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Lincoln County

AMENDED AND RESTATED
CERTIFICATE AND AGREEMENT OF LIMITED PARTNERSHIP

of

CALIENTE ASSOCIATES
{2 Nevada Limited Partnership)

TITS AMENDED AND RESTATED CERTIFICATE AND AGREEMENT of
Limited Partnership, dated Sept.l, 1984, and entered into by and
amang ROBERT F. NIELSEN (the "General Partner®); and Pala Town
Properties; Inc. (the “Special Limited Partner"} and that person
or those persons described in Schedule I under "Limited Part-
ners", attached hereto and by this reference made g part hereof
(cocllectively, the "Limited Partners®}, as it may be amended from
time to time as herein provided.

WITNESSETH;

WHEREAS, the General Partner and the Special Limited Partner
formed a Limited Partnership under the laws of the State of
Nevada by filing a partnership agreement with the partnership
records of Lincoln County, Hevada on February 22, 1984, The
Partnership was formed for the purposes of acquiring certain real
pProperty located in Caliente, Nevada, and owning, maintaining and
operating approximately 30 residential housing units subject to
the rules and regulations of the United States Department of
Housing and Urban Development {HUD); and

WHEREAS, the General Partner and the Special Limited Partner
desire to amend and restate in its entirety the Certificate and
Agreement of Limited Partnership and to cause the same to be
filed with the office of the County Recorder of Lincoln County,
Nevada (which may, from time to time, be amended and which shall
be referred to as the "Agreement®™) to provide, among other
things, for the admission to the Partnership of additional
Limited Partners, and to reflect certain agreements among them;

NCW, THEREFDRE,‘it is mutually agreed that:
Article One
FORMATION, NAME, OFFICE
The parties hereto hereby agree to form a Partnership and to
conduct the Partnership business, under the name of CALIENTE

ASSOCIATES, as a limited partnership under and pursuwant to the
Uniform Limited Partnership Act as adopted by the State of Nevada

) [ 6?. AL 1-23
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Caliente Associates
Amended and Restated Limited Partnership Agreement

(the "Act"). The principal office of the Partnership shall be
maintained at 3620 Hidden Valley Drive, Reno, Nevada, or at such
other location as the General Partner may from time to time
select, uponh prior written notice to the Limited Partners.

Article Two
DEFINITIONS -

The defined terms used in this Agreement shall, unless the

context otherwise regquires, have the meanings specified in this
Article,

Capital Account., The account established for each Partner,
with respect to each Partner, under Article Five of the Partner-
ship Agreerment which will initially egual the cash contributed by
such Partner to the Partnership and throughout the term of the
Partnership will be (i} increased by the amount of (A) Net Income
allocated to the Partner, and (B} any money subseguently con-
tributed by the Partner to the Partnership, and (ii) decreased by
the amount of (A) Net Losses allocated to the Partner, and (B)
cash distributed to the Partner, and shall otherwise be kept in
accordance with Proposed Treasury Regulation Section
1.704~1({k)(2) (iv}{a}, as from time to time amended cr revised.

Cash Available for Distribution. MWith respect to any fiscal
period, the revenues of the Partnership from all sources, other
than insurance proceeds, during such fiscal period less (i) all
cash expenditures of the Partnership during such fiscal peried,
including debt service and any other fees paid by the Partnership
for services in connection with its operation and (ii) such
reserves as may be determined by the General Partner, in its sole
discretion, to be necessary to provide for the foreseeable needs
of the Partnership.

Code, The lnternal Revenue Code of 1954, as amended, or any
corresponding provisions of succeeding law.

General Partner. Robert F. Nielsen

Initial Admission. The first admission ot Limited Partners,
other than the Special Limited Partner, to the Partnership.

Limited Partners. The parties who are or become Limited
Partners under the Partnership Agreement, including each person
who becomes a substituted Limited Partner pursuant to the pro-
visions of the Partnership Agreement and of applicable law.

v B2 gl
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Caliente Associates
Amended and Restated Limited Partnership Agreement

Net Profits or Net Losses. Respectively, the taxable income
or losses of the Partnership as determined for Federal income tax
purposes including all items required to be separately stated by
Section 702 of the Code and the Treasury Regqulaticns thereunder.

Partner. A General Partner, Limited Partner or Special

Limited Partner.

Partonership Interest.. The entire ownership interest (which
may be expressed as a percentage) of & Partner in the Partnership
at any particular time including, without limitation, the right
of such Partner to participate in the Partnership's Cash Avail-
able for Distribution and profits and losses, and any and all
benefits to which a Partner may be entitled as provided in this
Agreement and in the Act, together with the obligations of such
Partner to comply with all the terms and provisions of this
Agreement and the Act, The term "Partnership Interests" shall
refer to the entire ownership interest of all of the Partners in
the Partnership, :

Project. A residential housing development consisting of
approximately 30 residential dwelling units located in Caliente,
hevada, subject to the rules and regulations of HUP and more
particularly described in Schedule II attached hereto.

Regulatory Agreement. The agreement with HUD (relating to
the regulation of the Project, including, but not ‘limited to such
items as financing,. rents, sales, charges, capital structure,
rate of return and methods of operation) in connection with the

commitment by HUD to provide rental assistance to, or on behalf
of, occupants of the Project,

: Special Limited Partner. Palo Town Properties, Inc., a
Cali

fornia, Corporation.
Article Three
PARTNERSHIP PURPOSES AND POWERS

Section 3.1, Purposes. The purposes of the Partnership
shall be:

4. To own, hold, manage, maintain and operate the
Project, together with all machinery, egquipment, fixtures,
and personalty to be located thereon or pProcured or to be
procured for use in connection therewith (*Improvements"},
all subject to the applicable rules and regulations of HUD,
and to conduct such other activities as may be necessary to
promote the business of the Partnership, subject to the

-
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Caliente Associates
Amended and Restated Limited Partnership Agreement

rules and regulations of HUD so long as the Project is
subject to certain regulatory agreements with HUD.

b. To enter into, perform and carry out the Regulatory
Agreement.

c. To enter into, perform and carry out any agreements
with Caliente, Lincoln County, Nevada relating tao, or
reguired in connection with, the Project,

Section 3.2. Powers,  In furtheranece of the purposes
contained in Section 3.1 of this Article, the Partnership and the
General Partner shall be empowered, subject to the provisions of
Section 14.5, to perform all duties and obligations required
under the Regulatory Agreements and all other relevant documents
executed by or on behalf of the Partnership and the General Par-
tner, all applicable laws and the rules and regulations of all
governmental agencies having jurisdiction over the Project.

a. To improve, mortgage, operate, service, lease,
pledge, sell, exchange and cotherwise encumber the Project or
any part thereof, renovate, alter, reconstruct and remodel
any improvements now or hereafter forming a part thereof and
construct additional improvements thereon; and

b.  To finance all or any of its activities authorized
under the provisions of this Agreement by sSecured or un-
secured indekbtedness and, in connection therewith, issue
evidences of indebtedness and execute and deliver mortgages,
mortgage deeds and other security instruments of every
nature and kind as security therefor and prepay, rxefinance
and recast any mortgage, mortgage debt or other lien on the
Projeet; and

c. To enter into, perform and carry out contracts and
agreements. of every kind necessary or incidental to the
accomplishments of its purposes, including, without limita-
tion, contracts and agreements with the General Partner, and
persons or entities affiliated with, or related to him in
any manner, which persons or entities which may be con-
trolled by him, and agreements to arbitrate disputes with
other parties, and take or omit such other or further action
in connection with the Project as may be necessary or
desirable to further the purposes of the Partnership; and

d, To enter into, perform and carry out construction
contracts ("Construction Contract(s)"), management agree-
ments ("Management Agreement(s)"™), mortgages ("Project
Mortgage(s)") and mortgage notes (“Mortgage KNote(s}™) with

1
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respect to the Project, and any other similar or dissimilar
agreement or contract which may be desirable or necessary to
accomplish the purposes of the Partnership; and

. &. To acguire any other property, real or personal, in
fee or under tease, or any rights. therein ar appurtenant
thereto, necessary or appropriate for the financing, con-
struction and operation of the Project; and

f. To invest in short-term debt obligations or savings
accounts (including obligations of Federal and state govern-
ments and their agencies ‘and certificates of deposit of
commercial banks, savings banks or savings and loan asso-
ciations) such funds ‘as are temporarily not required for
Partnership purpoeses: and

9. To carry on any other activities necessary to, in
connection with.or incidental to any of the foregoing.

Section 3. 3. Obligations of the General Partner, The

General Partner shall:

a. Devote so0 much of his time as he deems necessary to
successfully manage the affairs of the Partnership for the
compensation set forth herein or in any other agreements
executed between the General Partner and the Partnership;
provided, however, that the General Partner shall not be
required to manage the Project, but shall only be required
te cause the Partnership to be managed, in accordance with
Article Fourteen, -

b. PFile all certificates, notices, statements or other
instruments reguired by law for the formation, operation and
termination of the Partnership, its business and its propex-
ty in all appropriate jurisdictions.

