
Lockbox Oversight Exercise – Task List 
 
 
 
It is time to issue the quarterly Lockbox Administration and Oversight Report.  Your 
team has just been assigned to this Project and you have just been provided with all of the 
information related to the project’s lockbox activity for the past four months.  Your team 
is to analyze and research lockbox activity and provide information to complete the 
quarterly lockbox administration and oversight report.   
 
The Project is located at Hootenhollar AFB.  There is an Executive Summary of the 
Project that has been provided along with the financial data for the reporting period.  To 
assist your team in its first attempt to analyze lockbox activity, the prior Portfolio 
Management lead has provided you with a list of issues that she noted in her quick review 
of the documentation.  Your team needs to answer the following questions as the first 
step in preparing the report: 
 

1. While the Project is four years old, we just received the monthly unit completion 
data from the Project Owner for the first time.  Deposits had been made to the 
Replacement Reserve Account by the Lockbox Agent but we are not certain what 
those deposits were based upon nor if the deposits were correct.  Now that we 
finally have the data, it is critical that we determine definitively if the balance is 
accurate and if not, what correcting entry or entries are required.  Please provide: 

a. What happened? 
b. What should have happened? 
c. What is the “correct” balance as of March 31, 2004 

2. The Project Owner operates with a Fiscal Year that ends on December 31 of each 
year.  The Air Force approved the 2004 budget in November.  The budget should 
have gone into effect on January 1, 2004.  Please confirm that the budget is being 
used by the Lockbox Agent.  If not, identify how much and when errors occurred 
as well as what you would suggest to effect corrections as of March 31, 2004. 
This may impact several accounts. 

3. The Project is subject to Windfall Income for the first time beginning with the 
February 1, 2004 transfers.  Validate that the transfers to the Windfall Income 
Account for February and March were done properly. 

4. Beginning with the December 1, 2003 transfers, the Air Force is participating in 
the Net Cash Flow for the Project.  Assess the amounts transferred to the 
Reinvestment Account to determine if they were correct.  If not, provide the 
correct figures.  Identify any needed corrections and from where the money 
should come. 

5. Lockbox Agents have not been treating interest in accordance with the Lockbox 
Agreement.  Check each account to ensure that interest is being properly managed 
and factor any correcting entries into your overall assessment. 

6. The Impositions Account did not have enough money in it to pay the real estate 
taxes and insurance premiums received by the Project Owner in late November.  
They incorrectly decided to pay these bills directly and are now requesting 
reimbursement.   

a. How did the balance become insufficient? 



b. Who needs to approve the reimbursement request? 
c. How would you propose to pay for it?   
d. How could the documents be changed to avoid this in the future? 

7. What is the correct Operating Reserve Account balance as of March 31, 2004?  
When did the error occur and how should it be corrected?    

8. What is wrong with the definition of Operating Expenses? Please ignore this 
obvious error in your work on this project. 

 
 
General Directions: 
 

1. Please develop answers to as many questions above as you can in the time 
allotted. 

2. Keep your responses as concise as possible while answering the question. 
3. You may encounter additional related or unrelated errors.  Please identify those in 

your summary. 
4. We suggest that the team split up the questions while maintaining communication 

between the team. 
5. With the exception of the Replacement Reserve Account, assume that balances 

were correct on November 30, 2003. 
6. You may ignore interest adjustments that may have resulted solely from improper 

or untimely transfers of principal from one account to another. 
7. Pay particular attention to the definition of Operating Expenses and Windfall 

Income 
8. Focus your attention on Sections 4.02-4.13 and Section 5.02 
9. Assign a spokesperson or two, but not more than two, to discuss your answers on 

behalf of your group. 
 
 
 



I.  Background 
 
Hootenhollar Air Force Base (“HAFB”), home to the U.S. Air Force Material 
Command’s (“AMC”) Gliding Ganders, is located just outside of Wilderness Wyoming 
and is one of the quietest installations in the Air Force.  The base employs 5,000 people 
and covers an area of 100,000 acres southwest of Wilderness.   
 
On December 1, 2000 (the “Closing Date”), the United States Air Force (“USAF”) 
entered into a series of executed legal agreements resulting in the privatization of 700 
housing units representing 100% of Military Housing at Hootenhollar AFB.   The parties 
to the agreement are the Department of the USAF and Hootenhollar Family Housing, 
LLC (“HFH”).  HFH is a wholly owned subsidiary of Conquest Development 
Corporation, (“CDC”). 
 
The USAF will transfer 1,000 existing units to HFH, which will then demolish 800 of the 
units in the Coyote and Bull Moose neighborhoods.  HFH will build 500 new 
construction units in the Bull Moose neighborhood and rehabilitate the 200 remaining 
units in the Coyote neighborhood which were built in 1998.  HFH is contracted to be 
responsible for all aspects of operation and maintenance for a period of fifty (50) years 
from the Effective Date, December 1, 2000. 
 
