B 10 (Official Form 10) (12/07)

UNITED STATES BANKRUPTCY COURT Central District of California PROOF OF CLAIM
Name of Debtor: Case Number:
James Chris Gianulias 08-13150

NOTE: This form should not be used tomake a claim for an administrative expense arising afler the commencement of the case. A request for payment ofan
administrative expense may be filed pursuant to 11 U.S.C. § 503.

Name of Creditor (the person or other entity to whom the debtor owes money or property): . O Check this box to indicate that this
California National Bank claim amends a previously filed
Name and address where notices should be sent: claim.
Joshua D, Wayser .
Katten Muchin Rosenman LLP - | Court Claim Number:
2029 Century Park East (If known)
Los Angeles. California 90067-3012
Telephone number: ]
1 (310) 788-4400 Filed on:
‘| Name and address where payment should be sent (if different from above): O 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.
Telephone number: O Check this box if you are the debtor
: or trustee in this case,
1. Amount of Claim as of Date Case Filed: $ 21.553,014.25 5. Amount of Claim Entitled to
] Priority under 11 U.S.C. §507(a). If
{ It all or part of your claim is secured, complete item 4 below; however, if all of your claim is unsecured, do not complete any portion of your claim falls in
item 4. one of the following categories,
check the box and state the
If all or part of your claim is entitled to priority, complete item 5. amount. )

0 Check this box if claim includes interest or other charges in addition to the principal amount of claim. Attach itemized | Specify the priority of the claim,
statement of interest or charges.
L Domestic support obligations under

2. Basis for Claim: i ] 1 U.S.C. §507(a)(1)(A) or (a)(1)}(B).
(See instruction #2 on reverse side.) )
3. Last four digits of any number by which creditor identifies debtor: O Wages, salaries, or commissions (up
to $10,95_0*) earned within 180 days
3a. Debtor may have scheduled account as: . bef'oye filing of the bankruptcy X
(See instruction #3a on reverse side.) : petition or cessation of the debtor’s

business, whichever is earlier— 11

4. Secured Claim (See instruction #4 on reverse side.) US.C. §507 (ad)

Check the appropriate box if your claim is secured by a lien on property or a right of setoff and provide the requested

information. T
0 Contributions to an employee benefit

Nature of property or right of setoff: O Real Estate 3 Motor Vehicle 1 Other plan—11 US.C. §507 (a)(5).

Describe: O Up to $2,425* of deposits toward

Value of Property:$ Annual Interest Rate__ % purchase, lease, or rental of property

— or services for personal, family, or
Amount of arrearage and other charges as of time case filed included in secured claim, ?:)‘(';;‘hold use—11US.C. §507
i 2 Basi tion:
ifany:§ asis for perfection O Taxes or penalties owed to
Amount of Secured Claim: $_ _ Amount Unsecured: $ governmental units — 11 US.C. §507

@®).

O Other — Specify applicable paragraph
of 11 U.S.C. §507 (a)(_).

| 6- Credits: The amount of all payments on thi§ claim has been credited for the purpose of making this proof of claim,

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

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

Amount entitled to priority:

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

* : i
] SCANNING. '‘Amounts are subject to adjustment on

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

If the documents are not available, please explain: the date of adjustment

FOR COURT USE ONLY

Dat . Signature: The person filing this claim must sign it. Sign and print name and title, if any, of the creditor or
i1 C ,) Y other person authorized to file this claim and state address and telephone number if different from the notice
' ! address above. Attach copy of power of attorney, if any.

W e S5\ WQ‘QBV‘.COUN‘“J

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



Exhibit 1
Murietta 180 Apartments, LP
Claim $1,691,400.24



RIDER TO PROOF OF CLAIM OF CALIFORNIA NATIONAL BANK
L Basis for Claim.
The Claim of California National Bank ("Cal National"), against James Chris Gianulias
(the "Debtor") arises from obligations due and owing under that certain Guaranty Agreement
dated November 2, 2004 (as amended, modified, and/or supplemented, the "Cal National
Guaranty"), guarantying that certain Loan Agreement dated November 2, 2004 (as amended,

modified, and/or supplemented, the “Loan Agreement”) by which Cal National lent Murietta 180

Apartments, LP (the "Borrower") the stated principal amount of $4,946,500. Pursuant to the
terms of the Cal National Guaranty, the Debtor unconditionally guaranteed all of the obligations
of the Borrower under the loan.

On January 28, 2008, Cal National, as plainﬁff, filed that certain Complaint for (i)
Judicial Foreclosure; (ii) Specific Performance for Appointment of a Receiver; and (iii) Breach
of Written Guaranty in the Superior Court of the State of California for the County of Riverside,
Case No. RIC 491667. On April 24, 2008, R.E.F.S. Inc., (“Trustee”) sold the property at public
auction for $5,062,500.

1I. Amount of Indebtedness Existing at Petition Date.

As of June 6, 2008 (the "Petition Date"), at least $1,691,400.24 was due and owing by
the Debtor, as Guafantor, to Cal National for loans made under the Loan Agreement to the
Borrower, inclusive of accrued and unpaid interest and fees and expenses incurred in connection
therewith, as provided for under the Loan Agreement. This total amount consists of the amounts

set forth on the itemized statement attached hereto as Exhibit A.



III. Supporting Documents.

The documents evidencing Cal National’s claim are attached hereto as Exhibit B.
IV. Amendments.

Cal National reserves its right to amend and supplement this Proof of Claim or to file
additional Proofs of Claim for additional claims, including, without limitation, claims for interest
accruing after the Petition Date, administrative expenses, and/or other claims entitled to priority

and any and all other claims at law or in equity.



EXHIBIT A

As of the Petition Date
Balance of loan at Foreclosure Sale at least $6,753,900.24
Amount property sold for at Foreclosure Sale $5,062,500.00

Total Amount of Claim at least $1,691,400.24
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Twstee Sale No. 2007-CA004872:  Loan No. 7600003734  Title Order No. 43-83147-85

TRUSTEE’S DEED UPON SALE
AND BILL OF SALE

APN 913-160-040-4
The undersigned grantor declares; . _
1)-  The Grantee herein was the foreclosing beneficiary: . )

2) ', The amounit of the unpaid debt together with costs was................ - $6,753,900.24
3) The amount paid by the grantes at the trustee salewas.................. $5,062,500.00
4) The documentary transfer tax IS .....eceveeveereeeeeosessssosenn earereuensers $NONE .

5) Said property Is in RIVERSIDE . . .
and R.E.F.8. INC., A CALIFORNIA CORPORATION, as Trustee (herein called Trustes), as the duly -
appointed Trustes or substituted Trustee under the Deed of Trust hereinafter described, does
hereby grant and convey, but without covenant or warranty, express or implied, to MURRIETA

APARTMENTS, LLC, A CALIFORNIA LIMITED LIABILITY COMPANY (herein called Grantee), all-of
its right, title and interest in and to that certain properly situated in the County of RIVERSIDE, State

. of. Califarnia,..described as. follows:...FOR. -LEGAL -DESGRIPTION ‘SEE-EXHIBIT-*A"-ATFACHED -~

HERETO AND MADE A PART HEREOF

Situs: VACANT LAND, , RIVERSIDE, CA
RECITALS: - T . : : ,
This conveyance is made pursuant to the powers conferred upon Trustee by that certain Deed of
Trust dated 11-02-2004 and executed by MURRIETA 180 APARTMENTS LP. » A CALIFORNIA
LIMITED PARTNERSHIP, as Trustor, and Recorded 11-05-2004, Book N/A, Page N/A , Instrument
2004-0880994 of official records of RIVERSIDE County, California, and after fulfillment of the
conditions specified in said Deed of Trust authorizing this conveyance. ' ' .

. Default occurred as set forth in a Notice of Default and Election to Sell which was recorded in the

Office of the Recorder of said County, and such default still existed at the time of sale. . :

All requirements of law regarding the maiﬁng of copies of notices or the hubllcation of a copy of the
Notice of Defauit or the personal delivery of the copy of the Notice.of Default and the posting and
publication of copies of the Notice'of a Sale have been complied with.

- Trustee, in compliance with said Notice of Trustee's Sale and in exercise of its powers under said

Deed of Trust, sold the herein described property at puiblic auction on 08-04-2008. Grantee, being - .



Trustee Sale No.:  2007-CA004872
Loan No.: 7600003734
Title Order No.:  43-83147-65

the highest bidder at said sale, became the purchaser of said property for the amount bid being
$5,062,500.00 in lawiul money of the United States, or by credit bid if the Grantee was the
beneficiary of said Deed of Trust at the time of said Trustee's Sale.

This sale was a unified sale of real and personal property. The undersigned further sells, transfers
and conveys by quitclaim to grantee the personal property security and collateral under that certain
Security Agreement dated 11/02/2004, by and between CALIFORNIA NATIONAL BANK, A
NATIONAL BANKING ASSOCIATION and MURRIETA 180 APARTMENTS L.P. , A CALIFORNIA

* LIMITED PARTNERSHIP and that certain financing statement dated 11/02/2004 and filed in the

"Office of.the Secretary of State as Instrument No. 047003582928 on 11/10/2004 and any

“amendments or modifications to either of them, as described in the Notice of Sale, and set forth
below. Such sale on behalf of the Secured Party is "AS IS, WHERE IS” WITH ALL FAULTS, AND
WITHOUT WARRANTY, EXPRESS OR IMPLIED, OF ANY KIND.

DATE: August 6, 2008

CALIFORNIA CORPORATION, as said Trustee

MELINDA ROWLEY, ASST. \j;r! PRESIDENT"

STATEOF  CALIFORNIA
COUNTY QF ORANGE

On August 6, 2008 béfore me, ELIZABETH BERBER, a Notary Public, personally appeared
MELINDA ROWLEY, wha proved to me on the basis of satisfactory evidence to be the person(s)

""" Wwhose name(s) isfare subscribed to the within instrument and acknowledged 1o me that hefshefthey ~

“executed the same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on
the instrument the person(s), or the entity upon behalf -of which the person(s) acted, executed the
instrument.. ’ " K o ] . '

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and comrect, . i : :

WITNESS my hand and official seal.
3 TN -3 5=, ELIZABETH BERBER
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EXHIBIT B

Continuing Guaranty Agreement dated November 2, 2004 by and among James C.
Gianulias, as Guarantor for the benefit of California National Bank.

Construction Loan Agreement dated November 2, 2004.
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A(CALIFORNIA

NATIONAL BANK CONTINUING GUARANTY

Loan No. 7600003734

The undersigned, JAMES C. GIANULIAS (herein called "Guarantor”}, at the solicitation of MURRIETA

180 APARTMENTS L.P., a California limited partnership (herein called “Borrower”), requests

“ CALIFORNIA NATIONAL BANK (herein called "Lender”) to extend Credit to Barrower. in order to induce
Lender to extend Credit to Borrower, and in consideration of Credit heretofore, now or hereafter granted
to Borrower by Lender, Guarantor agrees as follows: .

1.

4029273

The term “Credit" is used thyoughout this Continuing Guaranty (‘Guaranty’) in its most
comprehensive sense and means and includes, without limitation, any and all loans, advances,
debts, obligations and liabilities of any kind or nature owed by Borrower to Lender, heretofore, now,
or hereafter made, incurred or created, arising from that certain Construction Loan Promissory
Note dated November2, 2004, in the original principal amount of FOUR MILLION NINE
HUNDRED FORTY SIX THOUSAND FIVE HUNDRED DOLLARS ($4,946,500.00), between
Borrower and Lender ("Note”) and the documents and instruments executed by Borrower further
evidencing or securing the obligations evidenced by the Note, whether due or not due, absolute or
contingent, liquidated or unliquidated, determined or undetermined, secured or unsecured, whether
on original, renewed, extended or revised terms (including, without limitation, those evidenced by
new or additional instruments or agreements or those changing the applicable rate of interest or
which release any obligor with respect thereto), whether principal, interest, fees, or expenses,
whether Borrower may be liable individually or jointly with others, whether recovery upon such
indebtedness may be or hereafter becomes barred by any statute of limitations, and whether such
indebtedness may be or hereafter becomes invalid or otherwise unenforceable. In the event a
pefition under the United States Bankruptcy Code is filed by or against Borrower, the term
“Borrower" shall also mean and include Borrower in its status as a debtor, debtor-in-possession
and/or rearganized debtor under the United States Bankruptcy Code,

(a) If there is more than a single entity or person included in the terms "Guarantor” or “Borrower,”
respectively, each reference herein to such terms shall mean any and all, and one or more of such
entities and persons both jointly and severally; and (b) if more than one person or entity executes
this Guaranty, the obligations and liabilities hereunder of Guarantors are and shall be both joint and
several. If Borrower is a corporation, partnership, limited liability company or association, each
reference herein to the term "Borrower” shall include any successor entity to Borrower. if there is
more than one guaranty of the obligations of Borrower, the liabilities of all Guarantors are joint and
several. As used in this Guaranty, neuter terms include the masculine and feminine, and vice
versa.

Unless specified herein to the contrary, Guarantor's liability hereunder shall be unfimited. in
addition to any maximum liability hereunder, Guarantor agrees to bear and be liable to Lender for
the interest and expenses enumerated in paragraph 21 hereof. Notwithstanding the foregoing,
Lender, atits discretion, may allow Credit to exceed Guarantor's maximum liability hereunder. Any
payment by Guarantor shall not reduce the maximum obligation of Guarantor hereunder unless
written notice to that effect is actually received by Lender at or prior to the time of such payment.
Any payment received by Lender from Borrower, from any other person or from proceeds of
collateral granted by Borrower or any other person shall not reduce Guarantor's maximum liability
hereunder. .

Subject to any maximum dollar limitation on Guarantor's liability as may be specified in this
Guaranty, Guarantor unconditionally guarantees and agrees to pay to Lender, upon Borrower's
default in payment of the Credit and Lenders demand, in lawful money of the United States of
America, an amount equal to the amount of the Credit not paid by Borrower, and to otherwise
perform any obligations of Borrower undertaken pursuant to any Credit. This Guaranty is a
guaranty of payment and not of collection. No payment received by Lender from Borrower or any

s EXHBIT(5)
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other person or from proceeds of collateral granted by Borrower or any other person shafl reduce
Guarantor's maximum liability hereunder.

Either before or after revocation hereof, Guarantor authorizes Lender at its sole discretion, with or
without notice, and without affecting Guarantor's continuing liability hereunder, from time to time to
(a) change the time or manner of payment of any Credit by modification, renewal, extension,
acceleration or otherwise, (b) amend or change any other provision of any Credit including the rate
of interest thereon, (c)accept partial payment on any Credit, (d) accept new or additional
instruments, agreements or documents relative to any Credit, () release, substitute or add one or
more endorsers, cosigners or guarantors for any Credit, (f) enter into forbearances with Borrower
even though the result of such forbearance is to increase the amount of accrued and unpaid
interest, cost, fees andfor expenses attributable to the Credit, (g) amend or modify the terms of any
guaranty executed by a co-guarantor, including the maximum liability thereunder, (h) obtain
coliateral for the payment of any Credit and/or any guaranty thereof, ()) waive, release, exchange,
substitute, or modify, in whole or in part, existing, after-acquired or later acquired collateral securing
payment of the Credit or any guaranty therefor on such terms as Lender at its sole discretion shall
determine, (j} subordinate payment of all or any part of the Credit to other creditors of Borrower or
other persons on such terms as Lender deems appropriate, (k) apply any sums received from
Borrower, any other guarantor, endorser or cosigner or from the sale or collection of collateral or its
proceeds to any indebtedness whatsoever in any order and regardless of whether or not such
indebtedness is guaranteed hereby, is secured by colfateral, or is due and payable, (i) without
limiting the foregoing, apply any sums received from Guarantor or from the sale of collateral
granted by Guarantor to any, all, or any portion of the Credit in any. order regardiess of whether or
not the Credit is secured by collateral or is due and payable, and (m) exercise any right or remedy
it may have with respect to any Credit or any collateral securing any Credit, this Guaranty or any
other guaranty, including, without limitation, bidding and purchasing at any sale of any such
coltateral, and compromising, collecting or otherwise liquidating any collateral or any Credit.

Guarantor acknowledges that Guarantor may have certain rights under applicable law that, if not
waived by Guarantor, might provide Guarantor with defenses against Guarantors’ liability under this
Guaranty. Among those rights, are certain rights of subrogation, reimbursement, indemnification
and contribution, and rights provided in sections 2787 to 2855, inclusive, of the California Civil
Code. Guarantor waives all of Guarantor’s rights of subrogation, reimbursement, indemnification,
and contribution, and any other rights and defenses that are or may become available to Guarantor
by reason of any or all of California Civil Code sections 2787 to 2855, inclusive, including, without
limitation, Guarantor’s rights:

6.1 To require Lender to notify Guarantor of any default by Borrower, provide Guarantor with
notice of any sale or other disposition of security for any Credit, disclose information with
respect to the Credit, Borrower, or any other guarantor, co-signer or endorser, or with
respect to any collateral;

6.2 That Guarantor's obligation under this Guaranty must be commensurate with that of
Borrower;

6.3  To be discharged based upon the absence of any liability of Borrower, at any time, by virtue
of operation of law, or otherwise, or due to any other disability or defense of Borrower or any
other guarantor, endorser or co-signer;

6.4  To be discharged if any of the terms, conditions or provisions of the Credit are altered in any
respect;

6.5 To be discharged upon acceptance by Lender of anything in partial satisfaction of the Credit,
and/or if Lender designates the portion of the Credit to be satisfied;

402927.3
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6.6 To be discharged upon any modification of the Credit or the release by Lender of Borrower
or any other guarantor, endorser or ¢co-signer;

6.7 To require Lender to proceed against Bbrrower, or any other guarantor, endorser, co-signer,
or other person, or to pursue or refrain from pursuing any other remedy in Lender’s power,;

6.8 To receive the bensefit of or participate in any and all security for repayment andior
performance of the Credit;

6.9 To have any security for the Credit first applied to satisfy or discharge the Credit;

6.10 That any arbitration award rendered against Borrower not constitute an award against
Guarantor;

6.11 To be discharged based upon any failure by Lender to perfect or continue perfection of any
lien, use due diligence to collect all or any part of any Credit, or if recovery against Borrower
becomes barred by any statute of limitations, or if Borrower is not fiable for any deficiency
after Lender realizes upon any collateral; and

6.12 To be discharged dus to the release or discharge of any coliateral for any Credit or guaranty,
or relating to the validity, value or enforceability of any collateral.

Guarantor also waives all rights and defenses that Guarantor may have because the Borrower's
debt is secured by real property. This means, among other things: (1) Lender may collect from
Guarantor without first foreclosing on any real or personal property collateral pledged or assigned
by Borrower; (2} f Lender forecloses on any real properly collateral pledged by the Borrower:
{a) The amount of the debt may be reduced only by the price for which that collateral is sold at the
foreclosure sale, even if the collateral is worth more than the sale price, (b} Lender may collect
from Guarantor even if Lender, by foreclosing on the real properly collateral, has destroyed any
right Guarantor may have to collect from Borrower. This is an unconditional and irrevocable waiver
of any rights and defenses Guarantor may have because Borrower's debt is secured by real
property. These rights and defenses include, but are not limited to, any rights or defenses directly
or indirectly based upon Section 580a, 580b, 580d, or 726 of the California Code of Civil
Procedure.

Guarantor also waives all rights and defenses arising out of an election of remedies by Lender,
even though that election of remedies, such as a nonjudicial foreclosure with respect to security for
a guaranteed obligation, has destroyed Guarantor's rights of subrogation and reimbursement
against the principal by the operation of Section 580d of the California Code of Civil Procedure or
otherwise.

Guarantor walves all presentments, demands for performance, notices of nonperformance,
protests, notices of protest, notices of dishonor, notices of acceptance, notices of the existence,
creation or increase of any hew or additional credit, notice of sale in regard to judicial or non-
judicial foreclosure of real or personal property collateral and all other notices and demands of any
kind or nature whatsoever except as expressly set forth herein.

Notwithstanding any foreciosure of the lien of any security agreements, deeds of trust, mortgages
or other security instruments, with respect to the Credit or any other guaranty, whether by the
exercise of the power of sale contained therein, by any action for judicial foreclosure, or by any
acceptance of a deed or other transfer in lieu of foreclosure, whether or not such method of
foreclosure or transfer in lieu of foreclosure was for a consideration equal to or greater than the fair
market value of the security property, Guarantor shall remain bound under this Guaranty for the
obligations of Borrower to Lender and shall be fiable to Lender for any and all .of the Credit
remaining unpaid after any such foreclosure.

402927.3
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11.  Guarantor represents and warrants to Lender that: (a) Lender has made no representation to

Guarantor in regard to Borrower, the Credit or any matters pertaining thereto, upon which

. Guarantor is relying in giving this Guaranty; and (b} Guarantor has established adequate means

and assumes the responsibility for being and keeping informed of the financial condition of

Borrower and of all other circumstances bearing upon the risk of nonpayment of the credit which

diligent inquiry would reveal, and Lender shall have no duty to advise Guarantor of information
known to Lender regarding such condition or any such circumstance.

12. In addition to all liens upon and rights of setoff against the money, securities or other property of
Guarantor given to Lender by law or atherwise as securlty for this Guaranty, Guarantor hereby
pledges to Lender and grants to Lender a security interest in, and Lender shall have a right of
setoff against, all money, securities and other property of Guarantor now or hereatfter in the
possession of or on deposit with Lender, whether held in a general or special account or deposit or
for safekeeping or otherwise; and each such security interest or right of setoff may be exercised
without demand upon, or notice to, Guarantor. No action or lack of action by Lender with respect to
any security interest or right of setoff or otherwise shall be deemed a waiver thereof, and every
fight of setoff or security interest or ctherwise shall continue in fuil force and effect until specifically
released by Lender in writing. The security interests created hereby shall secure all of Guarantor's
obligations to Lender under this Guaranty or any subsequent guaranty executed by Guarantor.

13, Any and all indebtedness of Borrower now or hereafter owed to Guarantor and all claims of
Guarantor against Borrower, whenever arising, are hereby subordinated to the Credit and assigned
to Lender as additional collateral. If Lender so requests, any note or other instrument evidencing
such indebtedness and all claims of Guarantor against Borrower shall be delivered to Lender, and
such indebtedness and all claims of Guarantor against Borrower shall be collected, enforced and
recelved by Guarantor as trustee for Lender and be paid over to Lender on account of the Credit
but without reducing or affecting in any manner the fiability of Guarantor hereunder. Should
Guarantor fail to collect proceeds of debt owed to it by Borrower and pay the proceeds to Lender,
Lender, as Guarantor's attorney-in-fact may do such acts and sign such documents in Guarantor's
name as Lender considers necessary, at its discretion, to effect such collection, and Guarantor
hereby irrevocably appoints Lender as Guarantor's attorney-in-fact for such purposes. if Borrower
is a corporation, limited fability company or partnership, Guarantor wili not withdraw or accept,
without Lender's prior written consent, any return of any capital invested or equity interest in
Borrower.

14.  Guarantor agrees that to the extent Borrower makes a payment or payments or is credited for any
payment or payments made for the account of or on behalf of Borrower to Lender, which payment
or payments, or any pait thereof, are subsequently invalidated, determined to be fraudulent or
preferential, voided, set aside and/or required to be repaid to any trustee, receiver, assignee or any
other party whether under any Bankruptcy, State or Federal Law, common law or equitable cause
or otherwise, then to the extent thereof, the obligation or part thereof intended to be safisfied
thereby, together with the guaranty thereof hereunder, shall be revived, reinstated and continued in
full force and effect as if said payment or payments had not originally been made by or for the
account of or on behalf of Borrower.

16.  Guarantor agrees that to the extent Guarantor makes a payment or payments or is credited for any
payment or payments made for the account of or on behalf of Guarantor to Lender, which payment
or payments, or any part thereof, are subsequently invalidated, determined to be fraudulent or
preferential, voided, set aside and/or required to be repaid to any trustee, receiver, assignee or any
other party whether under any Bankruplcy, State or Federal Law, common law or equitable cause
or otherwise, then to the extent thereof, the obligation or part thereof intended to be satisfied
thereby, shall be revived, reinstated and continued in full force and effect as if said payment or
payments had not otiginally been made by or for the account of or on behalf of Guarantor.

16, Guarantor's obligations hereunder are not contingent upon and are independent of the obligations
of Borrower, or any other guarantor or surety of the Credit. This Guaranty is not made in

402927.3
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consideration of the liability of any other guarantor or surety of the Credit. The release or death of
any guarantor of the Credit or the revocation of any guaranty shall not release or otherwise affect
the liability of any other non-revoking guarantor. A separate action or actions may be brought and
prosecuted against Guarantor whether action is brought against Borrower or any other guarantor or
whether Borrower or any other guarantor be joined in any such action or actions.

To the maximum extent permitted by law, Guarantor specifically waives the benefit of the statute of
limitations affecting its liability hereunder or the enforcement hereof, or the collection of any Credit,
including, without fimiting the foregoing, any and all special statutes of limitations arising out of
California Code of Civil Procedure sections 580a or 726(b). Any partial payment by Borrower that
operates to toll any statute of limitations as to Borrower shall likewise toll the statute of limitations
as to Guarantor.

Any married person who signs this Guaranty expressly agrees that recourse may be had against
his/her separate property as well as all community property over which that person has a power of
management and control, for all of his/her obligations hereunder. *

Should any one or more provisions of this Guaranty be determined to be illegal or unenforceable,
all other provisions shali remain effective.

Lender may, with or without notice, assign this Guaranty in whole or in part. This Guaranty shall
inure to the benefit of Lender, its successors and assigns, and shall bind Guarantor and
Guarantor's heirs, executors, administrators, representatives, successors and assigns.

Guarantor agrees to pay to Lender, on demand, reasonable attorneys' fees and all other costs and
expenses which may be incurred by Lender in the collection or attempted collection from Borrower
of any Credit and/or in the interpretation, enforcement or attempted enforcement by Lender of this
Guaranty or any coltateral therefor, including, but not limited to, proceedings in any bankruptcy or
other insolvency case or other proceedings touching the Credit or this Guaranty, or both, in any
manner, whether or not legal proceedings or suit are instituted, together with interest thereon at the
rate applicabie to the Credit and including, without limitation, all attorneys’ fees and related costs of
enforcement of any and all judgments and awards and upon any appeal relating thereto.

Guarantor warrants and represents to Lender that:

22.1 Al financial statements and other financial information furnished or to be furnished to Lender
by Guarantor are or will be true and comect and do and will fairly represent the financial
condition of Guarantor (including all contingent liabilities) as of the dates thereof; and

22.2 There has been no material adverse change in Guarantor's financial condition since the
dates of the financial statements and other information furnished to Lender, except as
previously disclosed to Lender in writing.

Lender may declare Guarantor in default under this Guaranty upon the occurrence of any of the
following events:

23.1 Guarantor fails to pay or perform any of Guarantor's obligations under this Guaranty; or

23.2 Any representation or warranty made or given by Guarantor to Lender proves to have been
false or misleading, when made, in any material respect; or

23.3 A petition or action for relief shall be filed by or against Guarantor, pursuant to the Federal
Bankruptcy Code (Title 11, U.S. Codes) in effect from time to time, or under any other law
relating to bankruptcy, insolvency, reorganization, moratorium, creditor composition,
arrangement or other relief from debts; the appointment of a receiver, trustee, custodian or
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liquidator of or for any property of Guarantor; or upon the death, incapacity, insolvency,
dissolution, or termination of the business of Guarantor; or

-23.4 Guarantor revokes or attempts to revoke this Guaranty.

if Borrower is a corporation, limited liabllity company or partnership, LLender need not inquire into
the power of Borrower or the authority of its officers, directors, pariners, agents, members or
managers acting or purporting to act in its behalf, and any Credit granted in refiance upon the
purported exercise of such power or authority is guaranteed hereunder.

Receipt of a true copy of this Guaranty is hereby acknowledged by Guarantor. Guarantor
understands and agrees that Lender's acceptance of this Guaranty shali not constitute a
commitment of any nature whatsoever by Lender to extend, renew or hereafter extend credit to
Borrower. Guarantor agrees that this Guaranty shall be effective with or without notice from Lender
of its acceptance of this Guaranty.

If Guarantor has executed more than one guaranty of Credit owed to Lender, any limits of liability
thereunder and hereunder shall be cumulative, and a subsequent guaranty executed by Guarantor
shall not supersede or replace this Guaranty unless such subsequent guaranty so provides.

GUARANTOR WAIVES ALL RIGHTS TO TRIAL BY JURY IN ANY ACTION OR PROCEEDING
INSTITUTED BY LENDER OR GUARANTOR WHICH PERTAINS DIRECTLY OR INDIRECTLY
TO THIS GUARANTY, THE CREDIT, THE COLLATERAL THEREFOR OR ANY MATTER
ARISING THEREFROM OR RELATING HERETO OR THERETO.

Guarantor waives all rights to interpose any setoffs or counterciaims of any nature in any action or
proceeding instituted by Lender with respect to this Guaranty, the collateral therefor, or any matter
arising therefrom or relating thereto and the posting of any bond which may otherwise be required,
and waives any and all benefits of cross-demands pursuant to section 431.70 of the California
Code of Civil Procedure.

Guarantor hereby irevocably submits and consents to the jurisdiction of any federal or state court
of competent jurisdiction within California in connection with any action or progeeding arising out of
or relating to this Guaranty. In any such litigation, Guarantor consents to service of process by any
means authorized by California or federal law or as otherwise agreed in writing between Lender
and Guarantor.

All rights, remedies, powers and benefits granted to Lender under this Guaranty, the Credit, any
oral or other written agreement or applicable law whether expressly granted or impiied in law or
otherwise, are cumulative and not exclusive, and are enforceable alternatively, successively, or
concurrently on any one or more occasions at Lender’s discretion.

Lender shall not, by any act, delay, omission or otherwise be deemed to have expressly or
impliedly waived any security interest granted to Lender hereunder or Lender's rights, powers
and/or remedies hereunder (including any right of setoff) unless such waiver shall be in writing and
signed by an authorized officer of Lender. Any such waiver shall be enforceable only to the extent
specifically set forth therein. A waiver by Lender of any default, right, power andfor remedy on any
one occasion shail not be construed as a bar to or waiver of any such default, right, power and/or
remedy which Lender would otherwise have on any future occasion whether similar in kind or
otherwise. Any failure by Lender to file or enforce a claim against the estate (whether in
administration, bankruptey, probate or other proceeding) of Borrower or of any others, shall not
affect Guarantor's liability hereunder.

Neither this Guaranty nor any related agreement, document or instrument hor any provision hereof

" or thereof shall be amended, modified or discharged orally or by course of conduct, but only by a
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written agreement signed by an authorized officer of Lender expressly referting to this Guaranty
and fo the provisions so amended, modified or discharged.

33. Lender's books and records showing the account(s) between Lender and Borrower shall be
admissible in evidence in any action or proceeding as prima facie proof of the items set forth
therein. Lender's statements rendered to Borrower, to the extent to which no objection is made
within ninety (90) days after date thereof, shall be deemed conclusively correct and constitute an
account stated absent manifest error, which shall be binding on Guarantor whether or not
Guarantor receives a copy of any such statement or notica thereof,

34. This is a continuing guaranty of the Credit, including those arising after any repayment and
reborrowing and under any successive and future transactions, which may increase, renew or
continue the original Credit. Revocation of this Guaranty, if permitted by applicable law, shall be
effective only upon the close of the next business day after written notice thereof is received by an
officer of Lender by certified or registered mail, return receipt requested at 221 S. Figueroa Street,
Suite 400, Los Angeles, California 90012, or at any other office of Lender designated in a written
notice malled by Lender to Guarantor at its address set forth below. Any such revocation shall be
effective only as to the revoking party and shall not affect that party's obligations with respect to
Credit existing before the revocation became effective or as to any renewals, extensions or
modifications of any Credit, whether such renewal, extension or modification is made prior o or
after revocation, including those evidenced by a new or additional instrument or agreement or
which change the rate of interest on any Credit, or for post-revocation interest and collection
expenses accruing or incurred by Lender with respect thereto. Notwithstanding any revocation
hereof, this Guaranty shall not be terminated until Lender has received indefeasible payment in full
of all Credit which is guaranteed hereby and, in regard to which Credit, Lender no longer has an
outstanding commitment to lend. Credit existing before revocation becomes effective 'shall be
deemed to include, without limitation, all Credit or advances which Lender has committed to make
to Borrower in reliance upon this Guaranty, even though the amount of such Credit or advances
has not been advanced as of the effective date of revocation, and even though Lender may have
defenses or defaults which would relieve it of such commitment, if asserted.