€. Cause the Partnership to carry public liability,
property damage and other insurance, all of which shall name
the Partnership and the General Partner as insureds,

d. Indemnify and hold the Partnership, the Special
Limited Partner and each of the Limited Partners harmless
from any loss, damage or liability due tou, or arising out
of, the General Partner's fraud, bad faith or negligence.

€. Maintain Capital Accounts, pursuant to the pro-
visions of this Agreement, on the bocks and records of the
Partnership in respect of each Partnership Interest.

3 ' s G2 meeild
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Article Four
TERMS

The term of the Partnership shall commence on the date of
the f£iling of the Amended and Restated Certificate and Agreement
©of Limited Partnership with the Office of the Recorder of Lincoln
County, HNevada pursuant to the reguirements of the Act, and
(subject to Article Twenty-Seven) shall continue until the
earlier of (A} December 31, 2024; (B} the death, insanity or
adjudication or incompetency of an individual General Partner,
the liquidation or dissclution of a corporate General Partner,
the termination of a General Partner which is a trust, or the
retirement, resignation, expulsioen, assignment for the benefit of
creditors, filing of a petition for reorganization, or adjudica-
tior of the bankruptcy of any General Partner, unless the Part-
nership is continued pursuant to the provisions of Sections 14.9
or 21.3; or (C) the sale or other disposition by the Partnership
other than to a nominee) of all of its interest in the Project,
including any mortgage or leasehold interest which may be
acquired by the Partnership in exchange therefor, unless the

Partnership is continued pursuant to the Provisiens of Sections
14.9 or 21.3.

Article Five
CONTRIBUTIONS TO CAPITAL

The Partners shall make the following contributions to the

capital of the Partnership upon the following terms and con-
ditions:

Section 5.1. General Partner. The General Partner will
contribute to the capital of the Partnership by assignment [see
Exhibit C of the Memorandum), all of his right, title and inter-
est in and to the Project in consideration for which the General
Partner shall receive a credit to his Capital Account in the
amount of Three Thousand Dollars {$3,000).

Section 5.2. Special Limited Partner. The $pecial Limited
Partner will contribute One Hundred Dollars {$100) to the capital
of the Partnership.

Section 5.3, Limited Partners. Those persons listed on
Schedule I, attached hereto, have contributed or will contribute
to the capital of the Partnership the amounts as set forth
therein. MNo further contribution of capital shall be required of
the Limited Partners. ’

—— o : e 62 mE L1
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In consideration for the issuance to the Limited Partners of
their respective Partnership Interests, the Limited Partners
shall each execute and deliver a Spbscription Agreement (Exhibit
D in the Memorandum) and upon acceptance of such Subseription
Agreement by the Partnership, contribute in cash to the capital
of the Partnership, in the amounts and proportions set forth on
Schgdule I annexed heretc, an aggregate amount of $9,923 as
follows:

{i} $2,152 ("First Installment:) on admission to the Part-
nershipy

(1i) $2,521 ("Second Installment") on January 1, 1985;

{iii) $2,061 ("Third Installment®} on January 1, 1986;

fiv) $1,743 ("Fourth Installment*) on January 1, 1987; and

{v) 5888 ("Fifth Installment“) on January 1, 1988.

Section 5,4. Partnership Advances, Advances made by the
General Partner or the Special Limited Partner to the Partnership
shall not be reflected in the General Partner's or the Special
Limited Partner's respective Capital Accounts. Such advances

accrue interest at the prime rate plus two percent (2%) and shall
Ior all purposes be treated by the Partnership as loans,

Section 5.5.. Limitation on Liabilit of Limited Partners.
The liability of the Special Limited Partner an any Limite
Partner to provide funds or any other property to the Partnership
shall be limited to the amount of capital contributions {plus any
accrued interest thereon)} which such Partner is required to make
pursuant to the provisions of this Article, bLut only when same
shall become due as set forth in Schedule T annexed hereto.
Subject to the provisions of the Act, the Special Limited Partner
dnd the Limited Partners shall have no further personal liability
to contribute money to the Partnership for, or in respect of, the
liabilities or obligations of the Partnership and shall not be
personally liable for any obligations of the Partpnership.

Section 5.6. No Interest on Capital Contributions. No
interest shall be pail by the Partnership to any Partner with
respect to any contribution to the capital of the Partnership.

Section 5.7. HNo Priggit¥ Between Limited Partners; Limita-
tions on Withdrawal of Capital. Except as otherwise specitically
set forth in this Agreement, no Limited Partaer shall have -

priority over any other Limited Partner either as to the return
of his original contribntion to the capital of the Partnership or

e 52 e 170
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as to distributions of cash made by the Partnership. Except as
otherwise specifically set forth in this Agreement, no Limited
Partner shall have the right to (i) demand or receive property
other than cash in return for his contribution te the capital of
the Partnership or as distributions of income, '(ii) withdraw any
part of his capital contribution to the Partnership, or (iii)
receive any furnds or property of the Partnership.

Article S5ix
ALLOCATIONS AND DISTRIBUTIONS

Section &.1. Generally. The profits and losses of the
Partnership shall Le determined for each fiscal year in accor-
dance with the accounting method followed by the Partnership for
Federal income tax purposes and otherwise in accordance with good
accounting procedures applied in a consistent manner.

Section 6.2. Transferor-—-Transferee Allocrtions. As
between a Limited Partner and his transferee, profits and losses
for any month shall be apportioned to the person who is the
holder of the Limited Partnership Interest transferred (subject
to the provisions of Article Sixteen hereof} on the last day of
such month, without regard to the results of the Partnership's
operations during the period before and after such transfer,

Section 6.3. Retroactive Allocations. The Partners under-
stand that no Partner is entitled to any benefit of allocation of
Partnership items of profit, loss, credits or allowances until
such time as the Partner purchases an interest in the Fartner-
ship.

Section 6.4. Allocation of Wet Losses. Net Losses of the
Partnership shall be allocated for Federal income tax purposes as
of the end of the taxable year for which such allocation is made
two percent (2%) to the General Partner, ninety-six percent (96%}
to the Limited Partners and two percent (2%) to the Special
Limited Partner.

Section 6.5, Allocation of Net Profits. Net Profits shall
Le allocated among the Partners who own units on the day on which
it is recognized by the Partnership for Federal income tax
purposes. Net Profits shall be allocated among the Partners
{General and Limited) in the ratio that each Partner's Capital
Account beuars to the aggregate of all Capital Accounts of the
Partners, buf in no event less than one percent (1%) to the
General Partner, until all Partners have been allocated the sum
of (i) the amount required, if necessary, to bring the Partners'
negative Capital Accounts to zerc¢ and (ii) the Partners'

503
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cummulative cash capital contributions. Thereafter, the Partner-
ship's Net Profits will be allocated thirty-five percent {35%) to
the General Partner, sixty percent (60%) to the Limited Partners
and five percent (5%} to the Special Limited Partner. )

Section 6.6. Distribution of Cash. Cash Available for
Distribution for any fiscal year shall be distributed as soon as
practicable after close of each fiscal year to Partners at the
end of such fiscal year as follows: (1) First, to the Limited
Partners in accordance with their respective Capital Accounts
until ‘such time and up to such amounts, respectively, which equal
the Limited Partners' Capital Contributions (reduced by any prior
distributions): (ii) Second, to all Partners {(General and Limit-
ed) in accordance with their respective then-existing positive
Capital Accounts until such Capital Accounts have been reduced to
zero; ' {iii) The remaining Cash available for Distribution, if
any, will be distributed pro rata thirty-five percent (35%) to
the General Partner, sixty percent (60%) to the Limited Partners
and five percent (5%) to the Special Limited Partner. If any
units are transferred during any fiscal year in accordance with
the terms of this Agreement, the Cash Available for Distribution
that is allocable to such Units for such fiscal year shall be
allocated among the persons owning the units during such fiscal
year pro rata based on the respective number of days during such
fiscal year that such persons owned the units, For purposes of
this Section, a unit issued by the Partnership during a fiscal

deemed to have been owned only on the days of such fiscal year
beginning with and following the date of issvance of the unit.

Section 6.7.. Apportionment of Allocations and Distributions
and Time of Payment. Except as otherwise provided in This
Agreement, all allocations and distributions to be made to the
Limited Parthers pursuant to Article 8ix hereof shall be appor-
tioned among the Limited Partners pPre rata in the proportion that
their respective Limited Partnership Interests bear to all
Limited Partnership Interests. The time of payment of all
distributions shall be determined by the General Partner exclu-
sively.

Section 6.8. Return of Capital. Other than aforesaid,
there shall be no obligation to retorn to any of the Partners any
part of their Capital Account for so long as the Partnership
continues in existence. No Partner shall he entitled to any
priority or preference as to distributions of contributed capital
except ‘as expressly provided herein.