II. Land Ownership and Control 
 
This Project involves the lease of 15,000 acres of land from the USAF upon which the 
Coyote and Bull Moose subdivisions are located.  HFH will lease this land for the amount 
of $1 beginning on December 1, 2000 and ending on November 30, 2050. 
 
III.  Development 
 
The agreement between HFH and the USAF includes a total development budget of 
$70M that include the construction of 500 new homes and the renovation of 200 existing 
homes.  Throughout the construction, HFH agrees to maintain at least 700 homes but may 
maintain a higher number.  The construction period will last approximately 36 months. 
 
IV. Key Legal Documents 
 
The documents governing the Project include the Lease and the Lockbox Agreement. 
 
V. Insurance Requirements 
 
HFH will maintain insurance policies of the types and in the amounts required under the 
Lease Agreement.   
 
VI. Financing 
 



The Project is funded by a combination of debt and equity.  This Project is unique in that 
the Direct Loan and Sr. Loan are both fully funded at closing.  The Sr. Loan immediately 
enters its amortization period while the Direct Loan is in its deferral period for the first 
ten years.  The amortization schedules are attached to this Executive Summary.  The 
following table illustrates the timing and amounts of capital sources during construction: 
 
              Years 
Source 

 
Capital Type 

1 – 3 
 

4 – 30 31 - 50 

HFH Equity $3.5M   
HFH Net Op. Inc. $6.5M   
Builder’s Bank Construction Loan $20M   
DoD Direct Loan  $20M  
LTFC Sr. Guaranteed Loan $40M  
TBD Renovation Loan  $TBD 
 
Senior/Guaranteed Loan 
Long-Term Financing Corporation (“LTFC”) is providing $40M of capital to this Project.  
The money entirely funded on December 1, 2000 at closing with the $33,000,000 being 
deposited into the Construction Escrow Account and $7,000,000 being deposited into the 
Capitalized Interest Account.  The money in the Capitalized Interest Account is to be 
used to pay for interest on the Senior / Guaranteed Loan during construction.  The interest 
rate on the Senior / Guaranteed Loan is 6.25%. 
 
Construction Loan 
Builder’s Bank is providing construction loan financing.  The Construction Loan is to be 
used only after all equity, Net Operating Income and the Senior / Guaranteed Loan funds 
have been exhausted.  The Construction Loan is to maintain a zero balance until its first 
draw and no interest will be due and/or payable on the loan until that time.  It is 
anticipated that the first use of the Construction Loan will be in late 2004.  The interest 
rate on the construction loan is LIBOR plus 1.5%.  The Construction Loan is interest only 
for a period not to exceed 36 months.  The loan is for $20M. 
 
Direct Loan 
The Direct Loan is to be funded upon completion of the Project in the amount of $20M at 
a rate of 4.0% for a period of 40 years.  The first 10 years are a deferral period (interest 
only) followed by a 30 year amortization period. 
 
VII. Management 
 
Professional Property Management Company (“Manager”) and HFH have entered into an 
agreement whereby the Manager will provide property management of the privatized 
housing at HAFB.  In consideration for its services, Manager will be paid 4.0% of net 
revenues such amount to be broken down as follows; 2.5% to be paid monthly and 1.5% 
to be paid quarterly according to its Performance Incentive Plan (“PIP”) evaluation by the 
Installation.  The PIP shall be conducted quarterly within 20 days of the end of the 



calendar quarter with the Lockbox Agent providing the funding at the next monthly 
transfer date.  Manager is a subsidiary of Conquest Development Company. 
 
VIII. Accounting / Reporting 
Per the transaction documents, HFH agrees to produce and maintain accurate, true and 
complete books, records, reports and accounts, which shall fully reflect the financial 
condition, performance, occupancy, physical condition, maintenance and operational 
status of the Leased Premises.  HFH shall make these records available to the USAF and 
its representatives for examination, audit, inspection and transcription.  In addition to the 
periodic reports required, the USAF may request any other information deemed 
reasonable by the USAF.   
 
IX. Disputes 
 
Disputes shall be addressed in accordance with the transaction documents.  Disputes shall 
always be addressed first through discussions and negotiations, then through the MRC, 
then through Air Staff prior to being referred for legal action by either the Air Force or 
the Project Owner.  Disputes in amounts less than $10,000 shall be under the final 
authority of the Wing Commander or his designee.  Amounts in excess of the $10,000 are 
also decided by the Wing Commander or his designee but may be appealed to Air Staff.   
 
 
 



April 20, 2004 
 
 
 
Allen Thibeaux 
Wing Commander 
Hootenhollar AFB 
1000 Military Drive 
Wilderness, WY  82844 
 
Dear Col. Thibeaux: 
 
Upon receipt of the real estate tax bills and insurance premiums in January 2004, we assessed the 
Impositions Account and determined that sufficient funds were not available.  In order to make our 
real estate tax payments and insurance premium payments on time, we paid both of these expenses 
through internal funding sources.   

