-

R cu_rit'):f: Instrument”, and any other security for the note identified
_Hereifi, and egdorsed for insurance or held by the Secretary;

L ' (1) “Scction” refers to a Section of the National Housing Act, as

““Mortgagée? fefers to the hold identi
(b) “Mortgagee refers to the holder of the mortgage identified amended.

herein, its'suecéssors and assigns;
' T () “Displaced persons or familics™ shall mean a family or families,
or a person, displaced from an urban renewal arca, or as the result
o R . of government action, or as a result of a major disaster as
(d} “Mortgaged. _P_r'oﬁerty“ inicludes all property, real, personal or determined by the President pursuant ta the Disaster Relief Actof
mixcd, covered by the mqrtgage or moTtgages securing the note 1970.
endorsed for insufrancé or'=hgld by the Secrelary,;

(¢) “Owners refers to the persons named in the first paragraph hercof
and designated as Qu’:n_ers, their successors, heirs and assigns;

. {k) “Elderly person” means any person, married or single, who is
(e) ‘“Projeci” includes the morf'gqge'd_ property and all its other assets sixty-two years of age or over.
of whatsoever nature or whetesoéver situate, used in or owned by
the business conducted on.said mortgaged property, which busi-
ness is providing housing and other activifies as are incidental
thercto:

14. This instrument shall bind, and the benefits shall inure to, the respec-
tive Owners, their heirs, legal representatives, executors, administra-
tors, successors in office or interest, and assigns, and to the Secretary

I and his successors so¢ long as the contract of mortgage insurance

() “Surplus Cash™ means any cash reinaining aftér: ™ continues in effect, and during such further time as the Secretary shall

e o be the owner, holder, or reinsurer of the mortgage, or obligated to

(1) the payment of: . S reinsure the mortgage.
(i) All sums due or currently required to be paid-inder the

; . 15, Owners warrant that they have not, and will nol, execute any other
terms of any mortgage or note insured or held by the Y 4

agreement with provisions coniradictory of, or in opposition to, the

Secretary; T e provisions hereof, and that, in any event, the requirements of this
(i) Allamounis required to be deposited inthe rés_g_:r.\fe find Agreement are paramount and controlling as to the rights and obliga-
for replacements; CF tions set forth and supersede any other requirements in conflict
o e A therewith,
(iii} All obligations of the project other than the insured
mortgage unless funds for payment are set aside’ or 16. The invalidity of any clause, part or provisions of this Agreemnent shall
deferment of payment has been approved by the Secre- not affect the validity or the remaining portions thereof.
tary; and : 17. The following Owners: Mt. Vernon Medical Investors,LLC,
@) the scgregation of e pereonal Tability Jor pasments due under the note dnd
(i} An amounl equal to the aggrcgate of all special funds mortgage, or for the payments to the reserve for replacements, or for
required to be maintained by the project; and “.."...mattefs not under their control, provided that said Owners shall remain

. . ) liableunder this Agreement only with respect to the matters hereinafter

(i) All tenant security deposits held. stat'ed;'ﬁ'amely::'

(g) “Distribution” means any withdrawal or taking of cash or any (a;:) !
assets o the project, including the segregation of cash or assets for ;
subsequent withdrawal within the limitations of Paragraph 6(¢) . o
hereof, and ex¢luding payment for reasonable expenses incideni {b) fortheir owi acts and deeds or acts and deeds of others which they
to the operation and maintenance of the project. have a;Utliorizcd in violation of the provisions hereof.

for funds:Qr-iproperly of the project coming into their hands which,
- by-the pm"gisions_hereof, they are not entitled to retain; and

(To be executed'w_ith-forma!_itles for recording a deed to real estate,)

SIGNATURE AND NOTARY PAGES ATTACHED
HERETO AND MADE A PART HEREOF.

