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Mark W. Roth (#010708)

Wesley D. Ray (#026351)
POLSINELLI SHUGHART PC
One E. Washington, Suite 1200
Phoenix, AZ 85004

Telephone: (602) 650-2000
Facsimile: (602) 264-7033
E-Mail: mroth@polsinelli.com
E-Mail: wray @polsinelli.com

Attorneys for Foothills Plaza 1V, LLC

Edward O. Comitz (#015006)
Michael F. Beethe (#020770)
COMITZ | BEETHE

6720 N. Scottsdale Road, Suite 150
Scottsdale, AZ 85253

Telephone: (480) 998-7800
Facsimile: (480) 219-5599
E-Mail: ecomitz @cobelaw.com
E-Mail: mbeethe @cobelaw.com

Attorneys for Douglas A. Dragoo and Elizabeth Dragoo

IN THE UNITED STATES BANKRUPTCY COURT

THE DISTRICT OF ARIZONA

In re:

MORTGAGES, LTD., an Arizona corporation,

Debtor.

Chapter 11 Proceedings
Case No. 2:08-bk-07465-RJH

WITHDRAWAL OF PROOF
OF CLAIM NO. 195

Foothills Plaza IV, LLC and Douglas A. Dragoo and Elizabeth Dragoo (collectively,

“Claimants”), by and through their respective undersigned attorneys, pursuant to that certain

Settlement Agreement and Release entered into by the Claimants and ML Manager LLC on or

about March 24, 2011, hereby withdraw proof of claim No. 195-1, filed in the above-captioned

bankruptcy on October 6, 2008, a copy of which is attached hereto as Exhibit “A.”
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DATED: April 18, 2011.

POLSINELLI SHUGHART PC

By: /s/ Wesley D. Ray

John J. Hebert

Mark W. Roth

Wesley D. Ray

One E. Washington, Suite 1200
Phoenix, AZ 85004

Attorneys for Foothills Plaza 1V, LLC

COMITZ | BEETHE

By:_/s/ Michael F. Beethe

Edward O. Comitz

Michael F. Beethe

6720 N. Scottsdale Road, Suite 150
Scottsdale, AZ 85253

Attorneys for Douglas A. Dragoo and Elizabeth
Dragoo

COPY of the foregoing mailed (or served via
electronic notification if indicated by an “*”)
on April 18, 2011, to:

U.S. TRUSTEE’S OFFICE
230 N. 1™ Avenue, Suite 204
Phoenix, AZ 85003

Cathy L. Reece * creece @fclaw.com
Keith L. Hendricks * khendric@fclaw.com
FENNEMORE CRAIG, P.C.
3003 North Central Avenue, Suite 2600
Phoenix, AZ 85012-2913
Attorneys for Official Committee of Investors
of Mortgages, Ltd., and Mortgages Ltd.

John D. Rosenfeld john@ oxfordpartners.net
OXFORD INVESTMENT PARTNERS LLC

2390 E. Camelback Road, Suite 202
Phoenix, AZ 85016

By: /s/ Diane Ashworth

Séan P. O’Brien * spobrien@ gustlaw.com
GUST ROSENFELD P.L.C.
1 East Washington Street, Suite 1600
Phoenix, AZ 85004-2553

Attorneys for ML Manager LLC

Sheldon H. Sternberg * ssternberg@q.com
5730 North Echo Canyon Drive
Phoenix, AZ 85018
Trustee For The Sternberg Enterprises Profit
Sharing Plan

2789889.1




EXHIBIT A

B10 (Official Form 10) (12/07)

AZB

UNITED STATES BANKRUPTCY COURT DISTRICT OF ARIZONA

PROOF OF CLAIM

Name of Debtor: Mortgages, Ltd.

F5685%57485-RUH

NOTE: This form should not be used to make a claim for an adninistrative expense arising afier the commencement
administrative expense may be filed pursuant to 11 U.S.C. § 503

of the case. A request for payment of an

Name of Creditor (the person or other entity to whom the debtor owes money or property):

Foothills Plaza IV, LI C/Douglas Dragoo

DCheck this box to indicate that this
claim amends a previously filed

Name and address where notices should be sent:

P. O. Box 5061
Carefree, Arizona 85377

Telephone number:

480-488-0350

claim.

Court Claim Number:
(If known)

Filed on:

Name and address where payment should be sent {if different from above):

Same as above

Telephene number: Same as above

I:'Check this box if you are aware that
anyone else has filed a proof of claim
relating to your claim, Attach copy of
statement giving particulars.

I:IChack this box if you are the debtor
or trustee in this case.

1. Amount of Claim as of Date Case Filed: t_approx. $4,740,000.00

If all or part of your claim is secured, complete item 4 below;, however, if all of your claim is unsecured, do not complete
item 4,
Ifall or part of your claim is entitled to priority, complete item 5.

DCheck this box if claim includes interest or other charges in additien to the principal amount of claim. Attach itemized
statement of inferest or charges.

5. Amount of Claim Entitled fo
Priority under 11 U.S.C. §507(a). If
any portion of your ctaim falls in
one of the following eategories,
check the box and state the

amount,
8pecity the priority of the claim.

DDomestic support obligations under

2. Basis for Claim: _Mortgage Note, Breach of Contract, Misrepresentation

(See instruction #2 on reverse side.)

11 US.C. §50%a)(1XA) or () I(B).

3. Last four digits of any number by which creditor identifies debtor: 31086

3a. Debtor may have scheduled account as:
(See instruction #3a on reverse side.)

I:IWages, salaries, or commiissions (up
to $10,950*) earned within 180 days
before filing of the bankruptcy
petition or cessation of the debtor’s

. Secured Claim (See instruction #4 on reverse side.}
Check the appropriate box if your claim is secured by a lien on property or a right of setoff and provide the requested

information,
Nature of property or right of setoff: f:l Real Estate DMotor Vehicle DOther

Describe:
Value of Property:§ Annual Interest Rate__ %
Amount of arrearage and other charges as of time case filed included in secured claim,

ifany: § Basis for perfection:

Amount of Secured Claim: § Amount Unsecnred: §

business, whichever is earlier — 11
U.S.C. §507 (a)4).

DContri butions to an employee benefit
plan— 11 U.8.C. §507 (a)(5).