Please find attached the real estate tax bills in the amount of $130,000 and insurance premium 
invoices in the amount of $45,000.  The funds available in the Impositions Account at the beginning 
of January were $86,871.90, significantly less than the aggregate amount due.  We would like to 
request a reimbursement from the Project in the amount of $175,000 at this time. 

If you have any questions, please feel free to give me a call. 

 
Very truly yours, 

 
Frederick “Freddy” Donnywannabe 
Hootenhollar Family Housing 
Sender's Business Unit Name (if applicable) 
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A P P E N D I X  Q .  L O C K B O X  A G R E E M E N T  
 
 

LOCKBOX AGREEMENT 
 
 

among 
 
 

THE SECRETARY OF THE AIR FORCE, 
as the Air Force 

 
 

Hootenhollar Family Housing, LLC 
 

as the Borrower 
 
 

Builder’s Bank 
 

as the Construction Lender 
 
 

Long Term Financing Corp. 
 

as the Senior Lender 
 

and 
 
 

US Bank, NA 
 

as the Lockbox Agent 
 
 

Dated as of December 1, 2000 
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LOCKBOX AGREEMENT 

 
THIS LOCKBOX AGREEMENT, dated as of December 1, 2000 (hereinafter “Lockbox 

Agreement”), is by and among THE UNITED STATES OF AMERICA represented by THE 
SECRETARY OF THE AIR FORCE (the “Secretary” or the “Government”), Hootenhollar Family 
Housing, LLC, a Wyoming limited liability company (the “Lessee”), Builder’s Bank, a Delaware 
corporation (the “Construction Lender”), Long-Term Financing Corp., an Ohio corporation (the 
“Senior Lender”), and US Bank, NA, an Ohio corporation, as the Lockbox Agent (the “Lockbox 
Agent”) (all capitalized terms used herein shall have the meanings set forth in Section 1.0 hereof). 
 

WITNESSETH: 
 

WHEREAS, in response to Request for Proposals No. 2 issued by the Secretary, the Lessee 
has been selected by the Secretary to perform the demolition of certain existing residential facilities 
and the rehabilitation of existing residential facilities and related facilities located at Hootenhollar Air 
Force Base (AFB), Wyoming  and the construction of new residential facilities and related facilities 
located at Hootenhollar AFB(such demolition, construction, and rehabilitation being herein referred to 
as the “Project”); and 
 

WHEREAS, the Lessee is leasing a portion of the land for the Project (the “Project Site”) 
pursuant to the terms and provisions of a Department of the Air Force Lease of Property on 
HootenhollarAFB, Wyoming, dated as of December 1, 2000 (the “Government Lease”), between the 
Secretary and the Lessee; and 
 

WHEREAS, the Secretary has transferred to the Lessee an ownership interest in certain 
improvements now located on the Project Site; and 
 

WHEREAS, the Lessee will demolish certain existing improvements and rehabilitate certain 
existing improvements on the Project Site and will construct additional improvements on the Project 
Site (collectively, the “Improvements”); and 
 

WHEREAS, the Project Site and the Improvements (collectively, the “Property”) are subject to 
the terms and conditions of the Government; and 
 

WHEREAS, pursuant to the terms and provisions of a Construction Loan Agreement, dated as 
of December 1, 2000 (the “Loan Agreement”), between the Lessee and the Construction Lender, the 
Construction Lender has made a loan (the “Construction Loan”) to the Lessee in the principal amount 
of $75,000,000; and 
 

WHEREAS, to evidence the Construction Loan, the Lessee has executed and delivered a 
promissory note (the “Construction Note”) to the Construction Lender; and 
 

WHEREAS, to secure its obligations under the Construction Note, the Lessee has executed 
and delivered a Multifamily Deed to Secure Debt, Assignment of Rents and Security Agreement, dated 
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as of December 1, 2000  (the “Construction Mortgage”), to and for the benefit of the Construction 
Lender; and 
 

WHEREAS, pursuant to the terms and conditions of the Forward Commitment, dated 
December 1, 2000 (the “Forward Commitment”), between the Secretary and the Lessee, upon the 
completion of the Project, the Secretary will make a loan (the “Direct Loan”) to the Lessee in an 
amount not to exceed $25,000,000 for the purpose of repaying the Construction Loan; and 
 

WHEREAS, from and after the making of the Direct Loan to evidence the Direct Loan, the 
Lessee will execute and deliver a Multifamily Note (the “Government Note”) to the Secretary; and 
 

WHEREAS, to secure its obligations under the Government Note, the Lessee will execute and 
deliver a Multifamily Deed to Secure Debt, Assignment of Rents and Security Agreement (the 
“Government Mortgage”) to and for the benefit of the Secretary; and 
 