HE; : 62 Pife 181
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Section 6.9. Partition Rights. Each Partner hereby ex-
Pressly waives the right to regquire partition of any Partnership
property or any part thereof,

Article Seven
TRANSFERS OF PROPERTY AND RIGHTS DY GENERAL PARTNER

The General Partner will cause to be transferred to the
Partnership all right, title and interest owned by him in and to
the Project and will receive reimbursement by the Partnership for
certain expenses previously incurred by him in connection there-
with,

Article Eight
REPRESENTATIONS, WARRANTIES AND COVENANTS BY THE GENERAL PARTNER

The General Partner hereby represents, warrants and cove-
nants as follows: :

Section 8.1. Litigation., He does not know, and has no
reasonable basis to know, as of the date hereof, of any actions,
suits or proceedings pending or threatened before any court,
government instrumentality, agency or body or any arbitration
trigunal which would materially affect the Project in an adverse
fashion.

Section 8.2. Partnership Qualified. He does not know, and
has no reascnable basis to know, that the Partnership does not
have, and will not continue to have, the legal capacity to own,
construct and operate the Project.

Section 8.3. Availability of Books and Records. All
business records and other documents of the Partnership kept in
the ordinary course of business and relating to the Project will
be made available for inspection upon reasonable prior notice and
during regular business hours at the Limited Partners®' sole
expense, by the Limited Partners or their duly awnthorized rep-
resentatives, '

Section B.4. lLiens. He does not know, and has no reason-
able basis to know, as of the date hereof, of any declaration of
default by the holder of any mortgage affecting the Project or
the filing of any mechanics' lien against the Project of the
filing of a lis pendens against the Project or the commencement
of an-action to foreclose any mortgage or mechanics' lien which
is a lien on the Project, except those which have been provided
for by bond or cotherwise, which within thirty (30) days of each

10
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such occurrence has not' been satisfied or provided for by bhond or
atherwise,

Section 8.5. Material Defaults. He does not know, and has
no reasonable basis to know, that a default has cccurred and is

continuing under the rules and regulations of HUD affecting the
Project. )

Article Nine

DEFAULT BY LIMITED PARTHER IN MAXING CAPITAL CONTRIBUTIONS

Section 9.1, Definition of Default; Right of First Refusal.
In the event any Limited Partner fails %o timely make any capital
contribution as set forth in Schedunle I hereto, he shall be
deemed to be in default hereunder {"Defaulting Limited Partner™)
and, except as provided in this Article, the Partnership Interest
¢f such Defaulting Limited Partner shall terminate on the day
immediately succeeding the final date for making the capital
contribution which the Defaulting Limited Partner fails to make,
and the General Partner, the Rartnership, and any remaining
Limited Partners shall have no further obligation to him here-
under. The General Partner shall have the option, exercisable
within thirty (30) days after such default to purchase all or any
portion of such Defaulting Limited Partner's entire Partnership
Interest, including all Cash Available for Distribution not pre-
viocusly distributed to him and, to the extent permitted by the
Code, all Net Profits and Net Losses allocable to such
Partnership Interest “but not previously allocated to the
Defaulting Limited Partner in a. tax return filed by the
Partnership. If the General Partner does not timely exercise
such option, any remaining -Limited Partners shall have the
option, exercisable within thirty (30) days after receipt of
written notice, to purchase all or any portion of =such Defaulting
Limited Partner's entire Partnership Interest, including all cash
available for distribution not previously distributed to him and,
to the extent permitted by the Code, all Net Profits and Net
Losses allocable to such Partnership Interest but not previously
allocated to the Defaulting Limited Partner in a tax return filed
by the Partnership. The party purchasing all or any part of the
Defaulting Limited Partner's Partnership Interest shall assume a
-pro rata share ¢f the transferor’'s obligations to the Partnership
equal to the percentage of the transferor’s Partnership Interest
which is acguired by him or jit.

Section 9.2, Purchase Price of Partnership Interest. The
purchase price for 'a Defaulting Limite Partner's Partnership
Interest pursuwant to this Article shall be an amount equal to
eighty-five percent (85%) of the cash previously contributed to
the capital of the Partnership by the Defaulting Limited Partner.
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Payment of the purchase price to the Defaulting Limited Partner
shall be made at the option of the purchaser in twelve (12) equal
monthly installments without interest, commencing one (1) month
after delivery to the General Partner of such documents reason-

ably reguired by the General Partner to evidence the transfer of
such interest.

Section 9.3.. Purchase by Limited Partners. The purchase of
a Defaulting Limited Partner's Partnership Interest may be made
by one or more of the remaining Limited partners in such pro-~
portions as they may determine by giving notice to the General
Partner of their intent to exercise such right within the thirty
(30) day period referred to in Section 9.1 of this Article. In
the event two or more of the remaining Limited Partners shall
give timely notice to the General Partner of their desire to
purchase such Partnership Interest, and if such Limited Partners
are unable to agree as to the apporticnment thereof, each such
Limited Pavtner shall be entitled to purchase that percentage of
such Partnership Interest which his Partnership interest bears to
the total of the Partnership Interests held by all Limited
Partners desiring te purchase such Partnership Interest,

Section 9.4. Purchase or Sale by General Partner.

a, If the remaining Limited Partners shall fail to
purchase all or any of a Defaulting Limited Partner's entire
Partnership Interest within the thirty (30) day period
referred to in Section 9.1 of this Article, the General
Partner shall again have the option to purchase any such
portion of such Partnership Interest on such terms and
conditions as he shall determine at his sole discretien, In
the event the General Partner purchases such Partnership
Interest or a portion thereof, whether pursuant to Secticon
9.1 of this Article or this Section 9.4, he shall assume the
status of a substituted Limited Partner in respect thereof,
in addition to his status as General Partner hereunder,

b. As an alternative soclely to the provisions of
Subsection a, above, the General Partner may at his sole
Giscretion, and without further notice, sell, in whole or in
part, the Partnership Interest of the Defaulting Limited

Partner on such terms and conditions as he shall determine
at his sole discretion, -

Section 2.5. Pledge of Partnership Interests. The General
Partner will require the deferred installment capital contribu-
tions required of each Limited Partner under the provisions of
this Agreement to be secured by the collateral assignment by each
Limited Partner of his Partnership Interest to the Partrership

12
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and by the execution and delivery of a Security Agreement (Exhib-
it E in the Memorandum). - The provisions of this Section shall
have no affect on any rights or remedies that the Partnership,
the General Partner or the Temaining Limited Partners may have,
under the provisions of this Agreement or under applicable law,
and is in addition to any such rights and remedies, including,
without limitation, those set forth in this Article.

Section 9.6. Power of Attorney to Sell., The Limited
Partners, by their agreement to be bound by the provisions of
this Agreement, hereby grant to the General Partner an irrevoca-
ble power of attorney, which shall be deemed coupled with an
interest, to sell and assign, in whole or in part, their Partner-
ship Interest, in the event of their default jin making reguired
capital contributions, on such terms and conditions and for such
consideration as the General Partner and his successors may deem
advisable, either at public auction or by private sale, At least
ten (10) days' prior written notice of such sale shall be given
by any Defaulting Limited Partner. In addition, the Limited
Partners hereby agree to execute any and all docun.cnts necessary
to effectuate any such sale, transfer or asgignment.

Section 9.7. Survival of Obli ation, The obligations of a
Defavlting Limited Partner to the Partrership shall not be
extinguished by the existence of any option to purchase his
Partnership Interest, or by exercise of such option, but only by,
and to the extent of, any cash installment capital contributions
made with respect to the Defaulting Limited Partner's Previcus
Partnership Interest by any Partner or Partners who have pur-
chased his Partnership Interest, or any proceeds from the sale of
his Partnership Interest,

Article Ten
WORKING CAPITAL LOANS

If the Partnership requires funds for any Partnership
expenses or obligations currently due and payable, in excess of
funds otherwise available for such expenses or obligations, the
General Partner, or any other partner, may loan to the Partner-
ship funds to be known as "Working Capital Loans”,

Working Capital Loans made to the Partnership shall be made
as follows: The managing agent of the Project shall notify the

casy on hand from current operations tc meet its current obliga~-
tions and the amount of such cash deficit. Within five (5) days
after receipt of such written notification, the Genera; Partner,
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or any other Partner, may loan to the Partnership sufficient
funds to make up said deficit.

Funds provided by a Partner pursuant hereto are referred to
harein as "Working Capital Loans®. Such loans shall be evidenced
by promissory notes of the Partnership, not secured by any liens
or other charges on the Project, bearing interest at current
prime rate and the repayment thereof shall be subordinated to the
prior payment of all ebligations and expenses of the Partnership
except distributions to the Limited Partners. Subject to the
rulcs and reqgulations of HUD, such loans shall be repaid out of
and be considered a first charge on {i} Ket Cash Receipts and
shall be considered a deduction in computing net cash receipts
available for distributions to the Partners, and (ii) any in-
creased Mortgage Loan proceeds permitted to be made available by

it to pay for the costs and expenses provided for by Working
Capital Loans.