DUp 10 $2,425* of deposits toward
purchase, lease, or rental of property
or services for personal, family, or
household use ~ 11 U.S.C, §507
(@)(7).

DTaxes or penalties owed to
governmental units — 11 U.8.C. §507
(a)(8).

6. Credits: The amount of all payments on this claim has been credited for the purpose of making this proof of claim.

7. Doruments: Attach redacted copies of any documents that support the claim, such as promissery notes, purchase
orders, invoices, itemized statements or running accounts, contracts, judgments, mortgages, and security agreements.
You may also attach a summary. Attach redacted copies of documents providing evidence of perfection of

a security interest. You may also attach a summary. (See definition of “redacted” on reverse side.)

DO NOT SEND ORIGINAL DOCUMENTS. ATTACHED DOCUMENTS MAY BE DESTROYED AFTER
SCANNING.

If the documents are not available, please explain:

DOther- Specifyl applicable paragraph
of 11 U.5.C. §507 {a)(_).

Amount entitled to priority:
$
*Amounts are subject to adjustment on

4/1/10 and every 3 years thereafier with
respect to cases commenced on or after

address above. Attach copy of power of attorney, if any.

Robert Spurlock, Esq., #009857, Bonnett, Fairbour F Fri
2901 North Central Ave., #1000, Phoenix, AZ 850

& Balint, P.C.,
phone: 602-274-1100

the date of adfustment.
FOR COURT USE ONLY
Date: Sigoature: The person filing this claim must sign it. Sign and print name and title, if any, of the creditor or
1o —le—~0 6 other person authorized to file this claim and state address and telephone itferent from the notice

Penalty for presenting fraudulent claim: Fine of up to $500,000 or imprisonment for up to 5 years, or both. 18 U.S.C. §8 152 and 3571




EXHIBIT A

EXHIBIT TO PROOF OF CLAIM

2:08-bk-07465-RJH
In re: Mortgages, Ltd.

Creditor: Foothills Plaza IV, LLC

Proof of Claim calculation:
Principal of Loan: $25,740,000.00

Amount Required for
Payoff by Mortgages Ltd.

Representatives: $21,000,000.00
Total now claimed: $25,740,000.00
Damages: $4,740,000.00
TOTAL CLAIM AMOUNT

$4,740,000.00




EXHIBIT A

CONSTRUCTION LOAN AGREEMENT

Losn No, 853106 : . September 5, 2006
“Lendea': Mortguges Lid., an Arizona corporaties , and its snecessers and ssaigns
“Borrower™ (individually snd colleativaly):

Faothills Plaza I¥, LL.C., an Arizona llmjted fability company

In cossideretion of Lendes’s cotmitment to malee the abovewrcferenced loan (the “Loan™) spowred by & dezd of tust,
Borrower ngreca with Lender to the following.

1. LOANDOCOUMENTS

Bm"mwerwill erecite and delivar t Letder bu Lenders form & Promissory MNote end Deed of Truat (the "Deed of Trgt™) cni
the same date s this Aprcement, together with el other dodiraents required by Lender i conyection with the Lom (colisetively, the
"Lozn Documents”), sad if the Bomwower s & corporation, Ymited liability oompany, pasinorstip or trust, it wil supply Lender with

cerified copits of all appropriate dotuments, such 85 corporate reanlutions, partaecshin agrecmants &4d trust documents, hich
autharize the Loan and the execution of the Loz Do¢uments.

Z FPERMANENT COMMITMENT

At the option of Lender, Berrawer shall assign the commitment from the prrmenent Iender, if any, to Lender 25 additomal
collsters] fiy the Lonn and ohtsin the scseptanto of.the sugignment by the permansgt lsader, if remquired, Bormowar shall filly conmply

with and meet'all of the reqwivements mads by the pecmanent lender 2o that the commiment of the parmazent Iander will remsin i £l
force und effeet,

3. FIXTURES

All Hems which might be détermined 1o bs fxtuves a¢ defiued in the Tgiform Corfmersial Codo dad the lawe of the State af
Axizana will be filly paid for pricr fo inetallation so thet oo one heg or vwill have 2 sccurity ntersst themin. Ot demand, Bomowes
shell fornish Lender ar Lender's ageot with & watver or ralasge of security interest on all such fixtures exeonied by a1t parsons who
ight buve & eerity intaregt therein, I any Bnaneing séatément oy secixity agrecment on fixtuges 35 fled, Bomower shall imimedintely
obtain 4 ralesss of the same. At #te distrction, Lendar may, out of the loan procasds in the constriction 2ecaunt, apply any portion
thereol ts the direct paymest of uny scairity interast on any fixtwrs installed or to be installsf cn the Properiy. Infhe evant a fixtors s
Temoved of atienipted fo be vemeved from fhe Broperty sifher befare the finel Ggbursement of the Logg procesds or st any time
ererdtor by anynne claiming # security intereat prior and supurior to the e of the Deed of Trost to Lender, Berrawer sholl obtein 1
relense of such gecurly and will Mdaonify Leader fom sgy and dll losses and expenses ariging therefeom, inchiding Lender’s
attornay's foes ond costa. On yaquest of Leader or Lander's agent, Borrower shall furnish to Leader a st of sll fixiuges 2 be

incoxporated into e Property, tho mmey of the fxtre’s fnutaller, supplist, disebuior end viagufasturer, and the spproximate coat of
each fixture,

4. TISE OF LOAR PROCEEDS
Usless otherwisa specificd in writing, the prosceds of the Lom and intérest enmed, i€ aty, 0o Loan fracesds, will ba teed

soicly o pay petual costs of constructing e buildng and improvements and for ag Othor pirpose, excent that after © default a}l
Loan proceeds field In o Construction Loan Atcount, 21 defined her¢in, mey be applied as st forth in the Loas Dotuments,

5. INSURANCE

Borreriver shall carry sueh insurance on the building and improvements a5 required by Lender, whith mey inciude, fifer altr,
course of construction insurenpe, tq be in an amownt determined 2t Lender's sofe discreton, with Lender's loss-payable endamsement
attached, '

indtinle

.

fmw> . |
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EXHIBIT A

o Naegs

&, FLANS ANY SPECIFICATIONS

The building and improvementa to be constmoted on the Broperty shall ke eonstricicd and complated i soordence with the
plens and specifications fled witk Londer on or before  months from the date of thiz Agreement (the “Campletion Date™), fres and
cleer of all liens end in v manner setgfaciory to Lender and all approprists veglatory ngencies, azsaciations or ofker entiies. Mg
ohxnpey will he moade in the plaus or specifications without Bovrower firac obtaining Lender's written conzent.