:35.  The provisions of this Guaranty shall be construed and interpreted and all rights ‘and obligations
hereunder determined in accordance with the laws of the State of California,

36. GUARANTOR ACKNOWLEDGES THAT LENDER HAS OR MAY IN THE FUTURE EXTEND
CREDIT TO BORROWER IN RELIANCE ON GUARANTOR'S UNCONDITIONAL PROMISE TO
REPAY ANY AND ALL CREDIT AND LENDER 1S RELYING ON THE WAIVERS, WARRANTIES
AND PROMISES MADE BY GUARANTOR IN THIS GUARANTY. GUARANTOR AGREES THAT
EACH OF THE WAIVERS, WARRANTIES AND PROMISES SET FORTH IN THIS GUARANTY
ARE MADE WITH GUARANTOR'S UNDERSTANDING OF THEIR SIGNIFICANCE AND
CONSEQUENCES AND THAT THEY ARE REASONABLE. IF ANY WAIVERS, WARRANTIES
AND PROMISES ARE DETERMINED TO BE CONTRARY TO ANY APPLICABLE LAW OR
PUBLIC POLICY, SUCH WAIVERS, WARRANTIES AND PROMISES SHALL BE EFFECTIVE TO
THE MAXIMUM EXTENT PERMITTED BY LAW. BEFORE SIGNING THE GUARANTY,
GUARANTOR HAS EITHER SOUGHT THE ADVICE OF COUNSEL TO EXPLAIN THE WAIVERS
OF ITS RIGHTS AND DEFENSES AS STATED HEREIN AND THE EFFECT THEREOF, OR HAS
HAD THE OPPORTUNITY TO SEEK SUCH COUNSEL, AND IN ANY EVENT, INTENDS THIS
GUARANTY TO BE AS UNRESTRICTED AS POSSIBLE. GUARANTOR THEREFORE HAS
CONSCIOUSLY AND INTENTIONALLY WAIVED ALL DEFENSES OF GUARANTOR AND
RIGHTS WHICH COULD EXONERATE GUARANTOR HEREUNDER TO THE FULL EXTENT
PERMITTED BY THE LAWS OF THE STATE OF CALIFORNIA, WHETHER OR NOT EACH AND
EVERY DEFENSE, RIGHT OR WAIVER IS EXPLAINED OR DESCRIBED IN DETAIL IN THIS
GUARANTY.

37. GUARANTOR ACKNOWLEDGES THAT NEITHER LENDER NOR ANY OF LENDER'S
OFFICERS OR EMPLOYEES HAVE MADE ANY PROMISE OR REPRESENTATION, NOT
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INCORPORATED HEREIN, WHETHER ORAL, WRITTEN OR IMPLIED, TO CAUSE
GUARANTOR TO SIGN THIS GUARANTY. GUARANTOR IS NOT SIGNING THIS GUARANTY iN
RELIANCE ON ANY PROMISE, CONDITION OR THE ANTICIPATION OF THE OCCURRENCE
OF ANY EVENT, AND THERE ARE NO ORAL UNDERSTANDINGS, STATEMENTS OR
AGREEMENTS THAT HAVE NOT BEEN INCLUDED IN THIS GUARANTY. GUARANTOR
UNDERSTANDS THAT LENDER HAS THE RIGHT TO ENFORCE PAYMENT OF THE CREDIT
AGAINST BORROWER OR GUARANTOR IN ANY ORDER AND LENDER IS NOT OBLIGATED
TO OBTAIN ANY OTHER OR ADDITIONAL GUARANTORS OF THE CREDIT OR TO TAKE ANY
OTHER COURSE OF ACTION.

38. This Guaranty constitutes the entire agreement between the parties with respect to the subject
matter of this Guaranty, and any and all previous or contemporaneous correspondence,
statements, or agreements by or between the parties hereto with respect to the subject matter of
this Guaranty (but not previous or other guarantees given to Lender by Guarantor) are superseded
hereby. This Guaranty may be modified only by a writlen instrument signed by the parties hereto.

Dated: November 2, 2004
"GUARANTRR

Address: 1105 Quail Street
Newport Beach, California 92660

Telephone: -
TaxIDNo. 558-46-1701
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INCORPORATED HEREIN, WHETHER ORAL, WRITTEN OR IMPLIED, TO CAUSE
GUARANTOR TO SIGN THIS GUARANTY. GUARANTOR IS NOT SIGNING THIS GUARANTY IN
RELIANCE ON ANY PROMISE, CONDITION OR THE ANTICIPATION OF THE OCCURRENCE
OF ANY EVENT, AND THERE ARE NO ORAL UNDERSTANDINGS, STATEMENTS OR
AGREEMENTS THAT HAVE NOT BEEN INCLUDED IN THIS GUARANTY. GUARANTOR
UNDERSTANDS THAT LENDER HAS THE RIGHT TO ENFORCE PAYMENT OF THE CREDIT
AGAINST BORROWER OR GUARANTOR IN ANY ORDER AND LENDER IS NOT OBLIGATED
TO OBTAIN ANY OTHER OR ADDITIONAL GUARANTORS OF THE CREDIT OR TO TAKE ANY
OTHER COURSE OF ACTION.

38. This Guaranty constitutes the entire agreement between the paities with respect to the subject
matter of this Guaranty, and any and all previous or contemporaneous correspondence,
statements, or agreements by or between the parties hereto with respect to the subject matter of
this Guaranty (but not previous or other guarantees given to Lender by Guarantor) are superseded
hereby. This Guaranty may be modified only by a written instrument signed by the parties hereto.

Dated: November 2, 2004

"GUARANTQR"

ianulias

Address: 1105 Quail Street

Newport Beach, California 82660
Telephone:
Tax D No.  558-46-1701
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INCORPORATED HEREIN, WHETHER ORAL, WRITTEN OR IMPLIED, TO CAUSE
GUARANTOR TO SIGN THIS GUARANTY. GUARANTOR IS NOT SIGNING THIS GUARANTY IN
RELIANCE ON ANY PROMISE, CONDITION OR THE ANTICIPATION OF THE OCCURRENCE
OF ANY EVENT, AND THERE ARE NO ORAL UNDERSTANDINGS, STATEMENTS OR
AGREEMENTS THAT HAVE NOT BEEN INCLUDED IN THIS GUARANTY. GUARANTOR
UNDERSTANDS THAT LENDER HAS THE RIGHT TO ENFORCE PAYMENT OF THE CREDIT
AGAINST BORROWER OR GUARANTOR IN ANY ORDER AND LENDER IS NOT OBLIGATED
TO OBTAIN ANY OTHER OR ADDITIONAL GUARANTORS OF THE CREDIT OR TO TAKE ANY
OTHER COURSE OF ACTION.

38. This Guaranty constitutes the entire agreement between the parties with respect to the subject
matter of this Guaranty, and any and all previous or contemporaneous correspondence,
statements, or agreements by or between the parties hereto with respect to the subject matter of
this Guaranty (but not previous or other guarantees given to Lender by Guarantor) are superseded
hereby. This Guaranty may be modified only by a written instrument signed by the parties hereto.’

Dated: November 2, 2004

Address: 1105 Quail Street
Newport Beach, California 82660

Telephone:
TaxIDNo.  558-46-1701
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Loan Ne. 7600003734

CONSENT AND REAFFIRMATION OF GUARANTOR

On or about November 2, 2004, the undersigned has executed and delivered to
CALIFORNIA NATIONAL BANK, a national banking association (“Lender”), a
Continuing (“Guaranty™) dated November 2, 2004 in favor of Lender in consideration of
financial accommodations granted by Lender to MURRIETA 180 APARTMENT, L.P.,a
California limited partnership (“Borrower”). Borrower has requested that Lender agree to
extend the maturity date of that certain Construction Promissory Note (“Note™) dated
November 2, 2004 executed by Borrower in favor of Lender in the original principal
amount of FOUR MILLION NINE HUNDRED FORTY SIX THOUSAND FIVE
HUNDRED AND NO/100THS DOLLARS ($4,946,500.00). The Note’s original
principal amount is reduced to THREE MILLION SEVEN HUNDRED EIGHT
THOUSAND FOUR HUNDRED SEVENTY EIGHT AND 00/100THS DOLLARS
*($3,708,478.00y" (the “New Note Amount”). Lender has agreed to make said
accommodations to Borrower and to modify certain prov1s1ons of the Loan Documents as
defined in the Note and/or other loan documents.

The undersigned hereby (a) confirms receipt of a copy of the within Modification
‘Agreement (No. 1) effective March 23, 2005 (the “Modification™) between Borrower and
Lender; (b) consents to the Modification; and (c) reaffirms its guaranty of the obligations
of Borrower to Lender, as set forth in the Guaranty.

Effective Date: March 23, 2006

*GUARANTOR”

CAMEO HOMES, a California corporation

By:

Jamyes C. Gianulias, President

SSS No. 95-2593087

Address: 1105 Quail Street
Newport Beach, CA 92660

Telephone No.: 299> e51-0995
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GUARANTY AGREEMENT

Loan No. 7600003734

THIS GUARANTY AGREEMENT (“Guaranty”), dated as of September 11, 2006, is hereby
given by JAMES C. GIANULIAS, AS TRUSTEE OF THE JAMES CHRIS GIANULIAS 1998
TRUST (“Guarantor”), to CALIFORNIA NATIONAL BANK, a national banking association
(“Lender”).

RECITALS
A.  MURRIETA 180 APARTMENTS L. P, a California limited partnership
(“Borrower”), has previously obtained a construction loan from Lender (the “Loan”) secured by
certain real property located in the City of Murrieta, County of Riverside, California (the

“Property”).

B. The Loan was to aid Borrower in the acquisition of the Property, the construction
thereon of on-site improvements and the additional entitlement thereof. The Loan was originally
in the amount of $4,946,500 (closing on November 3, 2004), was subsequently reduced to
$3,708,478 (in March 2006), and now is the subject of an additional advance in the amount of
$2,091,522, and a maturity extension (from November 1, 2006, to March 1, 2007), which
additional advance and maturity extension (the “Additional Advance and Extension) would not
be granted by Lender to Borrower without Guarantor giving this Guaranty.

C.  The Loan is evidenced by a Construction Loan Promissory Note (the “Note™) dated
November 2, 2004, and governed by a Construction Loan Agreement dated November 2, 2004 (the

" “Loan Agreement”), and is secured by the lien of that certain Construction Deed of Trust,

Assignment of Leases and Rents, Security Agreement and Fixture Filing dated November 2, 2004,
and recorded on November 5, 2004, as Instrument No. 04-880994 of Official Records, Riverside
County, California (“Deed of Trust”) encumbering the Property. Said documents were amended by
that certain unrecorded Modification Agreement (No. 1) dated March 23, 2006, and are being
further amended by that certain Modification Agreement No. 2 of even date herewith, and the Deed
of Trust is being amended by that certain First Amendment to Deed of Trust of even date herewith,
to be recorded in the Official Records of Riverside County, California. The Loan is further
evidenced and secured by additional documents given and entered into in connection therewith
(“Loan Documents™), including the Continuing Guarantees given by James C. Gianulias and
Cameo Homes, dated November 2, 2004 (“Existing Guarantors™), and references in this
Guaranty to “any other guarantors” shall be deemed to include the Existing Guarantors.

D. Lender is willing to grant the Additional Advance and Extension, but only if,

among other conditions, it receives this Guaranty from Guarantor, and the giving of this
Guaranty to Lender is a material inducement to Lender in making the Additional Advance and
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Extension. Accordingly, Guarantor, who is affiliated with Borrower and will receive a direct and

substantive benefit from the Additional Advance and Extension, desires to enter into this
Guaranty to induce Lender to grant the Additional Advance and Extension.

NOW, THEREFORE, in consideration of the foregoing recitals and other good and
valuable consideration, the receipt and sufficiency of which is hereby acknowledged, Guarantor
hereby agrees as follows:

I. Guaranty.

a. Guarantor hereby unconditionaily and independently of any liability of Borrower
guarantees and agrees to pay to Lender, without any requirement whatsoever of resort by Lender
to any other party, including Existing Guarantors, all amounts owing to Lender under the Note,
the Loan Agreement, the Deed of Trust, and any other instruments or documents evidencing or
securing the Loan (the “Indebtedness™). Guarantor further guarantees to Lender the timely
performance of each and every obligation of Borrower under the Note, the Loan Agreement, the
Deed of Trust, and the Loan Documents. This Guaranty is not limited to the amounts
representing the Additional Advance, but applies to all the entire Indebtedness,

b. If Borrower fails to perform any or all of the matters specified in Section 1(a),
above, on or before the times such matters are to be done by Borrower, Guarantor shall promptly,
and whether or not notice thereof is received from Lender, do, at Guarantor’s expense, any such
matter which Borrower has failed to do or pay.

c. If Guarantor fails to make such payments or perform such obligations promptly,
Lender may pursue any remedies at law or in equity against Guarantor, without having o proceed
first against Borrower, and Guarantor shall be jointly and severally liable to Lender for all
expenses, including reasonable attorneys' fees incurred by Lender, and all amounts paid by
Lender in taking any such action.

d The obligations of Guarantor hereunder are joint and several with the Borrower,
and independent of the obligations of Borrower, and a separate action or actions may be brought
and prosecuted against Guarantor whether action is brought against Borrower or any other
guarantor or whether Borrower or any other guarantor are joined in any such action or actions.
Guarantor acknowledges that there are no conditions precedent to the effectiveness of this
Guaranty, and that this Guaranty is in full force and effect and is binding on Guarantor as of the
date written below, regardless of whether Lender obtains collateral or similar guaranties from
others or takes any other actions contemplated by Guarantor,

2. Authorizations to Lender.

Guarantor authorizes Lender, without notice to or the consent of Guarantor, at any time
and from time to time, either before or after the maturity of the Note, (a) with consent of
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Borrower, to amend any provision of the Note, the Loan Agreement, the Deed of Trust, or any
other documents evidencing or securing the Loan from Lender, including any change in the
interest rate therein or any change in the time or manner of payment thereunder, or (b) to make
any agreement with Borrower for the extension, payment, compounding, compromise, discharge
or release of any provision of the Note, the Loan Agreement, the Deed of Trust, or any other
documents evidencing or securing the Loan from Lender, or for any modification of the terms
thereof. Without limiting the generality of the foregoing, Lender is expressly authorized to
surrender to Borrower, or to deal with or modify the form of| any security which Lender may at

any time hold to secure the performance of any obligation hereby guaranteed, and the guaranties
herein made by Guarantor shall not be impaired or affected by any of the foregoing.

3. Representations and Warranties of Guarantor.

Guarantor represents and warrants that: (a) this Guaranty is executed at Borrower’s
request; (b) Lender has made no representation to Guarantor as to the creditworthiness of
Borrower; and (c) Guarantor has established adequate means of obtaining from Borrower on a
continuing basis financial and other information pertaining to Borrower’s financial condition.
Guarantor agrees to keep adequately informed by such means of any facts, events or
circumstances which might in any way affect Guarantor’s risks hereunder, and Guarantor further
agrees that Lender shall have no obligation to disclose to Guarantor information or material
acquired in the course of Lender’s relationship with Borrower. -

4, Guarantor’s Waivers.

‘ a Guarantor waives any right to require Lender to: (a) proceed against any person,
‘including Borrower; (b) proceed against or exhaust any security held from Borrower, any other
guarantor or any other party; (c) give notice of the terms, time and place of any public or private
sale of personal property security held from Borrower or otherwise to comply with Section 9504
of the California Uniform Commercial Code; (d) pursue any other remedy in Lender's power
whatsoever; or (¢) make any presentments, demands for performance, or give any notices of
nonperformance, protests, notices of protests or notices of dishonor in connection with any
obligations or evidences of the Indebtedness guaranteed hereunder.

b. Guarantor waives any defense arising by reason of: (a) any disability or other
defense of Borrower, any other guarantor or any other person; (b) the cessation from any cause
whatsoever, other than payment in full, of the obligations of Borrower, any other guarantor or
any other person; (¢) the application by Borrower of the proceeds of the Note for purposes other
than the purposes represented by Borrower to Lender or intended or understood by Lender or
Guarantor; (d) any act or omission by Lender which directly or indirectly results in or aids the
discharge of Borrower or the Note or other Loan Documents by operation of law or otherwise; or
(e) any modification of the Note or other Loan Documents, in any form whatsoever, including
without limitation the renewal, extension, acceleration or other change in time for payment of the
Indebtedness, or other change in the terms of the Note, the other Loan Documents or any part
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thereof, including increase or decrease of the rate of interest thereon. Until the Indebteduness
shall have been paid in full, Guarantor shall have no right of subrogation. Guarantor waives any
loss of rights Guarantor may suffer by reason of any rights, powers or remedies of Borrower in
connection with any anti-deficiency laws or any other laws limiting, qualifying or discharging
Borrower’s obligations under the Note (including without limitation Sections 726 and 580d of the
California Code of Civil Procedure as from time to time amended). In addition, Guarantor
waives all rights and protections of any kind which Guarantor may have for any reason which
would affect or limit the amount of any recovery by Lender from Guarantor following a
nonjudiciat or judicial foreclosure of any security for the Indebtedness, including, without
limitation, the right to any fair market value hearing pursuant to Section 580a of the California
Code of Civil Procedure. Until the Indebtedness shall have been paid in full, Guarantor further
waives any right to enforce any remedy which Lender now has or may hereafter have against
Borrower, any other guarantor or any other person, and waives any benefit of, or any right to
participate in any security whatsoever now or hereafter held by Lender.

c. Guarantor waives all rights and defenses that Guarantor may have because
Borrower’s debt is secured by real property. This means, among other things: (1) Lender may
collect from Guarantor without first foreclosing on any real or personal property collateral
pledged by Borrower; (2) if Lender forecloses on any real property collateral pledged by
Borrower: (a) The amount of the Indebtedness may be reduced only by the price for which that

-collateral is sold at the foreclosure sale, even if the collateral is worth more than the sale price;
(b) Lender may collect from Guarantor even if Lender, by foreclosing on the real property
collateral, has destroyed any right Guarantor may have to collect from the Borrower. This is an
unconditional and itrevocable waiver of any rights and defenses Guarantor may have because
Borrower’s debt is secured by real property. These rights and defenses include, but are not

‘limited to, any rights or defenses based upon Section 5802, 580b, 580d, or 726 of the California
Code of Civil Procedure. Guarantor further waives all rights and defenses arising out of an
election of remedies by Lender, even though that election of remedies, such as a nonjudicial
foreclosure with respect to security for a gnaranteed obligation, has destroyed the Guarantor’s
rights of subrogation and reimbursement against Borrower by the operation of Section 580d of
the California Code of Civil Procedure or otherwise. Guarantor specifically waives any and all
defenses and rights that may be waived pursnant to Union Bank v. Gradsky (1968) 265 Cal.App.
2d 40, and any cases, statutes or authority subsequently interpreting such deeision.

d Guarantor waives any and all rights of subrogation, reimbursement,
indemnification, and contribution and any other rights and defenses that are or may become
available to Guarantor by reason of Sections 2787 to 2855, inclusive, and 3433 of the California
Civil Code.

e Guarantor waives any defense or benefits arising out of any voluntary or
involuntary filing by or on behalf of Borrower for protection under any federal or state
bankruptcy, insolvency, or debtor relief laws, including, without limitation, under Sections 364
or 1111(b)(2) of the United States Bankruptcy Code.
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f. Guarantor acknowledges and waives the suretyship rights and defenses set forth in
Califomnia Civil Code Section 2856, each and all of the provisions of which are incorporated
herein by this reference as if set forth in full.

g Guarantor waives any right to receive notice of any judicial or nonjudicial sale or
foreclosure of any Deed of Trust securing the Indebtedness, and Guarantor’s failure to receive
any such notice shall not impair or affect Guarantor’s liability thereunder.

h. Guarantor further waives any duty on the part of Lender to disclose to Guarantor
any facts Lender may now have or hereafter acquire concerning Borrower, regardless of whether
Lender has reason to believe that any such facts materially increase the risk beyond which
Guarantor has contemplated hereunder or has reason to believe that such facts are unknown to
Guarantor or has a reasonable opportunity to communicate such facts to Guarantor, it being
understood and agreed that Guarantor is fully responsible for being and keeping informed of the
financial condition of Borrower and of all circumstances bearing on the obligations of Guarantor
under this Agreement.

5. Waiver of Statute of Limitations.

Guarantor waives the benefit of any statute of limitations affecting Guarantor’s liability
hereunder or the enforcement hereof, and agrees that any payment of the Note or other act which
shall toll any statute of limitations applicable thereto shall similarly operate to toll such statute of

limitations applicable to Guarantor’s liability hereunder. The liability of Guarantor hereunder
shall be reinstated and revived, and the rights of Lender shall continue, with respect to any
amount at any time paid on account of the Indebtedness guaranteed hereby, which shall thereafter
be required to be restored or returned by Lender upon the bankruptcy, insolvency or
reorganization of Borrower or for any other reason, all as though such amount had not been paid.

6. Guarantor’s Understandings With Respect to Waivers.

Guarantor warrants and agrees that each of the waivers set forth above are made with
Guarantor’s full knowledge of their significance and consequences, and that under the
circumstances, the waivers are reasonable. If any of said waivers are determined to be contrary
to any applicable law or public policy, such waivers shall be effective only to the maximum
extent permitted by law. Guarantor further understands that all remedies afforded to Lender by
reason of this Agreement are separate and cumulative remedies and none of such remedies,
whether exercised by Lender or not, shall be deemed to be in exclusion of anyone of the other
remedies available to Lender, and shall not in any way limit or prejudice any other legal or
equitable remedy available to Lender.
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Until all of the terms, covenants and conditions of the Loan Documents and this Guaranty
are fully performed, Guarantor shall not be released by any act or thing which might, but for this
paragraph, be deemed a legal or equitabie discharge of a surety (including any act by Lender
which might have the effect of destroying Guarantor’s rights of subrogation against Borrower,
such as in the case of foreclosure), or by reason of any waiver, extension, modification,
forbearance or delay of Lender or its failure to proceed promptly or otherwise, or by reason of
any further obligation or agreement between any then owner of the Property and the then holder
of the Note, the Loan Agreement, the Deed of Trust, and/or any of the other Loan Documents
relating to the payment of any sum secured thereby, or to any of the other terms, covenants and
conditions contained therein, and Guarantor hereby expressly waives and surrenders any defense
to its liability under this Agreement based upon any of the foregoing acts, things, agreements or
‘Walvers.

7. No Release.

8. Subrogation.

If Guarantor shail make payments under this Guaranty, Guarantor shall, to the extent of
such payments, be subrogated to the rights and remedies of Lender under the Note, the Loan
Agreement, the Deed of Trust, and any other Loan Documents, provided, however, that any such
rights of subrogation shall at all times be subordinate as to lien, time of payment, and, in all other
respects, to the amounts owing to Lender under the Note, the Loan Agreement, the Deed of
Trust, and the Loan Documents. Guarantor shall not be entitled to take any action to enforce or

‘receive payment thereof until all sums owing to Lender under, the Note, the Loan Agreement, the
Deed of Trust, and the other Loan Documents have been paid in full.

9, Representations and Warranties.

Guarantor hereby makes the following representations and warranties to Lender as of the
date of this Guaranty.

a Authorization and Validation. The execution, delivery and performance by
Guarantor of this Guaranty (i) is within the powers of Guarantor, (ii) has received all necessary
approvals on behalf of Guarantor, (iii) has received all necessary governmental approvals, and
(iv) will not violate any provisions of law, any order of any court or other agency of government,
or any indenture, agreement or any other instrument to which Guarantor is a party or by which
Guarantor or any of ifs property is bound, or be in conflict with, result in any breach of or
constitute (with due notice and/or lapse of time) a default under any such indenture, agreement or
other instrument, or result in the creation or imposition of any lien, charge or encumbrance of any

~nature whatsoever upon any of its property or assets, except as contemplated by the provisions of
this Agreement. This Agreement, when executed and delivered to Lender, will constitute legal,
valid and binding obligations of Guarantor enforceable in accordance with its terms.
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b. Financial Information. All financial data that has been given to Lender with
respect to Guarantor and the Property (i) is complete and correct in all material respects,
(ii) accurately represents the financial condition of Guarantor and the Property as of the date on
which, and the results of Guarantor’s or the Property’s operations for the period for which, the
same have been furnished, and (iii) has been prepared in accordance with generally accepted
accounting principles or tax accounting principles consistently applied throughout the periods
covered. All balance sheets disclose all known liabilities, direct and contingent, as of their
respective dates. There has been no adverse change in the financial condition of Guarantor since
the date of the most recent of such financial statements given to Lender other than changes in the
ordinary course of business, none of which changes has been materially adverse.

c. No Defaults. Guarantor is a party to no agreement or instrument that will
materially interfere with its performance under this Agreement, and is not, except as otherwise
disclosed or known to Lender, in default in the performance, observance or fulfillment of any of
the material obligations, covenants or conditions set forth in any agreement or instrument to
- which it is a party. '

d. Review of Documents. Guarantor has reviewed, understood and approved all of
the terms and conditions of the Note, the Loan Agreement, the Deed of Trust, and all of the other
Loan Documents and any other documents executed in connection with the Loan, including,
without limitation, this Guaranty, and Guarantor has been afforded the full and fair opportunity to
consult with independent legal counsel of Guarantor’s choice with respect to each and all of such
matters and documents and has done so to the extent deemed appropriate by Guarantor.

€. Litigation. There is not now pending against or affecting Guarantor or the
Property, nor, to the knowledge of Guarantor is there threatened, any claim, investigation, action,
suit or proceeding at law, or in equity, or before any court or administrative agency which, if
adversely determined, would impair or adversely affect the Property or the financial condition or
business operations of Guarantor.

f. Taxes. Guarantor has filed all federal, state, county and municipal income tax
retumns required to have been filed by it, and has paid all taxes which have become delinquent
pursuant to such returns or pursuant to any assessments received by it except as to those
expressly disclosed to Lender in writing and approved by Lender, and Guarantor does not know
of any basis for additional assessment in respect of any such taxes. Guarantor has no knowledge
or any pending assessments or adjustments of its taxes payable with respect to any year.

g Compliance. Guarantor has examined and is familiar with all conditions,
resirictions, reservations and zoning ordinances affecting the Property. The Property will in all
material respects conform to and comply with all of the requirements of said conditions,
restrictions, reservations and zoning ordinances and all construction and installation on the
Property shall conform in ail respects with applicable ordinances and statutes, including
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subdivision laws and environmental impact laws, and shall be in accordance with all
requirements of the regulatory authorities having jurisdiction thereof.

10.  Notices.

All notices, requests, demands, directions and other communications provided for
hereunder must be in writing and must be mailed, telegraphed, delivered or sent by telefacsimile
or cable to the appropriate party at their respective address set forth below or, as to any party, at
any other address as may be designated by it in a written notice sent to the other parties in
accordance with this paragraph. If any notice, request, demand, direction or other
communication is given by mail, it shall be effective two (2) days after it is deposited in the mail
with first class or air mail postage prepaid; if given by telegraph, when delivered fo a telegraph
company with charges prepaid; if given by telefacsimile, when sent; or if given by personal
delivery or by overnight nationally marketed courier services (e.g., Federal Express or Airborne),
when delivered. Notices are to be sent as follows:

If to Guarantor: JAMES C. GIANULIAS
1105 Quail Street
Newport Beach, CA

If to Lender: CALIFORNIA NATIONAL BANK
. 1301 Dove Street, Suite 101
Newport Beach, CA 92660-2458

11.  Payment by Borrower.

Notwithstanding anything herein contained, this Guaranty shall become null and void if
Borrower shall pay to Lender in full the amount of the Indebtedness then owing to Lender, or its
successors or assigns; provided that if all or any part of such payment or performance is avoided
or recovered directly or indirectly from Lender as a preference, frandulent transfer or otherwise
under the Federal Bankruptcy Code or any other federal or state laws, then this Agreement shall
be reinstated and shall remain in full force and effect.

12.  Costs, Expenses and Attorneys’ Fees.
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All payments, advances, charges, costs and expenses, including reasonable attorneys’
fees, made or incurred by Lender in the enforcement of this Guaranty or in the collection of the
Note, or in connection with any case, action, proceeding or claim under Chapter 7, 11 or 13 of
the Federal Bankruptcy Code, regardless of whether commenced, filed or concerning Guarantor
or Borrower, shall be paid by Guarantor immediately and upon demand, together with interest at
a rate per annum equal to the interest rate specified in the Note.

13.  Context and Construction; Obligations of Married Persons.

When the context and construction so require, all words used in the singular shall be
deemed to have been used in the plural and the masculine shall include the feminine and neuter.
Any married person who signs this Guaranty agrees that recourse may be had against separate
property for all obligations under this Guaranty.

14. Governing Law; Venue.

This Guaranty is and shall be deemed to be a contract entered into and pursuant to the
laws of the State of California and shall in ait respects be governed, construed, applied and
enforced in accordance with the laws thereof. Guarantor hereby consents to venue for purposes
of any action brought by Lender under this Agreement in any court located in the County of
Orange, State of California.

'15.  Binding Effect.

This Guaranty shall inure to the benefit of Lender and its successors and assigns and shall
be binding upon the heirs, personal representatives, successors and assigns of Guarantor.

16.  Severability.

Should any one or more of the provisions of this Agreement be determined to be illegal,
invalid or unenforceable, all other provisions of this Agreement shall remain in effect as if the
provision(s) determined to be illegal, invalid or unenforceable did not exist.

17.  Arbiteation.

EXCEPT AS SPECIFICALLY PROVIDED HEREIN, ALL DISPUTES, CLAIMS, OR
CONTROVERSIES (WHETHER SOUNDING IN TORT OR CONTRACT OR BASED UPON
A STATUTE) (HEREINAFTER “CLAIMS”) ARISING OUT OF, BASED UPON, OR
RELATING TO THIS GUARANTY SHALL BE SUBMITTED TO BINDING ARBITRATION
BEFORE A RETIRED JUDGE OF JAMS/ENDISPUTE IN ORANGE COUNTY,
CALIFORNIA, PURSUANT TO THE JAMS/ENDISPUTE COMPREHENSIVE
ARBITRATION RULES AND PROCEDURES. JUDGMENT UPON THE ARBITRATION
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AWARD MAY BE ENTERED IN ANY COURT HAVING JURISDICTION THEREOF AND
SHALL BE FINAL, BINDING, AND NON-APPEALABLE. NOTWITHSTANDING THE
FOREGOING, THIS CLAUSE SHALL NOT:

(A) LIMIT OR PROHIBIT LENDER FROM BRINGING ANY ACTION IN ANY
COURT OF COMPETENT JURISDICTION FOR INJUNCTIVE RELIEF; FOR
APPOINTMENT OF A RECEIVER; FOR PROVISIONAL REMEDIES, INCLUDING
TEMPORARY PROTECTIVE ORDERS AND WRITS OF ATTACHMENT; OR FOR
JUDICIAL FORECLOSURE; AND THE FILING OF SUCH ACTIONS BY GUARANTOR
SHALL NOT

(D  CONSTITUTE A WAIVER OF THIS ARBITRATION PROVISION; OR

(I LIMIT THE COURT FROM REFERRING AS MUCH OF THE CLAIMS
IN THE ACTION TO ARBITRATION AS POSSIBLE;

. (B) LIMIT OR PROHIBIT LENDER FROM EXERCISING ANY OF ITS RIGHTS
AS LENDER UNDER THIS GUARANTY, THE NOTE, THE LOAN AGREEMENT, THE
DEED OF TRUST, OR UNDER ANY OTHER LOAN DOCUMENTS INCLUDING,
WITHOUT LIMITATION, THE INVOCATION OF THE POWER OF SALE UNDER ANY
DOCUMENT SECURING THE NOTE OR THIS GUARANTY, EXERCISING ANY RIGHTS
RELATING TO PERSONAL PROPERTY, INCLUDING TAKING OR DISPOSING OS SUCH
PROPERTY WITH OR WITHOUT JUDICIAL PROCESS UNDER ARTICLE 9 OF THE
CALIFORNIA UNIFORM COMMERCIAL CODE, OR THE USE OF ANY SET-OFF OR LIEN
RIGHTS;

(C) APPLY TO CLAIMS UNDER THE ENVIRONMENTAL INDEMNITY
AGREEMENT GIVEN IN CONNECTION WITH THE LOAN, WHICH CLAIMS MAY BE
FILED IN ANY COURT OF COMPETENT JURISDICTION.