The occurrence of the Termination Date shall not affect the
obligations of the Partnership to repay any Working Capital Loans
then outstanding, subject to the terms and conditions of this
Agreement, -

Article Eleven

BOOKS AND RECORDS

Section 11.1. Maintenance and Accounting Method. The
General Partner shall keep or cause to be kept %uII and accurate
accounts of the transactions of the Partnership in proper books

of account. Such books shall be maintained at the principal place
of business of the Partnership and be available for reasonable

inspection and examination by the Partners or their duly author-
ized agents or representatives, Such books and records shall be
kept on the accrual method of accounting and comply with applica-
ble HUD regulations.

Section 11.2, Examinations and Reports. The General
Partner shall have the Partnership books and records ready and
available for examination and audit by the certified publie
accountants for the Partnership not later than thirty (30) days
subsequent to the termination of the Partnership's fiscal year.
The Partnership's books of account shall be examined and audited
on_a regular basis at least annually by such certified public
aceountants as the General Partner may select. The Limited
Partners may, at their own expense and not at the expense of the
General Partner or. the Partnership, cause the books and records
of the Partnership to be examined by accountants other than the
Partnership's accountants,
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Section 11.3. Fiscal Year. The fiscal year of the Partner-

ship shall be the period beginning Janvary 1 and ending December
31.

Section 11.4. pistribution of Financial Information.

a. Within six {6) months of the commencement of the
syndication of Limited Partnership Interests or upon com-
pletion of such syndication, whichever shall first oceur,
the General Partner shall send to each Limited Partner a
detailed written statement of the application of the pro-
ceeds of such syndication. i

b. The General Partner shall send to each Partner,
within ninety (90) days after the close of the fiscal year,
copies of the annual report and tax returns. of the Partner-
ship prepared by the Partnership’s certified public accoun-
tants. Such annual reports and tax returns shall be pre-
pared, to the fullest practicable extent, in accordance with
the accounting and tax assumptions and treatments described
in the Partnership's Confidential Offering Memorandum used

in connection with the syndication of Limited Partnership
Interest. .

€. Not later than April 1st of each year, the General
Partner will also furnish to each Limited Partner a detailed
analysis and explanation of the operations and business of
the Partnership for the preceding year.

Article Twelve
BANKING

All funds ot the Partnership shail be deposited in such bank
account or accounts as shall be established and designated by the
General Partner. Withdrawals from any such bank account or
accounts shall be made upon such signature or signatures as the
General Partner may designate. A1l deposits and other funds not
needed in the operation of the business of the Partnership and
not distributed to the Partners may be invested in such manner as
the General Partner may determine, subject to the provisions
hereof and applicable rules and regulations of HUD.

Article Thirteen
INSURANCE

The General Partner shall purchase and maintain such insur~
ance as may be required by HUD and/or the terms of any mortgage
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or loan agrgement relating to the Project and such other insur-
ance as he, at his scle discretion, may determine.,

Article Fourteen
DUTIES AND OBLIGATIONS OF GENERAL PARTNER; REMOVAL

Section 14.1.  Conduct of Business. Except as otherwise
provided in Article Twenty-Seven, the General Partner shall have
the sole and full authority and power to carry on the business of
the Partnership, including the execution of all contracts and
other documents on behalf of and in the name of the Partrership.
He shall possess all the powers and rights of a partner in a
partnership without limited partners under the laws of the State
of Hevada, subject to any limitatien of law (including any
regulation or requirement of any governmental agency or authori-
ty) applicable to the Partnership.

Section 14.2. Performance of Partnership Obligations. The
General Partner shall use his best efforts to cause the Partner-
ship to obsarve and perform each and every obligation to be
observed and performed by the Partnership under all agreements
and undertakings made by the Partnership cr by which the Partner-
ship or the Project is bound. However, the provisions of this
Section shal)l not be construed to require the General Partner to
provide funds to or on behalf of the Partnership in excess of the

amounts they have agreed to provide under the preovisions of this
Agreement.

Section 14.3. Partnership Borrowings. The General Partner
shall have the right to borrow, and no other signatures but that
of the General Partner shall be required, on hehalf of the
Partnership and on the Partnership’s credit from time to time
such sums as may be reasonably necessary to provide for any
liabilities of the Partnership or the Project.

Section l4.4. Supervisory Obligations. The Zeneral Partner
shall (i} prepare or cause to be prepared any necessary operating
statements showing cash receipts and disbursements of the Proj-
ect; (ii) prepare or cause to be preparxed all reports of opera-
tions which are required by lenders or lIUD, or which are required
to be furnished to the Limited Partners as provided in this
Agreement, and (iii) do all other things which may be necessary
in-order to supervise and conduct the affairs and business of the
Partnership. Except as otherwise expressly provided herein, the
General Partner shall not be obligated to use his own funds to
pay for maintenance of the Project or make necessary repairs
Lthereto or pay for other Partnership expenses,
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Sectiaon 14.5. Limitation on Powers of General Partner.
Without the written cConsent of ‘the Limite artners owning fifty
percent (50%) of the interests in the profits and losses of the
Partnership., fThe General Partner may not (i} refinance the
Mortgage Loan, except as set forth in Section 14.3 of this
krticle, or {ii) sell and convey title to (except as a nominee)
©r grant options for the sale aof, or otherwise dispose of all or
substantially all of the Project,

Section 14.6. Employment of Third Parties and Compensation

of General Partner. The General Partner, on behalf of the Part-
nership, may employ from time to time any persons, firms or cor-
porations for the development, construction, operation, manage=-
ment and maintenance of the Project, including, without limita-
tion, accountants and attorneys on such terms and for such
compensation as the General Partner shall determine, In addi-
tion, the Partnership shall Pay fees to the General Partner or
Atfiliates for certain management and administrative duties in
connection with the cperation of the Partnership (including costs
S¢ incurred prior to the formation of the Partnership) or in
providing any administrative Qr other services required or
contemplated by this Agreenent, including without Jlimitation
reinbursement of organizational expenses incurred by the Partner-
ship and fees to the General Partner or Affiliatas regarding
Services to be rendered to the Partnership in connection with
the management of the Project pursuant to Section 14.10. The
General Partner may employ persons, firms, or corporations
related to cor affiliated with the General Partner and such
employment may be undertaken on such terms and for such compen-
sation as the General Partner, in his sole discretion, shall
determine, provided that such terms and compensation are reason-
able, fair, and competitive with the provisions of such service
in the trade at the time such agreements are entered into.

Section 14.7. Other Business. The General Partner shall
devote so much of his time to the affairs of the Partnership as
he, at his sole and absolute discretion, deems necessary or
appropriate  and neither the General Parther nor the Limited
Partners shall be limited or restricted in the conduct of any
other business venture or ventures in any form whatsoever, by the
Claim, interest or Participation of any other Partner. Any of
the Partners may engage in or possess an interest in other
business ventures of €very nature and description, independently
or with others, including, but not limited to, those competitive
with the gperations and business of the Partnership, and the real
estate business in gll jits phases, which shall include, without
-limitation, ownership, operation, management, syndication and
development of real property. Neither the Partnership nor the
Partners shall have any rights in and to such independent
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ventures or the income or profits derived therefrom by wvirtue of
this Agreement,

Section 14.8. Conflicts. The Partnership may empleoy or
transact business with any person or entity, notwithstanding the
fact that any Partner or member of his immediate family or
associates may be one of them or may have an interest in or
connection with such person or entity. Neither the Partnership
nor the other Partners shall have any rights in or to any income
or profits derived therefrom. However, except as specifically
set forth herein, any such transaction with interested, related
or affiliated parties shall be on terms reasonably competitive
with those which may be obtained from unaffiliated persons unless
otherwise agreed upon in writing in advance by all of the Part-
ners,

Section 14,9 Removal of General Partner.

a. If nu Limited Partner is in default in his obliga~
tions to make capital contributions to the Partnership under
the provisions of Section 5.3, and the General Partner is in
material default under any of the material provisions of
this Agreement, or if the Partnership is in material default
hot waived by HUD under any Project Mortgage or the Regqu-~
latory Agreements, and if such default is not cured or
adequately provided for by bonding within sixty {60} days
after the General Partner Xnew or should have known of the
existence of such default, such General Partner shall, if
requested in writing by each of the Limited Partners, resign
as Ceneral Partner within thirty (30) days subsequent to the
date of such written notice, and the Partnership shall
dissolve and be terminated if the election referred to in
Subsection b of this Section is not made.

b. The Partnership and its business may be continued,
subsequent to a resignation pursuant to the terms of this
Section, if the remaining General Partner, if any, and each
of the Limited Partners, so elect within thirty (30) days
after the date of the written notice referred to in Sub-
section a of this Section.