7. JDEFAYULTS AND REMEDIS

n. ' Among other things constimting defmult wnder the provisions of the Laan Docwuents, Boower ahall be deemed in
defanlt wan the dowurrence of any of the fHllowing events.

3] The huilding aod imprevements ere not compleled by the Completion Dete;
{2 The constmation work i¢ sbsudoned ar stopped for & peciod of 30 days (cxaupt for & ernpirary stoppege

dve to natrike or an set of God);

1) Bosrower breaches auy provisions of this Agrezment or any other provisions copfained m the Yosn
Doooments;

) The permsnent jender withdrata or cencels its commitammt, or Bomewar £l to comply with that
commitment;

(s} Thehuilding oy i:'npfovemeuta on the Froperty srs dateged or deatroyed by fire or other cneelty;
(4] ‘The death of any Barrower;

I Lender, in its fodgment, dotermines that the rematning Losn frods ae msnfligut to pay the remaining
cagts of constrction;

@& Borrowar or Borroter's contragtor abawdons the construntion job;

@) A petition in bankmptey or tny arrangement of eomposition with creditors far reorpemization s fled by or
ngtingt Borrower or any of Borrstver's contattors:

()  Amechunic’s ormaterialmen’s Hen or any other claim of len iz filed ar recorded sgainst the Propergy

(21)  Astop notice iz served upea Bomowes, Lender or any of its ageats;

(12)  Any suit or legal action ia filed affectiog the Property or Bommawer; o

(13}  Bomower is delinguens on Borrower's payments or obligations under the Loan Dacnments,

h, Tna the svent of defmilt, Lender may, at ity option and without ngtice, 4o one or mors afthe folowing:

(03} Inotr imd ssscwe euch feey a5 set fosth in the Loan Doctmments, such as, iter elfn, $op notice feas,
adminiatrative fecs and attomeys® fees, . .

(2) Withhold meldng further dishussanents;

) Dizefers tha amovot of the Losn immndiatsly das and payable;

(4) Apply wny amount of tha Lo4n procosds remaining in the construction Joan sceownt 10 the Lonz balanes;

® Tika possession of the Fraperty, seize all pécsonn] propesty thereon (&g, supplics, materisls, mventory,
ete.) and camse the beflding endlor improvements to be vompleted or sooured af the cxpense-of Botrower, which aums shall be
seoured by the' Deed of Trusty .

(3] Inonedintely forcslose the Desd of Trust or cange the Trustes to oxervias te power of sale grented thoysin:

(¥ Apply eny remaining Loan fnds 10 the direct payment of bills, ¢laims, stop noticas or Hens of labarere or
mabsrialmen, which Lender, i jts sole judgment, belicvea to ba valid, without recourss againgt Londer in tha sveor thay are
notvalid:

{8) Eile mit for any spns oveing under the Loan Doments or for damages chvsed by Borrower's defanlt; oy

)] ‘Take such other action ez Lendey way deem neceszary to protect Londer's interests.

8. CONSYRUCTION LOAN ACCOURT

% The Loan procesds sud the inforest carned, if any, thereon, slml be held by Leader in e Constustion Loan Accotmt,
Progrem paymenis msy be dishucsed by chiccks made payable, in Londer's gole diteretion, to Barrower andior eny of Barowear's
contraclin, suboontractore and suppliers, Bach of the progress paynents shall be mede by Laader only after 2 setivfaotory progress
inspection Teport i wads by Yender's fnspector snd wpon the firnishing to Lender of receipts, waivers, wlcesze or othiey proof
satiafactory to Lender tiiat all prior dishireements havs ben applied to the cost of construction. Ta the event Lender's loan requires
mioFa ThalL & inspéctions, Lender may chorge an additional fas for each juzpection. - T

b. The finel dishmsgament of the Lomn presseds, after deducting all Loan expenses and fooa, ghall be dighinied by
Lender when the coustruetion work s 100% complate, ccsupancy iz matbnrizad by the dppraprine wgulalkry enlity and Yender hag
been fimished with such satisfactory inspections, reporte, affidavits, receints, waivers, roleases, nolices of complstion or other
dacuments as Londer say nequsins for ita protection, Boowsr suthorizes Lender to fils & motice of completion oa Bogpwer's behalf,

initialy

.
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EXHIBIT A

2. Any inspactions or delerminations wade by Lender, or waivers, releases or other instruments obtajged by Lender, are
made or abtaimed anlely for Lendar's own bensfit and mot in sny wey for the benefit or protoctinn of the undersigmed Bomower. Lender
may asaept and raly on &y stitements, fgnres, or representations of ny eontractor, huilday, aekitest andfor any Borrower reparding
labor and meterials furnished or incorporated in the work and the cost thersof and as & matters Telating to the construction work
without tho necesgity of verifying, the mme. Any alatement or ropresentation by Borrower ghall bind 2l Womawers, if mora (an oz,
At {ts diseretion, Lender may weiva any intpéctions and meke dijtursements of the Lom prozeads sclely upon the smtements and
ropezsentalions of asy contrastar, builder, architsot andfor Borrower. Lender has no obligition to Barrower for the performanca of
aty vontsactor, builder or arckitect in careying ovr the construction or improvements on s Propecty. Bomower shall make Bonowers
owm contrechual grangesieots with my contmetor hefshe/it employs, shall male Borrowar's own amangements with such conmantar
for auny bimds required and shall be responsible for fimmishing any reosipts, releases mmd/for waivars the Barrower may requics for
Borrower's protsction. Lender, af Sts sole and sbeolute disertiion, may require Roxrowsr to post 1 hand of sny natars and in
any amount Lender deems necessary for ite profection. Additonally, Lender shall apprave and reveive proof of any and all

performance andfor complition bond coverage and be nined w5 Additionz] Insured on sneh Bonding, {o be datermined at
Lender’s sole apd absolute discration.

d. In the event that the Y.ender’s exilmated cost of completing any constraetion line item uxeaeds the Yémgining

amount hudgeted for thnt line item or that the Lender’s total extimoted cost of complating the constrnetion of the Gullding

andier improvements exceeds the rémalming smount of ¢he Construction Losn Ascownt (the *consbruction defloiency™),
Borrower shall, on ender's demand and at Lender's efe¢tion, sitler:

m Dreposit an amount equat to the construction deficiency with ender; or

@ Bay ie construction defiviency tawayds the construction of Hhe huflding and/or improvements prior
to obtalning quy further disbursemanty from Iender, and furnizh Lender with proc, satisfactory to Lendar, of
Borrewer's expenditors (Ae,, pald invoiees, receipts, Uen wajvers, releasts, efe.}

9, ELNERTY

Thiz Agrezment {s made for the suls protection of the Borrowicr, Lender, Bensficiary and Bencficimys sssigoaas, if sy, and
1 other peeson shall have any right of action heveunder, Y.oam procssds hold in the ConatmoHon Loan Actonnt are aot beld for the
benefit of any of Borrowar's Jaborers, materislmen, contractors or any other peranns.