THE ARBITRATOR SHALL HAVE NO RIGHT OR POWER TO ENJOIN OR
RESTRAIN ANY ACT OF ANY PARTY. N

THIS ARBITRATION PROVISION SHALL BE DEEMED TO BE SELF-EXECUTING
AND IN THE EVENT THAT GUARANTOR FAILS TO APPEAR AT ANY PROPERLY
NOTICED ARBITRATION PROCEEDING, AN AWARD MAY BE ENTERED AGAINST
GUARANTOR NOTWITHSTANDING GUARANTOR’S FAILURE TO APPEAR.

THE ARBITRATOR IS SPECIFICALLY AUTHORIZED TO, AND AS
APPROPRIATE, SHALL, RECOMMEND OR AWARD TO THE PREVAILING PARTY IN
THE ARBITRATION PROCEEDINGS ITS REASONABLE ATTORNEYS’ FEES AND
COSTS, INCLUDING, WITHOUT LIMITATION, JAMS/ENDISPUTE ADMINISTRATION
FEES AND THE ARBITRATOR’S FEES. THE PREVAILING PARTY SHALL ALSO BE
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ENTITLED TO RECOVER THE REASONABLE ATTORNEYS’ FEES AND COSTS IT
INCURS IN CONNECTION WITH THE CONFIRMATION OF THE AWARD AND ANY
PROCEEDINGS REQUIRED TO ENFORCE A JUDGMENT BASED ON THE AWARD.

BY EXECUTING THIS GUARANTY, GUARANTOR DOES HEREBY WAIVE TO
THE FULLEST EXTENT POSSIBLE, GUARANTOR’S RIGHT TO JURY TRIAL UNDER
THE UNITED STATES CONSTITUTION, THE CONSTITUTION OF THE STATE OF
CALIFORNIA AND ALL APPLICABLE STATUTES, AND SUCH WAIVER SHALL
EXTEND TO ANY AND ALL CLAIMS, REGARDLESS OF WHETHER SUCH CLAIMS
ARE ULTIMATELY ARBITRATED PURSUANT TO THIS PROVISION OR DECIDED
THROUGH JUDICIAL PROCEEDINGS.

Lender’s Initials

18.  Entire Agreement; Amendments.

This Guaranty embodies the entire agreement of Guarantor and Lender with respect to the
matters set forth herein, and supersedes all prior or contemporaneous agreements (whether oral or
written) between Guarantor and Lender with respect to the matters set forth herein. No course of
prior or subsequent dealing between Guarantor and Lender shall be used to supplement, modify
or vary the terms hereof, and no term or provision of this Guaranty may be changed, waived,
revoked, or amended without Lender’s prior written consent.

IN WITNESS WHEREOF, Guarantor hereunder has executed this Guaranty as of the date
first above written. ’

ooll g

M Gianulias, as Trustes of the
es Chris Gianulias 1998 Trust
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AFFIRMATION AND MODIFICATION OF CONTINUING GUARANTY

Loan No. 7600003734

This Affirmation and Modification of Continuing Guaranty, dated as of September
11, 2006 (*Affirmation™), is made by CAMEO HOMES, a California corporation, and JAMES C.
GIANULIAS, individually, (collectively “Guarantors™), in favor of CALIFORNIA NATIONAL
BANK (*Lender”), in connection with that certain Continuing Guaranty, dated November 2,
2004 (“Guaranty”), given by Guarantors to Lender in connection with a loan made by Lender to
MURRIETA 180 APARTMENTS L. P., a California limited partnership (“Borrower”).

WHEREAS, Borrower and Lender have heretofore entered into that certain Construction

Loan Agreement dated September 2, 2004, reflecting a $3,708,478 construction loan to Trustor
(the “Loan”), evidenced by, among other documents, that certain Construction Loan Promissory
Note dated September 2, 2004 (the “Note™), originally in the principal amount of $4,946,500,
reduced to the principal amount of $3,708,478 by that certain Modification Agreement (No. 1)
dated March 23, 2006, and which Modification Agreement (No. 1) extended the maturity date of
the Loan and Note from May 1, 2006, to November 1, 2006. The Loan was to aid Borrower in

" the acquisition of 10 acres of land located in the City of Murrieta, Riverside County, California
(the “Property™), the construction thereon of on-site improvements and the additional entitlement
thereof.

WHEREAS, as a condition to making the Loan, Guarantors executed the Guaranty,
whereby Guarantors guarantead the obligations under the Note and the Loan as more fully set forth
in the Guaranty.

WHEREAS, Borrower has requested that Lender (i) make an additional advance in the
amount of $2,091,522 under the Note and Loan (the “Additional Advance™), bringing the total
principal amount of the Loan to an amount of $5,800,000, and (if) grant a four (4) month
extension to the maturity date (the “Extension™) from November 1, 2006, to March 1, 2007, and,
as a condition to making the Additional Advance and the Extension, among other conditions,
Lender has required that Guarantors affirm their obligations under the Guaranty and
acknowledge and consent to the Additional Advance and the Extension.

NOW, THEREFORE, the Guaranfors agree as follows:

1. Each Guarantor hereby affirms that the terms, covenants, conditions, and
obligations under the Guaranty remain binding on each Guarantor, and the Guaranty remains in
full force and effect, notwithstanding Modification Agreement No. 1, and the Additional
Advance and the Extension, as reflected in that certain Modification Agreement No. 2, of even
date herewith.

2. Each Guarantor hereby acknowledges and consents to the Additional Advance,
the Extension, Modification Agreement No. 2, and each and every other document entered into
in connection with the Additional Advance and Extension, and acknowledges and agrees that
Guarantor’s obligations under the Guaranty now extend to all obligations under the Loan as

EXHIRIT(11)
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modified by the Modiﬁcb Agreement (No. 2), specifically inle the increase of the
maximum Loan amount to the sum of $5,800,000, and agrees that the Guaranty be and is
modified to so reflect.

IN WITNESS WHEREOQF, Guarantors have executed this Affirmation as of the date first
hereinabove written.

GUARANTORS:

CAMEQ HOMES, a California
corporation

BY —g-’

s C. Gianulias, President

C. Gianulias, Individually



AFFIRMATION OF GUARANTY AGREEMENTS AND
ENVIRONMENTAL INDEMNITY AGREEMENTS

Loan No.: 7600003734

. 'This Affirmation of Guaranty Agreements and Environmental Indemnity
Agreements (“Affirmation™), dated as of August 13, 2007, is given by CAMEO HOMES, a
California corporation, JAMES C. GIANULIAS, individually, and JAMES C. GIANULIAS, AS
TRUSTEE OF THE JAMES CHRIS GIANULIAS 1998 TRUST (all, collectively “Guarantors™),
in favor of CALIFORNIA NATIONAL BANK, a national banking association (“Lender™), in
connection with a two (2) month maturity extension (the “Extension™) to that certain $5,800,000
loan (the “Loan”) made by Lender to MURRIETA 180 APARTMENTS L.P., a California
limited partership (“Borrower”), which closed on November 5, 2004.

WHEREAS, Lender made the Loan in connection with the acquisition of certain real
property consisting of approximately 10 acres located in the City of Murrieta, Riverside County,
California (the “Property®), and the construction thereon of on-site improvements and the
additional entitlement thereof. .

WHEREAS, Guarantors entered into Guaranty Agreements (dated November 2, 2004, as
to Cameo Homes and James C. Gianulius, individually, and dated September 11, 2006, as to
James C. Gianulias as Trustee) regarding the Loan (“Guaranty Agreements”), and, acting as
Indemnitors, Guarantors entered into Environmental Indemnity Agreements (dated November 2,
' 2004, as to Cameo Homes and James C. Gianulius, individually, and dated September 11, 2006,
as to James C. Gianulias as Trustee) (“Environmental Indemnity Agreements”™) in connection
with the Loan;

WHEREAS, Borrower has requested that the maturity of the Loan be extended from July
1; 2007, to Sepiember 1, 2007 (the “Extension”), to afford Borrower more time to secure
construction financing for the 180-unit apartment development.

WHEREAS, Lender is willing to accommodate Borrower by granting the Extension,
subject to the terms of that certain Loan Extension Agreement of even date herewith, conditioned
upon, among other things, Guarantors affirming their obligations under the Guaranty
Agreements and the Environmental Indemnity Agreements, notwithstanding the granting of the
Extension.

NOW, THEREFORE, the Guarantors agree as follows:

1.  Each Guarantor hereby affirms those certain Guaranty Agreements which each
such Guarantor has previously executed, and acknowledges that the Guaranty Agreements are in
full force and effect, notwithstanding the Extensxon, and that each Guarantor has no defenses to
the enforcement thereof.

2. Each Guarantor, as Indemnitor, hereby affirms those certain Environmental
Indemnity Agreements which each such Guarantor has prevnously executed as Indemnitor, and
" acknowledges that the Environmental Indemnity Agreements are in full force and effect,
noththstandmg the Extension, and that each Guarantor has no defenses to the enforcement

EXHIBIT (1-3)
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- IN WITNESS WHEREOF, Guarantors have executed this Affirmation as of the date
first hereinabove written.

GUARANTORS:

CAMEO HOMES, a California
corporation

C. Gianulias, as Trustee of the
James Chris Gianulias 1998 Trust
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. ‘rrEALIFORNIA

NATIONAL BANK

CONSTRUCTION LOAN AGREEMENT
{Resldential)
Loan No. 7600003734

THIS CONSTRUCTION LOAN AGREEMENT ("Agreement") is entered into as of November 2, 2004, by
and between MURRIETA 180 APARTMENTS L.P., a California limited parinership ("Borrower") and
CALIFORNIA NATIONAL BANK, a national banking association ("Lender”).

RECITALS

This Agreement is executed by Borrower for the purpose of obtaining a loan from Lender, to be
evidenced by a Construction Loan Promissory Note made by Borrower in favor of Lender and secured by,
among other things, a Construction Deed of Trust, Assignment of Leases and Rents, Security Agreement
and Fixture Filing, affecting real property in the County of Riverside, State of California, described on
Exhibit "A" attached hereto and made a part of this Agreement and all improvements now or in the
future erected on such real property, which loan is to assist Borrower in the acquisition and development
of on-site improvements for 10 acres of land which later will be developed as 180 apartment units, located
in the City of Murrieta, Riverside County, California .

NOW, THEREFORE, in consideration of the foregaing recitals, the making of the loan and of the mutual
promises contained in this Agreement, and of other valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the parties agree as follows:

ARTICLE | - DEFINITIONS

11 Definitions. The definitions set forth in the Recilals or elsewhere in this Agreement are
incorporated herein by this reference. For the purposes of this Agreement, the following terms
shall have the following meanings:

“Agreement” shall mean this Construction L.oan Agreement, either as originally executed or as it
may be amended from time to time.

“Agreement to Provide Insurance” shall mean the Agreement to Provide Insurance duly executed
by Borrower in form and content as required by Lender.

"Appraisal’ shall mean an appraisal of the Project performed and prepared for Lender at
Borrower's sole expense by a duly licensed or certified appraiser designated by Lender and
possessing all qualifications required by Lender and applicable Laws, setting forth the
appraiser’s opinion and determination of the fair market value of the Property before construction
of the Improvements, and the fair market value of the Project as though all Improvements
thereon have been completed In full and timely compliance with this Agreement; said Appraisal
shall be prepared in full narrative form meefing all requirements and approaches to value as
shall be necessary or appropriate in order to comply with all customary and generally accepted
appraisal standards within the appraisal industry and in accordance with Lender's requirements
and all applicable Laws govemning Lender's operations.

YArchitect” shall mean KTGY.

“Assignment of Construction Contracts” shall mean the Assignment of Construction Contracts

and Contractor's Consent in form and content acceptable to Lender.
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"Assignment of Plans and Specifications” shall mean the Assignment of Architect's Plans and
Specifications and Architect's Consent in form and content acceptable to Lender.

“Borrower's Equity” shall mean the sum of $782,000.00 in the form of cash equity.

“Borrower's Funds Account” shall mean the funds deposited by Borrower with Lender in an
interest bearing account with Lender and under Lender's sole control.

*Budget” shail mean the detailed Cost Breakdown for the Project attached hereto as Exhibit “B”.

*Commencement Date” shall mean the date by which Borrower must commence construction of
improvements upon the Property, which shall be no later than February 28, 2005 after the later
of (i) recordation of the Construction Deed of Trust, or (ii) planning commission approval of the
Project.

"Completion Date” shall mean the date scheduled for substantial completien-of the ovemnents
as provided in the construction contract, which shall be no later thary.January 31, 2006
. Bl ST r-—/ '
“Construction Deed of Trust” shall mean the Construction Deed of Trust, Assignment of Leases
and Rents, Security Agreement and Fixture Filing dated November 2, 2004 duly executed by
Borrower for the benefit of Lender, as Beneficiary, to secure the Loan and encumbering the
Property and other assets and rights therein provided.

*Construction Hard Costs" shall mean the cost of labor and/or materials incorporated into the
work of improvement for construction of the Improvements, including the cost of shipping and
other transportation, fringe benefits in accordance with labor contracts and the fees, profit and
overhead of the Contractor and Subcontractors actually paid directly as part of the Construction
Contract or Subcontracts.

"Construction Period" shall mean the period of time commencing with Loan Closing and ending
with the completion of construction of the Improvements, which shall not extend beyond the
Completion Date.

*Continuing Guaranty” shall mean the continuing guaranty duly executed by the Continuing
Guarantor, unconditionally and irrevocably guaranteeing payment and performance of
Borrower’s obligations to Lender in connection with the Loan.

*Continuing Guarantor” shall mean, individually and collectively, JAMES C. GIANULIAS and
CAMEO HOMES, a California corporation.

“Contractor” shall mean Lucas Development.

“Cost Breakdown' shall mean the cost of constructing the Improvements, including, without
limitation, the construction hard costs and related costs as more specifically identified in Exhibit
“B” hereto.

*Environmental Indemnity Agreement” shall mean the environmental indemnity agreement by
Borrower in favor of Lender of even date herewith.

*Event of Default” shall mean any of those events specified in Article 13 hereof.

“FF&E" shall mean all furniture, fixtures, machinery, tools, inventory and equipment owned by
Borrower and used, or intended to be used, in connection with the Project.

“Financial Statements” shall mean balance sheets, income statements, reconciliation of capital
structure, statements of sources and applications of funds, and income tax retums, all prepared
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in accordance with GAAP, or such other form as has been previously provided by Continuing
Guarantor to Lender as it relates to Continuing Guarantor and as has been previously provided
by affiliates of Continuing Guarantor as it relates to Borrower.

*Financing Statements” shall mean one or more financing statements (form UCC-1) executed and
given by Borrower to Lender, if required by Lender, covering FF&E, Contract Documents, project
rights, contracts, Loan Funds, fees and all other personal property and/or fixtures included in the
Project.

*Force Majeure” shall mean cessation and/or other delays caused by moratoria or other decisions
of any Governmental Agency, war, riot, stiike, lockouts, fire, earthquake, or other natural
disasters or Acts of God or by similar causes utterly beyond the contro! of Borrower.

*Funds” shall mean the aggregate sum of the Loan Proceeds and the Borrower’s funds held in
the Borrower's Funds Account.

“GAAP" shall mean generally accepted accounting principles consistently applied and maintained
throughout the period indicated and consistent with the prior financial practice of Borrower,
except for changes mandated by the Financial Accounting Standards Board or any similar
accounting authority of comparable standing.

*Grace Period” shall mean the following: (a) with respect to any obligations which requires the
payment of money, a period of 10 days from the date such payment is due; and (b) with respect
to all other obligations, a period of 30 days from the date that performance of such obligation is
due, unless otherwise specified.

‘ *Governmental Agency” or *Government Agency” shall mean any federal, state or local
governmental or quasi-governmental agency, authority, board, bureau, commission, department,
instrumentality or public body, court, administrative tribunal, or public utility.

“Insurance Policies” shall mean any of the policies of insurance specified in Section 4.4 hereof.

“Improvements” shall mean the materials, structures and other improvements and fixtures to be
constructed or installed on the Property, according {o and as described in the Plans and
Specifications, including, but not limited to, off-site and on-site improvements.

.-
" “Intergst Reserve” shall mean that portion of the Funds allocated for payment of interest on the
Not’, as shown in the Cost Breakdown.
“Laws® shall mean, collectively, all federal, state, and local laws, rules, regulations, ordinances
p/@nd codes.

A ‘ shall mean the loan in the maximum principal of FOUR MILLION NINE HUNDRED

o‘“ ,:aJ TY SIX THOUSAND FIVE HUNDRED DOLLAR ($4,946, 500 00), descnbed in the Recitais
\j’ oy and in Article 2 of this Agreement. M
“Loan Documents™ shall mean the Note, Construction Deed of Trust, Financing Statement,
Environmental Indemnity Agreement, this Agreement and such other documents as Lender may
reasonably require Borrower to give Lender as evidence of and/or security for and/or guaranty of

. the Ly.«’“«

h ! "Loan Fee” shall mean the sum of $49,465.00 payable by Borrower to Lender at loan closing.

¢ j,{Y
"Loan Proceeds" shall mean all funds advanced by Lender as a ioan to Borrower under this
Agreement.

404986.3 ’ Page 3 of 29
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IV 'turity B’éte“ shall mean May 1, 2006 as set forth in the Note, at which time the entire principal

. balance of the Loan, plus accrued interest thereon, is and shall be due and payable as provided
ifi this Agreement and the Note, subject to acceleration as provided in the Loan Documents,

*Note” shall mean the Construction Loan Promissory Note of even date herewith in the amount of
the Loan executed by Borrower in favor of Lender to evidence the Loan and bearing interest at
the rate set forth in the Note.

*Organizational Documents” shall mean:
(a) Borrowet's Certificate of Partnership and Partnership Agreement; and

(b) An affidavit of Borrower signed by the Officer or Manager of Borrower, where applicable,
in form and substance satisfactory to Lender affirming the authority of Borrower to
borrow the Loan and enter into the Loan Documents, and affirming the names and
signatures of alf officers or Managers of Borrower authorized to execute documents in
connection with the Loans.

*Permitted Encumbrances” shall mean only those matters' and exceptions to title approved by
Lender shown in the preliminary title report and all supplements thereto of the Title Company
covering the Property.

*Permitted Transfer” shall mean a transfer of the Property to a transferee ("Transferee"), subject
to the following conditions:

(8 The Transferee is a limited parinership in which James C. Gianulias is the owner of
more than 50% of the partnership interests in the Transferee and that the general
pariner of the limited parinership is James C. Gianulias or an entity owned or
managed solely by James C. Gianulias (individually or as a trustee);

{b) The Transferee signs an assumption agresment with respect to the Loan
Documents in a form acceptable to Lender;

()  The limited partnership agreement of the Transferee is acceptable to Lender,

(&)  Borrower provides an endorsement to the Title Policy covering the transfer in a form
acceptable to Lender; and .

f) Payment fo Lender of a fee of $2,500.00.

*Plans and Specifications” shall mean the plans and specifications for the Project prepared by the
Architect, approved by Borrower and Lender, and approved by all governmental authorities
having or claiming jurisdiction over the Property.

“Property” shall mean the real property located in the County of Riverside, Staié of California
described on Exhibit A attached hereto and made a part of this Agreement and all improvements
now of in the future erected on such real property.

“Project” shall mean the aggregate of the Property, the construction and development on the
Property and other related improvements.

*Retentions” shall mean ten percent (10%) of Consfruction Hard Costs approved by Lender
included in each Request for Funds other than the final Request for Funds.

Page 4 of 29




1.2

O o

*Security Documents” shall mean all documents securing the repayment of the indebtedness
evidenced by the Note including without limitation, the Construction Deed of Trust and other
documents described on Section 2.3 hereof.

“Title Company” shall mean FIRST AMERICAN TITLE INSURANCE COMPANY, which shall
issue the Title Policy.

“Title Policy” shall mean an ALTA (LP-10) Lender Loan Policy 1970 Form 1 coverage, written as
such at loan closing and rewritten upon the completion of construction issued by the Title
Company, with liability equal to the full amount of the Loan, in favor of Lender, as insured,
insuring the Construction Deed of Trust to be a valid first lien on the Project subject only to the
Permitted Encumbrances.

Accounting Terms. All accounting terms not specifically defined herein shall be construed in
accordance with Federal Income Tax cash basis consistent with those applied in the preparation
of the Financial Statements referred to in Section 3.3 and all financial data submitted pursuant to
this Agreement shall be prepared in accordance with such principles.

Use of Defined Terms. Any defined terms used In the plural shall include the singular and such
terms shall encompass all members of the relevant class.

Schedules and Exhibits. All schedules and exhibits to this Agreement, either as originally
existing or as the same may from time to time be supplemented, modified or amended, are
incorporated herein by reference.

References. Any raference to this Agreement or any other document shall include such
document both as originally executed and as it may from time to time be supplemented and
modified. References herein to Paragraphs, Sections and Exhibits shall be construed as
references to this Agreement unless a different document is named.

Other Terms. The term “document” is used in its broadest sense and encompass agreements,

certificates, opinions, consents, instruments and other written material of every kind. The terms
“including” and “include” shall mean “including (include), without limitation”

ARTICLE Il - LOAN ACCOMMODATION

The Loan. Borrower agrees to take, and Lender agrees to make, upon the terms and conditions
contained in this Agreement, a loan in the maximum principal sum of FOUR MILLION NINE
HUNDRED FORTY SIX THOUSAND FIVE HUNDRED DOLLARS ($4,946,500.00).

Documents. In order to consummate the Loan, Bommower will hand Lender the foliowing
documents, fully executed, in the form prescribed by Lender, together with any additional
documents, items and funds as Lender may require in connection with this Agreement:

(a) Note;

{b) Continuing Guaranty;

(c) Construction Deed of Trust;

(d) Financing Statement;

(e} Agreement;

4] Cost Breakdown;
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Assignment of Construction Contracts;

Agreement to Provide insurance;

Disbursement Request and Authorization;

Environmental Indemnity Agreement;

Assignment of Plans and Specifications;

Resolution of Corporation which is a Manager and Member in a Limited Liability
Company which is the general partner of Borrower;

Resolution of Corporation Authorizing Officers of Corporation to Guarantee;

Notice to Borrower Property Not in Special Hazard Area;

Hazard Insurance Disclosure;

Partnership Authorization to Borrow;

Title Policy or evidence of a commitment therefor;

If required by Lender, a survey or surveys prepared by a licensed surveyor satisfactory to
Lender, certified to the Title Company and to Lender and ifs successors, nominees, and
assigns, and showing all easements. The survey shall be conducted in compliance with
ALTA standards as applied in California and shall be cedified to the Title Company,
Lender, and Borrower. The Title Policy shall show no blanket exceptions for anything a
survey would show; and

Such additional assignments, agreements, certificates, reports, approvals, instruments,

documents, financing statements, consents, and opinions as Lender may reasonably
request.

Security. The Loan shall be secured by the follbwing, in each case subject only to the Permitted

Encumbrances:

{a)  The Construction Deed of Trust;

(b) The assignments referenced in Section 2.2 above;

©) A first priority perfected security interest in all existing and future tangible and intangible

personal property and/or fixtures relating to the Project owned by Borrower, including, but
not fimited to, the FF&E, as evidenced by the Construction Deed of Trust;

Guaranty. As further support for the repayment of the Loan, Guarantor shall guaranty repayment
thereof, pursuant to the Continuing Guaranty.

Loan Fee. The Loan Fee will be paid by Borrower to Lender at Loan Closing and will be in
addition to all other fees mentioned in this Agreement. The Loan Fee shall be deemed fully
earned and non-refundable when paid, whether or not any Construction Loan Proceeds are
disbursed at any time.
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ARTICLE §ll - REPRESENTATIONS AND WARRANTIES

Borrower represents and warrants to Lender that as of the date of recording the Construction Deed of

Trust:

3.1

3.2

3.3

3.4

3.5

Legal Status. Bomower is a partnership duly organized, validly existing, and in good standing
under the laws of the State of California, and is qualified and licensed to do business in the State
of California and al! other jurisdictions in which such qualification or licensing is required.

Authorization and Validation. The execution, delivery and performance by Borrower of this
Agreement, the Note, and all documents securing the repayment of the indebtedness evidenced
by the Note, including, without limitation, the Construction Deed of Trust and other documents
described above (all documents securing such repayment being coliectively called the "Security
Documents™), and the borrowings evidenced by the Note (a) are within the powers of Borrower,
{b) have received the approval of Borrower's principals, if any, (c) have received all necessary
govermnmental approvals, and (d} will not violate any provisions of law, any order of any court or
other agency of government, or any indenture, agreement or any other instrument to which
Borrower is a party or by which Borrower, or any of its property, is bound, or be in conflict with,
result in any breach of or constitute (with due notice and/or lapse of time) a default under any
such indenture, agreement or other instrument, or result in the creation or imposition of any lien,
charge or encumbrance of any nature whatsoever upon any of its property or assets, except as
contemplated by the provisions of this Agreement. This Agreement, the Note and each of the
Security Documents, when executed and delivered to Lender, will constitute legal, valid and
binding obligations of Borrower enforceable in accordance with their terms.

Financlal Information. All financial data that has been given to Lender with respect to Borrower
and the Property (a) is complete and correct in all material respects, (b} accurately represents the
financial condition of Borrower and the Property as of the date on which, and the results of
Borrower's or the Property's operations for the period for which, the same have been furnished,
and (c)has been prepared in accordance with generally accepted accounting principles
consistently applied throughout the pericds covered. All balance sheels disclose all known
liabilities, direct and contingent, as of their respective dates. There has been no adverse change
in the financial condition of Borrower since the date of the most recent of such Financial
Statements given to Lender other than changes in the ordinary course of business, none of which
changes has been materially adverse -

Plans and Specifications. As portions of the Project progress, copies of the final plans and
specifications for the Project, shall be initialed for identification and delivered to Lender (the
"Plans and Specifications”), prior to commencement of construction and shall be true and correct,
satisfactory to Borrower, and shall have been approved by all Governmental Agencies having or
claiming jurisdiction over the Properly, and have been examined, approved and initialed for
identification by the Confractor. Any construction already performed on the Project has been
performed in accordance with the Plans and Specifications; there are no defects in the Project of
which Borrower has been advised or of which Borrower has notice or knowledge; no violation of
any applicable Laws, or order; and the use of the Project and Property shall not constitute a
violation of any applicable Laws or orders.

No Defauits. Borrower is a not a parly to any agreement or instrument that will materially
interfere with its performance under this Agreement or the Security Documents; and is not in
default in the performance, observance or fulfiliment of any of the materiai obligations, covenants

. or conditions set forth in any agreement or instrument to which it is a party, which default would

36
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have a material and adverse effect upon its abilify to perform under this Agreement or the
Security Documents.

Correct Information. All reports, papers, data and information given to Lender with respect to
Borrower or the Property are accurate and correct in all material respects and complete insofar as
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completeness may be necessary fo give Lender a true and accurate knowledge of the subject
matters thereof. :

Title. Borrower has good and marketable fitle to the Property and good and marketable title to all
fitures and personalty now located on the Property, free and clear of any liens, charges,
encumbrances, security interests and adverse claims whatsoever except as approved in writing
by Lender (or reflected of record at Loan closing).

Yaxes. Borrower has filed all federal, state, county and municipal income tax retumns required to
have been filed by it, and has paid all taxes which have become due prior to delinquency
pursuant to such retums or pursuant to any assessments received by it, and Borrower does not
know of any basis for additional assessment in respect of any such taxes. Borrower has no
knowledge of any pending assessments or adjustments of its taxes payable with respect to any
year,

Utilities. All utility services necessary for the development of the Project and the operation
thereof for its intended purpose are either available at the boundaries of the Project or all
necessary steps have been taken by Borrower to assure the complete construction and
installation thereof, including water supply, storm and sanitary sewer facilities, gas, electric, and
telephone facilities.

Pending Litigation. There is not now pending against or affecting Borrower or the Property, nor,
to the knowledge of Bomower is there threatened any claim, investigation, action, suit or
proceeding at law, or in equity, or before any court or administrative agency which, adversely
determined, would materially impair or affect the Property or the financial condition or business
operations of Borrower.

Unpaid Materialmen. No person, firm or corporation has performed any construction work or
furnished services in connection with any construction carried on or to be carried on at the
Property who or which remains unpaid at the time of execution of this Agreement other than
payments to be made in connection with the advances hereunder.

Agreements and Deposits. Borrower has not received any payment, deposit, rental prepayment
or other amounts of any nature from any occupant or prospective occupant, nor executed any
lease or purchase agreement with any such occupant or prospective occupant, of the Property or
any part thereof without the written consent of Lender.

Other Financing. Borrower has not received and will not receive other financing for the
construction of the Project without the prior written consent of Lender. .

Encumbrances. No other encumbrance on the Properly exists or is contemplated which shall be
subordinate to the Construction Deed of Trust, and Borrower agrees that no junior lien of any
nature against all or any portion of the Property shall be given, permitted or suffered by Borrower
without Lender’s written consent. Said consent shall be at Lender's sole option and discretion.

Brincipal Place of Business. Borrower's principal place of business is at the address set forth in
this Agreement as the address for notices to Borrower. Borrower shall promptly notify Lender of
any change in Borrower’s principal place of business at any time prior to repayment in full to
Lender of the indebtedness secured by the Security Documents.

Compliance. Borrower has examined and is familiar with all conditions, restrictions, reservations
and zoning ordinances affecting the Property. The Project will in all material respects conform to
and comply with all of the requirements of said conditions, restrictions, reservations and zoning
ordinances and all construction and installation of the Project shall conform in all respects with
applicable ordinances and statutes, including subdivision Laws and environmental impact Laws,
and shall be in accordance with all requirements of the regulatory authorities having jurisdiction
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thereof and the Project shall not encroach upon any easement affecting the Property. All
applicable requirements of the California Subdivision Map Act have been complied with in
connection with this Loan and Borrower's acquisition of the Property.

ARTICLE |V‘ - CONDITIONS PRECEDENT

As a condition to Lender’s obligation to make the Loan and of Borrower's right to receive any of the
proceeds of the Loan, the following conditions precedent and other requirements shall have been
satisfied prior to each (except as otherwise stated) advance hereunder:

4.1

4.2

4.3

44
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Title Policy. Borrower shall furnish to Lender an ALTA Lender’s Policy of Title Insurance (LP - 10
with provision for rewrite), with such endorsements as Lender may require, which shall insure that
the Conshruction Deed of Trust is a first lien on the Property, free and clear of all liens,
encumbrances and restrictions or other matters except those, if any, to which Lender may agree
to take subject to in writing. Said Policy of Title Insurance shall be in the principal amount of the
Loan.

Reports and Other Documents. Borrower shall fumish to Lender, upon Lender's request and at
Borrower’s sole cost and expense: (a) a report prepared by a licensed environmental consultant
acceptable to Lender indicating to Lender's satisfaction that no "Hazardous Material” (as that
term is defined in the Environmental Indemnity Agreement) is present in, on, under or about the
Property; (b) a soils report relating to the Properly by a licensed registered soils engineer
acceptable to Lender indicating to Lender's satisfaction that no unusual or hazardous soils
conditions exist in, on, under or about the Property and that the proposed construction of the
Project is feasible under existing soils conditions; (c)all of the documents required under
Section 2.2 above; (d) the documents required by Article 5; and (e} a current Project appraisal
and a construction cost analysis, by or on behalf of Lender utilizing such appraiser, engineer or
other consultant as Lender may determine in its sole discretion.