c. If the election to continue referred to in Sub-
section b of this Section is made, no General Partner shall
resign until the earlier of (A) the final date for resigna-
tion rTeferred to in Subsection a of this Section 14.9% or (B}
the election by each of the Limited Partners, and sub-
stitution as General Partner(s) of the Partnership, of
substitute General Partner(s) willing to assume the rights
and obligations of the General Partner, which substitute
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General Partner{s) will, in the opinion of counsel for the
Limited Partners, not prevent the Partnership from being
treated as a partnership for Federal income purposes.

d. The Partnership Interest of such substitute General
Partner(s) shall be created solely out of the Partnership
Interests of the then Linited Partners, and the expelled
General Partner's Partnership Interest shall be converted
to that of a Limited Partner. In any such event, ang
tegardless of whether the Partnership dissolves or termi-
nates because of such event, the Partnership Interest as
Limited Partner of any General Partner who or which have
been expelled pursuant to the provisions of this Sgction
shall represent the identical interests in the Partnership's
taxable income or loss and allocations and distributions of
EvVery nature that he or they had as General Partner under
the provisions of this Agreement, and this Agreement shall
be amendeq accordingly. Any expulsion pursuant to the
provisions of this Section shalil have no affect on the
payment or prierity of payment of any sums owed by the
Partnership to any General Partner who has been expelled and
resigned as such pursuant to the provisions of this Section.

e, The assignment for the benefit of creditors, filing
for a petition for reorganization, or adjudication of
bankruptey of any General Partner shall cause the removal of
such General Partner, effective on the latar to occur of {a)
the election, if any, to continue the Fartnership and its
business pursuant to the provisions of this Artiele or
article Twenty-One, or (b) ninety (90) days after the
occurrence of any such event. 1If the election to continue
is not made, then the Partnership shall dissolve and be
terminated upon the effective date of said removeal,

f. Notwithstanding any other pProvision of this Sec-
tion, no General Partner may resign or be removed or sub-
stituted except pursuvant to all applicable HUD regulatiouns.

Section 14.10. Project Management. As long as he is the
General Partner of the Partnership,” the General Partner shall
arrange for management of the Project.

Section 14.11. Hup Documents. The General Partner is
authorized to execute on behalf of the Partnership agreerments
with HUD and any other documents required in connection with any
Mortgage Mote and other regulatory agreements, the operations of
the Partnership, or to effect the assignment to the Partnership
of the HUD Commitments, to convey the Project, or any part
thereof, to the Partnership, and to execute any amendments or
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modifications to any of the aforementioned documents and no other
signatures shall be required,

hrticle Fifteen
LIMITED PARTNERS NOT TO TAKE PART IN BUSINESS

No Limited Partner shall take part in or interfere in any
manner with conduct or contrel of the Partnership business, nor
shall any Limited Partner have any right or authority to act for
or bind ‘the Partnership, However, upon the request of the
Limited Partners owning twenty-five percent (25%) of the inter-
ests din the pruvfits and losses of the Partnership, the General

Partner =hall promptly call an informational meeting of all of
the Limited Partners.

Article Sixteen
TRANSFERS OF UNITS; SUBSTITUTE LIMITLED PARTNERS

Section 16,1. Requirements for Substitution. No assignee
of the whole or any portion of a Partnership Interest shall have

the right to become a substitute Limited Partner in place ot his
assignor unless:

2. The assignor has designated such intention in a
written instrument of assignment delivered to the General
Partner; and

b. The written consent of the General Partner has been
obtained, the granting or denial of which shall be within
the sole discretion of the General Partner; and

¢. The assignee has adopted and agreed in writing to be
bound by all of the provisions herecf, as the same may have
been amended, including without limitation, the granting to
be General Partner of the powers of attorney contained in
Section 9.6 and Article Twenty-Two; and

d. All docunents reasonably required by the General
Pfartner to effect the substitution of the assignce as a
Limited Partner shall have been executed and filed at the
sole cost and expense of the assignor; and

€. . The provisions of Section 16.2 of this article have

been satisfied at the sole cost and expense of the assignor:
and
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f. The assignor has acknowledged all Partnership
obligations to HUD and other pParties in connection with the
mortgage debt and operation of the Project and, if neces-
sary, the written approval of HUD and any other governmental
agency having jurisdiction over the Project has been
secured.

When all-of the provisions of this Section and Section
16.2 of this Article have been complied with, the assignee
torthwith, upon the filing of an amendment to the Certifi-
cate substituting him as a Limited Partner, shall become a
Limited Partner on the date that the amendment to the
Certificate is tiled with the appropriate governmental
authorities pursuant to the Act.

Section 16.2. Limitations on Transfers.

2. There shall be no sale, exchange ar other transfer
or assignment of the whole or any portion of a Partnership
Interest without the prior written consent of the General
Partner, which consent will be withheld if (a} all applica=
ble Federal, state and local securities laws and regqulations
with respect to transfers of securities, including, but not
limited to, the Securities Act of 1933, as amended, and the
Securities Exchange Act of 1934, as amended, are not com=-
plied with to the satisfaction of the General Partner, or
{b} in the sole opinien of counsel to the General Partner,
there will be adverse consequences to the Partnership or any
of the nonassigning Partners under any applicable Federal,
state or local income tax laws or {c} for any other reason
at the sole discretion of the General Partner,

b, Hou sale, exchange or other transfer or assignment
of the whole or any portion of a Partnership Interest may be
made if the Partnership Interest sgught to be sold, ex-
changed, transferred or assiyned, when added to the total of
all other Partnership Interests sold, «xchanged, transferred
or assigned within the period of twelve {12) consecutive
months prior thereto, weuld result in the termination of the
Partnership under the provisions of Section 708 (or any
successor section) of the Code oxr any Treasury Regulation
promulgated thereunder.

Section '16.3. Tax Elections. In the event of the sale,
exchange or transfer of a Partnership Interest, or any interest
therein, or upon the death of an individual Limited Partner, or
in the event of the distribution of Partnership property to any
Limited Partner, the Partnership may file an election, the filing
of which election shall be at the sole discretion of the General
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Partner, in accordance with then applicable Treasury Regulations,
to cause the basis of the Partnership property to be adjusted for
Federal income tax purposes as provided by Sections 734, 743 anda
754 of the Code. All other elections required or permitted to be
made by the Partnership under the Federal tax laws shall be made
by the General Partner in such a manner as will, in the opinion
of the accountants or counsel employed by the Partnership, be the
mest advantageous to.the remaining Limited Partners,

Article Seventeen

DISTRIBUTIONS AND ALLOCATIONS SUESEQUENT
TO ASSIGNMENT OR SUBSTITUTION

An assignee of a Limited Partner, or a substitute (but nct
additional), Limited Partner who purchases, or otherwise ac-
quires, a Limited Partner's Partnership Interest, or any interest
therein, shall be entitied to receive distributions of cash and
allocations of income and loss from the Partnership attributable
to such Partnership Interest subseguent to the effective date of
such assignment, sale, exchange or other transfer with proration,
except as the assignee and the assignor may, with the written
consent of the General Partner, otherwise agree in writing. The
"effective date” of an assignment pursuant to the provisions of
Article 16 of a Partnership Interest or any interest therein, for
the purposes o©f this Article, shall be the date on which a
written instrument of assignment that conforms to the require-
ments of the General Partner has been received and acknowledged
by the Partnership. The "effective date™ of a sale, exchange or
aother transfer of a Partnership Interest or any interest therein
shall be the date on which an amendment to the Certificate is
filed with the appropriate governmental authorities pursuant to
the Act reflecting the substitution of Limited Partners. Net
Income and Net Loss attrikutable to the Partnership Interest
acgquired by reason of such assignment, sale, exchange or other
transfer shall be allocated between the assignee and the assignor
based upon the length of time during any fiscal year of the
Partnership, as measured by the effective date of the assignment,
sale, exchange or other transfer, that the Partnership Interest
was held by each of them,

Article Eighteen
DEATH OF A LIMITED PARTNER
Tho death of a Limited Partner shall neither dissolve nor
terminate the Partnership. Notwithstanding the provisions of

Article Sixtcen, if a Limited Partner shall die, the legal repre-
sentatives and/or therearter the ultimate distributees, legatees,
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devisees or heneficiaries of any Partnership Interest or any
portion thereof of such deceased Limited Partner shall thereupon
be substituted for the decedent as a Limited Partner of the
Partnership, at no cost to the General Partrer or the Partner=-
ship, upon the execution of such ifiurther instruments as may bhe
required by law and the General Partner including, without
limitation, this Agreement, an addendum hereto or a counterpart
hereof, and an amendment to the Certificate, and the appropriate
filing of the amendment to such Certificate as reguired under the
provisions of Article Seventeen.