19, CONSTRUCTION DISBURSEMENT POLICY

& When e Loan i cleged, the beleace of the Loas figds will be deposited in an adeguately nmmed fnapeisl
institotion (the "Constriotion Lotn Accunnt). Lender shall Lsve the option of depositing sid fnds into eithr & gavinas ascoumt,
which aflows only six disburaements per sionth, or & regular, non-interest besring, aherking scount With walimited disburgspents, I
tny intorest is camed, 3t will acerue to Borrower to be applied in accordmee with peragraph 4 of this Agreement.

B The fnitigl dishtrssment from the Construgtion Loan Accoust will 7ot be available ta Borsowsr untdl Lender hag
been informed by the selected finaneisl fnstifution that the Construction Loan Account iz open and the finds deposited thersin re
tvmilable for withdrawal, (This may be up to one week after the Losn reacrds.)

c Funds will be dishursed according to the conatruction brdget approved by Lender. Any chonges aHunting
disbursements wuder the constraction budget must bave prior written Approval from ender.

d. Lien wadvers must be abtalned from all subcontractors, materind suppliers and afl casnal Inbor. Y.ender wili

pravide Borrower with blonk ilen waivers for all reimbuvesment Hems, Checks irsuad by Lander will hove Hon walvers
attached,

& Leader will requlre signed lion whivers for all cagnal labox for which refmburserent i requested agd patd

recelipts for nll muterfal relmbursements, Sobject ta Lender's diseretion, relmEwrsements will be mae in the amownt of 5404
4r more.

1. ‘Ta avald any delay in processing the construetinn disbursenent, Borrower must follow these procedares:

) Disburseriont réquests recelved in Lender*s offics by noap on Wednesday of any particular week will
cause 2 Aishursement 19 be available for Batrower fo pick up after 3:00 p.m, on Friday of that week; or, if nat Ppickad
up, then that disbursement will he mailed to Boreower. (Due ¢ the tnrge volwns of alsbursement requests, theve will
b¢ no oxceptions to this dsbursement policy.)

1
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EXHIBIT A

(2) Borrower's request set ihelude the following:

[{H] The nmne shown 0 Borwowers aseoint,

(1] Borrower's lnan number;
() Check amount, to whort check I3 payrble and parpose of dishursamant (¢.g,, sléotrivel waterisl,
dzyrwall labos, ate):

(a) All supporting decumentetion (e.g., involaes, proposals, estimates, Hen waiver, efc.);
() Legal desaription of Proyperty sadfor its address; and
() Whether oheole i to be pickad-up by Borvewer or madled.

B Befors addifional dishorgsments will be made, Lender mnaé Bave iz 35 possession, all paid bilis and Hen
waldvera for all prior cheejes fssued,

b, Anylhimg charged op chnrge: eards, credit lines or eredit cords shafl be Borrower's responsibility tu pay;
Lendar will nat relmburse for thess expendifures, Londer will not dssue checks to Borrower®s credit cavd corapany,

i Lowstder will erect 2 constroction sign on the Property which must remain on display tironghout the coorse of
cansiraction.

B Divhurgerent checks fssined by Lender are valid for 60 days from the date of fssne, A stop pryment will be

zguad on all lost o stolen chieelts and 41 chenles wiiinh have not cleared the finaneial inctitation within 60 days from the date of
issue. A stop payment fee will be chavged ngainst the Constrrction Lozn Acesmnt for each applicabie eheck:

11, GENERAL

a. This Agréement i binding on Lender and Berrower {oellccively, the “Parties™ and their agtals, reprosimtives,
saceessors, pormitted aesigns, beneficlarles and trustess.

b. This Agreament and the benefits hereunder are not assigoable or transferble by Bomower. Howavay, Lender muy
#38igm its rights and oblipations nnder thiz Agraement withows prier botics to Barower.

[ Borrower sclmowiziges that Mortgages Lid, is Lender’s Servicing Agent

a, Borrower specifleally rapresents fheat there arc no restrictians ar zopiog tepulations Which will restriat or pravent the
proposed construeton and intendad vse of the Proparsy.

e ‘This Agreamept shall be governed by, conatried and anforesd jn acoardimn with the laws of the State of Ardrons,
Bomowsy hershy submmits to the juriadicion of any Arizone State or Fodeml Court sitting in the City of Phoenix fn any action or
procecding arising ot of or velatisg ¢ this Agréement. Borrower Tershy waivas the Jefinte of an inconvenieat for, :

f This Agraement sets forth e entfre grecment and voderstanding of the Partles end superpades all prior agresments,
arrsppensnts and wndemstandings, written ar arsl, hetween the Parties, .
Fid This Agrenment may be smended, modified, superacded, cmecled, renewsd or eténded mnd the torms or covenants
hereof may be waived grly by A Wriltén indtnmient executed by Doth Parties, The failire of Lender st any thne or times to require
pecformanse of any provision of this Agreement ghell in no marmer affect the dght of the Lender at & later tims to enforos the game,
B0 vediver by Lander of the breach of zuy term or tovenant contained in taly Agresment, whether by oondnet o othurwise, in iy one

or more inztances, shall be desmed 1 ba, or construed a¢, & fusthar or continuing waiver by Lender of any such breach, or a waiver of
tha breach of any other term or covenant contaived jn this Agreement.

h. Ifeny term or other provision of this Agrecment or any other Loen Dochinent i declared invalid, Dlagat oriacapsble

of being enforeed by any nuls of 1atr or poblic policy, ull othar condjtions and provisions of this Agreament shall neverthelots rembin
in folt foree and effect.