Title Endorsements. At Lender’s sole and absolute discretion, in addition to the requirements of
Section 4.1 hereof, Lender may require Borrower to obtain, in connection with any or all
requested disbursements, at Borrower's sole cost and expense, Endorsements 102.5 or 102.7,
122, and such other endorsements as Lender may require, which endorsements are to be
attached to and be a part of Lender's Palicy of Title Insurance.

Insurance. Borrower shall furnish to Lender, at Borrower's sole cost and expense, such policies
of insurance in such amounts, form and issued by a company or companies satisfactory to
Lender, with standard mortgagee's endorsements naming Lender as first mortgagee and as
additional insured, and shall also deliver to Lender such other insurance as Lender, from time to
time, may require upon notice to Borrower in writing {other than earthquake and terrorism
insurance). The all risk/special form property insurance shall provide for the loss proceeds to be
payable fo iender or its assigns as mortgagee. In the event any portion of the Property is
determined to be in a Flood Hazard Area at any time as reported by the U.S. Secretary of the
Department of Housing and Urban Development, Borrower shall obtain and at all times maintain
floed hazard insurance satisfactory to Lender; the originals of all such policies shall be deposited
with Lender. It is understood and agreed that the approval of any insurer by Lender shall not be
deemed or construed to be any representation, warranty or determination by Lender as to the
form or legal sufficiency of any insurance contract, or the solvency of any insurance company, or
the sufficiency of the amounts carried for the protection of Borrower or any other person, and
Borrower assumes the full risk, responsibility and liability, if any, with respect to such matters. If
Borrower fails to secure and maintain insurance as required hereunder, Lender shall have the
immediate right {without waiver of any other rights Lender may have upon an Event of Default
under this Agreement) to secure same in the name and for the account of Borrower, in which
event Bortower shall pay the costs thereof upon demand by Lender with interest thereon at the
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4.6

4.7
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default rate as set forth in the Note from the date of disbursement by Lender until paid in fuil, and
all such amounts shall be deemed secured by the Security Documents.

No Defaults. Borrower shall furnish written nofice to Lender upon Lenders request that no
default exists under this Agreement or under the Note or Security Documents and that each of
the representations and warranties of Article 3 hereof is true.

List of Materialmen. At Lender's sole and absolute discretion, fifteen (15) days after notice given
by Lender to Bomower, but no more than once a month, Borrower shall supply Lender with
correct lists of all contractors, subcontractors and all other persons who have or will perform or
furnish any work, labor or material in connection with the construction of the Project. Each such
list shall show the name, address and telephone number of each such contractor or
subcontractor, a general statement of the nature of the work to be done, the labor and materials
to be supplied, the names of materialmen, if known, the approximate dollar value of such labor,
work and materials with respect fo each, and the status of such work or whether such materials
have been delivered. Lender and its agents shall have the right (without either the obligation or
the duty) to directly contact each contractor, subcontractor and materialman to verify the facts
disclosed by said list.

No Change In Conditions. There shall be no damage or destruction, condemnation proceeding,
construction moratorium, withdrawal of approvals, strikes, unavailability of materials, or any other
change in conditions which would impair, impede, prevent or delay the construction, completion,
marketing and sale of the Project.

Sufficient Sums; Borrower's Equlty. Within five (5) days after notice from Lender, Borrower
shall deposit with Lender such sums as Lender may determine are required to pay the Project
costs in order to assure completion of the Project within the purview of the Plans and
Specifications, whether such additional sums are required due to error of estimating costs, or
increases in costs of iabor and/or materials, or increased costs resulting from any changes in or
to the Plans and Specifications which may or may not have besen approved by Lender, or
unbudgeted costs, or otherwise. Borrower agrees that any such sums required over and above
the proceeds of the Loan which are so deposited with Lender shali be disbursed by Lender prior
to the disbursement of any remaining proceeds of the Loan. it is expressly understood and
agreed that the Loan shall at all times be "in balance®, and that Borrower will do all things which
are, or may be necessary (including without limitation depositing with Lender all funds required) to
keep the Loan *in balance”. The Loan will be deamed "in balance" only at such time, and from
time to time, as the then undisbursed Funds (as hereafter defined) equals or exceeds the amount
which Lender in its sole and absolute discretion from time to fime determines will or may be
necessary to: (a) pay, through completion, all Project costs; (b) pay all sums which may accrue
under the Security Documents prior to repayment of the Loan; and (c) enable Borrower to
perform and satisfy all of Borrower's covenants contained in this Agreement, the Note and the
Security Documents. The Loan is "out of balance” if Lender determines at any time that the
undisbursed Funds are not sufficient for all the above purposes, and Borrower shall forthwith
cause the Loan to be "in balance” by depositing the amount of such deficiency with Lender within
five (5) days after the date of Lender's notice of the deficiency. Such amount shall be deposited
by Lender in the Borrower's Funds Account (as hereinafter defined) and disbursed in accordance
with the provisions of Article 5 below. In addition, whenever the Loan becomes “out of balance,”
Borrower shall submit, for Lender's approval, a revised Budget within fifteen (15) days after
Lender's written demand.

Notwithstanding the foregoing and without Lender waiving any rights it may have to require
Borrower to deposit additional funds as described above, Borrower and Lender hereby agree that
prior to the first advance Borrower shall have provided Lender: (i) evidence satisfactory to Lender
that, at Loan closing, Borrower has fee title to the Property; and (ji) an appraisal of the Project
prepared in accordance with Section 4.2 hereof and approved by Lender demonstrating that the
Project has an appraised value of not less than $8,190,000.00.



4.9

5.1

5.2

5.3

54

404986.3

o o

Liens. If required by Lender, Borrower shall furnish proof satisfactory to Lender that no notice to
withhold or stop notice has been filed and no mechanic's lien has been recorded.

ARTICLE V - DISBURSEMENT PROCEDURE

Accounts. All funds deposited by Borrower with Lender pursuant to this Agreement will be
placed in the Borrower's Funds Account. Borrower agrees that all disbursements will be
conclusively deemed to have been made first from any Funds in the Borrower’s Funds Account
until the Borrower's Funds Account is exhausted, after which Funds remaining in the Loan will be
disbursed. All disbursements of Funds shall be in the manner and for the purposes set forth
herein.

Budget. Attached to and made a part of this Agreement is a detailed Cost Breakdown for the
Project. All disbursements and Requests for Funds shall be in accordance with the Cost
Breakdown contained in the Budget, which Lender has approved. If Borrower becomes aware of
any change in the approved construction costs which would increase the total cost of construction
of the Project as shown on the Budget by more than $250,000.00, or any single line item by more
than $100,000.00, then Borrower. shall immediately notify Lender in writing and promptly submit
to Lender for its approval a revised Budget for the Project. No further disbursements need be
made by Lender unless and unti! the revised Budget is received and approved by Lender. Lender
reserves the right to approve or disapprove any proposed revisions to the Budget in its sole
discretion. If Lender fails to disapprove any proposed revisions to the Budget within ten (10)
business days after Lender has received written notice of such proposed revisions and all other
information in connection therewith requested by Lender, then such proposed revisions shall be
deemed approved by Lender.

Security Interest In Undisbursed Funds. Borrower hereby imevocably assigns to Lender, as
security for the obligations secured by the Security Documents, all of Borrower’s right, title and
interest In and to all undisbursed Funds, including monies that may be deposited by Borrower in
the Borrower's Funds Account and ali monies in the Loan.

Requests for Funds.

(a) Following commencement of the Project, Borrower shall submit to Lender or to Lender's
designated agents from time to time (not more frequentiy than two (2) fimes per month) a
request for funds ("Request for Funds") on Lender's form "Request for Payment and
Authorization to Disburse” or its equivalent acceptable to Lender, containing a statement
of Bommower setting forth the amount of the disbursement sought, the estimated cost of
labor performed on and materials stored on or incorporated into the improvement of the
Property, and the applicable percentages of completion for the Project and for each line
ftem for which disbursement is sought. The original of such Request for Funds certified
true and correct by Borrower and, if required by Lender, the general contractor, shall be
submitted to Lender for payment. Upon request of Lender, each Request for Funds shall
also be accompanied by (i) a Conditional Waiver and Release Upon Progress Payment
or a Conditional Waiver and Release Upon Final Payment, as appropriate, in the
prescribed statutory form and approved by Lender, executed by each architect,
subcontractor, supplier and materiaiman to be paid pursuant to such Request for Funds
and covering all labor, services, equipment and materials to be paid thereunder, and
(i) an Unconditional Waiver and Release Upon Progress Payment or an Unconditional
Waiver and Release Upon Final Payment, as appropriate, in the prescribed statutory
form and approved by Lender, executed by each architect, subcontractor, supplier and
materiaiman intended to be paid from the immediately preceding Request for Funds,
covering all labor, services, equipment and materials performed or supplied by such
subcontractor or materialman, as appropriate. If requested by Lender, Borrower shall also
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submit copies of statements, bills or invoices from any contractors, subcontractors,
laborers or materialmen, as Lender may require, to verify the accuracy of the Request for
Funds. Upon verification of the accuracy of the Request for Funds, including by Lender's
Inspection of the Property and the Project or otherwise, and satisfaction of all applicable
conditions contained herein, Lender shall make disbursements to Borrower's designated
bank account with Lender, provided, however, that Lender reserves the right, at Lender's
option, to make any disbursements directly to the contractors, subcontractors, laborers or
materialmen.

Lender will make disbursements to pay for the Construction Hard Costs approved by
Lender as shown on the most recently approved Budget, upon each approved Request
for Funds, for ninety percent (80%) of the construction costs for each line item of expense
(by reference to the Budget) as shown on such Request for Funds, provided however,
that (i) in no event shall such disbursements exceed at any time the stated amounts for
each such line item as set forth in the Budget and, i) in no event shall any disbursement
of any line item of the Budget, or disbursement as a whole, exceed the percentage of
completion of such line item or the Project as a whole, as applicable. The disbursement
of the undisbursed ten percent (10%) ("Retentions”) shall be subject to the requirements
of subsection (d) below. It is understood and agreed that no Funds shall be allocated to
or paid for management fee and/or developer overhead. Disbursements to pay for
construction costs will be made not more frequently than twice monthly.

Lender will make disbursements {o pay for Borrower's approved financing, development
and other non-construction Project costs shown on the most recently approved Budget
upon delivery to Lender of satisfactory evidence that such costs have been incurred and
are payable. Disbursements for such approved financing, development and other non-
construction Project costs will be made in amounts equal to one hundred percent (100%)
of the approved Requests for Funds for such costs. Notwithstanding the foregoing,
Lender may, without further notice to or authorization by Borrower and shall (provided no
default has occurred and is continuing), disburse Funds to pay, as and when due. any
Loan fees owing to Lender, including without limitation a Loan fee in the sum of
$49,465.00; interest payments on the Loan; escrow and tile insurance charges;
inspection fees; disbursement fees; real property taxes; and such other sums as may be
owing from fime to time by Borrower to Lender with respect to the Loan. Such payments
may be made, at the option of Lender, by disbursing Funds in the amount of such
payments without first disbursing such amount to Borrower. Lender is hereby authorized
to make disbursements of Funds to Lender's legal counsel for legal fees pursuant to
invoices from time to time received from said law firm for acting as special counse! for
Lender in connection with this Loan. Sald disbursements for fegal fees and expenses
shall be disbursed out of the miscellaneous tifle and closing costs category shown in the
Budget. Borrower agrees that any Loan funds allocated in the Budget for interest reserve
or for contingency reserve, together with any lLoan funds or Borrower's funds not
otherwise disbursed, shall be disbursed for interest payments on the Note, and for any
other miscellaneous costs related to the improvement of the Property or the Loan which
in Lender determines in its reasonable discretion to pay. Should interest on the Loan
herein exceed the amount of interest reserve reserved herein, Lender shall bill Borrower
monthly for said interest, and Borrower shall promptly pay said bill. Any overages and/or
savings resulting from expenditures in the categories described herein or in the Budget
shall, at Lender's sole discretion, be allocated to interest reserve and other miscellaneous
cost category herein, provided however, that Borrower shall have the right to request that
any savings achieved in any line item category of the Budget at a time when it is
reasonably clear that all costs in such line item category will be under Budget (pursuant
to evidence thereof provided by Borrower and approved by Lender) be allocated to other
specific fine item categories in the Budget, and if approved by Lender, such savings (or
such portion thereof as Lender may approve) shall be allocated as Borrower requests.
Borrower further agrees that the loan fee payable to Lender with respect to this Loan
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shall be disbursed to Lender upon recordation of the Construction Deed of Trust and
shall be non-refundable and fully earned by Lender at such time.

{d) The final disbursement of Retentions shall be made by Lender upon satisfaction of alj of
the conditions set forth herein and upon receipt by Lender of all of the following:

(i) Request for Funds for Retentions;
(i} Proof that a valid Notice of Completion has been fited:

(i) Proof that a Certificate of Occupancy or its equivalent has been issued by the
requisite governmental agency;

{iv) Proof that the time for the filing of mechanic's and/or materialmen’s liens has run
without there being filed any liens against the Property {(which may be satisfied
by FIRST AMERICAN TITLE INSURANCE COMPANY or another title company
approved by Lender (upon Borrower's request) issuing to Lender's ALTA Loan
Policy a CLTA Form 101.13 Endorsement without modification), or stop notices,
or obtaining satisfactory releases from all liens which may have been filed or
providing bonds therefor acceptable to Lender;

v) Verification by Lender of completion in substantial accordance with the Plans and
Specifications, by such inspection and investigation as Lender may require; and

{vi) Evidence that FIRST AMERICAN TITLE INSURANCE COMPANY approved by
Lender is in a position to issue to Lender its ALTA rewrite policy of title insurance
with a CLTA Form 100 Endorsement undeleted, CLTA Form 116 Endorsement,
and, at Lender's discretion, a CLTA Form 101.3 or 101,13 Endorsement
attached,

Additional Conditions to Disbursements. Notwithstanding anything to the contrary ¢ontained in
the foregoing, in no event shall Lender be obligated to make any disbursement under this
Agreement if (a) an Event of Default has occurred {or an event or non-event has occurred or not
occurred that with notice or the passage of time or both would become an Event of Default), or
(b) there are unreleased and unbonded mechanics’ liens or stop notices in existence, which have
not been released or bonded against in a manner acceptable to Lender or (c) such disbursement
would cause the outstanding principal balance of the Loan to exceed 65% of the Project's most
recent appraised value, as determined by or on behalf of Lender.

Inspector’s Consent to Disbursements. In addition to the terms and conditions set forth under

Section 5.4 above, Borrower's Request for Funds on the Project shall be subject to safisfactory
review and approval of construction costs by an outside project inspector or cost engineer,
acceptable to Lender. Such costs shall not exceed $2,500.00 for the initial inspection ang
$500.00 each for subsequent inspections. :

Authorized Signatures. Any one (1) of the following persons, by their specimen signatures as
set forth below, are hereby designated by Borrower as persons authorized to sign Requests for
Funds in accordance with the terms of this Agreement, and Borrower, with the consent of Lender,
shall have the sole right to revoke such designation, and substitute any other person (with
specimen signature} as the person(s) authorized to sign such requests:

)
Name ' /. ]/ Signature ‘

James C. Gianulias N A g (.

7

Pana 12 ~f 20
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shall be disbursed to Lender upon recordation of the Construction Deed of Trust and
shall be non-refundable and fully earned by Lender at such time.

(d) The final disbursement of Retentions shall be made by Lender upon satisfaction of all of
the conditions set forth herein and upon receipt by Lender of all of the following:

i Request for Funds for Retentions;
(i) Proof that a valid Notice of Completion has been filed;

(iii) Proof that a Certificate of Occupancy or its equivalent has been issued by the
requisite governmental agency;

{iv} Proof that the time for the filing of mechanic's and/or materiaimen’s liens has run
without there being filed any liens against the Property (which may be satisfied
by FIRST AMERICAN TITLE INSURANCE COMPANY or another title company
approved by Lender (upon Borrower's request) issuing to Lender's ALTA Loan
Policy a CLTA Form 101.13 Endorsement without modification), or stop notices,
or obtaining satisfactory releases from ali liens which may have been filed or
providing bonds therefor acceptable to Lender,;

(v) Verification by Lender of completion in substantial accordance with the Plans and
Specifications, by such inspection and investigation as Lender may require; and

{vi) Evidence that FIRST AMERICAN TITLE INSURANCE COMPANY approved by
Lender is in a position {o issue to Lender its ALTA rewrite policy of title insurance
with a CLTA Form 100 Endorsement undeleted, CLTA Form 116 Endorsement,
and, at Lender's discretion, a CLTA Form 101.3 or 101.13 Endorsement
attached.

Additional Conditions to Disbursements. Notwithstanding anything to the contrary contained in
the foregoing, in no event shall Lender be obligated to make any disbursement under this
Agreement if (a) an Event of Default has occurred (or an event or non-event has oceurred or not
occurred that with notice or the passage of time or both would become an Event of Default), or
(b) there are unreleased and unbonded mechanics’ liens or stop notices in existence, which have
not been released or bonded against in a manner acceptable to Lender or {¢) such disbursement
would cause the outstanding principal balance of the Loan to exceed 65% of the Project’s most
recent appraised value, as determined by or on behalf of Lender.

inspectot's Consent to Disbursements. In addition to the terms and conditions set forth under
Section 5.4 above, Borrower's Request for Funds on the Project shall be subject to satisfactory
review and approval of construction costs by an outside project inspector or cost engineer,
acceptable to Lender. Such costs shall not exceed $2,500.00 for the initial inspection and
$500.00 each for subsequent inspections. .

Authorized Signatures. Any one (1) of the following persons, by their specimen signatures as

-set forth below, are hereby designated by Borrower as persons authorized to sign Requests for

Funds in accordance with the terms of this Agreement, and Borrower, with the consent of Lender,
shall have the sole right to revoke such designation, and substitute any other person (with
specimen signature) as the person(s) authorized to sign such requests:

)
Name < _ ;[ ] Signature /7
James C. Gianulias X { ;ﬂ
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shall be disbursed to Lender upon récordation of the Construction Deed of Trust and
shall be non-refundable and fully earned by Lender at such time.

(d) The final disbursement of Retentions shalt be made by Lender upon satisfaction of all of
the conditions set forth herein and upon receipt by Lender of all of the following:

()] Request for Funds for Retentions;
(i) Proof that a valid Notice of Completion has been filed;

(jil) Proof that a Certificate of Occupancy or its equivalent has been issued by the
requisite governmental agency;

{v) Proof that the time for the filing of mechanic's and/or materialmen's liens has run
without there being filed any liens against the Property (which may be satisfied
by FIRST AMERICAN TITLE INSURANCE COMPANY or another titte company
approved by Lender (upon Borrower’s request) issuing to Lender's ALTA Loan
Policy a CLTA Form 101.13 Endorsement without modification), or stop notices,
or obtaining satisfactory releases from all tiens which may have been filed or
providing bonds therefor acceptable to Lender;

{v) Verification by Lender of completion in substantial accordance with the Plans and
Specifications, by such inspection and investigation as Lender may require; and

i) Evidence that FIRST AMERICAN TITLE INSURANCE COMPANY approved by
Lender is in a position to issue to Lender its ALTA rewrite policy of title insurance
with a CLTA Form 100 Endorsement undeleled, CLTA Form 116 Endorsement,
and, at Lender's discretion, a CLTA Form 104.3 or 101.13 Endorsement
attached.

Additional Conditions to Disbursements. Notwithstanding anything to the contrary contained in

the foregoing, in no event shall Lender be obligated to make any disbursement under this
Agreement if (a) an Event of Default has occurred (or an event or non-event has cccurred or not
occurred that with notice or the passage of time or both would become an Event of Default), or
{b) there are unreleased ang unbonded mechanics' liens or stop notices in existence, which have
not been released or bonded against in a manner acceptable o Lender or (¢) such disbursement
would cause the outstanding principal balance of the Loan to exceed 65% of the Project's most
recent appraised value, as determined by or on behalf of Lender.

Inspector's Consent to Disbursements. in addition to the terms and conditions set forth under
Section 5.4 above, Borrowers Request for Funds on the Project shall be subject to satisfactory
review and approval of construction costs by an outside project inspector or cost engineer,
acceptable to Lender. Such costs shall not exceed $2,500.00 for the initial inspection and
$500.00 each for subsequent inspections.

Authorized Signatures. Any one (1) of the following persons, by their specimen signatures as
set forth below, are hereby designated by Borrower as persons authorized to sign Requests for
Funds in accordance with the terms of this Agreement, and Borrower, with the consent of Lender,
shall have the sole right to revoke such designation, and substitute any other person {with
specimen signature) as the person(s) authorized to sign such requests:

)
Name .,/ /]  Signature
James C. Gianulias ura

/
v
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Trust Funds. Bormower covenants that any disbursements received by it hereunder shall be held
as trust funds to be applied first for the purpose of paying for the appropriate Project costs and for
no other purpose, but nothing herein shall impose upon Lender any obligation to see to the
proper appilication of such payments by Borrower.

Non-Liability of Lender. Lender shall not be liable for any error, omission, irregularity, or action
taken in good faith with respect to the disbursement of the Funds. Barrower acknowiedges that it
has no right to the Funds other than to have them disbursed by Lender in accordance with this
Agreement. Borrower further acknowledges that disbursements hereunder may not be made
earlier than five (5) business days following Lender's approval of all conditions to disbursement
as set forth in this Agreement.

ARTICLE VI - BORROWER’S COVENANTS

Progress of Construction. Borrower shall commence construction of the Project not later than
February 28, 2005 and agrees to continue such construction diligently until completion (subject to
Force Majeure), and in a workmanlike manner. In any and all events Borrower shall complete the
Project and record a valid Notice of Completion for the Project on or before the "Maturity Date”
under the Note {subject to Force Majeure), all in accordance with the Plans and Specifications
and in accordance with all requirements of all govemmental authorities having or asserling

"jurisdiction, and will pay the cost thereof. The materials used on the Project shall be of the quality

6.2

6.3

6.4

404986.3

called for by the Plans and Specifications.

Offsite Improvements. Borrower agrees promptly to commence and complete the offsite
improvements of the public streets, walks and like areas adjoining the Property, as required, and
to provide utilities and other facllities, all to be in accordance with the subdivision requirements or
the requirements of the governmental body having jurisdiction thereof. Unless otherwise provided
for, such offsite improvements shall be deemed a part of the work of improvement of the Project.
Borrower expressly agrees to indemnify Lender and fo hold it harmiess against any claim of any
surety fumishing bond for such work fo the govemmental body having jurisdiction, whather such
claim be founded upon existing or future liability, and whether such liability is expressed or
implied.

Changes to Plans an ecifications. Borrower agrees that no material change in the Plans
and Specifications shall be made without first obtaining the written consent of Lender. Any
changes desired by Borrower which require Lender's approval shall be submitted to Lender for
approval on forms acceptable to Lender, and shall be accompanied by a copy of the plans and
specifications and/or working drawings applicable to the changes. As a condition to any such
approvai, Lender may require satisfactory confinnation that performance of the work required by
the changed contract or plans will not increase the total cost of the Project, and Lender shall have
the right to require Borrower to deposit additional funds with Lender to pay for such changes. Any
such changes shall be desmed approved if no response is received by Lender within twenty (20)
days after receipt of all necessary documents.

Borrower acknowledges that the process of obtaining the information and confirmations needed
to put Lender in a position to approve any such changes may cause delays, and Borrower
consents to all reasonable delays and agrees to cooperate diligently with Lender in the gathering
of the information required. All contracts let by Borrower shall, to the extent reasonably possﬂale
contain provisions implementing the provisions of this paragraph.

Notice of Casualty. Borrower shall give to Lender prompt written notice of any fire, explosion,
accident, flood, storm, earthquake or other casualty or strike, lockout, act of God or interruption of
the construttion of the Project which may interfere with the ability of Bomower to complete the
Project.
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Use of Materials. All materials contracted or purchased for delivery to the Property or for use in
consiruction, and all labor contracted or hired for or in connection with construction, shall be used
and employed solely on the Property and in construction, and for no other pumpose. No materials,
equipment, fixtures or any other part of the Project or articles of personal property placed on the
Property shall be purchased or installed under any conditional sales contract, security agreement
or other arrangement wherein the seller reserves or purports to reserve title {o or the right to
remove or {0 repossess any such items or to consider them personal property after their
incorporation in the work of construction, unless specifically authorized by Lender in writing.

Construction Schedules: Limitation on Funding. From time to time during the course of
construction not more frequently than quarterly except during the continuance of a default), within
ten {(10) days after request by Lender, Borrower shall furnish Lender with current construction
progress schedules and contractor's cost breakdowns for the Properly itemized as to trade
description and item and showing the name of the contractor(s) and/or subcontractor(s), including
therein, without limitation, such indirect costs as real estate taxes, legal and accounting fees,
insurance, architects’ and engineers' fees, loan fees, interest during construction, and contractor's
overhead.

Intentionally deleted.

Watchmen. Borrower shall provide such watchmen and take such other measures to protect the
physical security of the Property as Lender may determine advisable.

Transfer of Property. Except for a Permitted Transfer, Borrower will not transfer the Property.

ARTICLE ViI - INSPECTIONS

Construction Work. Lender, through its officers, agents and employees, shall have the right at
any time and from time to time, during regular business hours, with prior notice to Borrower, to
enter upon the Properly and inspect the woik of construction and all materials, plans or other
matters relafing thereto, and to examine the books, subcontractor records, accounting data and
other documents (and make extracts therefrom or coples thereof to the extent that the same may
relate to the Property or the Project. Borrower shall pay all costs associated with Lender or
Lender's agents’ inspection of the Project.

Non-Conformance. If Lender determines that any work or materials are not in conformity with
the Plans and Specifications as approved by Lender, or are not in conformity with sound building
practice, or otherwise depart from any of the requirements of this Agreement, Lender shall have
the right to stop the work and order disbursements withheld hereunder and to order the
reptacement or correction of any such work or materials regardless of whether or not such work
or materials have been incorporated in the Project.

No Duty. It is expressly understood and agreed that Lender is not under any duty to supervise or
to inspect the work or construction or examine any books and records, and that any such
inspection or examination is for the sole purpose of protecting the security of Lender and
preserving Lender's rights hereunder. Failure to inspect the work or any part thereof shall not
constitute a waiver of any rights of Lender; and inspection not followed by notice of default shali
not constitute a waiver of any default then existing. In no event shall any inspection by Lender
constitute a representation that there has been or will be compliance with the Plans and
Specifications or that the construction is free from defective materials or workmanship.

Independent Cost Analyses. Borrower will make or cause to be made such other independent
cost analyses angd inspections as it may desire for its own protection or as Lender may require,
and shall deliver forthwith to Lender true and correct copies of all inspections or cost analyses
prepared or made by or for Borrower.
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Borrower acknowledges, understands and agrees as follows:
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Status as Lender. The relationship between Borrower and Lender is, and shall at ail times
remain, solely that of borrower and lender, and Lender neither undertakes nor assumes any
responsibility or duty to Borrower fo select, review, inspect, supervise, pass judgment upon or
inform Borrower of the quality, adequacy or suitability of the following:

(a) The Plans and Specifications or amendments, alterations and additions thereto;

(b} Architects, contractors, subcontractors, and materialmen employed or utilized in the
construction, or workmanship of or the materials used by any of them; or

(-] The progress or course of construction and its conformance or non-conformance with the
Plans and Specifications or amendments, alterations and changes thereto.

Defective Construction. Lender owes no duty of care to protect Borrower against negligent,
faulty, inadequate or defective building or construction.

Non-Liabillty. | ender shall not be responsible or liable to Borrower for any loss, damage or
expense of any kind to person or property caused by Lender's activities taken in accordance with
this Agreement whether as to Borrower or as o any other persons or group of persons or for
negligent, faulty, inadequate or defective building or construction and Borrower shall protect,
indemnify, defend and hold Lender free and harmless from any such liability, loss, damage or
expense, including any attorneys’ fees incurred. The consent or approval by Lender shall not be
deemed to waive or render unnecessary the consent or approval to or of any subsequent similar
act.

No Representation. By accepting or approving anything required to be observed, performed or
fulfilled, or to be given to Lender pursuant hereto or pursuant to the Security Documents,
including, but not limited to, any officer’s certificate, balance sheet, statement of profit and loss or
other financial statement, survey, appraisal or insurance poficy, Lender shall not be deemed to
have warranted or represented the sufficiency, legality, effectiveness or legal effect of the same,
or of any term, provision or condition thereof, and such acceptance or approval thereof shall not
be or constitute any warranty or representation to anyone with respect thereto by Lender.

Brokers' Fees. Borrower agrees to protect, indemnify, defend (with counsel acceptable to
Lender) and hold Lender free and harmless from any responsibility, cost and/or liability, including,
without limitation, any attomeys' fees and costs incurred, for the payment of any commission,
charge or brokerage fees which may be payable in connection with this Loan, as a result of
agreement of Borrower or any party directly or indirectly related to Borrower, it being understood
that any such commission, charge or brokerage fees will be paid directly by Borrower to the
party(ies) entitled thereto.

Construction. Lender shall in no way be fiable for any acts or omissions of Borrower, or any
agent, contractor or other person fumishing labor andfor materials used in relation to such
construction. :

Indemnity. Borrower agrees to and shall protect, indemnify, defend (with counsel acceptable to
Lender) and hold Lender, its affiliates, and their directors, officers, agents, employees,
successors and assigns free and hammless from and against any and all claims, actions,
damages, demands, liabilities, losses, costs and expenses (including without limitation, attomeys'
fees) directly or indirectly arising out of or in any way attributable to (a) all actual or alleged
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damage or injury of whatsoever nature arising out of o in any way connected with the Property,
(b) the construction of the Project, including without limitation, any defective workmanship or
materials, (c) Lender’s performance of any act permitted under the Loan Documents (as that term
is defined in the Construction Deed of Trust) unfess arising out of Lenders willful misconduct,
(d) breach of any representation or warranty made by Borrower or any obligation of Borrower
contained in this Agreement, and (e) any allegation that Lender is liable for any act or omission
committed by or on behalf of Borrower in connection with the ownership, operation or
development of the Property and the Project provided, however, that Borrower shall not be liable
for Lender's failure to perform Lenders obligations in connection with the Lean, or gross
negligence or misconduct of Lender in connection with the Loan. Upon demand by Lender,
Borrower shall defend any action or proceeding brought against Lender covered by this
indemnity, at Borrower's sole cost and expense, unless Lender elects to conduct its own defense
at the expense of Borrower, in which event all fees and costs of such defense shall be paid by
Borrower upon demand. and shall bear interest at the default rate set forth in the Note from the
date of demand until paid.

ARTICLE IX - TAXES AND ASSESSMENTS

Borrower shall pay, at least five (5) days prior to delinquency, al taxes, assessments, levies and charges
imposed by any public authority or utility company which are or may become 2 lien affecting the Property
or any part thereof or interest therein, including, but without limitation, assessments on any appurtenant
water stock. At Lender’s option and upon its demand, Borrower shall, until all indebtedness secured by
the Security Documents has been paid in full, if the Loan is in default, pay to Lender each month an
amount estimated by Lender to be equal to the taxes, assessments, levies, charges and premiums for
fire, other hazard and mortgage insurance next fo become due, divided by, in each instance, the number
of months to lapse preceding the month in which the same, respectively, will become due. All sums so
paid (hereinafter referred to as "Impounds") shall not bear interest, may be commingled with the general
funds of Lender, and shall, unless Borrower is otherwise in default hereunder or under the Note or
Security Documents, be released to Borrower for application fo or shall be applied directly to payment of
such taxes, assessments, levies, charges and insurance premiums; provided, however, that at the option
of Lender all or any part thereof may be applied to indebtedness secured by the Security Documents
while Borrower is in default thereunder.