SEE LEAN RIDER TO- REGULATORY
AGREEMENT FOR MULTIFAMILY HOUSING
PROJECTS ATTACHED HERETO AND MADE A
PART HEREOF. I

20 _
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.~ N WITNESS WHEREOQF, the Owners and Secretary have executed this Regulatory
Agreement on the date acknowledged below to be effective as of the day and the year first above
wntten. S
: OWNERS:

MT. VERNON MEDICAL INVESTORS, LLC,
a Tennessee limited liability company

By: Mt Vemnon Medical, Inc.,
a Tennessee corporation
Its:  Corporate Manager

Joan E. Thurmond
Assistant Secretary

STATE OF TENNESSEE )
COUNTY OF BRADLEY )

On this d}ff'day of March, 2011, before me appeared Joan E. 'I‘hurr.nond, to me
personally known, who, being by me duly sworn, did say that she is the Assistant Secretary of
Mt. Vernon Medical, Inc., a Tennessee corporation and the Corporate Manager of Mt. Vernon
Medical Investors, LLC, a Tennessee limited liability" company; -and she did sign and
acknowledge the foregoing instrument in the name and on- beha]f of said corporation as
Corporate Manager of said limited liability company. : -

In TESTIMONY WHEREOF, I have hereunto set my hand and aﬂixed my notarial seal
onthcdayandyear last above written, _ o

My commission expires: 7;/ pe IJ /3

!ﬂlﬁljﬂIWMMWMIMHM

Skagit County Audltor
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SECRETARY:

SECRETARY OF HOUSING AND URBAN
DEVELOPMENT, Acting by and through the
 FEDERAL HOUSING COMMISSIONER

G T

Mlchael B. Vaughe””

Acting Director, Asset Management and
Lender Relations

Office of Residential Care Facilities
Office of Healthcare Programs

CITY OF WASHINGTON, DISTRICT OF COLUMBIA

The foregoing instrument was acknowledged before me this ‘.'23'Jday of March, 2011,
by Michael B. Vaughn as Authorized Agent of the FEDERAL HOUSING COMMISSIONER,
acting for the U.S. Department of Housing and Urban Development, and that he has the authority
to execute such instrument on behalf of the U. S Department of Housing and Urban

Development . i
Notary Public ~ * ‘.é‘ek

My commission expires:

W

Skag,t County Auditor .-~

3/28/2011 Page 7of 15 .;‘3'54AM



SECRETARY:

SECRETARY OF HOUSING AND URBAN
DEVELOPMENT, Acting by and through the
FEDERAL HOUSING COMMISSIONER

Michae] B. Vau%hﬁ,/ '

Acting Director¢Asset Management and
Lender Relations

Office of Residential Care Facilities
Office of Healthcare Programs

CITY OF WASHINGTON, DISTRICT OF COLUMBIA

The foregoing instrument was acknowledged:béf(_jr_e me this Jl!i"/day of March, 2011,
by Michael B. Vaughn as Authorized Agent of the FEDERAL HOUSING COMMISSIONER,
acting for the U.S. Department of Housing and Urban Development, and that he has the authority
to execute such instrument on behalf of the U.S. ‘Department of Housing and Urban
Development s

Notary Public

My commission expires: ) e ert Ig"u“’)..& /8"

T

Skagit County Auditor
3/28/2011 Page 8 of 15 B:584AM



LEAN Rider
to Regulatory Agreement for
Multifamily Housing Projects

This Rider is attached to and made a part of that certain Regulatory Agreement for Multifamily
Housing Prolects dated March 1, 2011 (the "Agreement"} by and between Mt. Vernon Medical
Investors, LLC, a Tennessee limited liability company ("Owners") and the Secretary of
Housing and Urban Development (the "Secretary™) with respect to Life Care Center of Mt.
Vernon & The Brldge Assisted Living at Mt. Vernon, FHA Project No. 127-22066. In the
event of any conflict ‘between any provision of this Rider and any other provision of the
Agreement, the provision of this Rider shall be controlling. The Agreement is hereby amended
and supplemented as follo’Ws""

A. Reserve Fund for Replacements The following is hereby added to the end of the first
subparagraph of paragraph. 2(a) of the Agreement

The amount of the monthly deposrts to the reserve fund for replacements shall be
subject to change in accordance’ w1th the requirements of the Secretary, but such
change can be accomplished by a letter from HUD to the Owners and will not
necessitate an amendment to the Agreement. In connection therewith, every ten
(10) years, the mortgagee shall.obtain a physical and capital needs assessment
report for the Secretary to evaluate, The cost of such report may be paid from the
reserve fund for replacements. -

In addition to the required monthly dep051ts to the sald reserve fund, Owners shall
make an initial deposit in an amount not less than $0

In addition to the required monthly deposits to the said reserve fund, the balance in
the replacement reserve fund existing with respect to the project under FHA
Project No. 127-22014 shall be transferred to the replacement reserve fund to be
established pursuant to this Agreement under FHA Project No, 127-22066.