&7

initisls
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EXHIBIT A

This Agresment iz effective on the date ant fortl on the ficst page.
BORROWER:

Foothiliz Fliaza IV, L.L.C, &1 Avizons Hmited Habflty compaity

By: Apex Property Solufions, L.1.C., an Arlzonn Bmited tshility company
Ttz M .

By: Douglas A Dragoo
Ity Mansger -

LENDER:
Movtgages Lid, an Arlzons corporation

By: Philllp 4. Sollomd, Ir.
Yti; Senfor Vice President

©2006 Mortgnees Lid




EXHIBIT A

AFFIDAVIT OF BORROWER
(APPLICABILITY OF STOP NOTICE)

Loan No, 853106 Septeber 5, 2006

“Borrower”  Foothills Plazs TV, L.1..C,, an Arizonh Himited Hability cempamy

Poupls A?gno, being duly eworn and npoo oath states the following.

L Yer .. Mo
1zm the “Borower” of o Jonn from the “Lender,” Morigages 143, an Arizons eorporation for the construetion, alteration,
répair or improverbnt on real property (Gs "Froperty”). In cannection with ths Joan, T have sxeculsd a Promigsory Nots, » Deed of

Trust (eecuring the Property), 8 Constniction Lorn Agresment snd oumercns other supporting docimsnts (collectively, the “Loas
Documents™),

2. _ Ym _L_{I;.

On the Fropenty, there has been constructed o ia 10 ba constructed ¢ buflding, sirastore of fmprovemens {"Dwting') which
15 dasigmed for cither single onc-family or single two-femily roridential pavpnses ar sctivifies roleted thereta,

3. Ye e

I 10l Legal o squitablo titls 1o the Dwalling #5 2 natural person by a deod or contract for the sonveysnce of ths Property
racorded with the esumty recorder of the eouaty in which the Dwelling iz Josated.

4, Yes No
1 roside or intend {o reside in the Dwelling et Ioasi 30 days during the 12 month periad immedistely following completion of
the sonstretion, altaration, repair or fmprovement, .

w

5 ves _ Lo
Y der ot intend to ==]] ur lense the Dwelling to othess, .
6. Yee C""/I‘;;

¥ shall ot permit ckcluaive ascupancy by persons other (ien members of my family for other then temporary pusposss,
Foathllls Pleza IV, L.L.C., an Arizena Bmited !l‘ablliry comphoy

By: Apex Property Solutions, Y..1.C,, an Avzons, limited lisbility company

¥ts; Maongger
"
By: Douglaz A Dragod
Itar Manager
; PEES L
: & PA
) PUBLIG
STATEOF AZ ] .'1 Nﬂm\?“‘\’c FiA-GDUNT"'
B 7' My Gomm, ipites Nat.
COUNTY OF MARICOPA ) SR

Date of sckmowledgement G ~7 -9 &

Acknowledpement of THouglas A, Dragod

This instrument wag ackmowledged before ms this date by the yarsons sbove subsoribed and if subsedbed in n representative eapasity,
thet for the prinoipel named and in ths capreity indicated.

?C\_QW-'M My comumission expires -5 - %

Notary Public

~
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EXHIBIT A

Delap-Flex® Movigage Line

PROMISSORY NOTE
Interest Qnly

Loanz No. - 853186 September 5, 2006
Losn Amonnt: © §25,740,000,00
“Makes" (individuatly and collectively):

Woothills Plaza [V, L.L.C., an Arfzona limited Yability compruy

7202 Exst Carefree Drive, Suite 200

Curefree, AT 85377

“Holder: Meorigages Ltd., an Avizona corporation

1 PROMISETOPAY

2. As considermtion for the reeeipt of a loan and other valus, Maker hereby promises to pay the cutstanding balance of
1he Deaignated Loan Amount §25,740,000.00 in United States currency (the "Prinoipal), phis interest, to the order of the Holder,
Mortgages Litd., an Arizona eorporation, or any subsequent holder of this Note. Malkeer nndexstande and agrees that Mortgages
Ltd,, sn Avizana corporation, may subsequently transfer this Note, subject to the ferms apd conditions cantained herein. Morigages
Lid., au Arizona corperafion, or enyone who takes this Note by trensfer snd who is enfifled fo receive payments vnder this Nots, is
toferred to hereinafer as the "Holder." .

b. In connecting with this Note md on {he sama date, Maker executed a Dect of Trost securing this Note (the “Deed of
Trost") and a Sexvicing Agent Agrcoment. The Note, the Deed of Trust, the Servicing Agent Agreement and sny other agreement,
document or insnmeent evidensing, poverning or sccuring ths payment of the indebtedness evidenced by the Note arc collestively
tefeived to hesein as the “Iosn Docunents”, Maker vaderstands and agrecs that the Servicing Agent Agreament, which Is incorporated
berein by reforense, authorizes the Servicing Agent appointed therehnder to, among other things, act en tho Holder's behalf in |
accordance with dds Nate. .

2, INTEREST

Tntsrest will be charged on that portion of the Principal which has been commititd by Holder, begiuntag, 2t Holder's
giseretion, on the Loan Funding Date or the Commitment Tammination Dare @n the event that the Loan closing was delayed for eny
reaton ather than one caused by Holder) contiming untl the Prineipel bas been paid in full. The 'Loan Funding Date! is the date upon
whizh Mortgagea L1d. allocates and designates snrms sufficient to fund this Loan. The 'Commitment Tormination Date' is the date upon
which Mortgages T4d.*s Loan commitment expires, Beginning on the Loan Fonding Date or the Commitment Temination Date, as the
case may be, and so long ag 0o event of default exists, interest will acorue and be paid at the rate of 13% per anoum, Tn the event of
defantt, Maker zgrees to pay the Default Interest Rate as set forth herein.