WHEREAS, upon the funding of the Direct Loan, the Secretary, any subordinate lenders, if 
any, and the Lessee will enter into an Intercreditor Agreement (the “Intercreditor Agreement”) 
governing, among other things, the repayment of the Direct Loan and any subordinate loans, and the 
exercise of remedies by the Secretary and the Construction Lender upon a default by the Lessee; and 
 

WHEREAS, the Government Lease requires the execution and delivery of a lockbox 
agreement among the Secretary, the Construction Lender, the Lessee, and the Lockbox Agent to 
provide for (a) the operation of the Property in accordance with the terms and provisions of the 
Government Lease, (b) the demolition, rehabilitation, construction and other work comprising the 
Project, (c) the funding of certain accounts described herein for the continued maintenance of the 
Property as required by the Government Lease, and (d) the timely repayment of the Construction Loan 
and the Direct Loan and the payment of certain fees and expenses relating to the foregoing. 
 

NOW, THEREFORE, it is mutually covenanted and agreed as follows: 
 

ARTICLE I 
 

DEFINITIONS AND USE OF PHRASES 
 
Section 1.01. Definitions. Capitalized terms used but not defined herein shall have the meanings set 
forth below: 
 
“Account” means any of the Accounts established pursuant to Section 4.0 hereof. 
 
 “Business Day” means any day other than a Saturday, a Sunday, or a day on which the federal 
government is generally closed by statute, regulation or executive order.  
 
“Completion Date” means the date that the Project has been accepted by the Secretary, as certified to 
the Lockbox Agent by a certificate signed by authorized officers of the Lessee, the Secretary, and the 
Construction Lender. 
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“Construction Escrow Account” means the Account by that name established pursuant to Section 4.01 
hereof. 
 
“Construction Lender” means Builder’s Bank, a Wyoming corporation, including any of its successors, 
assigns, or agents as designated in the Construction Loan Documents, in its capacity as a lender 
providing financing for the rehabilitation and/or construction of the Project. 
 
“Construction Loan” means the mortgage loan made by the Construction Lender to the Project Owner 
in the original principal amount of $25,000,000 which loan is secured by the liens, security interests 
and rights affecting the Property, and improvements located thereon, evidenced by the Construction 
Loan Documents, and all indebtedness arising under the Construction Loan Documents and secured 
thereby.  
 
“Construction Mortgage” means the mortgage and security documents, dated as of December 1, 2000, 
to and for the benefit of the Construction Lender, as amended and modified pursuant to the terms 
thereof. 
 
“Construction Note” means the promissory note executed by the Project Owner and evidencing the 
Construction Loan. 
 
“Consultant” means any Person at the time employed by or on behalf of the Lessee to carry out the 
duties imposed by or pursuant to this Lockbox Agreement, which Person shall be experienced, have a 
national and favorable reputation in the matters for which such Person is so employed and be 
independent of the Lessee. 
 
“Direct Loan” means the permanent loan in original principal amount of $25,000,000 made to the Project 
Owner by the Government. 
 
“Event of Default” has the meaning set forth in Section 6.01 hereof. 
 
“Fiscal Year” means the 12-month period ending December 31 of each year, or such other date as 
approved by the Internal Revenue Service as the ending date of the tax year for the Project Owner.  
 
“Forward Commitment” means the Forward Commitment, dated December 1, 2000, between the 
Secretary and the Lessee, as amended and supplemented pursuant to the terms thereof. 
 
“Government Loan” means that loan made by the Government to the Project Owner in the original 
principal amount of $25,000,000 as reflected by the Government Note. 
 
“Government Mortgage” means the Multifamily Mortgage (Deed of Trust, Assignment of Rents and 
Security Agreement) to and for the benefit of the Secretary, as amended and modified from time to 
time. 
 
“Government Note” means the Multifamily Note to be executed by the Project Owner and evidencing 
the Direct Loan, as amended and modified in accordance with its terms. 
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 “Impositions Reserve Account” means the Account by that name established pursuant to Section 4.01 
hereof. 
 
“Improvements” means the improvements now located or hereafter constructed on the Project Site. 
 
“Intercreditor Agreement” means the Intercreditor Agreement to be entered into among the Secretary, 
all lenders and the Project Owner, as may be amended and modified from time to time. 
 