ARTICLE X - PROTECTION AGAINST LIENS

10.1  Paid Claims. Borrower agrees to fully pay and discharge all claims for labor done, material and
services furnished in connection with the construction of the Project, to diligently file or procure
the filing of a valid Notice of Completion upon completion of construction, to diligently file or
procure the filing of a notice of cessation upon the event of a cessation of labor on the work of
improvement for a continuous period of thirty (30) days or more, and to take all other reasonable
steps to forestall the assertion of claims of lien against the Property or any part thereof and/or
claims against undisbursed Loan funds. Borrower irrevocably appoints, designates and
authorizes Lender as its agent (said agency being coupled with an interest) with the authority, but
without any obligation, to file for record any Notice of Completion, cessation of labor, or any other
notice that Lender deems necessary or desirable to protect its interests hereunder, or under the
Note, or the Security Documents. '

102 Release of Liens. Upon demand by Lender, Borrower shall make such demands or claims upon
laborers, materialmen, subconiractors or other persons who have fumnished or claimed to have
furnished labor, services or materials in connection with construction of the Project as Lender
shall specify. Upon recordation of any mechanics' or materialmen's lien against the Property,
Borrower shall cause the same to be discharged and removed within thirty (30) days after
recording thereof. Nothing herein contained shall require Borrower to pay any claims for labor,
materials, or services which Borrower in good faith disputes and which Borrower, at its own
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expense, is currently and diligently contesting; provided that Borrower shall, within thirty (30) days
after recordation of any mechanics' or materialmen's fien, record in the Office of the Recorder of
the county where the Property is located a surety bond sufficient to release said claim of fien or
post such other security or make such other arrangements as Lender may approve in writing.

Notices of Lien. Borrower agrees that copies of ali preliminary notices of fien, or other notices of
tien, delivered pursuant to Division 3, Part 4, Title XV of the California Civil Code (a) to Borrower
and (b)to the Property, addressed to "CALIFORNIA NATIONAL BANK" or to "Construction
Lender™ shall be promptly delivered to Lender. Borrower further agrees that Lender and Lender's
agents shall have the right at all times to enter upon the Property and post such notices and other

" wrilten or printed material thereon as i may deem necessary or desirable for its protection as

104

121
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lender,

Payment of Costs. Borrower shall pay all costs and expenses required to satisfy the provisions
of this Agreement. Without limiting the generality of the foregoing, Borrower shall pay:

{a) All fees and commissions lawfully due to any brokers as a result of agreement of
Borrower or any party directly or indirectly related to Borrower and all reasonable fees
and expenses of counsel for Lender in connection with this transaction or the making,
purchase or refinancing of the Loan;

(b) All taxes and recording expenses;

{©) ‘Al reasonable costs and expenses of Lender incurred in the exercise of any rights or
remedies of Lender under this Agreement; and

{d) All reasonable costs, charges, and expenses agreed to be paid by Borrower and incurred
in connection with the closing or disbursement of the Loan or the implementation of this
Agreement, or payable pursuant to this Agreement or any of the Security Documents.

ARTICLE Xi - REMOVAL OF PERSONALTY; PAYMENT OF SALES DEPOSITS

Removal of Personalty. Borrower agrees not to install or otherwise use any materials,
equipment or fixtures purchased and/or instafled under a conditional sales agreement, lease or
under any security agreements or similar agreements however denominated whereby the right is
reserved or accrued to-anyone to remove or repossess any such items or whereby any person
other than Lender reserves or acquires a lien upon such items. Borrower will not at any time
remove of permit the removal of any of the fixtures or personalty located on or used in connection
with the Property from the Property without the prior written consent of Lender unless actually
replaced by an article of equal suitability and value, owned by Borrower, free and clear of any fien
or security interest.

Intentionally deleted.

ARTICLE Xif - BOOKS AND RECORDS

Books of Account. Borrower shall maintain full and complete books of account and other
records reflecting the results of its operations (in conjunction with its other operations as well as
specifically its operation of the Property), in accordance with generally accepted accounting
principles consistently applied or tax basis accounting, and in addition to the reports and data
specifically requested by Lender pursuant to this Agreement, shall furnish or cause to be
fumished to Lender, at any time and from time to time, such financial data as Lender shall
reasonably request refating to the ownership or operation of the Property.
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Working Drawings. Borrower shall maintain at all times a full and current set of working
drawings on the site of the Project and available for inspection by Lender or its representatives.

Financial Information. Borrower understands, acknowledges and agrees that Lender requires,
as a part of Lender's standard procedures and practices, updated financial information regarding
borrowers, principals of borrowers and guarantors. Accordingly, Borrower hereby agrees to
provide the following updated financial information to Lender for all parties and at the times herein

spacified:

(a) As soon as available and in any event, no later than ninety (80) days following the end of
Borrower's fiscal year, a copy of Borrower's annual Financial Statements for the year
ended, prepared by Borrower in form and substance acceptable to Lender;

) As soon as available and in any event, no later than fifteen (15) days after the filing date,
giving effect to extensions for the tax reporting period ended, a copy of Borrower’s federal
income tax returns, prepared by a tax professional satisfactory to Lender, including
schedules, K-1’s and exhibits;

{c) As soon as available and in any event, no later than sixty (60) days following the end of
Cameo Homes, a California corporation (“Cameo Homes”) fiscal year, a copy of Cameo
Homes annual Financial Statements for the year ended, prepared by Guarantor Cameo
Homes in form and substance acceptable to Lender;

{d) As soon as available and in any event, no later than ninety (S0) days following the end of
James C. Gianulias ("Gianulias®) fiscal year effective December 31* of such year, a copy
of Gianulias annual Financial Statements representing both personal and business
investments assets and liabiliies for the year ended, prepared by Gianulias in form and
substance acceptable to Lender; and

(e) As soon as available and in any event, no later than fifteen (15) days after the applicable
filing date for the tax reporting period ended, giving effect fo exiensions filed a copy of
Guarantor's federal income tax retums, prepared by a tax professional satisfactory to
Lender, including schedules, K-1's and exhibits.

Borrower further agrees that the failure of Borrower to comply or to cause compliance with the
foregoing requirements within the time and in the manner set forth herein shall constitute a
default under this Agreement.

Property Information. Borrower shall submit to Lender the following, in form and substance
satisfactory to Lender:

(a) Financial and operating statements of the Property, within 60 days after end of each year,
setting out in reasonable detail income and expenditures from the ownership and
operation of the Property, depreciation charges and net income before and after federal
income taxes.

Appraisals. Upon receipt of written notice from Lender that either Lender or any federal or state
regulatory agencies having jurisdiction aver Lender reasonably believe that the fair market value
of the Property may have declined in a material respect since the date of Lender’s tast appraisal
of the Property, Lender shall obtain at Borrower’s expense, at a commercially reasonable cost,
and as promptly as possible an updated appraisal of the Property in form and substance
satisfactory to Lender and such regulatory agencies from an appraiser satisfactory to Lender in its
sole discretion.

Lender Audit Rights. Lender and its agents and representatives shall have the right to inspect
and audit all books and records of Borrower pertaining to the statements, reports and information
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required under this Article 12 in order to obtain and verify such information as Lender deems
necessary or appropriate, in its reasonable judgement, in the normal course of business. The cost
of any and all such inspections and audits shall be paid by Borrower. Lender shall also have the
right to examine copy and audit the books, records and accounting data and other documents of
Borrower's contractors, subcontractors and materialmen with respect to the Project. Provided no
Event of Default has occurred and is continuing under this Agreement, Lender shall give
Borrower reasonable notice prior to exercising its rights hereunder.

Further Assurances. Borrower, upon the request of Lender, will at its expense, execute,
acknowledge and deliver such further instruments (inciuding, without limitation, a declaration of
no set-off) and do such further acts as may be necessary, desirable or proper to carry out more
effectively the purposes hereof and of the Security Documents, and/or subject to the liens thereof
any porlion of the Property or any interest relating thereto conceming which Lender may have
any doubt as to its being subject to the lien or charge of the Security Documents.

ARTICLE XIil - DEFAULT

Events of Default. The occurrence of any of the following shall be deemed an "Event of Default”
under this Agreement:

{a) Subject to Force Majeure, If Borrower does not proceed with the erection and completion
of the Project as herein provided; or

{b) if any of the warranties or representations made by Borrower herein or in the Note,
Security Documents or other documents executed by Borrower in connection with the
Loan were false or misleading in any material respect when made; or

© If Borrower should default in the performance of or breach any of the terms, covenants
and provisions contained in this Agreement or in the Note or Security Documents (without
cure during any applicable Grace Period}; or

(d} Should work cease on the Project, specifically including stoppage by Lender under the
terms of this Agreement, or for any reason whatsoever, for fiteen (15) calendar days,
provided however, that if work should cease due to Force Majeure, then Borrower shall
not be deemed in default under this subparagraph for the period that such condition shall
continue, provided further however, (i) in all events work shall recommence within ninety
{90) days, (ii) in no event shall any such cessation of work extend the date of payment of
any monetary obligation under this Agreement, the Note or any of the Security
Documents, and (jii) the deadline for completion in Section 6 hereof shall not be extended
in any event; or

{e) if Borrower should commit any act of bankruptcey or if any refief under the Bankruptcy Act
is sought by or against Borrower, or if a receiver is appointed to take charge of the assets
or affairs of Borrower, or if Borrower should make an assignment for the benefit of
creditors, or if Borrower should become insolvent, or upon any liquidation or termination
of Borrower or its general partner; or

] Except as specifically allowed in this Agreement, if Borrower shall convey title to or any
interest in any of the Property; or

{9) Should any condition or circumstance arise or exist at any time by reason of
governmental order, decree, regulation, shortage of materials, or for any other reason
whatsoever, which would prevent or preciude the construction and completion of the
Project in compliance with the Plans and Specifications in an orderly and expeditious
manner, or
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If Lender should determine that said work is not in conformance with the Plans and
Specifications (as the same may be revised and approved by Lender pursuant to
Section 8.3 hereof) and the terms of this Agreement, in which event Lender shall have
the right to stop said work and order its replacement whether or not said unsatisfactory
work has theretofore been incorporated in said improvements and to withhold any further
disbursements until such work is reasonably satisfactory to i, and if the said work is not
made reasonably satisfactory to Lender within thirty (30) calendar days from the date of
stoppage by Lender (unless said work cannot reasonably be complated within such thirty
(30) day pericd and Borrower has been, in the sole discretion of Lender, diligently
proceeding with such work, in which event an additional period of time not exceeding
sixty (60) days shall be granted); or

_ The filing of a notice of judgment lien against Borrower, or the recording of any abstract

of judgment against Borrower, or the service of a notice of levy andfor of a writ of
attachment or execution, or other like process, against the assets of Borrower, or the
enlry of a judgment, order or decree against Borrower, any or all of which would have a
material and adverse effect upon Borrower's ability to perform under this Agreement or
the Security Documents; or

The Construction Deed of Trust shall cease to be a legal, valid, binding and enforceable
lien or security interest on all or any portion of the property encumbered thereby with not
tess than the same priority as on the date of recordation of the Construction Deed of
Trust; or

Borrower shall default under any permits, development documents, construction
contracts, bond agreements, surety agresments, or any other material instrument
executed in connection with the development of the Project; or

If Borrower defaults in the payment or performance of any obligation, or any defined
event of default, under the terms of any contract or instrument pursuant to which
Borrower has incurred any debt or other liability to any person or entity, including without
limitation, Lender which default is not cured within any grace and cure period expressly
provided in such contract or instrument.

ARTICLE XIV - REMEDIES

Remedies Upon Default. Upon or at any time after the happening of any Event of Default
hereunder, Lender, in addition to any and all rights and remedies otherwise available to it by law
or in equity, shall have the following rights and remedies:

@

®)

Declare such of the Funds which have previously been disbursed by Lender under the
provisions hereof to be due and payable and terminate any obligation of Lender to
disburse the remainder of the Loan proceeds under the provisions hereof and proceed as
authorized by law to satisfy the indebtedness of Borrower to Lender, and, in that regard,
Lender shall be entitled to all of the rights, privileges and benefits contained in the
Security Documents or any other instrument refating to the hypothecation of the Property
as such collateral security for the performance by Borrower of the obligations evidenced
by said Note and by this Agreement.

Take possession of the Property and let contracts for or proceed with the finishing of the
Project and pay the cost thereof, plus a reasonable fee for supervision of construction,
disbursing all or any part of the Loan for such purposes, and should the cost of finishing
the Project plus such fee amount to more than the undisbursed balance of the Loan then
such additional costs may be expended at its option by Lender, in which event it shall be
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considered and be an additional loan to Borrower and the repayment thereof, together
with interest thereon at the rate provided in the above Loan, shall be secured by the
Security Documents and shall be repaid within thirty (30) days after the completion of the
Project, and Borrower agrees {0 pay the same. Borrower further hereby authorizes
Lender at its option at any lime, either in its own name or in the name of Borrower, to do
any and all things necessary or expedient in the opinion of Lender to secure the
performance of the construction contracts and to secure the erection and compietion of
the Project substantially in accordance with the Plans and Specifications, and to accept
the Project as completed or substantially completed, and to do any and every act or thing
pertaining to or arising out of the construction or completion of the Project or any contract
therefor, disbursing all or any part of the Loan funds for such purposes, including the
payment of attorneys’ fees and other expenses incumed to appear in any action
pertaining to the Project including any action relating to compliance with any law. In
addition to the specific rights and remedies hereinabove mentioned, Lender shall have
the right to avail itself of any other rights or remedies to which it may be entitied under
any existing law or jaws.

© Upon acceleration of the due date of the Note, Lender's obligations to disburse Loan
funds and any Impounds shall forthwith terminate; and Lender may, at its option, apply all
or any part of such funds as it deems appropriate in its sole discretion, provided that such
application shall not operate to waive or cure any default existing hereunder or under the
Note or Security Documents, nor to invalidate any Notice of Default or any act done
pursuant to such notice and shall not prejudice any rights of the beneficiary or trustee
under the Construction Deed of Trust.

{d) Upon the happening of any default contemplated herein which may be cured by payment
of money, Lender shall have the right {(but not the obligation) to make such payment from
undisbursed Loan funds or from its own funds. The making by Lender of such payment
out of Lender's own funds shall not, however, be deemed to cure such default by
Borrower, and the same shall not be so cured unfess and until Borrower shall have
reimbursed Lender for such payment. if the payment of any such sum is made from
undisbursed Loan funds and results, or may, in Lender's good faith determination, result
in a shorfage of Loan funds below that required to complete the Project, the amount
which Lender determines to be necessary to provide for such completion shall be
deposited by Borrower pursuant to the terms of Section 4.8 hereof. If Lender advanced
its own funds for such purposes, such funds shall be considered advances under the
Note and shall be secured by the Security Documents, notwithstanding that such
advances may cause the total amount advanced hereunder to exceed the face amount of
the Note or the amount committed to be advanced pursuant to this Agreement, and
Borrower shall immediately upon demand reimburse Lender with interest at the default
rate provided for in the Note from the date of such advance until the date of
reimbursement.

Remedies Cumulative. All remedies of Lender provided for herein are cumulative and shall be in
addition to any and all other rights and remedies provided in the Note or Security Documents, or
provided by law. The exercise of any right or remedy by Lender hereunder shall not in any way
constitute a cure or waiver of default hereunder or under the Note or Security Documents, or
invalidate any act done pursuant to any notice of default, or prejudice Lender in the exercise of
any of its fights hereunder or under the Note or Security Documents unless, in the exercise of
said rights, Lender realizes all amounts owed to it under the Note, the Security Documents and
hereunder. .

Contest of Third Party Claims. Notwithstanding anything to the contrary herein contained,
Borrower shall have the right to contest in good faith any claim, demand, levy or assessment by
any third party, the assertion of which would constitute a default hereunder. Any such contest
shall be prosecuted diligently and in a manner not prejudicial to Lender or its rights hereunder.
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Upon demand by Lender, Borrower shall make suitable provision by deposit of funds with Lender,
by bond satisfactory to Lender, or by such other device as Lender may approve in wiiting, for the
possibility that the contest wili be unsuccessful. Such provision shall be made within ten (10) days
after demand therefor and, if made by deposit of funds with Lender, the amount so deposited
shall be disbursed in accordance with the resolution of the contest either to Borrower or the
adverse claimant.

No Walvers. No waiver by Lender of any default or breach by Borrower hereunder shall be
implied from any omission by Lender to take action on account of such default if such default
persists or is repeated, and no express waiver shall affect any default other than the default in the
waiver and it shall be operative only for the time and to the extent therein stated. Waivers of any
covenant, term or condition contained herein shalt not be construed as a waiver of any
subsequent breach of the same covenant, term or condition.

ARTICLE XV — Intentionally deleted
ARTICLE XV1 ~ Intentionally deleted
ARTICLE XVii — Intentionally deleted

ARTICLE XVIil - SURVIVAL OF WARRANTIES AND COVENANTS

The warranties, representations, covenants and agreements set forth herein and in the Security
Documents shall survive the making of the Loan and the execution and delivery of the Note, and shall
continue in full force and effect until the indebtedness secured by the Security Documents shall have

been paid in full,
ARTICLE XiIX - ASSIGNMENT .
19.1 Borrower’s Assignment. Borrower shall not assign this Agreement or any interest it may have in

19.2

18.3
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the monies due hereunder, or convey or encumber the Property or any personaily or fixtures now
or hereafter focated thereon without the prior written consent of Lender. Notwithstanding the
foregoing, in the event of any such assignment, conveyance or encumbrance, Lender may
nevertheless at its option continue to make disbursements under this Agreement to Borrower or
fo those who succeed to Borrower's fitle, and all sums shall be deemed to be disbursements
under this Agreement, and not to be modifications hereof, and shall be secured by the Security
Documents.

Lender's Asslanment. Lender may at any time assign this Agreement, the Note, Security
Documents, and the Impounds, and upon such assignment, and assumption by the assignee,
Lender shall have no further obligation or fiability of any nature in connection herewith. Upon such
assignment, the provisions of this Agreement shall continue to apply to the Loan and such
assignee shall be substituted in the place and stead of Lender hereunder with all rights,
obligations and remedies of Lender herein provided, including, without limitation, the right to so
further assign this Agreement, the Note, the Security Documents and the Impounds.

Participation. Borrower understands that Lender may transfer and assign its interest in the Loan,
this Agreement and the Security Documents, pledge its interest in the Loan, this Agreement and
the Security Documents or grant or sell participations in some or all of Borrower's indebtedness
outstanding under the Loan. In connection with any such transaction, Lender may disclose to
each prospective and actual transferee, pledgee, purchaser or participant, any and all documents
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and information relating to the Loan. Borrower shall execute such estoppels and confirmations as
Lender may require in order to facilitate such financings or participations.

ARTICLE XX - ARBITRATION OF DISPUTES

EXCEPT AS SPECIFICALLY PROVIDED HEREIN, ALL DISPUTES, CLAIMS, OR CONTROVERSIES
(WHETHER SOUNDING IN TORT OR CONTRACT OR BASED UPON A STATUTE} (HEREINAFTER
"CLAIMS") ARISING OUT OF, BASED UPON, OR RELATING TO THIS AGREEMENT SHALL BE
SUBMITTED TO BINDING ARBITRATION BEFORE A .RETIRED JUDGE OF JAMS, LLC IN
CALIFORNIA PURSUANT TO THE JAMS, LLC COMPREHENSIVE ARBITRATION RULES AND
PROCEDURES. JUDGMENT UPON THE ARBITRATION AWARD MAY BE ENTERED IN ANY COURT
HAVING JURISDICTION THEREOF AND SHALL BE FINAL, BINDING, AND NONAPPEALABLE.
NOTWITHSTANDING THE FOREGOING, THIS CLAUSE SHALL NOT:

(a) LIMIT OR PROHIBIT LENDER FROM BRINGING ANY ACTION IN ANY COURT OF
COMPETENT JURISDICTION FOR INJUNCTIVE RELIEF; FOR APPOINTMENT OF A
RECEIVER;, FOR PROVISIONAL REMEDIES, INCLUDING TEMPORARY
PROTECTIVE ORDERS AND WRITS OF ATTACHMENT; OR FOR  JUDICIAL
FORECLOSURE; AND THE FILING OF SUCH ACTIONS BY LENDER SHALL NOT:

0] CONSTITUTE A WAIVER OF THIS ARBITRATION PROVISION; OR

(i) LIMIT THE COURT FROM REFERRING AS MUCH OF THE CLAIMS IN THE
ACTION TO ARBITRATION AS POSSIBLE;

{b) LIMIT OR PROHIBIT LENDER FROM EXERCISING ANY OF ITS RIGHTS AS A
LENDER UNDER THIS AGREEMENT INCLUDING, WITHOUT LIMITATION, THE
INVOCATION OF THE POWER OF SALE UNDER ANY DEED OF TRUST OR THE
USE OF ANY SET-OFF OR LIEN RIGHTS;

{c) APPLY TO CLAIMS UNDER THE ENVIRONMENTAL INDEMNITY AGREEMENT
GIVEN IN CONNECTION WITH THE LOAN, WHICH CLAIMS MAY BE FILED IN ANY
COURT OF COMPETENT JURISDICTION.

THIS ARBITRATION PROVISION SHALL BE DEEMED TO BE SELF-EXECUTING AND IN THE EVENT
THAT BORROWER FAILS TO APPEAR AT ANY PROPERLY NOTICED ARBITRATION PROCEEDING,
AN AWARD MAY BE ENTERED AGAINST BORROWER NOTWITHSTANDING ITS FAILURE TO
APPEAR.

THE ARBITRATOR IS SPECIFICALLY AUTHORIZED TO, AND AS APPROPRIATE, SHALL
RECOMMEND OR AWARD TO THE PREVAILING PARTY IN THE ARBITRATION PROCEEDINGS iTS
REASONABLE ATTORNEYS FEES AND COSTS, INCLUDING, WITHOUT LIMITATION, JAMS, LLC
ADMINISTRATION FEES AND THE ARBITRATOR'S FEES. THE PREVAILING PARTY SHALL ALSO
BE ENTITLED TO RECOVER THE REASONABLE ATTORNEYS' FEES AND COSTS IT INCURS IN
CONNECTION WITH THE CONFIRMATION OF THE AWARD AND ANY PROCEEDINGS REQUIRED
TO ENFORCE A JUDGMENT BASED ON THE AWARD.
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Newies

BY EXECUTING THIS AGREEMENT, BORROWER DOES HEREBY WAIVE TO THE FULLEST
EXTENT POSSIBLE ITS RIGHT TO JURY TRIAL UNDER THE UNITED STATES CONSTITUTION, THE
CONSTITUTION QF THE STATE OF CALIFORNIA AND ALL APPLICABLE STATUTES, AND SUCH
WAIVER SHALL EXTEND TO ANY AND ALL CLAIMS, REGARDLESS OF WHETHER SUCH CLAIMS
ARE ULTIMATELY ARBITRATED PURSUANT TO THIS PROVISION OR DECIDED THROUGH

JUDICIAL PROCEEDINGS.

211

21.2

213

214

Lender's initials

ARTICLE XX| - MISCELLANEOUS

Amendment. This Agreement, the Security Documents and the Note, and the terms of each and
all of them, may not be changed, waived, discharged or terminated, except by an instrument or
instruments in writing signed by the party against which enforcement of the change, waiver,
discharge or termination is asserted.

Return_of Documents. If the Loan is not consummated within thirty (30) days after the date
hereof, Borrower shall return all documents and instruments to Lender upon demand.

Requlatory Restrictions. It is understood and agreed by Borrower that Lender shall not be
obligated to disburse any proceeds of the Loan, notwithstanding any language hetein or in any
other document or instrument executed in connection with the Loan, if and so long as the making
of such disbursement would cause the Loan to be in violation of any law or regulation applicable
to Lender, including but not limited to legal lending requirements.

Naotices, All notices required or permitted by this Agreement shall be in writing and may be
delivered in person to either party or rmay be sent by registered or cerified mail, with postage
prepaid, return receipt requested, or delivered by Federal Express or any other courier service
guaranteeing overnight delivery, charges prepaid, or may be transmitted by facsimile with a hard
copy to follow via overnight courier and addressed:

Lender: CALIFORNIA NATIONAL BANK
221 South Figueroa, 4™ Ficor
Los Angeles, CA 90012-2552
Atin: Denise Schuiz, Senior Vice President/Manager

Borrower Murrieta 180 Apariments L.P.
1105 Quail Street
Newport Beach, California 92660
Atin; James C. Gianutias

or such other address as shall, from time to time, be supplied in writing by any party to the others.
The failure of Lender to provide any courtesy copy notice hereunder shall in no event invalidate
any notice otherwise given to Borrower in accordance herewith. If any notice or other document is
sent by registered or certified mail, postage prepaid, with return receipt requested, addressed as
above provided, the same shall be deemed served or delivered within forty-eight (48) hours after
deposit in the United States mail. Notices delivered by overnight service shall be deemed to have
been given twenty-four (24) hours after delivery of the same, charges prepaid, to the U.S. postal
service or courier. If any nofice is sent by facsimile transmission the same shall be deemed
served or delivered upon receipt if followed by overnight courier. Any notice or other document
sent or delivered in any other manner shall be effective only if and when received.



215

216

217

21.8

219

21.10

2111

21.12

21.13

21.14

404986.3

O o

Time of Essence. Time is of the essence of this Agreement, and of each and every provision
hereof. The waiver by Lender of any breach or breaches hereof shall not be deemed, nor shall
the same constitute, a waiver of any subsequent breach or breaches.

No Third Parties Benefited. This Agreement is made for the sole benefit and protection of
Borrower and Lender, and Lender's agents, successors and assigns, and no other person shall
have any right of action or right to rely thereon and the parties hereto hereby agree that nothing
contained in this Agreement shali be construed to vest in any contractor or the successors or
assigns of any confractor, or any materialman or laborer, any interest in or claim upon the funds
so set aside by this Agreement or any rights under this Agreement.

Actions. Lender shall have the right to commence, appear in, or to defend any action or
proceeding purporting to affect the rights or duties of the parties hereunder or the payment of any
undisbursed Loan funds, and in connection therewith Lender may pay necessary expenses,
employ counsel and pay its reasonable fees. All sums paid or expended by Lender under the
terms of this Agreement in excess of the Loan amount shall be considered and be a part of the
Loan and the repayment thereof, together with interest thereon at the rate specified herein, shall
be secured by the Security Documents and shall be immediately due and payable upon demand,
and Borrower agrees to pay the same.

Rellance on Representations. Lender may conclusively assume that the statements, acts,
information and representations made by Borrower or its agents contained in any affidavits,
orders, recelpts or other written instruments which are filed with Lender or exhibited to it are true
and cotrect and may rely thereon without any investigation or inquiry, and any payment made by
Lender in reliance thereon shall completely release Lender from liability with respect to all sums
$0 paid.

Relationship. Nothing contained herein shalt be deemed or construed by the parties hereto or
any third person to create a partnership or joint venture or any association between the parties
other than the relationship of lender and borrower.

Headings. The headings of the paragraphs hereof are for convenience only and shall not be
deemed to be a part of or in any way modify the terms hereof.

Governing Law. This Agreement, as well as the Note and the Security Documents, and each
and every provision hereof and thereof, shall be governed by and construed in accordance with
the laws of the State of California.

Attorneys’ Fees and Costs. If a dispute arises with regard to any of the terms, conditions or
provisions of this Agreement, the prevailing party in such dispute shall be entitied to recdver from
the other party, in addition to any and all other rights, remedies and damages available to the
prevailing party, its reasonable attorneys' fees and costs incurred in connection with such dispute.

Signs. Lender shall have the right to erect at least one (1) sign on the Property referring to this
financing at a visibly prominent location on the Property, which sign(s) shall be of Lender's
design, and Lender shall have the right, at any time, to announce or advertise its financing in
newspapers and trade journals of Lender's choosing.

Nondiscrimination. During the term of this Agreement, neither Borrower, its respective partners,.
nor any of their affiliates, employees or agents shall unlawfully discriminate against any employee
or applicant for employment, or any purchaser or prospective purchaser of a Lot or Unit, because
of race, religion, color, national origin, ancestry, physical handicap, medical condition, marital
status, age {over 40) or sex. Without limiting the generality of the foregoing, afl such parties shall
comply with the provisions of the California Fair Employment and Housing Act {Section 12900 et
seq. of the California Government Code) and the applicable regulations promulgated thereunder
(California Administrative Code, Title 2, Section 7285.0 et seq.), the Unruh Civil Rights Act and
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the rules and regulations promuigated therein, and Title Vi of the Civil Rights Act of 1864 and the
rules and regulations promulgated therein.

THE SPACE BELOW IS INTENTIONALLY LEFT BLANK.

Page 27 of 29




0 5

IN WITNESS WHEREOF, Borrower and Lender have hereunto caused these presents to be executed on
the date first above written.

"LENDER"

CALIFORNIA NATIONAL BANK,
a national banking association

Los Angeles Commercial Real Estate Lending

"BORROWER"

MURRIETA 180 APARTMENTS L.P.,
a California fimited partnership

BY. MURRIETA 180 APARTMENTS LLC,
a California limited liability company
its: General Partner

BY: CAMEO HOMES,
a California corporation
. its: Manager

AnADOR 3 Dara N0 ~AENN
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EXHIBIT "A"
LEGAL DESCRIPTION

Real property in the unincorporated area of the County of Riverside, State of California, described
as follows:

All that portion of Lots 188 and 190, Webster Avenue and Clinton Avenue, and a portion of the Murrieta
Portion of the Temecula Rancho as shown by Map of the Temecula Land and Water Company, on file in
book 8 page 359 of Maps, Records of San Diego County, California, described as foliows:

Beginning at the Northeast comer of Parcei 2 of Parcel Map 14373 as shown by Map on file in book 81
pages 14 and 15 of Maps, Records of Riverside County, California, said comer being on the Southerly

_ line of Murista Hot Springs Road as conveyed to the County of Riverside by Deed recorded August 4,

1972 as instrument no. 104362 of Official Records of Riverside County, California;

Thence Easterly along said Southerly line of a non-tangent curve concave Southerly having a radius of
956.00 feet, through an angle of 01 degrees 96' 44" an arc length of 18.56 feet (the initial radial line bears
North 13 degrees 24’ 32" East); Thence South 75 degrees 28' 44" East continuing along said Southerly
line, a distance of §70.00 feet to the Northwest comner of Lot 72 of Tract No. 4476 as shown by Map on
file in book 72 pages 47 through 52, inclusive, of Maps, Records of Riverside County, California;

Thence South 14 degrees 31' 16" West, a distance of 130.00 feet;

Thence South 70 degrees 31' 16” West, a distance of 100.00 feet;

Thence South 27 degrees 02' 36" East, a distance of 203.92 feet;

Thence South 05 degrees 16' 12" West, a distance of 106.50 feet;

Thence South 43 degrees 41" 50" West, a distance of 212.00 feet;

Thence South 15 degrees 01' 16" West, a distance of 233.87 feet;

Thence South 01 degrees 57' 30" Wast, a distance of 82.38 feet,

Thence North 88 degrees 02' 30" West, a distance of 199.62 feet;

Thence North 01 degrees 57° 30" East, a distance of 150.00 feet;

Thence North 88 degrees 02' 30" West, a distance of 104.32 feet;

Thence North 26 degrees 00" 00" West, a distance of 142.64 fest;

Thence North 11 degrees 39' 56" West, a distance of 110.00 feet;

Thence North 12 degrees 47' 21" East, a distance of 168.53 feetto the Northeast comer of Lot 50 of said
Tract No. 4476, said comer also being the Southeast corner of Lot 1 of Tract No. 4986 as shown by Map
on file in book 81 pages 36 and 37 of Maps, Records of Riverside County, California;

The preceding thirteen (13) courses being along the boundary line of said Tract No. 4476;

Thence continuing North 12 degrees 47° 21" East along the Easterly line of said Lot 1, a distance of
156.47 feet;

Thence North 07 degrees 02’ 13" West continuing along said Easterly line, a distance of 160.00 feet to
the Northeast corner of said Lot 1, said corner also being the Southeast corner of Lot 45 of said Tract No.
4476,

Thence continuing North 07 degrees 02' 13" West along the Easterly line of said Lot 45, a distance of
80.00 feet to the Northeast comer of said Lot 45, said comer also being the Southeast comner of said
Parcel 2 of Parcel Map 14373,

Thence North 13 degrees 24' 32" East along the Easterly line of said Parcel 2, a distance of 107.33 feet
to the point of beginning.