B. Certain Matters Requiring Approval of the Secretary.
(1) Paragraph 6(c¢) of the Agreement is hereby amended to read':"aé' fieil'o.ws: -

(c) Convey, assign, or transfer any right to manage or receive the rents and
- profits from the mortgaged property.

(2)  The following is hereby added to the end of paragraph 6 of the Agreement

(i) Permit any conveyance, assignment, or transfer of any direct or
indirect legal or beneficial interest in the Owners that requires -

.

Skagit County Auditor
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approval of the Secretary under (i) the Secretary's transfer of
physical assets requirements and procedures or (ii} the Secretary's
previous participation approval requirements and procedures.

) Enter into, or agree to the assignment of, any operating or

" commercial lease for all or part of the mortgaged property. As a

.~ condition of the Secretary's approval of any operating lease or any

- assignment thereof, the lessee or assignee, as applicable, shall

- execute a regulatory agreement in form and substance satisfactory
_"to'the Secretary.

(k) Enier-i’r_it'o any amendment of any operating or commercial lease of
all or any-part of the mortgaged property that (i) reduces the rent or
other payments due thereunder, (ii) increases the obligations of the
Owners or the rights of the lessee, (iii) decreases the rights of the
Owners or the obligations of the lessee, or (iv) alters any provision
of sucHleése required by the Secretary to be included therein.

(D Use the mortgaged property for any purpose other than the
Approved Use C

C. Management Contracts. Paragraph. 9".(a) of the Agreement is hereby deleted in its entirety
and the following is substituted in lieu the're’o.f :

(a) Any management contract 1nv01v1ng the prolect entered into by any of the
Owners or any lessee shall contain a provision that, in the event of default
hereunder, it shall be subject to termination without penalty upon written
request by the Secretary. Upon such request Owners shall immediately
arrange to terminate such management: contract W1th1n a period of not
more than thirty (30) days and shall make arrangements satisfactory to the
Secretary for continuing proper management of the pl‘Q]BC'[ In addition to
the foregoing, in the event that a management agent is (or will be) the
holder of the project's license or is (or will be) the payee under one or
more thlrd—party payor agreements with respect to the project, the
provisions of paragraphs 6(j) and 6(k) of this Agreementshall be
applicable to such management agreement as and to the same extent as if
such management agreement were an operating lease. v

D. Financial Statements. Paragraph 9(e) of the Agreement is hereby amended to
replace "sixty (60} days" with "ninety (90) days." . 5,

E. Confidentiality of Resident/Patient Medical Records and Information. Paragraph 9(0) of
the Agreement is hereby amended to add the following at its end:

(c) . The obligations of Owners under this paragraph shall be limited to tﬁe -
extent necessary in order for Owners to comply with applicable laws -

AN
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regarding the confidentiality of resident/patient medical records and
information.

F. 'Piermits_and Approvals. Paragraph 9(h) of the Agreement is hereby deleted in its entirety
and the' following is substituted in lieu therefor:

(h)(l) The Owners shall af all times maintain in full force and effect, or cause the
L lessee or management agent (as applicable) to maintain in full force and
effect, all. certificates of need, bed authority, provider agreements,

licenses, permits and approvals required to operate the project for the
Approved Use (collectively, the "Permits and Approvals"). Without the
prior wr"itt"e_n-c_i)'nsent of the Secretary, none of the Permits or Approvals
shall be conveyed, assigned, encumbered, transferred or alienated from the
project. - The Owtiers-shall ensure that the project is at all times operated in
accordance with the requirements of the Permits and Approvals.