3. DELAY.FLEX® MORTGAGE LINE

a, Purpose. Under the Delay-Flex® Mortgage Line, Maker may, subject to the conditions set forth in the Loean
Docwrsnts and described hersin, obtein the Delay-Flex amownt desinnated as such aed fu eccordance fo the portions set-forta in the
Dalay-Flex Funding Sthednls outlined in the Delay-Flex Disbursoment Summary exconted in comection with this Loan.

b. The Funding of each Delny-Flex portion is sibject to Holder's discretionary npproval and satisfaction of the
Tollowing conditions:

n Thera is 0o then-existing default uoder any of the Lozn Docnments and thexs cxdat no facts which, with fhe
giving of uotice or paxsage of time, weuld constitute a default under any of the Loan Documents;

o)) Holder, or its agent, has corducted an inspection of the Trust Property and the preasnt conditfon of the
Trust Propecty bas been approved;

&S] “The increased loan amount following the funding of each Delzy-Flex portion, if

made, will not excesd Holdex"s lending puidelines for the Trust Property;

) Flolder may further condition any delayed fimding vn endorsements to the Holders Titls Policy’ insuring the
continned validity and prigyity of the Deed af Trust, Holder's approval of Maker's proposed ntilizatien of the Deley-
Flex procesds and any ofher reasonshle aspirances ar conditions Holder mray racuirs or fmpase;

&) Beneficiary shall fund esch Delsy-Flox portion on 4 date set by Reneficiary at fia so0lo and shbsolute
diseretion, which will occur ro earlier than the thirtieth (30™) day prior to the Furd Date 41 fordh in the Delay-Flex
Fuading Schednle and no later then the thittiedh (30%) consecutive day following the Pagd Dats set forth in the
Delay-Flex Funding Schedvle; and

QST
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EXHIBIT A

PROMISSORY NOTE
Belap-Flex® Mortgnge Line
Loaa Np. 853106
September 5, 2006

Pagc2 .
(6}  Fooding the fota] Delsy-Flex portion of the Joan s mot to exceed nine (%) months from the date of Laan
doting, The Delay-Fler Funding Schedule must be completed by Losn closing aud [nclnded in the
Distrurserment Swoymary. Awy modification to the Delay-Flex Fanding Schedule requires wrltten spproval
from Holder or Servicing Agent.

c Deed of Trust. The Dead, of Trost secvres the entire Designated X.oan Amount regardless of the amenmt of the Inital
Fuading of any subsequent fimdings on tie Loan acconnt. Bowever, the payol amount required to release the Deed of Trust chall be
bated on the actuzl ontstanding halance of the Loan account at the tine of payoff.

4, PAYMENTS

A Time and Place of Payments, Meksr will pay interest only by making wmonthly payments on the 7tix day of each
month beginning Octobier 7, 2006, Maker will contimic to make monfhly payments vatil Meker has paid a1 of the Pripcipal, interest
and any ather charges that Maleer may owe under this Mote or the gther Loan Documents. Monthly payments reseived by Holder in
advancs will mot be posted 1o Maker's account gréater than 14 calendar days prior to the payment duc date.

b, Maker's ynonflily payments will be applied to the following in such order as Holder, in ity sole discreticn, may
deterrine
® “I'o the payment of any costs, fees or other charges inowred under this Hote arid the other Loan Doctments;
(i) To the payment of accrued intersst; and :
@)  Totherednction of the Printipal halence.

e AT regaining principal, together with acascd unpsid imerest and any other amonntd due hereimder or undsr the
Loan Dotuments (collestively, the “Makes's Liabilities”) shatl ba due and payable in full on March 7, 2068 (the “Mahurity Date™),
unless Makar's Yiabilittes become due and payable sooner becanss of soeeleration, n which casc Maker's iabilities shall bo dus and
piyahla in full on the ditc of such aceleration. Maker undetstands that the Maturity Dats requires Maker to pay alf Frincipal, interest
and all other cheyges then dne. .

5 RIGHEY TO PREFAY AND PREFAYMENT PREMIUM
8. Malker has the right to make payments of Principel ot any time before they are due {“Prepayment”) pravided that -
w All sums due under the Note ace etrrent;
(2 Prepayment is made on a monthly payment dus date;

[y Paymént of a prepayment premivtn equal @ §% of the Prinsipal balance of the Note before reduation, if
Prepayment is mads bafore Septanber 7, 2006; ond

(%) At flse time of making a Prepayment, Maker advises Servicing Ageat, in writing that Malcer is maling a
Prepayment.

b. Any payment of Frincipal only iz considered a Prepayment. Holder will use afl of Makar's Prepayments to regucs
the amount of Principal that Maker owes under this Nots, If Maker makes a partial Prepayment, there may ba u change in the amount
of Maker's ponthly payment.

6. LOAN CHARGES

a. Note Ymterest Rate. If Holder charpes or i Maker pays axy fess, oliarpes or other sums purseant to this Note or any
other Loan Documents which, under the law, may be deemed, to be inteveat, then the interest zete sat forth In Pardgraph 2 abova shallhe
deemed to be increased o inchude such additional inteyast. Therefore, 1 it is determined that the rate of interest Applicabls to this Note
is granter then the Tate of interest atated in Perapraph 2 shove, than the acteal rate thes determined shall beoome the agreed vpon and
comtrasted rate of interest for thia Note.

. Tnterpretation and Remedy, Notwithstanding eny provision berein or iz any of the Loan Documents, the total
lishility for paymenis in the natnrs of interest shall not exceed the Emits now imposed by the naury lews of Arizona, if any. I alaw,
which applies 4o fhis Nots and which sets maximum loan charges, is finally interproted so that the interest or other loan charpes
collacted or to be collected in connsetinon with fhis Note excesd the petmitred limits, then: (1) loan charges shall be reduced by Holder
in an ameunt suffeclent to reduca the loan charpes o the permitted Hmit; and (B} any sums alrcady collected from Males which
exceaded pemmitted limits will be reforded to Maler, Holder may cheose to make this refimd by reducing the Principal Meker owes
under this ‘Nots or by making a direct pzyment to Maker. Ifa refind reduccs Pringipal, then the reduction will be trealed as a partial
Prepayment #nd the provisions of Paragraph 4 will not apply.
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EXHIBIT A

PROMISSORY NOTE
Delep-Flex®Morigage Lie
Lom No. §53106
September 5, 2006

Page 3

8 MAKER™S PANURE TO PAY ASREQUIRED

a. Late Charge for Overdne Payments, If Servioing Agent has not recoived the fall amount of eny of Maker's
montily payments by the close of business on 2 date which is five (5) calendar days afer the date it iz dus, Maleer will pay & late
charge to Scyviclug Agent. The amouny of the Jate charge will be 35% of the montlly Principal md Interest payment, In the event
that this Mote {2 not paid in full by the Maturity Date, Maker acknowltdges thas 4 Jate charge will be assessed in fie 2mount of3% of
the remaining Principel belance on the next day following the Maturity Date and on the sarge day each month thereafter vatil the Note
is paid in full.