“Investment Securities” means any investment set forth below which matures (or is redeemable at the 
option of the Lockbox Agent or is marketable prior to maturity) at such time or times as to enable 
disbursements to be made from the Account in which such investment is held in accordance with the 
terms of this Lockbox Agreement: 
 

(a) Cash (insured at all times by the Federal Deposit Insurance Corporation or otherwise 
collateralized with obligations described in clause (b) of this definition); 

 
(b) Direct obligations of (including obligations issued or held in book-entry form on the books 

of) the Department of the Treasury of the United States of America; 
 
(c) Obligations of any of the following federal agencies which obligations represent the full 

faith and credit of the United States of America, including: 
 

--Export-Import Bank 
 
--Farm Credit System Financial Assistance Corporation 
 
--Rural Economic Community Development Administration (formerly the 
Farmers Home Administration) 
 
--General Services Administration 
 
--U.S. Maritime Administration 
 
--Small Business Administration 
 
--Government National Mortgage Association (GNMA) 
 
--U.S. Department of Housing & Urban Development 
 
--Federal Housing Administration 
 
--Federal Financing Bank; 

 
(d) Direct obligations of any of the following federal agencies which obligations are not fully 

guaranteed by the full faith and credit of the United States of America: 
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--Senior debt obligations rated “Aaa” by Moody's and “AAA” by S&P issued by 
the Federal National Mortgage Association (FNMA) or Federal Home Loan 
Mortgage Corporation (FHLMC) 
 
--Obligations of the Resolution Funding Corporation (REFCORP) 
 
--Senior debt obligations of the Federal Home Loan Bank System 
 
--Senior debt obligations of other Government Sponsored Agencies approved by 
the Government, the Senior Lender and the Construction Lender; 

 
(e) U.S. dollar denominated deposit accounts, federal funds, and bankers’ acceptances with 

domestic commercial banks which have a rating on their short-term certificates of deposit on the date 
of purchase of “A-I” or “A-l+” by S&P and “P-I” by Moody's and maturing no more than 360 days 
after the date of purchase (Ratings on holding companies are not considered as the rating of the bank); 

 
(f) Commercial paper which is rated at the time of purchase in the single highest classification, 

“A-l+” by S&P and “P-I” by Moody’s and which matures not more than 270 days after the date of 
purchase; 

 
(g) Investments in a money market fund rated “AAAm” or “AAAm-G” or better by S&P; 
 
(h) Pre-refunded municipal obligations defined as follows: any bonds or other obligations of 

any state of the United States of America or of any agency, instrumentality or local governmental unit 
of any such state which are not callable at the option of the obligor prior to maturity or as to which 
irrevocable instructions have been given by the obligor to call on the date specified in the notice; and 
 

(i) Which are rated, based on an irrevocable escrow account or fund (the “escrow”), in 
the highest rating category of S&P and Moody's or any successors thereto: or 
 
(ii) (A) which are fully secured as to principal and interest and redemption premium, if 
any, by an escrow consisting only of cash or obligations described in paragraph (b) of 
this definition, which escrow may be applied only to the payment of such principal of 
and interest and redemption premium, if any, on such bonds or other obligations on the 
maturity date or dates thereof or the specified redemption date or dates pursuant to such 
irrevocable instructions, as appropriate, and (B) which escrow is sufficient, as verified 
by a nationally recognized independent certified public accountant, to pay principal of 
and interest and redemption premium, if any, on the bonds or other obligations 
described in this paragraph on the maturity date or dates specified in the irrevocable 
instructions referred to above, as appropriate; 
 

(i) General obligations of states with a rating of at least “A2/A” or higher by both Moody's and 
S&P; 
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(j) An investment agreement with a provider rated as least “A3” or higher by Moody's or “A-” 
of higher by S&P, or other investment agreements approved in writing by the Secretary and the 
Construction Lender; and 

 
(k) Other forms of investments (including repurchase agreements) approved in writing by the 

Secretary and the Construction Lender. 
 

“Lease of Property” means the Department of the Air Force Lease of Property by and between the 
Secretary of the Air Force and the Project Owner, as amended and modified from time to time. 
 

“Lessee” means the Project Owner, Conquest Development, LLC, a limited liability corporation, or 
any of its successors or assigns which are approved as the owner of the Project by the Secretary and 
which is the lessee under the Lease of Property on the project. 

“Lessee Equity Subaccount” means the Lessee Equity Subaccount of the Construction Escrow Account 
established pursuant to Section 4.0 hereof. 
 
“Loan Agreement” means the Construction Loan Agreement, a mortgage loan made by the 
Construction Lender to the Project Owner in the original principal amount of $25,000,000, which loan 
is secured by the liens, security interests and rights affecting the Property, and improvements located 
thereon, evidenced by the Construction Loan Documents, and all indebtedness arising under the 
Construction Loan Documents and secured thereby.  
 
“Lockbox Agent” means, initially, US Bank, NA, an Ohio corporation, and any successor Lockbox 
Agent designated pursuant to Section 7.0 hereof. 
 
“Lockbox Agreement” means this Lockbox Agreement, dated as of December 1, 2000, among the 
Secretary, the Project Owner, all lenders and the Lockbox Agent, as amended and modified from time 
to time. 
 
“Lockbox Revenue Account” means the Account by that name established pursuant to Section 4.01 
hereof. 
 