APN; 913-160-040-4
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Exhibit 2
BEG Homes, LLC
Claim $1,363,000



RIDER TO PROOF OF CLAIM OF CALIFORNIA NATIONAL BANK

L Basis for Claim.
The Claim of California National Bank ("Cal National"), against James Chris Gianulias
(the "Debtor") arises from obligations due and owing under that certain Guaranty Agreement

dated May 10, 2006 (as amended, modified, and/or supplemented, the "Cal National Guaranty"),

guarantying that certain Promissory Note dated May 10, 2006 (as amended, modified, and/or
supplemented, the “Note”), by which Cal National lent BEG Homes, LLC (the "Borrower") the
stated principal amount of $1,363,000 pursuant to the Note. Pursuant to the terms of the Cal
* National Guaranty, the Debtor unconditionally guaranteed all of the obligations of the Borrower
under the loan.

On January 9, 2008, Cal National, as plaintiff, filed that certain Complaint for (i) Judicial
Foreclosure; (ii) Specific Performance for Appointment of a Receiver; (iii) Breach of Note; (iv)
Breach of Written Guaranty of Secured Loan; and (v) Breach of Written Guaranty of Unsecured
Loan in the Superior Court of the State of California for the County of Riverside, Case No. RIC
489827, against tﬁe Debtor as defendant concerning, the Cal National Guaranty.

IL Amount of Indebtedness Existing at Petition Date.

As of June 6, 2008 (the "Petition Date"), at least $655,525.77 was due and owing by the
Debtor, as Guarantor, to Cal National for loans made under the Note to the Borrower, inclusive
of accrued and unpaid interest and fees and expenses incurred in conmection therewith, as
provided for under the Note. This total amount consists of the amounts set forth on the itemized
statement attached hereto as Exhibit A.

II. Supporting Documents.

" The documents evidencing Cal National’s claim are attached hereto as Exhibit B.



IV.  Amendments.

Cal National reserves its right to amend and supplement this Proof of Claim or to file
additional Proofs of Claim for additional claims, including, without limitation, claims for interest
accruing after the Petition Date, administrative expenses, and/or other claims entitled to priority

and any and all other claims at law or in equity.



As of the Petition Date

Principal Outstanding
Accrued Interest
Other Fees

Amount of Claim

EXHIBIT A

at least $587,376.07
at least $64,018.17
at least $4,131.53

at least $655,525.77



EXHIBIT B

Guaranty Agreement dated May 10, 2006, by and among G. Companies Homebuilding,
LLC, Cameo Homes, James C. Gianulias, an individual, and James C. Gianulias, as
Trustee of the James Chris Gianulias Trust dated October 14, 2003, fka The James Chris
Gianulias 1998 Trust dated December 22, 1998, as Guarantors for the benefit of
California National Bank.

Promissory Note dated May 10, 2006.
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Loan No.: 7600004033

GUARANTY AGREEMENT
(51,363,000 Loan)

THIS GUARANTY AGREEMENT (“Guaranty™), dated as of the 1o day of May 2006, is
hereby given by G COMPANIES HOMEBUILDING, LLC, a California limited liability
company, CAMEO HOMES, a California corporation, JAMES C. GIANULIAS, an individual,
and JAMES C. GIANULIAS, AS TRUSTEE OF THE JAMES CHRIS GIANULIAS 1998
TRUST (collectively “Guarantor™), to CALIFORNIA NATIONAL BANK, a national banking
association (“Lender”). :

RECITALS

a e e S i —

A BEG, LLC, a California limited liability company (“Borrower™), has agreed to
borrow the principal sum of One Million Three Hundred Sixty-Three Thousand Dollars
($1,363,000) (the “$1,363,000 Loan”) from Lender for the purpose of partially paying down a
$12,575,000 construction loan made by Lender to Borrower in May 2005 (the “$12,575,000
Construction Loan™) in connection with the development of residential real property located in
the unincorporated area of Wildomar, county of Riverside, California (the “Property™). The
$12,575,000 Construction Loan is evidenced by, among other documents, that certain
Construction Loan Agreement dated May 24, 2005 (the “$12,575,000 Construction Loan
Agreement”), and that certain Construction Deed of Trust Note dated May 24, 2005 (the
“$12,575,000 Construction Note™).

B. The $1,363,000 Loan is evidenced by a Promissory Note of even date herewith
given by Borrower to Lender (the “$1,363,000 Note™), and is made in conjunction and
concurrently with a construction loan by Lender to Borrower in the amount of $12,670,000 (the
“$12,670,000 Construction Loan™) made to aid Borrower in the construction of 4 model homes
and 27 single-family homes on the Property. The $12,670,000 Construction Loan is governed by
that certain Construction Loan Agreement (the “$12,670,000 Construction Loan Agreement”) of
even date herewith by and between Borrower and Lender, which $12,670,000 Construction Loan
is further evidenced and secured by various documents and instruments (collectively, the
“$12,670,000 Construction Loan Documents™), which include that certain Construction Deed of
Trust Note of even date herewith in the amount of $12,670,000 (the “$12,670,000 Construction
Note™). The $12,670,000 Construction Loan Agreement provides that certain of the covenants
set forth therein shall apply to the $1,363,000 Loan in the event that the $12,670,000
Construction Loan is fully paid and satisfied at a time when any balance remains outstanding
under the $1,363,000 Note. The $12,575,000 Construction Note, the $12,670,000 Construction
Note, and the $1,363,000 Note are all cross-defaulted each with the other such that a default
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under any of them (beyond applicable cure periods) shall constituté a default under the others.

C. Lender is willing to make the $1,363,000 Loan if, among other conditions, it
receives this Guaranty from Guarantor, and the giving of this Guaranty to Lender is a material
inducement to Lender in making the $1,363,000 Loan. Accordingly, Guarantor, who is affiliated
with Borrower and will receive a direct and substantive benefit from the $1,363,000 Loan,
desires to enter into this Guaranty to induce Lender to make the $1,363,000 Loan.

NOW, THEREFORE, in consideration of the foregoing recitals and other good and
valuable consideration, the receipt and sufﬁclency of which is hereby acknowledged, Guarantor
hereby agrees as follows:

I. Guaranty.

a. Guarantor hereby unconditionally and independently of any liability of Borrower
guarantees and agrees to pay to Lender, without any requirement whatsoever of resort by Lender
to any other party, all amounts owing to Lender under the $1,363,000 Note and any other
instruments or documents evidencing or securing the $1,363,000 Loan (all such documents
collectively referred to as the “$1,363,000 Loan Documents™ and the amounts owing thereunder
collectively referred to as the “Indebtedness™). Guarantor further guarantees to Lender the timely
performance of each and every obligation of Borrower under the $1,363,000 Note and any other
$1,363,000 Loan Documents.

b. If Borrower fails to perform any or all of the matters specified in Section 1(a),
above, on or before the times such matters are to be done by Borrower, Guarantor shall prompily,
- and whether or not notice thereof is received from Lender, do, at Guarantor’s expense, any such
matter which Borrower has failed to do or pay.

c. If Guarantor fails to make such payments or perform such obligations promptly,
Lender may pursue any remedies at law or in equity against Guarantor, without having to proceed
first against Bortower, and Guarantor shall be jointly and severally liable to Lender for all
expenses, including reasonable attorneys' fees incurred by Lender, and all amounts paid by
Lender in taking any such action.

d. The obligations of Guarantor hereunder are joint and several with the Borrower,
and independent of the obligations of Borrower, and a separate action or actions may be brought
and prosecuted against Guarantor whether action is brought against Borrower or any other
guarantor or whether Borrower or any other guarantor are joined in any such action or actions,
whether such other guarantors are included as a “Guarantor” hereunder or not. Guarantor -
acknowledges that there are no conditions precedent to the effectiveness of this Guaranty, and
that this Guaranty is in full force and effect and is binding on Guarantor as of the date written
below, regardless of whether Lender obtains collateral or similar guaranties from others or takes
any other actions contemplated by Guarantor.
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2. Authorizations to Lender.

Guarantor authorizes Lender, without notice to or the consent of Guarantor, at any time
and from time to time, either before or after the maturity of the Note, (a) to amend any provision
of the $1,363,000 Note, the $1,363,000 Loan Documents or the $12,670,000 Construction Loan
Agreement or the $12,670,000 Construction Loan Documents or any other documents evidencing
or securing the $1,363,000 Loan from Lender, including any change in the interest rate therein or
any change in the time or manner of payment thereunder, or (b) to make any agreement with
Borrower for the extension, payment, compounding, compromise, discharge or release of any
provision of the $1,363,000 Note, the $1,363,000 Loan Documents or the $12,670,000
Construction Loan Agreement or the $12,670,000 Construction Loan Documents or any other
documents evidencing or securing the $1,363,000 Loan from Lender, or for any modification of
the terms thereof, or (c) to make any modifications to or under the $12,575,000 Construction
Loan Agreement or the $12,575,000 Construction Note. Without limiting the generality of the
foregoing, Lender is expressly authorized to surrender to Borrower, or to deal with or modify the
form of, any security which Lender may at any time hold to secure the performance of any
obligation hereby guaranteed, and the guaranties herein made by Guarantor shall not be impaired
or affected by any of the foregoing.

3. Representations and Warranties of Guarantor.

Guarantor represents and warrants that: (a) this Guaranty is executed at Borrower’s
request; (b) Lender has made no representation to Guarantor as to the creditworthiness of
Borrower; and (¢) Guarantor has established adequate means of obtaining from Borrower on a
continuing basis financial and other information pertaining to Borrower’s financial condition.
Guarantor agrees to keep adequately informed by such means of any facts, events or
circumstances which might in any way affect Guarantor’s risks hereunder, and Guarantor further
agrees that Lender shall have no obligation to disclose to Guarantor information or material
acquired in the course of Lender's relationship with Borrower.

4, Guarantor’s Waivers.

a. Guarantor waives any right to require Lender to: (a) proceed against any person,
including Borrower; (b) proceed against or exhaust any security held from Borrower, any other
guarantor or any other party; (c) give notice of the terms, time and place of any public or private
sale of personal property security held from Borrower or otherwise to comply with Section 9504
of the California Uniform Commercial Code; (d) pursue any other remedy in Lender's power
whatsoever; or (€) make any presentments, demands for performance, or give any notices of
nonperformance, protests, notices of protests or notices of dishonor in connection with any
obligations or evidences of the Indebtedness guaranteed hereunder.

b. Guarantor waives any defense arising by reason of: (a) any disability or other
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defense of Borrower, any other guarantor or any other person; (b) the cessation from any cause
whatsoever, other than payment in full, of the obligations of Borrower, any other guarantor or
any other person; (c) the application by Borrower of the proceeds of the $1,363,000 Note for
purposes other than the purposes represented by Borrower to Lender or intended or understood
by Lender or Guarantor; (d) any act or omission by Lender which directly or indirectly results in
or aids the discharge of Borrower or the $1,363,000 Note or other $1,363,000 Loan Documents
by operation of law or otherwise; or (¢) any modification of the $1,363,000 Note or other
$1,363,000 Loan Documents, in any form whatsoever, including without limitation the renewal,
extension, aceeleration or other change in time for payment of the Indebtedness, or other change
in the terms of the $1,363,000 Note, the other $1,363,000 Loan Documents or any part thereof,
including increase or decrease of the rate of interest thereon. Until all sums due by Borrower to
Lender under the $1,363,000 Loan, the $12,575,000 Construction Loan and the $12,670,000
Construction Loan shall have been paid in full, Guarantor shall have no right of subrogation
against Borrower. Guarantor waives any loss of rights Guarantor may suffer by reason of any
rights, powers or remedies of Borrower in connection with any anti-deficiency laws or any other
laws limiting, qualifying or discharging Borrower’s obligations under the $1,363,000 Note.

c. Guarantor waives any and all rights of subrogation, reimbursement,
indemnification, and contribution and any other rights and defenses that are or may become
available to Guarantor by reason of Sections 2787 to 2855, inclusive, and 3433 of the California
Civil Code.

d. Guarantor waives any defense or benefits arising out of any voluntary or
involuntary filing by or on behalf of Borrower for protection under any federal or state
bankruptcy, insolvency, or debtor relief laws, including, without limitation, under Sections 364
or 1111(b)(2) of the United States Bankruptcy Code.

e. Guarantor acknowledges and waives the suretyship rights and defenses set forth in
California Civil Code Section 2856, each and all of the provisions of which are incorporated
herein by this reference as if set forth in full.

f - Guarantor further waives any duty on the part of Lender to disclose to Guarantor
any facts Lender may now have or hereafter acquire concerning Borrower, regardless of whether
Lender has reason to believe that any such facts materially increase the risk beyond which
Guarantor has contemplated hereunder or has reason to believe that such facts are unknown to
Guarantor or has a reasonable opportunity to communicate such facts to Guarantor, it being
understood and agreed that Guarantor is fully responsible for being and keeping informed of the
financial condition of Borrower and of all circumstances bearing on the obligations of Guarantor
under this Agreement,

5. Waiver of Statute of Limitations.
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Guarantor waives the benefit of any statute of limitations affecting Guarantor’s liability
hereunder or the enforcement hereof, and agrees that any payment of the $1,363,000 Note or
other act which shall toll any statute of limitations applicable thereto shall similarly operate to
toll such statute of limitations applicable to Guarantor’s lability hereunder. The liability of
Guarantor hereunder shall be reinstated and revived, and the rights of Lender shall continue, with
respect to any amount at any time paid on account of the Indebtedness guaranteed hereby, which
shall thereafter be required to be restored or returned by Lender upon the bankruptcy, insolvency
or reorganization of Borrower or for any other reason, all as though such amount had not been
paid.

6. Guarantor’s Understandings With Respect to Waivers.

Guarantor warrants and agrees that each of the waivers set forth above are made with
Guarantor’s full knowledge of their significance and consequences, and that under the
circumstances, the waivers are reasonable. If any of said waivers are determined to be contrary
to any applicable law or public policy, such waivers shall be effective only to the maximum
extent permitted by law. Guarantor further understands that all remedies afforded to Lender by
reason of this Agreement are separate and cumulative remedies and none of such remedies,
whether exercised by Lender or not, shall be deemed to be in exclusion of anyone of the other
remedies available to Lender, and shall not in any way limit or prejudice any other legal or
equitable remedy available to Lender.

7. No Release.

Until all of the terms, covenants and conditions of the $1,363,000 Loan Documents and
this Guaranty are fully performed, Guarantor shall not be released by any act or thing which
might, but for this paragraph, be deemed a legal or equitable discharge of a surety (including any
act by Lender which might have the effect of destroying Guarantor’s rights of subrogation against
Borrower), or by reason of any waiver, extension, modification, forbearance or delay of Lender
or its failure to proceed promptly or otherwise, and Guarantor hereby expressly waives and
surrenders any defense to its liability under this Agreement based upon any of the foregoing acts,
things, agreements or waivers. . '
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8. Subrogation,

If Guarantor shall make payments under this Guaranty, Guarantor shall, to the extent of
such payments, be subrogated to the rights and remedies of Lender under the $1,363,000 Note
and any other $1,363,000 Loan Documents, provided, however, that any such rights of
subrogation shall at all times be subordinate as to Jien, time of payment, and, in all other respects,
to the amounts owing to Lender under the $1,363,000 Note and the other $1,363,000 Loan
Documents, as well as any amounts owing under the $12,670,000 Loan and the $12,575,000
Loan. Guarantor shall not be entitled to take any action to enforce or receive payment thereof
until all sums owing to Lender under the $1,363,000 Loan, the $12,670,000 Loan and the
$12,575,000 Loan have been paid in full, and this provision shall survive the termination of this
Guaranty.

9. Representations and Watranties.

Guarantor hereby makes the following representations and warranties to Lender as of the
date of this Guaranty.

a. Authorization and Validation. The execution, delivery and performance by
Guarantor of this Guaranty (i) is within the powers of Guarantor, (ii) has received all necessary
approvals on behalf of Guarantor, (jii) has received all necessary governmental approvals, and
(iv) will not violate any provisions of law, any order of any court or other agency of government,
or any indenture, agreement or any other instrument to which Guarantor is a party or by which
Guarantor or any of its property is bound, or be in conflict with, result in any breach of or
constitute (with due notice and/or lapse of time) a default under any such indenture, agreement or
other instrument, or result in the creation or imposition of any len, charge or encumbrance of any
nature whatsoever upon any of its property or assets, except as contemplated by the provisions of
this Agreement. This Agreement, when executed and delivered to Lender ,will constitute legal,
valid and binding obligations of Guarantor enforceable in accordance with its terms.

b. Financial Information. All financial data that has been given to Lender with
respect to Guarantor (i) is complete and correct in all material respects, (ii) accurately represents
the financial condition of Guarantor as of the date on which, and the results of Guarantor’s
operations for the period for which, the same have been furnished, and (iii) has been prepared in
accordance with generally accepted accounting principles consistently applied throughout the
periods covered. All balance sheets disclose all known liabilities, direct and contingent, as of
their respective dates. There has been no adverse change in the financial condition of Guarantor
since the date of the most recent of such financial statements given to Lender other than changes
in the ordinary course of business, none of which changes has been materially adverse.

c. No Defaults. Guarantor is a party to no agreement or instrument that will

materially interfere with its performance under this Agreement, and is not in default in the
performance, observance or fulfillment of any of the material obligations, covenants or
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conditions set forth in any agreement or instrument to which it is a party.

d. Review of Documents. Guarantor has reviewed, understood and approved all of
the terms and conditions of the $1,363,000 Note and all of the other $1,363,000 Loan Documents
and any other documents executed in connection with the $1,363,000 Loan, including, without
limitation, this Guaranty, and Guarantor has been afforded the full and fair opportunity to consult
with independent legal counsel of Guarantor’s choice with respect to each and all of such matters
and documents and has done so to the extent deemed appropriate by Guarantor.

e. Litigation. There is not now pending against or affecting Guarantor or the
Property, nor, to the knowledge of Guarantor is there threatened, any claim, investigation, action,
suit or proceeding at law, or in equity, or before any court or administrative agency which, if
adversely determined, would impair or adversely affect the financial condition or business
operations of Guarantor.

f. Taxes. Guarantor has filed all federal, state, county and municipal income tax
returns required to have been filed by it, and has paid all taxes which have become due pursuant
to such returns or pursuant to any assessments received by it except as to those expressly
disclosed to Lender in writing and approved by Lender, and Guarantor does not know of any
‘basis for additional assessment in respect of any such taxes. Guarantor has no knowledge or any
pending assessments or adjustments of its taxes payable with respect to any year.

10. Notices.

All notices, requests, demands, directions and other communications provided for
hereunder must be in writing and must be mailed, telegraphed, delivered or sent by telefacsimile
or cable to the appropriate party at their respective address set forth below or, as to any party, at
any other address as may be designated by it in a written notice sent to the other parties in
accordance with this paragraph. If any notice, request, demand, direction or other
communication is given by mail, it shall be effective two (2) days after it is deposited in the mail
with first class or air mail postage prepaid; if given by telegraph, when delivered to a telegraph
company with charges prepaid; if given by telefacsimile, when sent; or if given by personal
delivery or by overnight nationally marketed courier services (e.g., Federal Express or Airborne),
when delivered. Notices are to be sent as follows:

If to Guarantor: JAMES C, GIANULIAS
CAMEO HOMES
1105 Quail Street
Newport Beach, CA 92660
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If to Lender: CALIFORNIA NATIONAL BANK .
4901 Birch Street, Suite B
Newport Beach, CA 92660

11.  Payment by Borrower.

Notwithstanding anything herein contained, this Guaranty shall become null and void if
Borrower shall pay to Lender in full the amount of the Indebtedness then owing to Lender, or its
successors or assigns; provided that if all or any part of such payment or performance is avoided
or recovered directly or indirectly from Lender as a preference, fraudulent transfer or otherwise
under the Federal Bankruptcy Code or any other federal or state laws, then this Agreement shall
be reinstated and shall remain in full force and effect.

12. Costs, Expenses and Attorneys’ Fees.

All payments, advances, charges, costs and expenses, including reasonable attorneys’
fees, made or incurred by Lender in the enforcement of this Guaranty or in the collection of the
$1,363,000 Note, or in connection with any case, action, proceeding or claim under Chapter 7, 11
or 13 of the Federal Bankruptcy Code, regardless of whether commenced, filed or concerning
Guarantor or Borrower, shall be paid by Guarantor immediately and upon demand, together with
interest at a rate per annum equal to the interest rate specified in the $1,363,000 Note.

13.  Context and Construction: Obligations of Married Persons.

When the context and construction so require, all words used in the singular shall be
deemed to have been used in the plural and the masculine shall include the feminine and neuter.
Any married person who signs this Guaranty agrees that recourse may be had against separate
property for all obligations under this Guaranty. -

14.  Governing Law; Venue.

This Guaranty is and shall be deemed to be a contract entered into and pursuant to the
laws of the State of California and shall in all respects be governed, construed, applied and
enforced in accordance with the laws thereof. Guarantor hereby consents to venue for purposes
of any action brought by Lender under this Agreement in any court located in the County of
Orange, State of California,

15.  Binding Effect.

This Guaranty shall inure to the benefit of Lender and its successors and assigns and shall
be binding upon the heirs, personal representatives, successors and assigns of Guarantor.
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16. Severability.

Should any one or more of the provisions of this Agreement be determined to be illegal,
invalid or unenforceable, all other provisions of this Agreement shall remain in effect as if the
provision(s) determined to be illegal, invalid or unenforceable did not exist.

17.  Arbitration.

EXCEPT AS SPECIFICALLY PROVIDED HEREIN, ALL DISPUTES, CLAIMS, OR
CONTROVERSIES (WHETHER SOUNDING IN TORT OR CONTRACT OR BASED UPON
A STATUTE) (HEREINAFTER “CLAIMS”) ARISING OUT OF, BASED UPON, OR
RELATING TO THIS GUARANTY SHALL BE SUBMITTED TO BINDING ARBITRATION
BEFORE A RETIRED JUDGE OF JAMS/ENDISPUTE IN ORANGE COUNTY,
CALIFORNIA, PURSUANT TO THE JAMS/ENDISPUTE COMPREHENSIVE
ARBITRATION RULES AND PROCEDURES. JUDGMENT UPON THE ARBITRATION
AWARD MAY BE ENTERED IN ANY COURT HAVING JURISDICTION THEREOF AND
SHALL BE FINAL, BINDING, AND NON-APPEALABLE. NOTWITHSTANDING THE
FOREGOING, THIS CLAUSE SHALL NOT:

(A) LIMIT OR PROHIBIT LENDER FROM BRINGING ANY ACTION IN ANY
COURT OF COMPETENT JURISDICTION FOR INJUNCTIVE RELIEF; FOR
APPOINTMENT OF A RECEIVER; FOR PROVISIONAL REMEDIES, INCLUDING
TEMPORARY PROTECTIVE ORDERS AND WRITS OF ATTACHMENT: OR FOR
JUDICIAL FORECLOSURE; AND THE FILING OF SUCH ACTIONS BY GUARANTOR
SHALL NOT

0y CONSTITUTE A WAIVER OF THIS ARBITRATION PROVISION; OR

()  LIMIT THE COURT FROM REFERRING AS MUCH OF THE CLAIMS
IN THE ACTION TO ARBITRATION AS POSSIBLE;

(8) LIMIT OR PROHIBIT LENDER FROM EXERCISING ANY OF ITS RIGHTS
AS LENDER UNDER THIS GUARANTY, THE $1,363,000 NOTE OR UNDER ANY OTHER
$1,363,000 LOAN DOCUMENTS.

THE ARBITRATOR SHALL HAVE NO RIGHT OR POWER TO ENJOIN OR
- RESTRAIN ANY ACT OF ANY PARTY. :

. THIS ARBITRATION PROVISION SHALL BE DEEMED TO BE SELF-EXECUTING
AND IN THE EVENT THAT GUARANTOR FAILS TO APPEAR AT ANY PROPERLY
NOTICED ARBITRATION PROCEEDING, AN AWARD MAY BE ENTERED AGAINST
GUARANTOR NOTWITHSTANDING GUARANTOR’S FAILURE TO APPEAR.
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THE ARBITRATOR IS SPECIFICALLY AUTHORIZED TO, AND AS
APPROPRIATE, SHALL, RECOMMEND OR AWARD TO THE PREVAILING PARTY IN
THE ARBITRATION PROCEEDINGS ITS REASONABLE ATTORNEYS’ FEES AND
COSTS, INCLUDING, WITHOUT LIMITATION, JAMS/ENDISPUTE ADMINISTRATION
FEES AND THE ARBITRATOR’S FEES. THE PREVAILING PARTY SHALL ALSO BE
ENTITLED TO RECOVER THE REASONABLE ATTORNEYS’ FEES AND COSTS IT
INCURS IN CONNECTION WITH THE CONFIRMATION OF THE AWARD AND ANY
PROCEEDINGS REQUIRED TO ENFORCE A JUDGMENT BASED ON THE AWARD.

BY EXECUTING THIS GUARANTY, GUARANTOR DOES HEREBY WAIVE TO
THE FULLEST EXTENT POSSIBLE, GUARANTOR’S RIGHT TO JURY TRIAL UNDER
THE UNITED STATES CONSTITUTION, THE CONSTITUTION OF THE STATE OF
CALIFORNIA AND ALL APPLICABLE STATUTES, AND SUCH WAIVER SHALL
EXTEND TO ANY AND ALL CLAIMS, REGARDLESS OF WHETHER SUCH CLAIMS
ARE ULTIMATELY ARBITRATED PURSUANT TO THIS PROVISION OR DECIDED
THROUGH JUDICIAL PROCEEDINGS.

‘&mm’ Initials Lender’s Initials

18.  Joint and Several Liability.

The obligations of all parties comprising Guarantor hereunder shall be joint and several
and all words used herein in the singular shall be deemed to have been used in the plural as the
contents and construction so require. If for any reason this Guaranty is held to be unenforceable
against any of the parties comprising Guarantor, such unenforceability shall not affect the
obligations of the remaining parties comprising Guarantor, and each independently to enforce the

terms and conditions of this Guaranty.~ - -

19.  Entire Agreement: Amendments.

This Guaranty embodies the entire agreement of Guarantor and Lender with respect to the
matters set forth herein, and supersedes all prior or contemporaneous agreements (whether oral or
written) between Guarantor and Lender with respect to the mattets set forth herein. No course of
‘prior or subsequent dealing between Guarantor and Lender shall be used to supplement, modify
or vary the terms hereof, and no term or provision of this Guaranty may be changed, waived,
revoked, or amended without Lender’s prior written consent.

SIGNATURES ONLY ON FOLLOWING PAGE
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Signature page for $1,363,000 Guaranty Agreement

IN WITNESS WHEREOF, Guarantors hereunder have executed this Guaranty as of the
date first above written,
GUARANTORS:

G Companies Homebuilding, LLC, a
California limited liability company

By: CAMEO HOMES, a California

corporation, ﬁzger
By

ames C. Gianulias, President

CAMEO HOMES, a California
cotporation,

igMulias, Individually

mﬁ(iamﬂias, as Trustee of the

James Chris Gianulias 1998 Trust
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PROMISSORY NOTE

$1,363,000 May 10, 2006
Loan No.: 7600004033 ‘ Newport Beach, California

FOR VALUE RECEIVED, the undersigned (together with their permitted successors and
assigns being herein referred to collectively as “Maker™), (and hereinafter referred to in the
singular, whether one or more), promises to pay to the order of CALIFORNIA NATIONAL
BANK, a national banking association, its successors or assigns or any subsequent holder
(hereinafter sometimes collectively referred to as “Payee”) of this Promissory Note (*Note™), at
1301 Dove Street, Suite 101, Newport Beach, California 92660-2458, or at such other place as
Payee may designate in writing, the principal sum of One Million Three Hundred Sixty-Three
Thousand Dollars ($1,363,000), with interest thereon as set forth below.

The interest rate on this Note is subject to change from time to time based on changes in
an independent index which is the Wall Street Journal Prime Rate (the “Index”). The Index is
not necessarily the lowest rate charged by Payee on its loans. If the Index becomes unavailable
during the term of this Joan, Payee may designate a substitute index after notice to Maker.
Interest shall accrue on the principal from time to time outstanding at a rate of 150 basis points
(1.50%) over the Index. Any change in the Index shall result in a change in the rate of interest
payable under this Note, effective on the date of each such change, without notice to Maker. The
interest payable under this Note shall be computed on the basis of a 360-day year, but accrue on
the actual number of days elapsed. Interest shall accrue under this Note only upon such sums as
shall be advanced hereunder, as of the date of advancement, and upon such other amounts as
may be owing to Payee under any instrument securing payment of this Note. Upon funding of
this loan (the *“Loan”), Payee shall allocate and disburse from the proceeds of that certain
$12,670,000 construction loan made by Payee to Maker (the “Construction Loan™), a sum equal
10 $20,400 (1.50%) as a Loan fee (“Loan Fee™) for this Loan.

Interest only shall be payable monthly as it accrues on the principal from time to time
outstanding, commencing on April 1, 2006 (which first payment shall include any interest
accrued during the months of February and March 2006) and continuing on the first day of each
month thereafter. The balance of said principal sum with all unpaid interest thereon and any
unpaid Iate charge or other sums owing to Payee hereunder shall be due and payable in full on
the date which is eighteen (18) months after the recordation of that certain First Amendment to
Construction Deed of Trust entered into between Maker and Payee in connection with the
Construction Loan (the “Maturity Date””). Maker acknowledges that there is no interest reserve
established for this Loan and Maker must itself fund all payments of interest due hereunder.

In addition to interest payments, Maker shall make principal payments against the
outstanding principal balance in accordance with the provisions of Section 15.05 of that certain
Construction Loan Agreement of even date herewith, by and between Maker and Payee. Maker
shall have no right to re-borrow any amounts paid against principal.

EXHEBIT (13)
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All installments of interest and payments of principal under this Note shall be payable in
lawful money of the United States of America without offset or deduction of any kind. Payment
by check shall be credited only when collected by Payee, and payment by wire transfer or other
means shall be credited only when actually received by Payce. All payments made hereunder
shall be applied first to any late charges or other expenses, premiurs, or fees due hereunder, next
to unpaid interest due hereunder, and last to any unpaid principal due or outstanding.

Maker may prepay in whole or in part the principal amount outstanding under this Note,
together with accrued and unpaid interest thereon computed to the date of prepayment and any
unpaid late charge or other sums owing to Payee hereunder, without penalty or premium. Maker
shall bave no right to re-borrow any amount prepaid. Any principal prepaid pursuant hereto shall
be applied to principal due in inverse order of maturity. Prepayments received by Payee after
11:30 a.m. shall be deemed and treated as received on the next following business day.

In the event, and if for any reason, this Note is not paid in full on or before the Maturity
Date, and Payee elects not to immediately proceed with enforcement proceedings, whether by
formal or informal agreement, Maker shall pay to Payee a fee which is to be established at the
Maturity Date, for each consecutive thirty (30) day period or any portion thereof after the
. Maturity Date, in addition to the interest provided, which fee shall be equal to the proportionate
amount of the Loan Fee.