Article Nineteen
ADMISSION OF PARTNERS

Section 19.1. Additional Limited Partners.. Except as set
forth herein, no additional Limited Fartners shall be admitted to
the Fartnership. However, the provisions of this Article shal}
not prevent a Limited Partner from assigning his Partnership In-
terest under the provisions of Article Sixteen or the heir of a
deceased Limited Partner from Jbecoming a substitute Limited
Partner under the provisions of Article Eighteen.

Section 19,2, Adjustment of Capital and Loan Accounts.
Upon the admission, withdrawal or substitution of any Partner,
the Capital Accounts of the appropriate Partners shall be adjust-—
ed to reflect such changes.

Section 19.3. Documents to he Executed by Partners. Prior
to the issuance of a Partnership Interest to any Limited Partner,
such Limited Partner shall execute and deliver to the General
Partner any documents reguired by HUD and/or the General Partner.

Article Twenty
DISSOLUTION OF ‘THE PARTHERSHIP

Section 20,1}, Distrikution lpon Dissolution. Upon the
cissolution of the Partnership as a result of the occurrence of
any of the events set forth in Article Four (exc :;pt when the
Partnership shall be continued as provided in Sections 14.9 or
21.3), the General Partner or his successors shall proceed to
liguidate the Partnership, and the proceeds of liguidation shall
be applied and distributed in the following order of priority:

a. First, to the payment of debts and liabilities of
the Partnership {(other than any loans or advances that may
have been made by any of the Partners to the Partnership}
and the expenses of liquidation;
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b. Second, to the establishment of any reserve which
the General Partner may deem reasonably necessary for any
contingent or unforeseen liabilitics or obligations of the
Partnership. Such reserve may be paid over by the General
Partner to any attorney at law, or other acceptable party,
48 escrow agent to be held for disbursement in payment of
any of the aforementioned liabilities and, at the expiration
of such period as shall be deemed advisable by the General
Partner, for distribution of the balance, in the manner
hereinafter provided in this Sectiong

€. Third, to the repayment of any vutstanding Working
Capital Loans;

d. Fourth, to the repayment of any other loans or
advances that may have been made by any of the Partners to
the Partnership;

€. Fifth, to the Limited Partners until such time and
up to the amounts, respectively, which equal the Limited
Partners' cumulative cash gapital contributions (reduced by
any prior distributions};

f. Sixth, to reduce to zero any positive balances in
the then-existing Capital Accounts of the Partners, dis-
tributed pro rata in accordance with such positive Capital
Account balances;

g.. Seventh, any remaining amounts shall be distributed
sixty percent (60%) to the Limited Partners, thirty-five
percent (35%) to the General Partner and five percent [5%)
to the Special Limited Partner.

Section 20.2, Distribution in Kind. 1In the event of the
dissolution of the Partnership and the Partnership is not con-
tinued pursuant to the provisions of Sections 14.8 or 21.3, or if
the Partnership term terminates, to the extent that the Partner-
ship's assets have not been sold or otherwise disposed of, the
Partnership's noncash assets, if any, may be distributed in kingd
in the proportions set forth in this Article, each Partner
accepting & pro rata undivided interest therein subject to
Partnership liabilities, includiny any liabilities of the nature
deascribed in Subsections a, ¢ and d of Section 20.1 of this
Article,

Section 20.3, Time for Liquidation. A reasonable amount of
time shall be allowed for the orderly ligquidation of the assets
of the Partnership and the discharge of liabjlities to creditors
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50 as to enable the General Partner to minimize the normal logses
attendant upon such ligquidation,

Section 20.4, Termination, Upcn compliance with the
foreyoing distributicn plan {ineluding payment over to an escrow
agent, if deemed appropriate by the General Partner and if there
be sufficient funds therefor), the Partnership shall cease to be
such, and the General Partner shall execute, acknowledge and
cause to be filed a certificate of termination of the Partnership

Pursuant -to the powers of attorney provided for in Article
Twenty-Two.

Section 20.5. General Partner Not Persanally Liable for
Return ot Capital Contributions. The General Partner shall not
be Persenally liable for any distribution required pursuant to
this Article, and such distributions shall bé made solely from
available Partnership assets, if any.

Section 20.%6, Operations During Li%uidation. Upon the
determination that tRe Partnership is to be quidated or dis-
selved, the business of the Partnership during the period of
liguidation or dissolution shall be carried on by the Ceneral
Partner, or if there be no General Partner, by a designee of all
of the Limited Partners.

Article Twenty-Ome
WITHDRAWALS; RETET REMENT OF PARTNERS

Section 2l.1. Ho Right to Withdraw Capital. No Limited
Partner may at any time withdraw his capital from the Partnership
without the written approval of the Ganeral Partner, which
approval shall be at the General Partner's sole discretion,
pursuant to the provisions of Section 5.7. Substitution of
Linited Partners, however, may be made in accordance with the
provisions of this Agreement.

Section 21_.3, Election to Continue Business. In the event
of the death, insanity or adjudication o incompetency of an
individual General Partner, the liguidation or dissclution of a
corporate General Partper, or the termination of a General
Partner which is a trust, or the resignation, retirement or
removal under the Provisions of Section 14.8 of any Genaral
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Partner, the Partnership Interest of such General Partner shall
be converted into that of a Limited Partner on the same basis as
provided in Section 14.8, whether or not the Partnership is
dissolved.

a. If the affect of any such event is not to rencve
the General Partner, the General Partner shall forthwith
send written notice of such event to the Limited Partners
and shall have the sole option to elect to continue the
Partnership for the balance of the term spucified in Article
Four.

b. BAny election to continue the Partnership uncer the
pProvisiens of this Section shall be exercised within ninety
{90) days after the occurrence of any of the events referred
to in the first sentence of Section 21.3. 1In the event of
any such election, the relationship of the Partners and of
any other person who has acguired a Partnership Interest
shall be governed by this Agreesient. -

Article Twenty-Two
POWEKS OF ATTORNEY TO EXECUTE DOCUMENTS

Section 22,1, Grant of Power of Attorney. Each Limited
Partner hereby irrevocably constitutes and appoints the General
Partner individually, as his true ang lawful attorney in his
name, place and stead to make, execute, acknowledge and, if
hecessary file;

a, Any certificates or other instruments which the
Partnership may be required to file under the laws of the
State of Hevada or pursuant to the requirements of HUD or
any other governmental authority having jurisdiction over
the Project or which the General Partner deems advisable to
file, including, without limitztion, the Certificate and any
amended Certificate and a certificate of termination as
provided in Section 20.4.

b. Any certificates or other instruments amending or
modifying the Certificate or the certificates and instru-
ments referred to in Section 22, 1a,

€. Any certificates or other instruments which may be
required to admit one or more Limited Partuner(s] or to
reflect the withdrawal of cne or more Limited Partner (s) or
to reflect any changes in their respective Partnership
Interests,
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d. Any amendments to the Certificate, or any amend-
ments thereof, or to this Agreement, necesgsary to reflect

any other changes made pPursuant to the exercise of the Power

of Attorney contained in this Article,

Section 2i.2, Irrevocable and Copgled with an Interest;
Copies tu be Transmitted. ~ The powers of attorney granted un er
Section 22.7 of this Article shall be deemed irrevocable and
coupled with an Interest., A copy of each document executed by

Section 22.3. Survival of Power of Attorney, The powers of
attorney granted in Section 22,1 of this Article shall survive
delivery of an assignment by any Limited Partner of the whole or
any portion of his Partnership Interest, except that if such
assignment was of all of his Partnership Interest and the sub-
stitution of the assignee as a Limited Partner has been consented
to by the General Partner, the foregoing powers of attorney shall
survive the delivery of such assignment for the sole purpcse of
enabling the General Partner to execute, acknowledge and file any
and all certificates and other instruments nhecessary to effect-

Section 22.4. - Limitation on Power of Attorney, Except as
set forth in this ArticTe, the General Partner may not modify the
terms of this Agreement without the written cocnsent of all of the
Limited Partners. The Powers of attorney granted under Section
22.1 of this Article cannot be utilized by the General Partner to
increase or extend any financial obligation or liability of the
Limited Partners.

Article Twenty-Three

INVESTMENT REPRESENTATION

Section 23,1, Investment Re resentation. PEach Limited
Partner hereby represents that he 1is5 acquiring his Partnership
Interest for investment purpnses only and not with a view to the
resale or distribution thereof in whole or in part and agrees
that he will not transfer, sell or dispose of it in any manner
that will vislate the Securities Act of 1933, as amended, the
Securities Exchange Act of 1934, as amended, or the rules and
regulations of the Securities and Exchange Commisgion, or the
laws and regulations of the State of Nevada, or any other State
or municipality having jurisdiction thereover. The General

27 : o .
co 8200189

s




Lincoln County

Laliente Associates
Amended and Restated Limited Partnership Agreement

Partner shall require any assignee of a Limited Partner to
execute a similar investment undertaking.