“Management Agreement” means the management agreement, dated as of December 1, 2000, between 
the Project Owner and the Management Company for the Project, as amended and modified from time 
to time. 
 
“Management Company” means Professional Property Management Corporation, a Wyoming 
corporation, or any successor to the property management responsibilities with respect to the Project, and 
the improvements located thereon, subject to the Government's prior written consent  
 
“Moody's” means Moody's Investors Service, its successors and assigns, and, if such corporation shall 
be dissolved or liquidated or shall no longer perform the functions of a securities rating agency, 
“Moody's” shall be deemed to relate to any other nationally recognized securities rating agency 
designated by the Lessee. 
 
“Net Cash Flow” is defined in Section 4.03(c)(ix) herein. 
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“Operating Expenses” means expenses incurred or to be incurred by the Lessee in the operation and 
maintenance of the Project determined on a cash basis, but shall exclude depreciation, capital 
improvements, replacements or major repairs, as set forth in the Project Budget. 
 
“Operating Reserve Account” means the Account by that name established pursuant to Section 4.0 
hereof. 
 
“Operating Reserve Account Requirement” means an amount equal to one-twelfth (1/12) of the annual 
Operating Expenses for the then current Fiscal Year as provided in the Project Budget approved by the 
Secretary and on file with the Lockbox Agent. 
 
“Permitted Liens” shall have the meaning set forth in the Loan Agreement. 
 
“Person” means any individual, public or private corporation, county, district, authority, municipality, 
political-subdivision or other entity of the Wyoming or the United States of America, and any 
partnership, limited liability company, joint venture, unincorporated organization, association, firm, 
trust, estate or any other form of entity whatsoever. 
 
“Project” means the demolition of certain existing Improvements and the rehabilitation of certain 
existing Improvements located on the Project Site and the construction of new Improvements to be 
located on the Project Site and certain site work. 
 
“Project Budget” means the budget submitted by the Lessee and approved by the Secretary in 
accordance with Section 5.02 hereof. 
 
“Project Income” means the total of all revenues derived from the Property, excluding Windfall 
Income, including without limitation, all receipts, revenues, income, investment earnings on funds 
which are deposited in the Accounts and other money received by or on behalf of the Lessee in respect 
of the operation of the Property, including, but without limiting the generality of the foregoing, all 
amounts paid in respect of the use of any portion of the facilities or rights in the Property, including, 
without limitation, lease payments for the use of real, personal or intangible property developed as a 
part of the Property and utilities, and all rights to receive the same, whether in the form of accounts, 
accounts receivable, chattel paper, contract rights or other rights, and the proceeds of such rights, and 
whether now owned or held or hereafter coming into existence. 
 
“Project Operations Subaccount” means the Project Operations Subaccount of the Construction 
Escrow Account established pursuant to Section 4.01 hereof. 
 
“Project Site” means the land on which the Project is developed by the Project Owner. 
 
“Project” means, collectively, the Project Site and the Improvements located thereon. 
 
“Capital Repair and Replacement Plan” means the plan for performing long-term major repairs and 
replacements with respect to the Project, and the improvements located thereon (submitted as part of the 
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Selected Proposal and accepted by the Government), as the same may from time to time be amended or 
modified with the Government's written consent. 
 
“Reinvestment Account” means the Account by that name established pursuant to Section 4.0 hereof. 
 
“Replacement Reserve Account” means the Account by that name established pursuant to Section 4.01 
hereof. 
 
“Hootenhollar AFB” means Hootenhollar AFB, Wyoming. 
 
“S&P” means Standard & Poor's Ratings Services, a Division of The McGraw-Hill Companies, its 
successors and assigns, and, if Standard & Poor's Ratings Services, a Division of The McGraw-Hill 
Companies, shall for any reason no longer perform the functions of a securities rating agency, “S&P” 
shall be deemed to refer to any other nationally recognized securities rating agency designated by the 
Lessee. 
 
“Secretary” means the Secretary of the Air Force or its Authorized Representative, representing the 
United States Government. 
 
“State” means the State of Wyoming. 
 
“Subaccount” means any of the subaccounts established pursuant to Section 4.0 hereof.  
 
“Title Company” means Chicago Title Insurance Company. 
 
“Utilities Reserve Account” means the account by that name established at Section 4.0.  
 
“Windfall Income” means that portion of the Lessee’s gross income attributable to changes in the 
Basic Allowance for Housing (BAH) due to Secretary of Defense Cohen Initiative to eliminate out-of-
pocket expenses by 2005.  For the purposes of this exercise and this exercise only, Windfall Income 
shall only begin on February 1, 2004 and utilize 2003 as its base year for out-of-pocket expenses.  An 
attachment to this Lockbox Agreement show the monthly Windfall Income amount for each rank. 
 
Section 1.02.  Rules of Construction. 
 