b. Default. Maker shall be in defanlt of this ote if Maker does 2ny of the ilowing:

(i3} Fails to pay the full ameunt of sach monthly payment on or before the date it is duey

(i Frils to pay all sums due as of the Maturity Date;

(i Fails to pay any and all sums reqnired by any other Lom Daosuments; or

(i) Fails to perform or obsecve any covenints or obligations set forth herein or in any other Loan Dosnnents.

e Crose Default. In the event that Maker hes secured or secorss additional Toans through Morigeges Lid (the
A dfitional Losans™), regardless as to whethar Mortgages Ltd, bas assipned its interexts in the Additional Loans or this Loan, then a
" defamit in gty Additional Toan shall constitate a default in this Losa and 2 defanlt in fiis Loan shall constimte a default in the
Additional T oana,

d. Acceleration. TEMaker is in default, then Holder may accelerate the Madhurity Date and declare thet all sims owing
nder this Mote and the other Loan Documents axe fmmcdiately due and payable, without notice.

e No ‘Woiver By Helder, Pailure of Holder, for any petiod of time or onwacre that one occasion, to excroise #s optien
t0 accelcrats the Matzity Date shall ot conatitute a waiver of the Tight to exercise the sames ax auy time during the contined existence
of an pvent of default o any subsequent event of defauli,

IR Paymient of Molder’s Costs and Expenses. Ifan event of defunlt occurs, Maker shall pay all costs of enforcement,
sollestion and preparation therefor, whether or not any action or proceeding is cormenced in any court and, if sommenced, during all
eppeals, inchiding, but not limited to, attorneys® foes, guarantor collection expenses (as described in the Servicing Agent Agreemeni),
appraisal fees, inspection fess, empart witness fees, foreclosure processing fees, Htigation costs and all other related expenses
(colleciively, ‘Defait Costs™). Meker, at the option of Holdsr, shell appear and defend any action or proceeding purporting to affect
the security hereof or the riphts or powess of Holder and shall pay all costs and expenses of Holder, inclnding the cast of evidence of
Stle and nttorneys® fees, in any such action or procesding ia which Holder may sppear or ba nemed, with inferest thereon at the Defmlt
Intereat Rate from tha date inonrred or expended watil paid in foll.

B Pefuuli Tatevest, If Maker is fu dofuplt, then (in addition to the Iate charpe as stated in Paragraph 6(2) ebove) the
fnterast rate on the wpaid Principal shall he incressed to 27% per anmum (the “Defavlt Interest Rate™) commensing oo the date
threngh which interest was last paid, and shall continue, at the option of the Holder, until a1l payments have been made curent, =1
sums dec under this Note and the other Loan Docurnents have been paid in fall end/or all non-menstery defanits under the Loan
Documents Lisve been cured to the Holder's satisfaction. Any advances made by Holder, pursuant o the terms of the Loan Documents,
and g1] Defanle Costs ehall acerne interest at the Default fnterest Rate. In. the event Maker files or is involuntarily placed in bankrptoy,
Malker hereby agrees that Halder shall be entifled to interest un 41l Loan arreatages of whatever neture st the Defeult Interest Rate.

8. NOTICES

Unless applicable Iaw requives a different method, amy notics that must be given to Maker wnder this Note will be given by
raaiting it by first class mail or by delivering it to Maker at the address stated zhovt or at & different address if Maker gives Servicing
Agent written noties of a different address. Any notice that must be given to Holder sirall bo given by mpiling it by first class mail to
the Servicing Agent, at 55 B, Thomas Rd., Phoenix, Arizona 85012, or at a different addeess if Servicing Agent has given Make:
writien notice of a different addregs.

o " OBLIGATIONS OF PERSONS UNDER THIS NOTE \

If more than oae person sighs tiis Note in his/her individual capacity andfor on bebalf of hissher raarital conrnmmity, and not
on behalf of a corporate oy parmership entity, each person and lisfer merital comumvnity (if applicable) is flly and personally
obligated to keep all of the promises made in this Note, including the promise to pay the full amount owed, Any person whe iga
guarantor, surety ov indorser of this Wote is alse obligated to porform wnder the terme of tins Nots. Amy subsequent parson who takes
over Miker's sights vunder this Note by whatever meens, including the obligations of a guarentor, sursty or indorser of this Note, is also
bound by all of the promitcs end lisbilities ereated by this Note and the other Loan Documents, Holder may enforce jts tights under
fhis Nots against cach Maker or successor, jointly and sovorlly. This meacs that each signer may be roqoired 1o pay all soms owed
umnder this Nota irrespactive ofthe type, value or ownership of the property securing the Nede.

ﬁjomuﬁslmD
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EXHIBIT A

PROMISSORY NOTE
Delny-Fi ex® Morigage Line
Loan No, 853106
Septeraber 5, 2006

Paged

10, WAIVERS

Miaker, for itself and all endorsers, guarantors and surefies of this Mote, and their heirs, sucnessers and assigns end legal
tepraseniztives, heneby waives presemtment for payment, dzmend, notice of nonpayment, notice of dishonar, protest of any dishoner,
notice of protest and protess of this Note, and alf other notices in connestion with the delivery, accsptance, performancs, default or
eoforcement of tha payment of this Nots, and agrees that their respaative lebility shalf be wconditional and without regard to the
liability of any ofher party and shall not be in aoy manner affected by any indulgencs, extension of tims, renewal, wailver or
modifioation granted or consented to by Holdar, Maker, for itself and 21l endorsers, grarantors and sursties of the Note, and their heirs,
legal representatives, sucoessors and assigns, hereby consents fo cvery sxtension of time, rentwal, waiver or modificstion that may be
graated by Eolder with respect to the payment or other provisions of this Note, and to the r¢lease of any makers, endorsers, grarantor
or qureties, end of any ¢ollateral given 1o secure the payment hereof, or any pert hereof, with or withont substitntion, and agrees that
additional makers, endorsers, gitarantors or aumetiss mey become parties hereto withowt notice to Maker or 10 any enderscy, g‘uxamnmr
or snrewandw:ﬂmusaﬁfecung the Hshility of any of them.