The occurrence of any of the following shall constitute an Event of Default under this
Note:

() failure to pay any installments due hereunder within ten (10) days of when due;

(i) failure to perform or comply with any of the covenants or agreements contained
herein, or in any instrument securing payment of this Note, provided that with respect to any
failure to perform or comply with any non-monetary covenant or agreement, so long as such
failure is susceptible to cure, Maker shall be entitled to thirty (30) days written notice from Payee
of such failure before such failure shall constitute an Event of Default. Provided further, if the
non-monetary failure is of a nature requiring more than thirty (30) days to cure, there shall be no
Event of Default so long as Maker or the party obligated commences such cure within thirty (30)
days of such notice and thereafter diligently pursues such cure. In no event shall any such grace
period extend the maturity date hereof; or

(iii) any “Event of Default” (beyond applicable cure periods) under (a) that certain
$12,575,000 Construction Loan Agreement dated May 24, 2005, by and between Payee and
Maker, or any document entered into in connection therewith, including, but not limited to, that
certain $12,575,000 Construction Deed of Trust Note of even date therewith given by Maker in
favor of Payee, or (b) that certain $12,670,000 Construction Loan Agreement of even date
herewith by and between Payee and Maker, or any document entered into in connection
therewith, including, but not limited to, that certain $12,670,000 Construction Deed of Trust
Note of even date therewith given by Maker in favor of Payee.
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Upon the occurrence of an Event of Default, and, at the option of Payee, the entire debt
then remaining unpaid at once shall become due and payable. During the pericd commencing
with any such Event of Default and continuing until such Event of Default is cured, the interest
rate hereunder shall be eighteen percent (18%) per annum, whether or not the aforesaid option
has been exercised.

In addition to and without limitation on any other rights or remedies Payee may have
hereunder or at law or in equity, if Maker shall fail to make any payment of interest or principal
- within ten (10) days afier the date the same is due and payable, a late charge by way of damages
shall be immediately due and payable. Maker recognizes that default by Maker in making the
payments herein agreed to be paid when due will result in Payee incurring additional expense in
servicing the loan, in loss to Payee of the use of the money due and in frustration to Payee in
meeting its other financial and loan commitments. Maker agrees that, if for any reason Maker
fails to pay the amounts due under this Note within ten (10) days of when due, Payee shall be
entitled to damages for the detriment caused thereby, but that it is extremely difficult and
impractical to ascertain the extent of such damages. Maker therefore agrees that a sum equal to
five cents ($.05) for each one dollar ($1.00) of each payment which becomes delinquent is a
reasonable estimate of said damages to Payee, which sum Maker agrees to pay on demand.

If this Note is not paid when due, whether at the Maturity Date or by acceleration as
hereinabove provided, Maker promises to pay all costs of collection and all expenses incurred for
the protection of or realization upon any collateral securing this Note; such costs and expenses
shall include, without limitation, all costs, expenses and attorneys’ fees incurred by Payee in
connection with any insolvency, bankruptcy, reorganization, arrangement or other similar
proceedings involving any person or entity liable for the payment of this Note or having rights in
any collateral securing payment of this Note. Maker further promises to pay all costs, expenses
and attorneys” fees incurred by Payee in connection with any default hereunder and in any
proceeding brought to enforce any of the provisions of this Note, All such sums shall bear
jnterest from the date incurred by Payee until paid at the default interest rate set forth
hereinabove.

Should interest under this Note or any late charge, fees, expenses or any other sums
owing to Payee not be paid in full when due, the amount thereof shall be added to the principal
amount outstanding under this Note and thereafter shall bear like interest as principal.

Upon the happening of any Event of Default hereunder which may be cured by payment
of money, Payee shall have the right, but not the obligation, and without limitation as to any
other rights or remedies of Payee, to make such payment from its own funds on Maker’s behalf.
The making by Payee of such payment from its own funds shall not be deemed to cure such
default hereunder by Maker. 1f Payee advances its own funds for such purposes, such funds shall
be considered additional advances under this Note and shall be secured by any security
instruments securing this Note. Maker shall immediately upon demand reimburse Payee for any
such advances, with interest thereon at the default interest rate set forth hereinabove from the
date of such advance until the date of reimbursement.
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This Note inures to and binds the heirs, successors and assigns of Maker and Payee.
Maker understands that Payee may transfer and assign its interest in this Note, pledge its interest
in this a Note or grant or sell participations in some or all of Maker’s indebtedness outstanding
under this Note. In connection with any such transaction, Payee may disclose to each
prospective and actual transferee, pledgee, purchaser or participant, any and all documents and
information relating to the loan evidenced by this Note. If Payee so requests, Maker shall sign
and deliver a new note to be issued in exchange for this Note. Maker may not assign any rights
or obligations under this Note without Payee’s prior written consent, which consent may be
withheld in Payee’s sole discretion.

If any provision of this Note is held to be invalid or unenforceable by a court of
competent jurisdiction, the other provisions of this Note shall remain in full force and effect and
shall be liberally construed in favor of the Payee in order to effect the provisions of this Note. In
addition, in no event shall the rate of interest payable under this Note exceed the maximum rate
of interest permitted to be charged by applicable law (including the choice of law rules), and any
interest paid in excess of the permitted rate shall be refunded to Maker. Such refund shall be
made by application of the excessive amount of interest paid against any sums outstanding. If
the excessive amount of interest paid exceeds the sums outstanding, the portion exceeding the
sums outstanding shall be refunded in cash by Payee. Any such crediting or refund shall not cure
or waive any default by Maker hereunder.

Maker and any guarantors and surcties hereof severally waive presentment, protest and
demand, notice of protest, demand and of dishonor and non-payment of this Note, waive the
right to plead any and all statutes of limitation as a defense to any demand under this Note, and
expressly agree that this Note, or any payment hereunder, may be extended from time to time
without in any way affecting the liability of the Maker, said guarantors and sureties hereof. The
obligations of Maker and all guarantors and sureties hereof shall be joint and several, and all
words used herein in the singular shall be deemed to have been used in the plural when the
context and construction so require.

No previous waiver and no failure or delay in acting by Payee with respect to any of the
terms hereof or of any instrument securing payment of this Note shall constitute a waiver of any
breach, default or failure or condition under this Note or any instrument securing payment
hereof. The acceptance by Payee of any payments under this Note in an amount less than the
amount due and owing or after the date that such payment is due shall not constitute a waiver of
the right to require prompt and full payment when due of future or succeeding payments or to
declare a default as herein provided.

. EXCEPT AS SPECIFICALLY PROVIDED HEREIN, ALL DISPUTES, CLAIMS, OR
CONTROVERSIES (WHETHER SOUNDING IN TORT OR CONTRACT OR BASED UPON
A STATUTE) (HEREINAFTER “CLAIMS”) ARISING OUT OF, BASED UPON, OR
RELATING TO THIS NOTE SHALL BE SUBMITTED TO BINDING ARBITRATION
BEFORE A RETIRED JUDGE OF JAMS/ENDISPUTE IN ORANGE COUNTY,
CALJFORNIA, PURSUANT TO THE JAMS/ENDISPUTE COMPREHENSIVE
. ARBITRATION RULES AND PROCEDURES. JUDGMENT UPON THE ARBITRATION
AWARD MAY BE ENTERED IN ANY COURT HAVING JURISDICTION THEREOF AND
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SHALL BE FINAL, BINDING, AND NON-APPEALABLE. NOTWITHSTAND]NG THE
FOREGOING, THIS CLAUSE SHALL NOT:

(A) LIMIT OR PROHIBIT PAYEE FROM BRINGING ANY ACTION IN ANY
COURT OF COMPETENT JURISDICTION FOR INJUNCTIVE RELIEF; FOR
APPOINTMENT OF A RECEIVER; FOR PROVISIONAL REMEDIES, INCLUDING
TEMPORARY PROTECTIVE ORDERS AND WRITS OF ATTACHMENT; AND THE
FILING OF SUCH ACTIONS BY PAYEE SHALL NOT:

(1)  CONSTITUTE A WAIVER OF THIS ARBITRATION PROVISION; OR

@0 - LIMIT THE COURT FROM REFERRING AS MUCH OF THE
CLAIMS IN THE ACTION TO ARBITRATION AS POSSIBLE;

LIMIT OR PROHIBIT PAYEE FROM EXERCISING ANY OF ITS RIGHTS
AS PAYEE UNDER THIS NOTE INCLUDING THE USE OF ANY SET-OFF OR LIEN
RIGHTS; '

THE ARBITRATOR SHALL HAVE NO RIGHT OR POWER TO ENJOIN OR
RESTRAIN ANY ACT OF ANY PARTY.

_ THIS ARBITRATION PROVISION SHALL BE DEEMED TO BE SELF-EXECUTING
AND IN THE EVENT THAT MAKER FAILS TO APPEAR AT ANY PROPERLY NOTICED
ARBITRATION PROCEEDING, AN AWARD MAY BE ENTERED AGAINST MAKER
NOTWITHSTANDING ITS FAILURE TO APPEAR.

" THE ARBITRATOR IS SPECIFICALLY AUTHORIZED TO, AND AS
APPROPRIATE, SHALL, RECOMMEND OR AWARD TO THE PREVAILING PARTY IN
THE ARBITRATION PROCEEDINGS ITS REASONABLE ATTORNEYS’ FEES AND
COSTS, INCLUDING, WITHOUT LIMITATION, JAMS/ENDISPUTE ADMINISTRATION
FEES AND THE ARBITRATOR'’S FEES. THE PREVAILING PARTY SHALL ALSO BE
ENTITLED TO RECOVER THE REASONABLE ATTORNEYS’ FEES AND COSTS IT
INCURS IN CONNECTION WITH THE CONFIRMATION OF THE AWARD AND ANY
PROCEEDINGS REQUIRED TO ENFORCE A JUDGMENT BASED ON THE AWARD.

BY EXECUTING THIS NOTE, MAKER DOES HEREBY WAIVE TO THE FULLEST
EXTENT POSSIBLE, ITS RIGHT TO JURY TRIAL UNDER THE UNITED STATES
CONSTITUTION, THE CONSTITUTION OF THE STATE OF CALIFORNIA AND ALL
APPLICABLE STATUTES, AND SUCH WAIVER SHALL EXTEND TO ANY AND ALL
CLAIMS, REGARDLESS OF WHETHER SUCH CLAIMS ARE ULTIMATELY
ARBITRATED PURSUANT TO THIS PROVISION OR DECIDED THROUGH JUDICIAL

PROCEEDINGS.

Payee’s Initials
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This Note is to be govefned by and construed in accordance with the laws of the State of
California. Time is of the essence with regard to each and every term, covenant, provision and
condition of this Note.

This Note is secured by that certain Guaranty Agreement of even date herewith given by
G Companies Homebuilding, LLC, a California limited liability company, Cameo Homes, a
California corporation, James C. Gianulias, individually, and by James C. Gianulias, as Trustee
of the James Chris Gianulias 1998 Trust, in favor of Payee. Maker agrees that Payee may accept
additional or substitute security for this Note, or release any security or any party liable for this
Note, or extend or renew this Note, all without notice to Maker and without affecting the liability
of Maker.

MAKER:
BEG, LLC, a California limited liability company

By: G Companies Homebuilding, LLC, a
California limited liability company, Manager

By: CAMEO HOMES, a California
corporation, ger

es C. Gianulias, President
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Exhibit 3
BEG Homes, LLC
Claim $7,112,734.78



RIDER TO PROOF OF CLAIM OF CALIFORNIA NATIONAL BANK

L. Basis for Claim.

‘The Claim of California National Bank ("Cal National), against James Chris Gianulias
(the "Debtor") arises from obligations due »and owing under those certain Guaranty Agreements
dated May 24, 2005 (as amended, modified, and/or supplemented, the “May 24, 2005
Guaranty”)_, and May 10, 2006 (as amended, modified, and/or supplemented, the “May 10. 2006
Guaranty” the May 10, 2006 Guaranty together with the May 24, 2005 Guaranty are hereinafter

referred to as the "Cal National Guaranties"), guarantying those certain Loan Agreements dated

May 24, 2005 (as amended, modified, and/or supplemented, the “May 24, 2005 Agreement”),
and May 10, 2006 (as amended, modified, and/or supplemented, the “May 10, 2006 Agreement”

the May 24, 2005 Agreement together with the May 10, 2006 Agreement are hereinafter referred

to as the “Loan Agreements”) by which Cal National lent BEG Homes, LLC (the "Borrower")
the stated principal amount of $12,575,000 pursuant to the May 24, 2005 Loan Agreement, and
an additional principal sum of $12,670,000 pursuant to the May 10, 2006 Agreement. Pursuant
té the terms of the Cal National Guaranties, the Debtor unconditionally guaranteed all of the
obligations of the Borrower under the loans.

On January 9, 2008, Cal National, as plaintiff, filed that certain Complaint for (i) Judicial
Foreclosure; (ii) Specific Performance for Appointment- of a Receiver; (iii) Breach of Note; (iv)
Breach of Written Guaranty of Secured Loan; and (v) Breach of Written Guaranty of Unsecured
Loan in the Superior Court of the State of California for the County of Riverside, Case No. RIC
489827, against the Debtor as defendant concerning, the Cal Naﬁonal Guaranties. On May 7,

2008, the property was sold at public auction for $6,328,000.



IL Amount of Indebtedness Existing at Petition Date.

As of June 6, 2008 (the "Petition Date™), at least $7,112,734.78 was due and owing by
the Debtor, as Guarantor, to Cal National for loans ma;de under the Loan Agreements to the
Borrower, inclusive of accrued and unpaid interest and fees and expenses incurred in connection
therewith, as provided for under the Loan Agreements. This total amount consists of the
amounts set forth on the itemized statement attached hereto as Exhibit A.

III.  Supporting Documents.

The documents evidencing Cal National’s claim are attached hereto as Exhibit B.
IV.  Amendments.

Cal National reserves its right to amend and supplement this Proof of Claim or to file
additional Proofs of Claim for additional claims, including, without limitation, claims for interest
accruing after the Petition Date, administrative expenses, and/or other claims entitled to priority

and any and all other claims at law or in equity.



EXHIBIT A

As of the Petition Date — Loan Agreement

Balance due at Foreclosure Sale at least $13,440,734.78
Amount property sold for at Foreclosure Sale $6,328,000.00

Amount of Claim - atleast $7,112,734.78



WHEN RECORDED MAIL TO

BEG HOMES, LLC

C/0 CALIFORNIA NATIONAL BANK -

221 South Figueroa Street, MC 7504 fs is 1o certify that this is 3 frug.an

Lod Angeles, Cn 90012-2552 of the Original o ! %C(y‘? copy .

Attn : Jyotsna Desai, Yice President Instrument No. K{'jtf 6 3 . { .
MAIL TAX STATEMENTS TO NORTH AMERICAN TITLE cOMPt‘ Y

SAME AS ABOVE By LAA..... s

 Coufty of Riverside

. Space above this fine for recordel’s use anly
Trusiee Sale No. 2007-CA004889 Loan Na. 7600003830 AND 7600004023 Tite Order No. 43-83335-65

TRUSTEE'S DEED UPON'SALE
AND BILL OF SALE :

APN SEE EXHIBIT "A" ATTACHED HERETO AND MADE A PART HEREOF

“The undersigned grantor declares: ]
1) The Grantes herein was the foreclosing beneficiary.

'2)  Theamount of the unpaid debt together with COSES WAS...css s crsenners $13:440,734.78
3)  Theamount paid by the grantee at the trustee sale Was ......cc.-iveune $6,328,000.00
4) The documentary transfer tax IS vevraenranasarrsemsnsessrasnsassassssasas peressnenarens $NONE

5) Said property is in RIVERSIDE . .

" and REF.S. INC., A CALIFORNIA CORPORATION, as Trustee (herein called Trustee), as the duly

appointed Trustee or substituted Trustee under the Deed of Trust hereinafter described, does
hereby grant and convey, but without covenant or warranty, express or implied, to BEG HOMES,
LLC, A CALIFORNIA LIMITED l,lABlLﬂfY COMPANY (herein called Grantee), ali of its right, title
.and interest in and to that centain property situated in.the County of RIVERSIDE, State of California,
described as follows: FOR LEGAL DESCRIPTION SEE EXHIBIT "A" ATTACHED HERETO AND

MADE A PART HEREOF

Situs: VACANT LAND, RIVERSIDE, CA

RECITALS: . : ] '

This conveyance is made pursuant to the powers conferred upen Trustee by that certain Deed of.
Trust dated 05-24-2005 and executed by BEG, LLC, A CALIFORNIA LIMITED LIABILITY
_COMPANY, as Trustor, and Recorded 05-26-2005, Book N/A, Page N/A , instrument 2005-0420355
of official records of RIVERSIDE County, California, and after fulfiltlment of the conditions specified
in said Deed of Trust authorizing this conveyance. : .

Default occurred as set forth in a Notice of Default and Election to Sell which was recorded in the
Office of the Recorder of said County, and such default still existed at the time of sale.

All requirements of law regarding the mailing of copies of notices or the publication of a copy of the
Notice of Default or the personal delivery of the copy of the Notice of Default and the posting and
publication of copies of the Nolice of 'a Sale have been complied with.

Trustee, in compliance with said Notice of Trustee's Sale and in exercise .of its powers under said
Deed of Trust, soid the herein described property at public auction on 05-07-2008. Grantee, being



"Frustee Sale No.: 2007-CANNSSHEY
Loun No.. 7600003830 AND 7600004023
Title Order No.. 43-83335-65

the highest bidder at said sale, became the purchaser-of said property for the amount bid being
$6,328,000.00 in jawful money of the United States, or by credit bid if the Grantee was the
peneficiary of said Deed of Trust at the time of said Trustee's Sale. '

This sale was a unified sale of real and personal property. The undersigned further sells, transfers

and conveys by quitclaim to grantee the personal property. security and ‘coltateral under that certain

Security Agreement dated 5/24/2005 , by and between.CALlFORNlA NATIONAL BANK, A

NATIONAL BANKING ASSOCIATION and BEG, LLC, A CALIFORNIA LIMITED LIABILITY .
COMPANY and that certain financing statement dated 5/24/2005 and filed in the Office of the

Secretary of State as instrument No. 057028444519 on 5/26/2005 ‘and any amendments OF

modifications to either of them, as described in the Notice of Sale, and set forth below. Such sale

on behalf of the Secured Party is “AS 1S, WHERE IS’ WITH ALL FAULTS. AND WITHOUT

WARRANTY, EXPRESS OR IMPLIED, OF ANY KIND. :

DATE: May 8, 2008

REF.S. INC., ACAL ORNIA CORPORATION, as said Trustee

~

BER, VICE PRESIDENT

STATE OF  CALIFORNIA
COUNTY OF LOS ANGELES

On MAY 8, 2008 before me, DANH N. LE, a Notary Public, personally appeared ELIZABETH
BERBER, who proved to me on the basis of satisfactory evidence) to be the person(s) whose
" name(s) is/are subscribed to the within instriment and acknowledged to me that helshe/they
executed the same in his/her/their authorized capaciy(ies), and that by his/her/their signature(s) on
the instrur:xent the person(s), or the entity upon behalf of which the person(s) acted, executed the
instrument.. ‘ ‘

| cerlify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct. : '

WITNESS my hand and official seal.

Notary Public in and for said County and State




EXHIBIT B

Guaranty Agreement dated May 24, 2005, by and among G. Companies Homebuilding,
LLC, Cameo Homes, James C. Gianulias, an individual, and James C. Gianulias, as
Trustee of the James Chris Gianulias Trust dated October 14, 2003, fka The James Chris
Gianulias 1998 Trust dated December 22, 1998, as Guarantors for the benefit of
California National Bank.

Construction Loan Agreement dated May 24, 2005.

Guaranty Agreement dated May 10, 2006, by and among G. Companies Homebuilding,
LLC, Cameo Homes, James C. Gianulias, an individual, and James C. Gianulias, as
Trustee of the James Chris Gianulias Trust dated October 14, 2003, fka The James Chris
Gianulias 1998 Trust dated December 22, 1998, as Guarantors for the benefit of -
California National Bank.

Construction Loan Promissory Note dated May 10, 2006.
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Loan No. 7600003830

GUARANTY AGREEMENT

THIS GUARANTY AGREEMENT (“Guaranty”), dated as of the 24™ day of May 2005, is
hereby given by G COMPANIES HOMEBUILDING, LLC, a California limited liability
company, CAMEO HOMES, a California corporation, JAMES C. GIANULIAS, an individual,
and JAMES C. GIANULIAS, AS TRUSTEE OF THE JAMES CHRIS GIANULIAS 1998
TRUST (collectively “Guarantor”), to CALIFORNIA NATIONAL BANK, a national banking
association (“Lender”).

A. BEG, LLC, a California limited liability company (“Borrower™), has agreed to
obtain a refinance and construction (manufacture of lots) loan from Lender in the principal sum
of Twelve Million Five Hundred Seventy-Five Thousand Dollars ($12,575,000) (the “Loan™) to
be secured by certain real property located in the unincorporated area of Wildomar, County of
Riverside, California (the “Property”).

" B.  The Loan is evidenced by a Construction Deed of Trust Note of even date
herewith in the amount of Twelve Million Five Hundred Seventy-Five Thousand Dollars
- ($12,575,000) given by Borrower to Lender (the “Note™), governed by a Construction Loan
Agreement (“Construction Loan Agreement”) by and between Borrower and Lender, and secured
by a Construction Deed of Trust, Assignment of Leases and Rents, Security Agreement and
Fixture Filing (the “Deed of Trust™), all of even date herewith, and which Loan is further
evidenced and secured by additional documents of even date herewith (“Loan Documents™).

C. Lender is willing to make the Loan if, among other conditions, it receives this
Guaranty from Guarantor, and the giving of this Guaranty to Lender is a material inducement to
Lender in making the Loan. Accordingly, Guarantor, who is affiliated with Borrower and will
receive a direct and substantive benefit from the Loan, desires to enter into this Guaranty to
induce Lender to make the Loan.

NOW, THEREFORE, in consideration of the foregoing recitals and other good and

valuable consideration, the receipt and sufficiency of which is hereby acknowledged, Guarantor
hereby agrees as follows:

1. Guaranty.

a. Guarantor hereby unconditionally and independently of any liability of Borrower

EXHBIT(S)
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guarantees and agrees to pay to Lender, without any requirement whatsoever of resort by Lender
to any other party, all amounts owing to Lender under the Note, the Construction Loan
Agreement, the Deed of Trust, and any other instruments or documents evidencing or securing
the Loan (the “Indebtedness™). Guarantor further guarantees to Lender the timely performance of
each and every obligation of Borrower under the Note, the Construction Loan Agreement, the
Deed of Trust, and the Loan Documents.

b. If Borrower fails to perform any or all of the matters specified in Section 1(a),
above, on or before the times such matters are to be done by Borrower, Guarantor shall promptly,
and whether or not notice thereof is received from Lender, do, at Guarantor’s expense, any such
matter which Borrower has failed to do or pay.

c. If Guarantor fails to make such payments or perform such obligations promptly,
Lender may pursue any remedies at law or in equity against Guarantor, without having to proceed
first against Borrower, and Guarantor shall be jointly and severally liable to Lender for all
expenses, including reasonable attorneys’ fees incurred by Lender, and all amounts paid by
Lender in taking any such action.

d. - The obligations of Guarantor hereunder are joint and several with the Borrower,
and independent of the obligations of Borrower, and a separate action or actions may be brought
and prosecuted against Guarantor whether action is brought against Borrower or any other
guarantor or whether Borrower or any other guarantor are joined in any such action or actions.
Guarantor acknowledges that there are no conditions precedent to the effectiveness of this
Guaranty, and that this Guaranty is in full force and effect and is binding on Guarantor as of the
date written below, regardless of whether Lender obtains collateral or similar guaranties from
others or takes any other actions contemplated by Guarantor.

2. Aunthorizations to Lender.

Guarantor authorizes Lender, without notice to or the consent of Guarantor, at any time
and from time to time, either before or after the maturity of the Note, (a) with consent of
Borrower, to amend any provision of the Note, the Construction Loan Agreement, the Deed of
Trust, or any other documents evidencing or securing the Loan from Lender, including any
change in the interest rate therein or any change in the time or manner of payment thereunder, or
(b) to make any agreement with Borrower for the extension, payment, compounding,
compromise, discharge or release of any provision of the Note, the Construction Loan
Agreement, the Deed of Trust, or-any other documents evidencing or securing the Loan from
Lender, or for any modification of the terms thereof. Without limiting the generality of the
foregoing, Lender is expressly authorized to surrender to Borrower, or to deal with or modify the
form of, any security which Lender may at any time hold to secure the performance of any
obligation hereby guaranteed, and the guaranties herein made by Guarantor shall not be impaired
or affected by any of the foregoing.
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3. Representations and Warranties of Guarantor.

Guarantor represents and warrants that: (a) this Guaranty is executed at Borrower’s
request; (b) Lender has made no representation to Guarantor as to the creditworthiness of
Borrower; and (c) Guarantor has established adequate means of obtaining from Botrower on a
continuing basis financial and other information pertaining to Borrower’s financial condition.
Guarantor agrees to keep adequately informed by such means of any facts, events or
circumstances which might in any way affect Guarantor’s risks hereunder, and Guarantor further
agrees that Lender shall have no obligation to disclose to Guarantor information or material
acquired in the course of Lender’s relationship with Borrower.

4, Guarantor’s Waivers.

a. Guarantor waives any right to require Lender to: (a) proceed against any person,
including Borrower; (b) proceed against or exhaust any security held from Borrower, any other
guarantor or any other party; (¢) give notice of the terms, time and place of any public or private
sale of personal property security held from Borrower or otherwise to comply with Section 9504
of the California Uniform Commercial Code; (d) pursue any other remedy in Lender's power
whatsoever; or (¢) make any presentments, demands for performance, or give any notices of
nonperformance, protests, notices of protests or notices of dishonor in connection with any
obligations or evidences of the Indebtedness guaranteed herennder.

b. Guarantor waives any defense arising by reason of: (2) any disability or other
defense of Borrower, any other guarantor or any other person; (b) the cessation from any cause
whatsoever, other than payment in full, of the obligations of Borrower, any other guarantor or
any other person; (c) the application by Borrower of the proceeds of the Note for purposes other
than the purposes represented by Borrower to Lender or intended or understood by Lender or
Guarantor; (d) any act or omission by Lender which directly or indirectly results in or aids the
discharge of Borrower or the Note or other Loan Documents by operation of law or otherwise; or
(e) any modification of the Note or other Loan Documents, in any form whatsoever, including
without limitation the renewal, extension, acceleration or other change in time for payment of the
Indebtedness, or other change in the terms of the Note, the other Loan Documents or any part
thereof, including increase or decrease of the rate of interest thereon. Until the Indebtedness
shall have been paid in full, Guarantor shall have no right of subrogation. Guarantor waives any
loss of rights Guarantor may suffer by reason of any rights, powers or remedies of Borrower in
connection with any anti-deficiency laws or any other laws limiting, qualifying or discharging
Borrower's obligations under the Note (including without limitation Sections 726 and 580d of the
California Code of Civil Procedure as from time to time amended). In addition, Guarantor
waives all rights and protections of any kind which Guarantor may have for any reason which
would affect or limit the amount of any recovery by Lender from Guarantor following a
nonjudicial or judicial foreclosure of any security for the Indebtedness, including, without
limitation, the right to any fair market value hearing pursuant to Section 580a of the California
Code of Civil Procedure. Until the Indebtedness shall have been paid in full, Guarantor forther
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waives any right to enforce any remedy which Lender now has or may hereafter have against
Borrower, any other guarantor or any other person, and waives any benefit of, or any right to
participate in any security whatsoever now or hereafter held by Lender.

c. Guarantor waives all rights and defenses that Guarantor may have because
Borrower’s debt is secured by real property. This means, among other things: (1) Lender may
collect from Guarantor without first foreclosing on any real or personal property collateral
pledged by Borrower; (2) if Lender forecloses on any real property collateral pledged by
Borrower: (a) The amount of the Indebtedness may be reduced only by the price for which that
collateral is sold at the foreclosure sale, even if the collateral is worth more than the sale price;
(b) Lender may collect from Guarantor even if Lender, by foreclosing on the real property
collateral, has destroyed any right Guarantor may have to collect from the Borrower. This is an
unconditional and irrevocable waiver of any rights and defenses Guarantor may have because
Borrower’s debt is secured by real property. These rights and defenses include, but are not
Jimited to, any rights or defenses based upon Section 5802, 580b, 580d, or 726 of the California
Code of Civil Procedure. Guarantor further waives all rights and defenses arising out of an
election of remedies by Lender, even though that election of remedies, such as a nonjudicial
foreclosure with respect to security for a guaranteed obligation, has destroyed the Guarantor’s
rights of subrogation and reimbursement against Borrower by the operation of Section 580d of
the California Code of Civil Procedure or otherwise. Guarantor specifically waives any and ail
defenses and rights that may be waived pursuant to Union Bank v. Gradsky (1968) 265 Cal.App.
2d 40, and any cases, statutes or authority subsequently interpreting such decision.

d Guarantor waives any and all rights of subrogation, reimbursement,
indemnification, and contribution and any other rights and defenses that are or may become
available to Guarantor by reason of Sections 2787 to 2855, inclusive, and 3433 of the California
Civil Code. . .

e Guarantor waives any defense or benefits arising out of any voluntary or
involuntary filing by or on behalf of Borrower for protection under any federal or state
bankruptcy, insolvency, or debtor relief laws, including, without limitation, under Sections 364
or 1111(b)(2) of the United States Bankruptcy Code.

f Guarantor acknowledges and waives the suretyship rights and defenses set forth in
.California Civil Code Section 2856, each and all of the provisions of which are incorporated
herein by this reference as if set forth in fusll.

g Guarantor waives any right to receive notice of any judicial or nonjudicial sale or
foreclosure of any Deed of Trust securing the Indebtedness, and Guarantor’s failure to receive
any such notice shall not impair or affect Guarantor’s liability thereunder.

h. Guarantor further waives any duty on the part of Lender to disclose to Guarantor -
any facts Lender may now have or hereafter acquire concerning Borrower, regardless of whether
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Lender has reason to believe that any such facts materially increase the risk beyond which
Guarantor has contemplated hereunder or has reason to believe that such facts are unknewn to
Guarantor or has a reasonable opportunity to communicate such facts to Guarantor, it being
understood and agreed that Guarantor is fully responsible for being and keeping informed of the
financial condition of Borrower and of ail circumstances bearing on the obligations of Guarantor
under this Agreement.

5. Waiver of Statute of Limitattons.

Guarantor waives the benefit of any statute of limitations affecting Guarantor’s liability
hereunder or the enforcement hereof, and agrees that any payment of the Note or other act which
shall toll any statute of limitations applicable thereto shall similarly operate to toll such statute of
limitations applicable to Guarantor’s liability hereunder. The liability of Guarantor hereunder
shall be reinstated and revived, and the rights of Lender shall continue, with respect to any
amount at any time paid on account of the Indebtedness guaranteed hereby, which shall thereafter
be required to be restored or returned by Lender npon the bankruptcy, insolvency or
reorganization of Borrower or for any other reason, all as though such amount had not been paid.

6. Guarantor’s Understandings With Respect to Waivers.

Guarantor warrants and agrees that each of the waivers set forth above are made with
Guarantor’s full knowledge of their significance and consequences, and that under the
circumstances, the waivers are reasonable. If any of said waivers are determined to be contrary
to any applicable law or public policy, such waivers shall be effective only to the maximum
extent permitted by law. Guarantor further understands that all remedies afforded to Lender by
reason of this Agreement are separate and cumulative remedies and none of such remedies,
whether exercised by Lender or not, shall be deemed to be in exclusion of anyone of the other
remedies available to Lender, and shall not in any way limit or prejudice any other legal or -
equitable remedy available to Leuder.

7. No Release.

Until all of the terms, covenants and conditions of the Loan Documents and this Guaranty
are fully performed, Guarantor shall not be refeased by any act or thing which might, but for this
paragraph, be deemed a legal or equitable discharge of a surety (including any act by Lender
which might have the effect of destroying Guarantor’s rights of subrogation against Borrower,
such as in the case of foreclosure), or by reason of any waiver, extension, modification,
forbearance or delay of Lender or its failure to proceed promptly or otherwise, or by reason of
any further obligation or agreement between any then owner of the Property and the then holder
of the Note, the Construction Loan Agreement, the Deed of Trust, and/or any of the other Loan
Documents relating to the payment of any sum secured thereby, or to any of the other terms,
covenants and conditions contained therein, and Guarantor hereby expressly waives and
surrenders any defense to its liability under this Agreement based upon any of the foregoing acts,
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things, agreements or waivers.