(a) The singular form of any word used herein, including the terms defined in Section 1.01 
hereof, shall include the plural, and vice versa, unless the context otherwise requires. The use herein of 
a pronoun of any gender shall include correlative words of the other genders. 

 
(b) All references herein to “Articles”, “Sections”, and other subdivisions hereof are to the 

corresponding Articles, Sections or subdivisions of this Lockbox Agreement as originally executed; 
and the words “herein,” “hereof,” “hereunder” and other words of similar import refer to this Lockbox 
Agreement as a whole and not to any particular Article, Section, or subdivision hereof. 

 
(c) The headings or titles of the several Articles and Sections hereof, and any table of contents 

appended to copies hereof, shall be solely for convenience of reference and shall not limit or otherwise 
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affect the meaning, construction or effect of this Lockbox Agreement or describe the scope or intent of 
any provisions hereof. 

 
(d) All accounting terms not otherwise defined herein have the meanings assigned to them in 

accordance with applicable generally accepted accounting principles as in effect from time to time. 
 
(e) Every “request,” “order,” “demand,” “application,” “appointment,” “notice,” “statement,” 

“certificate,” “consent,” or similar action hereunder by any party shall, unless the form thereof is 
specifically provided, be in writing signed by a duly authorized representative of such party with a 
duly authorized signature. 

 
(f) The parties hereto acknowledge that each such party and their respective counsel have 

participated in the drafting and revision of this Lockbox Agreement. Accordingly, the parties agree that 
any rule of construction that disfavors the drafting party shall not apply in the interpretation of this 
Lockbox Agreement or any amendment or supplement or exhibit hereto or thereto. 
 
Section 1.03.  Effective Date. The provisions of this Lockbox Agreement shall be effective on and as 
of the date of execution and shall continue until the expiration or earlier termination of the Government 
Lease. It is expressly agreed and understood that the provisions of this Lockbox Agreement shall 
survive the repayment in full of the Construction Loan and the Direct Loan if such repayment occurs 
prior to the termination date of the Government Lease and the Lockbox Agent agrees to continue to 
serve in that capacity notwithstanding such repayment of such loans. 
 

ARTICLE II 
 

REPRESENTATIONS, WARRANTIES, AND COVENANTS 
 
Section 2.01.  Representations, Warranties, and Covenants by the Lessee. The Lessee represents, 
warrants and covenants as follows: 
 

(a) The Lessee is a limited liability company duly organized and validly existing under the laws 
of the State of Wyoming and is in good standing and qualified to do business in the State of Wyoming 
and in every other state in which the nature of its business requires such qualification. The Lessee has 
full power and authority to own its properties and to carry on its business as now being conducted and 
as contemplated to be conducted with respect to the Property, and to enter into, and to perform and 
carry out the transactions provided for in this Lockbox Agreement, the Loan Agreement, the 
Government Note, the Construction Note, the Construction Mortgage, the Government Mortgage, the 
Government Lease, the Intercreditor Agreement and all other documents to which the Lessee is a party 
and contemplated hereby (collectively, the “Lessee Documents”). This Lockbox Agreement and all 
other Lessee Documents have been duly authorized, executed and delivered by the Lessee and 
constitute the legal, valid and binding obligations of the Lessee, enforceable against the Lessee in 
accordance with their respective terms, subject to bankruptcy, insolvency, reorganization, moratorium 
and other similar laws affecting the rights of creditors generally and general equitable principles. 

 
(b) Neither the execution and delivery of this Lockbox Agreement or any other Lessee 

Document, the consummation of the transactions contemplated hereby or thereby, nor the fulfillment 
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of or compliance with the terms and conditions of this Lockbox Agreement or any other Lessee 
Document, will violate any provision of law, any order of any court or other agency of government, or 
any of the organizational or other governing documents of the Lessee, or any indenture, agreement or 
other instrument to which the Lessee is now a party or by which it or any of its properties or assets is 
bound, or be in conflict with, result in a breach of or constitute a default (with due notice or the 
passage of time or both) under any such indenture, agreement or other instrument or any license, 
judgment, decree, law, statute, order, rule or regulation of any governmental agency or body having 
jurisdiction over the Lessee or any of its activities or properties, or, except as provided hereunder or 
under the other Lessee Documents, result in the creation or imposition of any lien, charge or 
encumbrance of any nature whatsoever upon any of the property or assets of the Lessee, except for 
Permitted Liens. 
 

(c) No litigation or proceeding is pending with respect to which the Lessee has been served 
with process or, to the knowledge of the Lessee or the members of the Lessee, threatened against the 
Lessee or its members or with respect to the Property or the Project which has a reasonable probability 
of having a material adverse effect on its financial condition or business, or the transactions 
contemplated by the Lessee Documents or which in any way would adversely affect the validity or 
enforceability of the Lessee Documents or the ability of the Lessee to perform its obligations under the 
Lessee Documents. The Lessee is not presently in default under any document, instrument or 
commitment to which the Lessee is a party or to which it or any of its property is subject which default 
would or could adversely affect the ability of the Lessee to carry out its obligations under the Lessee 
Documents. 