Section 23,2, Representation of lnvestment Ex erience and
Ability to Bear Risk b

. Each Limited Partner represents that he is
(i} either knowledgeable with raspect to the financial, tax and

real estate aspects of ownership and operation of the Project or
has been represented by such a knowledgeable person in connection
with his acguisition of an interest in the Partnership and {ii}

able to bear the economic risks of his investment in the Partner-
ship, including the complete loss thereof.

Article Twenty-Four
EXCULPATION AND INDEMNIFICATION OF GENERAL PARTNER

Section 24.1. Exculpation. The doing of any act or the
failure to do any act by the General Partner, the effect of which
may cause or result in loss or damage to the Partnership, the
Limited Partners or the Project shall not subject the General
Partner to any pexconal liability to the Partnership or to the
Limited Partners unless the General Partner acted in bad faith or
was guilty of wiliful misconduct or negligence.

Section 24.2. Indemnification. The Partnership (but not
the Limited Partners personally) shall indemnify and save harm-
less the General Partner from any loss or damage incurred by him
by reason of any act or acts perfarmed Ly him for and on behalf
of the Partnership and, in the opinion of the General Partner, in
furtherance of its best interests, if such act was done pursuant
to advice of legal counsel employed by the Partnership, or by the
General Partner on behalf of the Partnership, or on a basis other
than lack of good faith, willful misconduct or negligence, The
Partnership shall reimburse the General Partner for any such loss
or damage incurred.

Article Twenty-Five
PARTNERS BOUND EY REGULATORY AGREEMENTS

All Partners, by their agreement to be bound by this Agree-
ment, agree that they are bound by the Regulatory Agreements
executed by the Partnership with HUD, any agreements the Partner-
£hip enters into with Caliente, Lincoln County, Nevada, and any
other documents required by HUD. Upon any dissolution of the
Partnership, no title or right to possession and control of any
property subject to the Mortgage Loan and no right to collect the
rents therefrom shall pass to any person who is not bound by the
Regulatory Agreements. Nothing in this Article shall be
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construed as creating any personal liability of any Limited
Partner in excess of his required capital contributions,

Article Twenty-Six
RELEASE OF CERTAIN FUNDS BY HUD

Any other provision of this Agreement to the contrary
notwithstanding, if any funds or evidences thereof required by
HOD to be placed in escrow or posted by the General Partner, or
by any person or corporation wholly controlling, contralled by or
undexr common control or affiliated with the General Partner, on
behalf of the Partnership are released to the Partnership by HUP,
such funds shall be distributed to the General Partner or other
person or corporation who originally placed such funds in escrow
or otherwise provided for such fundes on behalf of the Partner-
ship.

Article Twenty-Seven

LIABILITY OF A WITHDRAWIMG GENERAL PARTNER

if the business of the Partnership is continued after the
withdrawal of a General Partner, the withdrawing General Partner
shall remain liable, to the extent provided in this Agreement,
for all obiigations and liabilities incurred by him or it while a
General Partner of the Partnership, = A withdrawing General
Partner shall nol incur any obligations or liability on account
of the business of the Partnership or the activities of any
General Partner of the Partnership after his aor its withdrawal is
efiected by the appropriate tiling of an amendment to the Certif-
icate. For the purpose. of this Article, a Generai Partner
converting to a Limited Partner will be considered a withdrawing
General Partuner.

Article Twenty-Eight
TAX MATTERS PARTNER

The General Partner shall be the "tax matters partner" of
the Partmership for Federal income purposes. Pursuant to Code
Section 6223 (e} (3}, upon receipt of notice from the Internal
Revenue Service of the beginning of an administrative proceeding -
with respect to the Partnership, the General Partner, as the tax
matters partner, agrees to furnish the Internal Revenue Service
with the names, addresses and profits interests of each of the
Limited Partners of the Partnership. The General Partner agrees
not to enter into a settlement agreement pursuant to Code Section
6224 without providing at least 30 days' advance written natice
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to each of the Limited Partners of the Partnership of the terms
of the settlement. ’

Article Twanty-Nine
JURISDICTION

At the request of the General Partner, any Limited Partner
whe is not a Hevada resident shall execute any documents neces-
sary to designate the Secretary of State of the State of Revada
or any other person or entity chosen by the General Partner, at
his sole discretion, for service of process on him in any action
or proceeding brought by any party to this Agreement against him
and arising out of this Agreement or in breach thereof.

Article Thirty
HRON-WAIVER

No provision of this Agreement shall be decmed to have been
waived except if such waiver iy contained in a written notice
given to the party claiming such waiver has occurred and ne such
waiver shall be deemed te¢ be a waiver of any other or turther
gimilar or dissimilar obligation er liability of the party or
parties in whose favor the waiver was given.,

Article Thirty~One
ADDITIONAL DOCUMENTS AND INSTRUMENTS

The parties shall execute and deliver to each other such
other and furthexr documents and instruments as may be necessary
to carry out the purposcs of this Agreement and which are re-
quired by the General Partner, HUD or any other Federal state or

local governmental agency having jurisdiction over the Project or
the Partnership,

Article Thirty-Two
ILLEGALITY

1f ‘any provision or provisions of this Agreement (or any
part thereof) or the application thereof to any particular facts
or circumstances chall be illegal ana unenforceable by reason of
any statute or rule of law, the remaining provisions {or parts
thereof) of this Agreement or the application of the particular
provision our provisions (or parts thereof) to other facts or
Circumstances shall not be affected thereby and shall remain in
full force andé effect. It is the intention of the provisions of
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this Article to make clear that the agreement of the parties to
this Agreement is that this Agreement shall be enforced insofar

as it may be enforced consistent with applicable statutes and
rules of law,

Article Thirty-Three
NOTICES

All notices, demand, requests, consents or approvals given,
reguired or permitted to be given hereunder, shall be contained
in writing and shall be deemed sufficiently given if sent by
registered or certified mail, postage prepaid and return receipt
requested, addressed to the parties at the addresses set forth
above or below, or on any addendum to or counterpart of this
Agreement, or to such other aadress as the recipient shall have
previgusly rotified the sender of in writing, and shall be deemed
received three (3} days after the date of mailing.

Article Thirty-Four
MERGER AND AMENDMENTS

Section 34,1 Merger. This Agreement and each of the
Exhibits annexed hereto, each of which is made a part hereof by
this reference, contain the entire understanding and agreement
between the parties upon the subject matter of this Agreement
and, any prior understandings and agreements between the parties

are merged herein, except only as_ herein otherwise expressly
stated,

Section 34.2 Amendments.

2. In addition to the amendments otherwise authorized
herein, amendments may be made to this Agreement from time
to time by the General Partner with the consent of the
holders of a majority of the Units owned by Limited Partners,
provided, however, that without the Consent of the Partuners
to be adversely affected by the amendment, this Agreement
may not be amended so as to (i) convert the Units of a
Limited Partner into a general partner's interest:; (ii)
modify the limited liability of a Limited Partner; ({iii)
alter the ratio in which tax allocations and cash distribu-
tions are shared, provided, however, that this provision
shall not affect reductions resulting from the issuance of
additional Units or the operation of the provisions of
Section 34.2b; or (iv) reduce the percentage of Units which
is required to Consent to any action hereunde ;.

b. 1In addition to any amendnents otherwise authorized
herein, amendments muy be made to this Agreement from time
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to time by the General Partner, without the Consent of any
of the Limited Partuers, (i) to add to the representations,
duties or obligations of the General Partner or surrender
any right or power granted to the General Partner herein for
the benefit of the Limited Partners; (ii) teo cure any
ambiguity, to correct or supplement any provisions herein
which may be inconsistent with any other provision herein,
or to make- any other provisions with respect to matters or
questions arising under this Agreement which will not be
inconsistent with the provisions of this Agreement; (iii) to
delete, add or revise any provision of this Agreement that
may be necessary or appropriate, in the General Partners
judgment to insure that the Partnership will be treated as a
partnership for Federal income tax purposes; provided,
however, that no amendment shall be adopted pursuant to this

Section 34.2b unless the adoption thereof (1) is for the benefit

of or not adverse to the interests of the Limited Partners; (2)
does not affect the cash distributicns or the tax allocaticns
between the Limited Partners as a class and the General
Partner except as provided below; and (3) does not affect
the limited liability of the Limited Partners or the status
of the Partnership as a partnership for Federal income tax
purposes. In addition. to the amendments otherwise
authorized herein, amendments may be made to this Agreement
to amend the provisions of this Agreement relating tc the
tax allocations and cash distributions among Partners if the
Fartnership i§ advised at any time by the Partnership's
accountants and. legal counsel that the allocations and
Gistributions provided in this Agreement are unlikely to be
respected for Federal income tax purposes, either because of
promulgation of Treasury Regulations under Section 704 of
the Code or other developments. The General Fartner is

enpowered to amend such provisions pursuant to this Section 34.2b
to the minimum extent necessary in accordance with the advice of

the Partnership's accountants and legal caunsel to effect the
plan of cash distributions and, consistent therewith, the tax

allocations, provided in this Agreement. New allocations made by

the General Partner in reliance upon the advice of the
Partnership’s accountants and legal counsel shall be deemed
to be made pursuant to the fiduciary obligation of the
General Partner to the Partnership and the Limited Partners
and ' no such new allocation shall give rise to any claim or
cause of action by any Limited Partner.