(2)  The security agreement and UCC financing statements referred to in
paragraph 9(i) below shall constitute, to the extent permitted by law, a first
lien upon all of the. Owners' rights, titles and interest, if any, in the Permits
and Approvals, However, in-the event of either a monetary or other
default under this agreement, the note, or the mortgage, the Owners shall
cooperate in any legal and lawful manner necessary or required to permit
the continued operation of the project for the Approved Use. For the
intents and purposes herein, Owners- hereby irrevocably nominate and
appoint the Secretary, his/her successors and assigns, as their attorney-in-
fact coupled with an interest to-do all things necessary to continue to
operate the project for the Approved Use including but not limited to the
power and authority to provide any and all information and data, pay such
fees as may be required, and execute and sign in‘the name of the Owners,
their successors or assigns, any and all documents, to-the extent that such
information, data, fees and documents may be required by any
governmental entity exercising jurisdiction over the pro ject.

3) The Owners shall not alter, or suffer or permit the alterauon of any Permit
or Approval, without the prior written approval of the Secretary. In the
event that any such alteration is proposed, upon learmng of such proposed
alteration, the Owners will advise the Secretary and mortgagee promptly.
The Owners will insert the foregoing requirements into- any operatmg
lease for the project. :

4 The Owners shall deliver to the Secretary and the mortgagee, within'ten
{(10) days after receipt thereof, copies of any and all notices, reports,” |
surveys and other correspondence (regardless of form) received by the -~ -
Owners from any governmental authority that includes any statement,~ =~
finding or assertion that (i) the Owners, any lessee, any management agent =
or the project is or may be in violation of (or default under) any of the

?WWWM(MWWMW
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Permits or Approvals or any govemmental requirements applicable
thereto, (ii) any of the Permits or Approvals are to be terminated or not
renewed or (iil) the Owners are, or any lessee, any management agent or

""the project is. subject to any governmental investigation or inquiry

involving fraud. The Owners shall deliver to the Secretary and the

~mottgagee, simultancously with delivery thereof to any governmental
" .-authority, any and all responses given by or on behalf of the Owners to
_~such governmental authority and shall provide to the Secretary and the
' mor__fg‘gagee, promptly upon request, such information regarding any of the

foregoing as the Secretary or the mortgagee may request. The receipt by
the’ Secretary or the mortgagee of notices, reports, surveys,
correspondence and other information shall not in any way impose any
obligation or l1ab111ty on the Secretary, the mortgagee or their respective
agents, representitives or designees to take (or refrain from taking) any
action, and the Secretary, the mortgagee and their respective agents,
representatives-and designees shall have no liability for any action or
failure to act théréon or as a result thereof.

G. Personal Property; Secuntv Interests The following is hereby added to the Agreement as
paragraph 9(1):
(i) The Owners shail suital;Iy etiﬁip, or cause to be equipped, the project for

its use and operation for the Approved Use. Except as otherwise approved
in writing by the Secretary, the Owners shall grant to the mortgagee and
the Secretary a first lien security interest.in all personal property of the
Owners as additional security for the obligations of the Owners under the
note, mortgage and this agreement, -Such security interest shall be
evidenced by such security agreements . as the mortgagee and/or the
Secretary may require and, in connection theréwith, the Owners shall
execute and deliver such deposit account contfrol agreements as may be
required by the mortgagee and/or the Secretary. - Owners hereby authorize
cach of the mortgagee and the Secretary to file such UCC financing
statements and continuation statements as either of them may deem to be
necessary or appropriate in connection with the foregoing security interest.
The Owners shall not be permitted to grant any other liens on any of such
personal property without the prior written approval of. the mortgagee and
the Secretary. If the project includes a skilled nursing home. and is not
subject to an operating lease, the Owners shall be permitted to pledge their
accounts receivable to an accounts receivable lender in a manner approved .

by the mortgagee and the Secretary. In the event that the mortgagee and'
the Secretary grant such approval, (i) the holder(s) of such lien shall enter

into an intercreditor agreement and a rider thereto with the mortgagee or-

the Secretary, or both, on such terms and conditions as may be required by . -
the mortgagee and the Secretary and (ii) the Owners shall comply with any -

requirements imposed on them by the mortgagee or the Secretary (or - o

either of them) in connection therewith.

W
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| H ‘ Professional Liability Insurance. The following is hereby added to the Agreement as
paragraph 9(])

_-'(j)' '_The QOwners shall maintain, or cause the lessee or management agent (as
Lk _applicable) to maintain, professional liability insurance that complies with
__~the applicable requirements of the Secretary. Annually, the Owners shall
ey prov1de or cause the lessee or management agent (as applicable) to
‘provide, to the Secretary and mortgagee, a certification of compliance with
the Secretary's professional liability insurance requirements as evidenced

by an 'Aécofd or certiﬁed copy of the insurance policy.

