PREFERRED EQUITY GUARANTY ACCEPTABLE TRIGGER EVENTS
(Revised 10-30-2017)

If the provider (“Preferred Equity Investor”) of the equity (“Preferred Equity”) is receiving a guaranty in connection with the Preferred Equity contribution (“Preferred Equity Guaranty”) from a person or entity that is also providing a Guaranty in connection with the Freddie Mac Loan (“Preferred Equity Guarantor”), the Preferred Equity Guaranty may contain the following triggers of the Preferred Equity Guarantor’s obligation under the Preferred Equity Guaranty:  
· The person or entity in control of Borrower (“Manager”) commits gross negligence or willful misconduct.
· Manager or a person named by Preferred Equity Investor as an essential principal of Borrower (“Essential Principal”) commits fraud.

· If the property manager is an affiliate of Manager or any Essential Principal, the property manager commits fraud.
· An Essential Principal dies, retires, is deemed incompetent or is replaced without the consent of Preferred Equity. 

· Manager fails to make a capital contribution required by the operating agreement, joint venture agreement or similar agreement (“Governing Agreement”).
· Manager fails to comply with an approved budget, operating plan or other required administrative protocol of the Governing Agreement.
· Manager fails to comply with the “major decision” provisions in the Governing Agreement which require Preferred Equity Investor’s approval.
· Any legal proceeding is instituted against Manager.
· Manager files for bankruptcy or other creditor’s rights protection.
· Manager fails to apply rents to the ordinary and necessary expenses of operating the Property and paying the debt service.

· Preferred Equity Investor deems any material representation or warranty made to Preferred Equity Investor by Manager to be materially false or misleading as of the date on which such representation or warranty was made.

· An Essential Principal is convicted of a felony.

· Borrower commits a material default under the loan documents for the Freddie Mac Loan which default remains uncured beyond the applicable cure period and which, if left uncured, could cause the Loan to be accelerated.

· Manager fails to cause a distribution of amounts due and payable to Preferred Equity Investor in accordance with the Governing Agreement, provided there was available cash, after payment of debt service, reserves and all operating expenses, to make such distribution.
Preferred Equity Guaranty Acceptable Trigger Events

Preferred Equity Guaranty Acceptable Trigger Events

Page 2