¢. Notwithstanding any other provisions in this Agreement,
so long as the Secretary of Housing and Urban Development, or his
successors or assigns, is the insurer or holder of the deed of
trust on the Project, no amendment to this Certificate and
igreement of Limited Partnership which results in any of the
following shall be of force or effect without the prior written
Consent of HUD:
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(i) Any Amendment which modifies the duraticn of the
Partnership Agreement;

(ii) Any amendment which results in the requirement that a
HUD prior participation certificaticn be obtained by
any additional party: and

(iii) Any amendment which in any way impacts on or affects
the HUD deed of trust or Requlatory Agreement.

d. Ii this Agreement shall be amended as a result of adding
Or substituting a Limited Partner, the amendment of this Agree-
ment shall be signed by the General Partner and by the Person to
be substituted or added and, if a Limited Partner is to be
substituted, by the assigning Limited Partner.  If this Agreement
shall be amended to reflect the withdrawal of the General Partner
when the business of the Partnership is being continued, such
amendment shall be signed by the withdrawing General Partner {and
the General Partner hereby so agrees} and by the successor
Ceneral Partner, :

e.  In making any amendments, there shall be prepared and
filed for recordation by the General Partner such documents and
certificates as shall be required to be prepared and filed under
the Nevada Uniform Limited Partnership Act and under the laws af
the other jurisdictions, if any, under the laws of which the
Partnership is then formed or qualified,

ARTICLE THIRTY~-FIVE
PRUVISIONS BINDING

This Agreement shall inure to the benefit of and be binding
upon the parties and their respective heirs, executors, adminis-
trators, successors and assigns and any additional or substitute
Limited Partners or General Partner [(except as may otherwise be
specifically provided herein).

Article Thirty-Six
CAPTIONS
The table of contents and captions set forth herein are For
convenience and reference only and are not intended to modify,

limit, describe or affect in any way the contents, scope or
intent of this Agreement,
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Article Thirty-Seven
DEFINITIONS

All terms used herein which are defined in this Agreement
shall have the meaning set forth in this Agreement, unless the
context clearly indicates otherwise,

Article Thirty-Eight
COUNTERPARTS

This Agreement may be executed in two (2) or more
counterparts, each of which shall be deemed an original, but all

of which together shall constitute one (1) and the same
instrument.

Article Thirty-Nine
GENDER AND PLURAL

Whenever the sense of this Agreement so requires, the
masculine or feminine gender shall be substituted for or deened

to include the neuter and the plural, the gingular, and vice
versa.

Article Forty
APPLICABLE LAW

This Agreement and the rights of the parties hereto shall be
interpreted in accordance with the laws of the State of Nevada.

Article Forty—Oné
HUD REQUIREMENTS

Notwithstanding any provision contained in this hgreement to
the contrary, if the purchase of the Property requires the
approval of the United States Department of Housing and Urban
Development ("HUD"™) the following additional provisions shall be
a part of this Agreement for so long as the Property is subject

to a deed or deeds ¢f trust insured or held by HUD (collectively,
the "HUD-insured beed of Trust”): :

{a) The Partnership is specifically authorized to
execute any and all documentation required to consummate the
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purchase of the Property, HUD Project No. 125-35064-PM including,
but not limited to, the Application for Transfer of Physical
Assets, Release and Agssumption Agreement, Rental Schedule,
Statement of Interested Persons, and the Rea] Estate Purchase
Contract. Any general partner ‘acting alone is authorized to
execute said documentation on behalf of the Partnership.

(b) Upon consummation of the purchase of the Property,
the Partnership shall assume and agree to be bound by the terms
of that certain Regulatory Agreement (®The Regulatory
Agreement®), dated August 1, 1879 and recorded August 15, 1979,
in Book 31, Page 174, Number 64851, Official Records of Lincoln
County, Nevada, entered into between the Partnership and HUD and
any incoming partner shall, as a condition of receiving any
interest in the Partnership Property, agree to be bound by the
HUD-insured Note, HUD-insured Deed of Trust, and Regulatory
Agreement to the same extent and on the same terms as the other
partners. Upon any dissolution, no title or right to possession
and control of the project, and not right to collect the rents
therefrom shall pass to any person who is not bound by the
Regulatory Agreement in a manner satisfactory to HUD,

(c] In the event that any provision of this Agreement
in any way tends to contradict, modify, or in any way change the
terms of the Regulatory Agreement entered into with HUD, the
terms of the Regulatory Agreement shall prevail and govern; or if
any provision hereof in any way tends to limit HUD or the Federal
Housing Administration ("FHA") in its administration of the
Natiopal Housing Act, as amended, or the regulations and
instructions thereunder, this Agreement shall be deemed amended
S0 as to comply with the requirements of HUD/FHA.

(d} No amendment to this Agreement which results in
any of the following shall be of force or effect without the
prior written consent of HUD:

(1) The modification of the term of rartnership;

(ii}) The necessity of obtaining a HUD "Priar
Participation Certificate" for any additional party; and

(iii) Any impact or affect on the HUD-insured Deed
or Trust or Regulatory Agreement.
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IN WITNESS WHEREOF, the undersigned has duly ex
e
Amended and Restated Certificate and Agreement olg mezzgd this
‘I::izzershlp of CALIENTE ASSOCIATES on the date firs:t above
en.

GENERAL PARTNER: SPECIAL LIMITED PARTNER:

PALO ALTO TOWN PROPERTIES, INC.

Robert F." Nielsen

{1ndividuni)

STATE OF CALIFORNIA .
CcOUNTY oF B 1ffe Clowa }ss'
Lot ) ErT
O 4 i | e FH‘” i | 7-‘(‘ belore me, the wndet-
signed, a &m_;ry Fublic ih and frx said Stale, personally appeared
eZednn S (eity©

personally known 10 me [or proved 10 me on the basis of satisfaclory
oexlence) 1o be the person(sh____ whose name _!_5_ subscribed 10

e BTAPLL HERE — P

the within instrument and acknowledged that _ "=¥" to MARGARET MORSE B}
d she same. N NOTARY PUBLIC-CALIFORNIA
WITNESS my hand and official seal, -' COUNTY OF SANTA CLARA
P . .//'.’"" ) \
Signature T%/ fl‘l.{_/é =i (_(, =4
. sTGer Name (Typed or Printed) {This area for offcial sotarial aeak}
STATE OF NEVADA, }
.
County of .......Hashoe,  ..................
On oot September. 12, 1984 ... .. persowally appesred before me,
' DATE
a Notary Public {or judge or ciker officer. ms the case may be), ... oo
. ROBERT F, NIELSEN. .. . ...

who acknowledped that he exccuted the above insrumest.

B ot an

Py BOLIMEE A MOGHE ]
uﬁ Notary Pubhc - S1ie at Nevada §
-/ Mg et et O 1 N R COunTy

IN WITNESS WHEREOF, [ hove hareunio
and of, 3 officind siamp a1 my office

MY AR TR ey s 26 3
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NAME

General Partner

Robert F. Nielsen

Schedule 1

ADDRESS

3620 Hidden Valley Dr
Reno, NV

Special Limited Partner

Palo Town
Properties,
Inc,

Limited Partners

1471 Arcadia Place
Palo Alto, CA 94303

'I)The General Partner will
title and interest in and to
to his Capital Account in the amo

tlehe Special Limited Partner has agreed

Fartnership.

37

INITIAL CAPITAL = NO. OF UNITS
CONTRIBUTIONE OWNED
$3,000 1) N/
s 1002 N/A

2#55ign to the Partnership all of his rights,
the Project for which he will receive a credit
unt of $3,000.

ta contribute this amount te the
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Schedule II

LEGAL DESCRIPTION OF PROEERTY

Situate in the County of Lincoln,; State of Nevada, described as follows:

Lots 2 and 3 in Block 46 of North
Side - Addition to the City of
Caliente, Lincoln County, Nevada as
shown by Plat thereof on file in
the office of the County Recorder
of Lincoln County, Nevada;

Together with any and all impréve-
ments sitnate thereon and any and
all easements and rights of way
appertenant thereto.

BL229
e e

FILED AND HECORDEL AT REQLEST OF
First American Title Co.

Sept. 28, 1984

a8 s eat 3 eraook

—Prsouk B2 G OFRCIAL

RECORDS, PAGE 167 — LTINS
COUNTY, REVADA.

YURIKO SETZER _

FCRUER

3 Syt dlY R
By7.? e :}, ¢!, Deputy
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