L. Notices. Notlces sent pursuant to Paragraph 11 of the Agreement may be sent by
registered or certified ma11 hand delivery or by a nationally recognized overnight delivery
service. -

J. Defined Terms. Th'é:"f::(:)ll_(_)Wir“l:g definitions are hereby #dded to paragraph 13 of the
Agreement: e

)] “rent,” “profits” and “income” shall include: all healthcare insurance
receivables, rents, lease payments, revenues, charges, fees and assistance
payments arising from the operation of the project, including but not
limited to workers' compensation, social security and other third-party
reimbursement payments, Accounts” Receivable (as defined in the
Collateral Description for the Security Agreement and UCC-1 Financing
Statement for the Mortgagor) and all payments and income arising from
the operation of the project and/or the prov1s10n of services to residents or
tenants thereof. :

(m) "Approved Use" means the use of the project. as-a 121-bed skilled
nursing facility and a 50-bed assisted living facility and such other uses
as may be approved in writing from time to time by the Secretary based
upon a tequest made by the Owners, lessece or management agent, but
excluding any uses that are discontinued with the wrltten approval of the
Secretary. A
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£ IN WITNESS WHEREOQF, the Owners have executed this LEAN Rider to Regulatory
Agreement on the date acknowledged below to be effective as of the day and the year first above
. Wl‘ll'tell :
A OWNERS:

MT. VERNON MEDICAL INVESTORS, LLC,
a Tennessee limited Lability company

By: Mt Vemnon Medical, Inc.,
a Tennessee corporation
Itss  Corporate Manager

By:
Joan E. Thurmond
Assistant Secretary

STATE OF TENNESSEE = )
188
COUNTY OF BRADLEY 3

On this é_’f Jaay of March, 2011, before me appeared Joan E. Thurmond, to me
personally known, who, being by me duly. sworn, did say that she is the Assistant Secretary of
Mt. Vernon Medical, Inc., a Tennessee corporation and.the Corporate Manager of Mt. Vernon
Medical Investors, LLC, a Tennessee limited Hability company, and she did sign and
acknowledge the foregomg instrument in the’ name. and on behalf of said corporation as
Corporate Manager of said limited liability company-

In TESTIMONY WHEREOF, I have hereunto set t my hand a.nd affixed my notarial seal
on the day and year last above written.

My commission expires: 77/ .27 /13

THIS INSTRUMENT PREPARED BY:  S. Jack Fenigstein, Esq.
Fenigstein & Kaufman
A Professional Corporation
1900 Avenue of the Stars, Suite 2300
Los Angeles, CA 90067-4314 "
(310) 2010777

UPON RECORDATION RETURN TO: U.S. Department of HUD
' 909 First Ave, Suite 260 -
Seattle, WA 98104
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EXHIBIT "A"
LLegal Descripition

'.--ForA#N:P‘arcei'l_n(s): P26941, 340420-4-004-0109, P26340 and 340420-4-004-0000
Parcel A :

Lot 2 of Cny of Mount Vemon Short Plat No. Mv-7-95, as approved January 24, 1996, and recorded January 26, 1996, in
Volume 12 of ShortPlats;-page 69, under Auditor's File No. 9601260017, records of Skagit County, Washlngton being a
portion of the Northeast Quarter of the Southeast Quarter of Section 20, Township 34 North, Range 4 East, of the
Willamette Meridian. ‘

Sltuate in Skagit Co_unﬁ_f._ Wé\éhingl_on.

Pareei B: _.

Lot 3 of City of Mounty Ver_nori'“Shért Plat.No. MV-7-95, s approved January 24, 1996, and recorded January 26, 1986, in
Volume 12 of Short Pials; page 69, under Auditor's File No, 9601260017, records of Skagit County, Washington; being a
portion of thae Norheast Quar\er ofthe Southeast Quarter of Section 20, Township 34 North, Range 4 East, of the
Willameite Meridian : Do

Situate in Skagit County, Washihgt__ofr_n
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