il TINE
Time is of the essence in all aspects of this Note and the Loan Documents,
12, SECURITY

This Note and the other Loan Documents, incleding, smong others, the Deed of Trost, wars exscuted by Maker and, if
ncccssary, varions other parties to protect Helder from possfile losses which might rasult € Maker doca not perfarm the abligatinng set
forth in this Note. Tbe Ioan Documents describz how, and vader what condifions, Maker may be required to mabe immediate
payment in firll of 811 sams Meker owes nnder this Note. Some of those conditivns, b not all, are described as follows:

EN ¥ Meker or another party, such as a third party trustor of the Deed of Trust secoring this Notre, sclls, conveys,
iransfbss, assigns, contracts for sale, leases with apiion to prrchase or further encumbers the property securing the Note (ths “Secured
Property™ or any part fhersof, including, but not limited 1o, eny fiwther assignment of the Seoured Property's income, wraparound
MOTIgAZE OF PRTCHass ConTract

b, IfMaker is & limited lizbility company and auy ownership mterest in Maker is sold, conveyed or transfarred;

e, If Maker is a partnerhip &nd any general parinership intersst in Maker is sold, conveyed ¢r tansfersed, eifher
voluntarily or feveluntarily without the prier written consent of Holder; or

a. 1FMaker is a covporation and the controlling interest in Maker is sold, conveyed or transferred.

Upon the oceurrence of any of the ahove or iy other triggering events set forth in e Losn Documents, Holder, at fis option, shatf
have the right to accelerate the sumsg owing wnder the MNote end those sums shiall becoms fnmmmediately dus and payable to Holder. This
provision shall apply to cach and every such sale, comcyance, transfer, leass, epcumbrance or agsignment, regardiess as to wheflier
Holder has consented or ‘waived its Tights i conneetion with any such previons sale, conveyauce, transfer, lease, encumbrangs or
asrignment by Maker. .

13, FROMOTION

Holder chell have the yight {o release information ralated to this Mote and the Loan Documents (“Promotisnal Informetion™),
inofuding, but not limited fo, photegraphs of the Scewred Property, charncteristics of the Secured Froperty, Loan characteristics,
finanoing Terms and espects of underwriting, for advertising, marketing and other promofional purposes, such as commercials,
advartising fliers, teade articles, Intemet releases aad yublic prezentations, Holder dhal} not be held Hable to Maker for the release of
Promotional hformation.
14. GENERAL

o This Note is binding on Maker and Maker's agents, representatives, successors, assigas, beneficiaries and trostees.

b. ‘This Note aod the benefits heregnder are pot assignable or transferable by Maker, Howcoer, Holder may assipn its
rights ynder this Note without prior notice to Melker.

& Malker aclmowledges that Morigages Lad. is Holder's Servicing Ageot
d “This Note shall bs govemed by, construed and enforeed jn ascordances with the Isws of the Stats of Arizons. Maker

hereby submits to the judsdiction of any Arizopa State or Federal Court sitting in the City of Phoenix in any action or procseding
arising out of or relating to this Note, Maker barehy waives the defanss of an inconvenlent forum,

<JioRroEs I
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EXHIBIT A

PROMISSORY NOTE
Delay.Fiox® Mortgnge Line
Loan No, 853106
September 5, 2006
Page 5

e, Mukas, ansd Holdes by ity aceeptaues of this Note, horeby waive Heir rospeotive rights to a trial by jury in any action
or proccoding based upen, ap xeleted to, the sbject matter of thiz Note and ike business relationship that it being established, This
watver is knowingly, intenticnally, volurtarity and imrevoosbly made by Maker and by Holder and Maker acknowlcdges that neither
Hrolder nor sny person acting on bebslf of Holder has made sny representations of fast to inelode this waiver of trixl by jory or has
taken any actions which in auy way modify or awilify ity offeet, Maker and Holder ackoowledge thar thip waiver 8 4 material
inducement to enter into a basiness relationship, that Maker sad holder hava glrezdy relled on this waiver in entering into this Note 2nd
it each of them will conifinue to rely on this wavier in their related fatre deslings,

f This Mote, along with the other Loan Docuwments, sets forth tho entirs agreement and indemtandiog between Maler
end Holder, and sapersedes #l prior agrsements, amwangements and inderstendings, written or oral, batereen Maker and Holdar,

& This Note may he amended, modified, superseded, canceled, renewed or extended and the torms or covanants harcof
may bo waived only by a written instrument executed by Maker, Holder and e Servicing Apent. The failure of Servicing Agent, at
any time or times, to requise performence of 2oy provision of this Note skall in no manner affect the right of the Holder or Servicing
Agent at a later time 1o enforce the same. No waiver by Holder or Servicing Agent of the breach of any term or covenant cantained in
tids Noto, whether by condnot or otherwise, in any ons or more instances, shalt be deemed to be, or conatrved as, = firther or
contimying Swiver by Holder or Strvicing Agent of any suoh bresch, or 2 waiver of the breack of any other tévm. of covenant coatained
in this Nots.

h. If any toem or other provision of this Note or any ofher Lean Docytment is daclared invalid, illegal or incapabls of
being enforeed hy any rals of law or public policy, all other condifions and provisions of this Note shall nevertheless remain in fll
force aad effot.

N WITNESS WHEREOF, this Note has been executed as of the dats set forth on the first page.

MAKER:
Foothilts Pinza XV, L.L.C., an Arfrong limited Hability company

_ By: Aper Froperty Solutions, LI.C., an Artzong lmited Liability cornpany

Tis: Manafer
r-ﬂ-")
By: Douglas A, Dragoo smo oo
H p OPHIRIALS
Tts: Manager PALMIRA MALDNE (4
OTARYPUBLIG-ARZONA. (L
ST MARIGOPA COUNTY ﬁ
STATE OF AZ ol comm. Expia v, 5 2007 1)
COUNTY OF MARICOPA 3

Date of acknowledgement 9-1-ot

Acknowledgement of Douglas A. Dragoo

“This fnstmment waa acknowiedged before me this date by the persons above subseribed and if subscribed in » representative capacity,
then for the principal named and in the capacity indicated,

QMM“—( My commiasion exgires [1-%- 99

Notary Foblic

e I
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