8. Subrogation.

If Guarantor shall make payments under this Guaranty, Guarantor shall, to the extent of
such payments, be subrogated to the rights and remedies of Lender under the Note, the
Construction Loan Agreement, the Deed of Trust, and any other Loan Documents, provided,
however, that any such rights of subrogation shall at all times be subordinate as to lien, time of
payment, and, in all other respects, to the amounts owing to Lender under the Note, the
Construction Loan Agreement, the Deed of Trust, and the Loan Documents. Guarantor shall not
be entitled to take any action to enforce or receive payment thereof until all sums owing to
Lender under, the Note, the Loan Agreement, the Deed of Trust, and the other Loan Documents
have been paid in full. v

9, Representations and Warranties.

Guarantor hereby makes the following representations and warranties to Lender as of the
date of this Guaranty.

a. Authorization and Validation. The execution, delivery and performance by
Guarantor of this Guaranty (i) is within the powers of Guarantor, (ii) has received all necessary
approvals on bebalf of Guarantor, (iii) has received all necessary governmental approvals, and
(iv) will not violate any provisions of law, any order of any court or other agency of government,
or any indenture, agreement or any other instrument to which Guarantor is a party or by which
Guarantor or any of its property is bound, or be in conflict with, result in any breach of or
constitute (with due notice and/or lapse of time) a default under any such indenture, agreement or
other instrument, or result in the creation or imposition of any lien, charge or encumbrance of any
nature whatsoever upon any of its property or assets, except as contemplated by the provisions of
this Agreement. This Agreement, when executed and delivered to Lender, will constitute legal,
valid and binding obligations of Guarantor enforceable in accordance with its terms.

b. Financial Inforration. All financial data that has been given to Lender with
respect to Guarantor and the Property (i) is complete and correct in all material respects,
(i) accurately represents the financial condition of Guarantor and the Property as of the date on
which, and the results of Guarantor’s or the Property’s operations for the period for which, the
same have been furnished, and (jii) has been prepared in accordance with generally accepted
accounting principles or tax accounting principles consistently applied throughout the periods
covered. All balance sheets disclose all known liabilities, direct and contingent, as of their
respective dates. There has been no adverse change in the financial condition of Guarantor since
the date of the most recent of such financial statements given to Lender other than changes in the
ordinary course of business, none of which changes has been materially adverse.

c. No Defanlts. Guarantor is a party to no agreement or instrument that will
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materially interfere with its performance under this Agreement, and is not, except as otherwise
disclosed or known to Lender, in default in the performance, observance or fulfillment of any of
the material obligations, covenants or conditions set forth in any agreement or instrument to
which it is a party.

d. Review of Documents. Guarantor has reviewed, understood and approved all of
the terms and conditions of the Note, the Construction Loan Agreement, the Deed of Trust, and
all of the other Loan Documents and any other documents executed in connection with the Loan,
including, without limitation, this Guaranty, and Guarantor has been afforded the full and fair
opportunity to consult with independent legal counsel of Guarantor’s choice with respect to each
and all of such matters and documents and has done so to the extent deemed appropriate by
Guarantor.

c. Litigation. There is not now pending against or affecting Guarantor or the
Property, nor, to the knowledge of Guarantor is there threatened, any claim, investigation, action,
suit or proceeding at law, or in equity, or before any court or administrative agency which, if
adversely determined, would impair or adversely affect the Property or the financial condition or
business operations of Guarantor.

f. Taxes. Guarantor has filed all federal, state, county and municipal income tax
returns required to have been filed by it, and has paid all taxes which have become delinquent
pursuant to such returns or pursuant to any assessments received by it except as to those
expressly disclosed to Lender in writing and approved by Lender, and Guarantor does not know
of any basis for additional assessment in respect of any such taxes. Guarantor has no knowledge
or any pending assessments or adjustments of its taxes payable with respect to any year.

g Compliance. Guarantor has examined and is familiar with all conditions,
restrictions, reservations and zoning ordinances affecting the Property. The Property will in all
material respects conform to and comply with all of the requirements of said conditions,
restrictions, reservations and zoning ordinances and all construction and installation on the
Property shall conform in all respects with applicable ordinances and statutes, including
subdivision laws and environmental impact laws, and shall be in accordance with all
requirements of the regulatory authorities having jurisdiction thereof.

“10.  Notices.

All notices, requests, demands, directions and other communications provided for
hereunder must be in writing and must be mailed, telegraphed, delivered or sent by telefacsimile
or cable to the appropriate party at their respective address set forth below or, as to any party, at
any other address as may be designated by it in a written notice sent to the other parties in
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accordance with this paragraph. If any notice, request, demand, direction or other
communication is given by mail, it shall be effective two (2) days after it is deposited in the mail
with first class or air mail postage prepaid; if given by telegraph, when delivered to a telegraph
company with charges prepaid; if given by telefacsimile, when sent; or if given by personal
delivery or by overnight nationally marketed courier services (e.g., Federal Express or Airborne),
when delivered. Notices are to be sent as follows: .

If to Guarantor: JAMES C. GIANULIAS
CAMEO HOMES
1105 Quail Street
Newport Beach, CA

If to Lender: CALIFORNIA NATIONAL BANK
1301 Dove Street, Suite 101
Newport Beach, CA 92660-2458

11.  Payment by Borrower.

Notwithstanding anything herein contained, this Guaranty shall become null and void if
Borrower shall pay to Lender in full the amount of the Indebtedness then owing to Lender, or its
successors or assigns; provided that if all or any part of such payment or performance is avoided
or recovered directly or indirectly from Lender as a preference, fraudulent transfer or otherwise
under the Federal Bankruptcy Code or any other federal or state laws, then this Agreement shall
be reinstated and shall remain in full force and effect.

12, Costs. Expenses and Aftorneys’ Fees.

All payments, advances, charges, costs and expenses, including reasonable attorneys’
fees, made or incurred by Lender in the enforcement of this Guaranty or in the collection of the
Note, or in connection with any case, action, proceeding or claim under Chapter 7, 11 or 13 of
the Federal Bankruptcy Code, regardless of whether commenced, filed or conceming Guarantor
or Borrower, shall be paid by Guarantor immediately and upon demand, together with interest at
a rate per annum equal to the interest rate specified in the Note.

13.  Context and Construction; Obligations of Married Persons.

When the context and construction so require, all words used in the singular shall be
deemed to have been used in the plural and the masculine shall include the feminine and neuter.
Any married person who sigus this Guaranty agrees that recourse may be had against separate
property for all obligations under this Guaranty.

N
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14. Goveming Law; Venue.

This Guaranty is and shall be deemed to be a contract entered into and pursuant to the
laws of the State of California and shall in all respects be governed, construed, applied and
enforced in accordance with the laws thereof. Guarantor hereby consents to venue for purposes
of any action brought by Lender under this Agreement in any court located in the County of
Orange, State of California.

15.  Binding Effect.

This Guaranty shall inure to the benefit of Lender and its successors and assigns and shall
be binding upon the heirs, personal representatives, successors and assigns of Guarantor.

16.  Severability.

Should any one or more of the provisions of this Agreement be determined to be illegal,
invalid or unenforceable, all other provisions of this Agreement shall remain in effect as if the
provision(s) determined to be illegal, invalid or unenforceable did not exist.

17.  Arbitration.

EXCEPT AS SPECIFICALLY PROVIDED HEREIN, ALL DISPUTES, CLAIMS, OR

CONTROVERSIES (WHETHER SOUNDING IN TORT OR CONTRACT OR BASED UPON
- A STATUTE) (HEREINAFTER “CLAIMS”) ARISING OUT OF, BASED UPON, OR
RELATING TO THIS GUARANTY SHALL BE SUBMITTED TO BINDING ARBITRATION
BEFORE A RETIRED JUDGE OF JAMS/ENDISPUTE IN ORANGE COUNTY,
CALIFORNIA, PURSUANT TO THE JAMS/ENDISPUTE COMPREHENSIVE
ARBITRATION RULES AND PROCEDURES. JUDGMENT UPON THE ARBITRATION
- AWARD MAY BE ENTERED IN ANY COURT HAVING JURISDICTION THEREOF AND
SHALL BE FINAL, BINDING, AND NON-APPEALABLE. NOTWITHSTANDING THE
FOREGOING, THIS CLAUSE SHALL NOT:

(A) LIMIT OR PROHIBIT LENDER FROM BRINGING ANY ACTION IN ANY
COURT OF COMPETENT JURISDICTION FOR INJUNCTIVE RELIEF; FOR
- APPOINTMENT OF A RECEIVER; FOR PROVISIONAL REMEDIES, INCLUDING
TEMPORARY PROTECTIVE ORDERS AND WRITS OF ATTACHMENT; OR FOR
JUDICIAL FORECLOSURE; AND THE FILING OF SUCH ACTIONS BY GUARANTOR
SHALL NOT -

(D  CONSTITUTE A WAIVER OF THIS ARBITRATION PROVISION; OR

(I0  LIMIT THE COURT FROM REFERRING AS MUCH OF THE CLAIMS
IN THE ACTION TO ARBITRATION AS POSSIBLE;
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(B)  LIMIT OR PROHIBIT LENDER FROM EXERCISING ANY OF ITS RIGHTS
'AS LENDER UNDER THIS GUARANTY, THE NOTE, THE CONSTRUCTION LOAN
AGREEMENT, THE DEED OF TRUST, OR UNDER ANY OTHER LOAN DOCUMENTS
INCLUDING, WITHOUT LIMITATION, THE INVOCATION OF THE POWER OF SALE
UNDER ANY DOCUMENT SECURING THE NOTE OR THIS GUARANTY, EXERCISING
ANY RIGHTS RELATING TO PERSONAL PROPERTY, INCLUDING TAKING OR
DISPOSING OS SUCH PROPERTY WITH OR WITHOUT JUDICIAL PROCESS UNDER
ARTICLE 9 OF THE CALIFORNIA UNIFORM COMMERCIAL CODE, OR THE USE OF
ANY SET-OFF OR LIEN RIGHTS;

(C) APPLY TO CLAIMS UNDER THE ENVIRONMENTAL INDEMNITY
AGREEMENT GIVEN IN CONNECTION WITH THE LOAN, WHICH CLAIMS MAY BE
FILED IN ANY COURT OF COMPETENT JURISDICTION.

THE ARBITRATOR SHALL HAVE NO RIGHT OR POWER TO ENJOIN OR
RESTRAIN ANY ACT OF ANY PARTY.

THIS ARBITRATION PROVISION SHALL BE DEEMED TO BE SELF-EXECUTING
AND IN THE EVENT THAT GUARANTOR FAILS TO APPEAR AT ANY PROPERLY
NOTICED ARBITRATION PROCEEDING, AN AWARD MAY BE ENTERED AGAINST
GUARANTOR NOTWITHSTANDING GUARANTOR’S FAILURE TO APPEAR.

THE ARBITRATOR IS SPECIFICALLY AUTHORIZED TO, AND AS
APPROPRIATE, SHALL, RECOMMEND OR AWARD TO THE PREVAILING PARTY IN
THE ARBITRATION PROCEEDINGS ITS REASONABLE ATTORNEYS’ FEES AND
COSTS, INCLUDING, WITHOUT LIMITATION, JAMS/ENDISPUTE ADMINISTRATION
FEES AND THE ARBITRATOR’S FEES. THE PREVAILING PARTY SHALL ALSO BE
ENTITLED TO RECOVER THE REASONABLE ATTORNEYS’ FEES AND COSTS IT
INCURS IN CONNECTION WITH THE CONFIRMATION OF THE AWARD AND ANY
PROCEEDINGS REQUIRED TO ENFORCE A JUDGMENT BASED ON THE AWARD.

BY EXECUTING THIS GUARANTY, GUARANTOR DOES HEREBY WAIVE TO
THE FULLEST EXTENT POSSIBLE, GUARANTOR’S RIGHT TO JURY TRIAL UNDER
THE UNITED STATES CONSTITUTION, THE CONSTITUTION OF THE STATE OF
CALIFORNIA AND ALL APPLICABLE STATUTES, AND SUCH WAIVER SHALL
EXTEND TO ANY AND ALL CLAIMS, REGARDLESS OF WHETHER. SUCH CLAIMS
ARE ULTIMATELY ARBITRATED PURSUANT TO THIS PROVISION OR DECIDED
THROUGH JUDICIAL PROCEEDINGS.

2l fe

Guarantors’ Initial{___~ Lender’s Initials
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18. Joint and Several Liability.

The obligations of all parties comprising Guarantor hereunder shall be joint and several
and all words used herein in the singular shall be deemed to have been used in the plural as the
contents and construction so require. If for any reason this Guaranty is held to be unenforceable
against any of the parties comprising Guarantor, such unenforceability shall not affect the
obligations of the remaining parties comprising Guarantor, and each independently to enforce the
terms and conditions of this Guaranty.

19. Entire Agresment; Amendments.

This Guaranty embodies the entire agreement of Guarantor and Lender with respect to the
matters set forth herein, and supersedes all prior or contemporaneous agreements (whether oral or
written) between Guarantor and Lender with respect to the matters set forth herein. No course of
prior or subsequent dealing between Guarantor and Lender shall be used to supplement, modify
or vary the terms hereof, and no term or prowsmn of this Guaranty may be changed, walved,
revoked, or amended without Lender’s prior written consent.

SIGNATURES ONLY ON FOLLOWING PAGE
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Signature page for Guaranty Agreement

IN WITNESS WHEREOF, Guarantors hereunder have executed this Guaranty as of the
date first above written.

GUARANTORS:

G Companies Homebuilding, LLC, a
California limited liability company

By: CAMEO HOMES, a California
corporation, ger

By:

Ames C. Gianulias, President

CAMEO HOMES, a California
:@Toj’
es C. Gianulias, President

es C. Gianulias, Individually

&s C. Gianulias, as Trustee of the
James Chris Gianulias 1998 Trust
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CONSTRUCTION LOAN AGREEMENT
BY AND BETWEEN
BEG, LLC, a California limited liability company
and

CALIFORNIA NATIONAL BANK, a national banking association

Dated: May 24, 2005

Loan No.: 7600003830
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Loan No.: 7600003830

CONSTRUCTION LOAN AGREEMENT

THIS CONSTRUCTION LOAN AGREEMENT (“Agreement”) is entered into as of May 24,
2005, by and between BEG, LLC, a California limited liability company (“Owner”), and
CALIFORNIA NATIONAL BANK; a national banking association (“Lender”).

RECITALS

This Agreement is executed by Owner for the purpose of obtaining a $12,575,000
construction loan (the “Loan™) from Lender, to be evidenced by a Construction Deed of Trust
Note made by Owner in favor of Lender and secured by, among other things, that certain
Construction Deed of Trust, Assignment of Leases and Rents, Security Agreement and Fixture
Filing of even date herewith, to be recorded upon the closing of the Loan in Official Records,
Riverside County, California, (the “Deed of Trust™), which Deed of Trust encumbers
approximately 30.25 acres of real property located in the unincorporated area of Wildomar,
County of Riverside, State of California, described on Exhibit “A” attached to and made a part
of this Agreement and all improvements now or in the fture erected on such real property (such
real property and improvements now or in the future erected on such real property are
collectively hereinafter referred to as the “Property”).

The Loan is to aid Owner in the final mapping of the Property and the manufacture of 86
finished lots thereon (with minimum lot sizes of approximately 7,200 sq. f.) (collectively
hereinafter referred to as the “Project”). As used herein, “finished lots” shall not require
payment of impact fees. Two final subdivision maps are anticipated to be recorded within ninety
(90) days of recordation of the Deed of Trust.

Concurrently herewith, Owner is obtaining certain mezzanine financing in connection
with the Property from MW Housing Partners Ifl, L.P., a California limited partnership (“MW
Housing”) in the maximum amount of $6,470,000, and secured by, among other documents, a
deed of trust on the Property (the “Subordinate Financing”). The Subordinate Financing is being
subordinated to the Deed of Trust.

NOW, THEREFORE, in consideration of the foregoing recitals, the making of the loan
and of the mutual promises contained in this Agreement, and of other valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the parties agree as follows:

ARTICLE I

LOAN ACCOMMODATION

1.01 The Loan. Owner agrees to take, and Lender agrees to make, upon the terms and
conditions contained in this Agreement, the Loan, which is a construction loan in the principal
sum of Twelve Million Five Hundred Seventy-Five Thousand Dollars ($12,575,000).
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1.02 Documents. In order to consuminate the Loan, Owner will hand Lender the
following documents, fuily executed, in the form prescribed by Lender, together with any
additional documents, items and funds as Lender may require in connection with this Agreement:

()  Construction Deéd of Trust Note (“Note”) in the principal amount of $12,575,000
and bearing interest at the rate set forth in the Note.

(b)  Construction Deed of Trust, Assignment of Leases and Rents, Security
Agreement and Fixture Filing (“Deed of Trust™).

(¢)  Assignment of Engineer’s Contract and Plans and Specifications.
(d)  Assignment of Architect’s Contract and Plans and Specifications.

(e)  Assignment of Rights under Sales Agreements, Permits and Development
Documents.

(®  Guaranty Agreement (of the Loan by G Companies Homebuilding, LLC, Cameo
Homes, James C. Gianulias, individually, and James C. Gianulias, as Trustee of the James Chris
Gianulias 1998 Trust).

(2) Environmental Indemnity Agreement.

@ Limited Liability Company Certifications.

(k)  Trust Certificate re Guaranty and Environmental Indemnity Agreement.
Q)] Corporate Resolution from Cameo Homes.

(m)  Subordination Agreement from MW Housing in connection with the Subordinate
Financing.

(@)  Lender’s form Disbursement Request and Authorization, Agreement to Provide
Insurance, and such other form acknowledgements and authorizations as Lender may require.

(0)  Such other items as Lender may reasonably require.

ARTICLE I
REPRESENTATIONS AND WARRANTIES

Owner represents and warrants to Lender that as of the date of recording the Deed of
Trust: ‘

2.01  Legal Status. Owner is a limited liability company which is duly organized and
validly existing under the laws of the State of California, and is qualified and licensed to do
business in all jurisdictions in which such qualification or licensing is required.
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2.02 Authorization and Validation. The execution, delivery and performance by
Owner of this Agreement, the Note, and all documents securing the repayment of the
indebtedness evidenced by the Note, including, without limitation, the Deed of Trust and other
documents described above (all documents securing such repayment being collectively called the
“Security Documents™), and the borrowings evidenced by the Note (a) are within the powers of
Owner, (b) have received the approval of Owner’s principals, if any, (c) have received all
necessary governmental approvals, and (d) will not violate any provisions of law, any order of
any court or other agency of government, or any indenture, agreement or any othet instrument to
which Owner is a party or by which Owner, or any of its property, is bound, ot be in conflict
with, result in any breach of or constitute (with due notice and/or lapse of time) a default under
any such indenture, agreement or other instrument, or result in the creation or imposition of any
lien, charge or encumbrance of any nature whatsoever upon any of its property or assets, except
as contemplated by the provisions of this Agreement. This Agreement, the Note, each of the
Security Documents, when executed and delivered to Lender, will constitute legal, valid and
binding obligations of Owner enforceable in accordance with their terms.

2.03 Financial Information. All financial data that has been given to Lender with
respect to Owner and the Property (a) is complete and correct in all material respects, (b)
accurately represents the financial condition of Owner and the Property as of the date on which,
and the results of Owner’s or the Property’s operations for the period for which, the same have
been furnished, and (c) has been prepared in accordance with generally accepted accounting
principles or tax based accounting consistently applied throughout the periods covered. All

~ balance sheets disclose all known material liabilities (excluding current accounts payable), direct

and contingent, as of their respective dates. There has been no adverse change in the financial

‘condition of Owner since the date of the most recent of such financial statements given to Lender

other than changes in the ordinary course of business, none of which changes has been materially
adverse. :

2.04 Conformance with Plans and Specifications. No construction of the Project has
been or will be undertaken other than in accordance with the final plans and specifications for the
Project, as more particularly described on Exhibit “B” attached hereto and incorporated herein,
copies of which Owner has initialed for identification and delivered to Lender (the “Plans and
Specifications™). The Plans and Specifications submitted to Lender shall be true and correct,
satisfactory to Owner, approved by all governmental authorities having or claiming jurisdiction
over the Property, and have been examined, approved and initialed for identification by the
general contractor. Any construction already performed on the Property has been performed in
accordance with the approved Plans and Specifications; there are no structural defects in the
Project of which Owner has been advised or of which Owner has noticed or acknowledged; no
violation of any applicable law, ordinance, order, rule or regulation exists; and the use of the
Project and the Property shall not constitute a violation of any applicable laws, ordinances,
orders, rules or reguiations.

2.05 No Defaults. Owner is a party to no agreement or instrument that will materially
interfere with its performance under this Agreement, the Note, or the Security Documents; and is
not in default in the performance, observance or fulfillment of any of the material obligations,
covenants or conditions set forth in any agreement or instrument to which it is a party, including
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in connection with the Subordinate Financing, which defanit wounld have a material and adverse
effect upon its ability to perform under this Agreement, the Note, or the Security Documents.

2.06 Correct Information. All reports, papers, data and information given to Lender
with respect to Owner or the Property are accurate and correct in all material respects and
complete insofar as completeness may be necessary to give Lender a true and accutate

knowledge of the subject matters thereof.

2.07 Title. Owner has, or will have at the time of the recordation of the Deed of Trust,
good and marketable title in fee simple to the Property and good and marketable title to all
fixtures and personalty now located on the Property, free and clear of any liens, charges,
encumbrances, security interests and adverse claims whatsoever except as approved in writing by
Lender (or reflected of record at closing).

2.08 Permits, Franchises. Owner possesses all permits, memberships, franchises,
contracts, and licenses required and all trademark rights, trade names, trade name rights, patents,
patent rights and fictitious name rights necessary to enable it to conduct the business in which it
is now engaged without conflict, to the knowledge of Owner, with the rights of others.

2.09 |Utilities. All utility services necessary for the development of the Project and the
operation thereof for its intended purpose are either available at the boundaries of the Property or
all necessary steps have been taken by Owner to assure the complete construction and
installation thereof, including water supply, storm and sanitary sewer facilities, gas, electric, and
telephone facilities.

2.10 Taxes. Owner has filed all federal, state, county and municipal income tax
returns required to have been filed by it, and has paid all taxes prior to delinquency pursuant to
such returns or pursuant to any assessments received by it (with payment to be made prior to
delinquency), and Owner does not know of any basis for additional assessment in respect of any
such taxes, except in connection with any reassessment for a change in ownership. Owner has
no knowledge of any pending assessments or adjustments of its taxes payable with respect to any
year. _

2.11 Pending Litigation. There is not now pending against or affecting Owner or the
Property, nor, to the knowledge of Owner is there threatened any claim, investigation, action,
suit or proceeding at law, or in equity, or before any court or administrative agency which, if
adversely determined, would materially impair or affect the Property or the financial condition or
business operations of Owner.

2.12 Unpaid Materialmen. Except as disclosed to Lender in writing, and except in
connection with current work at the Project, no person, firm or corporation has performed any
construction work or furnished services in connection with any construction carried on or to be
catried on at the Property who or which remains unpaid at the time of execution of this
Agreement other than payments to be made in connection with the advances hereunder.

2.13  Agreements and Deposits. Owner has not received any payment, deposit, rental
prepayment or other amounts of any nature from any occupant or prospective occupant, nor
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executed any lease or purchase agreement with any such occupant or prospective occupant, of
the Property or any part thereof without the written consent of Lender.

2.14 Encumbrances. Except for the Subordinate Financing, which has been approved
by Lender, no other encumbrance on the Property exists or is contemplated which shall be
subordinate to the Deed of Trust, and Owner agrees that no junior lien of any nature against all
or any portion of the Property shall be given, permitted or suffered by Owner without Lender’s
written consent. Said consent shall be at Lender’s sole option and discretion.

2.15 Other Financing. Except for that financing extended by Lender and the
Subordinate Financing, which has a maturity date of no earlier than November 28, 2007, and
contains no penalty or charge for prepayment, Owner has not received and will not receive other
financing for the construction of the Project without the prior written consent of Lender.

2.16 Principal Place of Business. Owner’s principal place of business is at the
address set forth in this Agreement as the address for notices to Owner. Owner shall promptly
notify Lender in writing of any change in Owner’s principal place of business at any time prior
to repayment in full to Lender of the indebtedness secured by the Security Documents.

217 Compliance. Owner has examined and is familiar with all conditions,
restrictions, reservations and zoning ordinances of record affecting the Property. The Property in
all material respects conforms to and complies with all of the requirements of said conditions,
restrictions, Teservations and zoning ordinances and all construction and installation of the
Project shall conform in all respects with applicable ordinances and statutes, including
subdivision laws and environmental impact laws, and shall be in accordance with all
requirements of the regulatory authorities having jurisdiction thereof and the Project shall not
encroach upon any easement affecting the Property. All applicable requirements of the
California Subdivision Map Act have been complied with in connection with this Loan, and
Owner shall comply with all requirements of law and the governing body having jurisdiction in
connection with the process of finalizing the current tentative maps for the Property.

ARTICLE 11

CONDITIONS PRECEDENT

As a condition to Lender’s obligation to make the Loan and of Owner’s right to receive
any of the proceeds of the Loan, the following conditions precedent and other requirements shall
have been satisfied prior to each (except as otherwise stated) advance hereunder:

3.01 Title Policy. Owner shall furnish to Lender an ALTA Lender’s Policy of Title
Insurance with such endorsements as Lender may require, which shall insure that the Deed of
Trust is a first lien on the Property, free and clear of all liens, encumbrances and restrictions or
other matters except those, if any, to which Lender may agree to take subject to in writing, Said
Policy of Title Insurance shall be in the principal amount of the Loan.

3.02 Title Endorsements. At Lender’s sole and absolute discretion, in addition to the
requirements of Section 3.01 hereof, Lender may require Owner to obtain, in connection with
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any or all requested disbursements, at Owner’s sole cost and expense, Endorsement 122, and
such other endorsements as Lender may require, which endorsements are to be attached to and be
a part of Lender’s Policy of Title Insurance on the Deed of Trust.

3.03 Reports and Other Documents. Owner shall fornish to Lender, at Owner’s sole
cost and expense, (a) a report prepared by a licensed environmental consultant acceptable to
Lender indicating to Lender’s satisfaction that no “Hazardous Substances” (as that term is
defined in the Environmental Indemnity Agreement referred in Section 1.02 above) are present
in, on, under or about the Property, (b) a soils report relating to the Property by a licensed
registered soils engineer acceptable to Lender indicating to Lender’s satisfaction that no unusual
or hazardous soils conditions exist in, on, under or about the Property, (c) all documents required
under Section 1.02 above, (d) any other documents or funds required by this Agreement, and
(e) an appraisal of the Property by or on behalf of Lender utilizing Lender’s required appraiser,
in form and content acceptable to Lender. With respect to (2) and (b), above, Lender
acknowledges that it is using the existing reports which it has in its possession and same are
acceptable.

3.04 Insurance. Owner shall firmish to Lender, at Owner’s sole cost and expense,
such policies of insurance in such amounts and in accordance with the standards set forth on
Exhibit “C* attached hereto and incorporated herein, with standard mortgagee’s endorsements
naming Lender as first mortgagee and as additional insured, and shall also deliver to Lender such
other insurance as Lender, from time to time, may require upon notice to Owner in writing (other
than earthquake insurance). The all risk/special form property insurance shall provide for the
loss proceeds to be payable to Lender or its assigns as mortgagee. Certifications evidencing the
originals of all such policies in form and content acceptable to Lender shall be deposited with
Lender. Tt is understood and agreed that the approval of any insurer by Lender shall not be
deemed or construed to be any representation, warranty or determination by Lender as to the
form or legal sufficiency of any insurance contract, or the solvency of any insurance company, or
the sufficiency of the amounts carried for the protection of Owner or any other person, and
Owner assurnes the full risk, responsibility and liability, if any, with respect to such matters. If
Owner fails to secure and maintain insurance as required hereunder, Lender shall have the
immediate right (without waiver of any other rights Lender may have upon an Event of Default
under this Agreement) to secure same in the name and for the account of Owner, in which event
Owner shall pay the costs thereof upon demand by Lender with interest thereon at the default
rate as set forth in the Note from the date of disbursement by Lender until paid in full, and all
such amounts shall be deemed secured by the Security Documents.

3.05 Correctness of Representations; No Defaults. The representations and

warranties of Owner contained in Article II hereof shall be true and correct on and as of the date
of Lender’s advancing any of the proceeds of the Loan, with the same effect as though such
representations and warranties had been made on and as of such date, and on such date no Event
of Default as defined in Article XTI hereof shall have occurred and no condition, event or act
which with the giving of notice or the passage or time or both would constitute such an Event of
Default shall have occurred and be continuing or shall exist.

3.06 Legal Review. All legal matters incidental to the granting of the Loan shall be
satisfactory to counsel of Lender.
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3.07 List of Materialmen. At Lender’s sole and absolute discretion, fifteen (15) days
after notice given by Lender to Owner (but no more often than once a month), Owner shall
supply Lender with correct lists of all contractors, subcontractors and all other persons who have
or will perform or farnish any work, labor or material in connection with the construction of the
Project. Bach such list shall show the name, address and telephone number of each such
contractor or subcontractor, a general statement of the nature of the work to be done, the labor
and materials to be supplied, the names of materialmen, if known, the approximate dollar value
of such labor, work and materials with respect to each, and the status of such work or whether
such materials have been delivered. Lender and its agents shall have the right (without either the
obligation or the duty) to directly contact each contractor, subcontractor and-materialman to
verify the facts disclosed by said list.

3.08 No Change in Conditions. There shall be no damage or destruction,
condemnation proceeding, construction moratorium, withdrawal of approvals, strikes,
unavailability of materials, or any other change in conditions which would impair, impede,
prevent or delay the construction, completion, marketing and sale of the Project.

3.09 Sufficient Sums; Owner’s Equity. Within five (5) days after notice from

Lender, Owner shall deposit with Lender such sums as Lender may determine are required to pay
the Project costs in order to assure completion of the Project and/or any phase thereof within the
purview of the Budget (described in Section 4.02, below) and/or the Plans and Specifications,
whether such additional sums are required due to error of estimating costs, or increases in costs
of labor and/or materials, or increased costs resulting from any changes in or to the Plans and
Specifications which may or may not have been approved by Lender, or unbudpgeted costs, or
costs in excess of the “Maximum Loan Amount” under the Note which may be due and unpaid
from time to time, or otherwise. Owner agrees that any such sums required over and above the

- proceeds of the Loan which are so deposited with Lender shall be disbursed by Lender prior to
the disbursement of any remaining proceeds of the Loan. It is expressly understood and agreed
that the Loan shall at all times be “in balance,” and that Owner will do all things which are, or
may be necessary (including without limitation depositing with Lender all funds required) to
keep the Loan “in balance.” The Loan will be deemed “in balance” only at such time, and from
time to time, as the then undisbursed Funds (as hereafter defined) equals or exceeds the amount
which Lender in its reasonable discretion from time to time determines will or may be necessary
to: (a) pay, through completion, all Project costs; (b) pay all sums which may accrue under the
Security Documents prior to repayment of the Loan; and (c) enable Owner to perform and satisfy
all of Owner’s covenants contained in this Agreement, the Note and the Security Documents.
The Loan 1s “out of balance™ if Lender in its reasonable discretion determines at any time that
the undisbursed Funds are not sufficient for all the above purposes, and Owner shall forthwith
cause the Loan to be “in balance” by depositing the amount of such deficiency with Lender
within five (5) days after the date of Lender’s notice of the deficiency. Such amount shall be
deposited by Lender in the Borrower’s Funds Account (as hereinafter defined) and disbursed in
accordance with the provisions of Article IV below. In addition, whenever the Loan becomes
“out of balance,” Owner shall submit, for Lender’s approval, a revised Budget for the Project, or

- each phase thereof, if the Project is phased, then under construction and/or unsold, within fifteen

(15) days after Lender’s written demand.
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