 
(d) There (i) is no completed, pending or threatened bankruptcy, reorganization, receivership, 

insolvency or like proceeding, whether voluntary or involuntary, affecting the Lessee, and (ii) has been 
no assertion or exercise of jurisdiction over the Lessee by any court empowered to exercise bankruptcy 
powers. 

 
(e) No event has occurred and no condition exists with respect to the Lessee, the Property, or 

the Project that would constitute an Event of Default hereunder or which, with the lapse of time, if not 
cured, or with the giving of notice, or both, would become an Event of Default hereunder. 
 

(f) No authorization, consent, approval, order, registration, declaration or withholding of 
objection on the part of or filing of or with any governmental authority not already obtained or made 
(or to the extent not yet obtained or made the Lessee has no reason to believe that such authorizations, 
consents, approvals, orders, registrations or declarations will not be obtained or made in a timely 
fashion) is required for the execution and delivery or approval, as the case may be, of the Lessee 
Documents, or the performance of the terms and provisions hereof or thereof by the Lessee. 
 
 Section 2.02. Representations, Warranties and Covenants of the Lockbox Agent.  The 
Lockbox Agent hereby represents, warrants and covenants as follows: 
 

(a) The Lockbox Agent is corporation duly organized and existing under and pursuant to the 
laws of the State of Ohio. The Lockbox Agent has duly authorized the execution and delivery of this 
Lockbox Agreement and this Lockbox Agreement constitutes a legal, valid and binding obligation of 
the Lockbox Agent, enforceable against the Lockbox Agent in accordance with its terms, subject to 
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bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting the rights of 
creditors generally and general equitable principles. 

 
(b) The Lockbox Agent has complied with the provisions of federal law and the laws of the 

State that are prerequisite to the consummation of, and has all necessary power and authority to 
consummate, all transactions described in this Lockbox Agreement. 
 

ARTICLE III 
 

NECESSITY OF LOCKBOX 
 
 In order to provide for (a) the operation of the Property in accordance with the terms and 
provisions of the Government Lease, (b) the demolition, rehabilitation, construction and other work 
comprising the Project, (c) the funding of certain accounts described herein for the continued 
maintenance of the Property, as required by the Government Lease, and (d) the timely repayment of 
the Construction Loan, the Direct Loan and certain fees and expenses related to the foregoing, the 
Secretary, the Construction Lender, the Lessee, and the Lockbox Agent hereby agree that the Lockbox 
Agent shall provide for the establishment of a lockbox mechanism to accumulate the Project Income 
derived from the operation of the Property and to distribute such Project Income in accordance with the 
provisions set forth herein. 
 

ARTICLE IV 
 

ESTABLISHMENT OF LOCKBOX ACCOUNTS 
 
Section 4.01.  Creation of Accounts. 
 

(a) There are hereby created and established the following accounts to be held and maintained 
by the Lockbox Agent: 
 

(i) Windfall Income Account 
(ii) Lockbox Revenue Account 
(iii) Impositions Reserve Account 
(iv) Replacement Reserve Account 
(v) Operating Reserve Account 
(vi) Other Eligible Tenant Security Deposit Account 
(vii) Utility Reserve Account 
(viii) Construction Escrow Account, including the Lessee Equity Subaccount, and the 

Project Operations Subaccount 
(ix) Reinvestment Account. 

 
(b) Disbursements from the Impositions Reserve Account, the Operating Reserve Account, the 

Other Eligible Tenant Security Deposit Account and the Construction Escrow Account shall be made 
pursuant to a written requisition executed by an authorized officer of the Construction Lender while 
the Construction Loan is outstanding and thereafter pursuant to a written requisition executed by an 
authorized officer of the Lessee that has been approved by the Secretary.  Disbursements from the 
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Replacement Reserve Account, Windfall Income Account, and the Reinvestment Account shall be 
made pursuant to a written requisition executed by an authorized officer of the Lessee with the written 
approval of the Secretary. The Lockbox Agent shall provide copies of all such requisitions to the 
Secretary within thirty (30) days of the Lockbox Agent's receipt of such requisitions. 

  
(c) Notwithstanding anything to the contrary in the documentation for the Construction Loan or 

in any other loan documents executed by the Lessee or secured by the Property, none of the 
Construction Loan or any other such loan shall be a lien on the Replacement Reserve Account, or the 
Reinvestment Account, none of the Construction Lender or the holder of any other such loan shall 
have a security interest in any of such accounts, and none of such accounts shall be collateral for the 
repayment of the Construction Loan or any other such loan.  Such accounts shall be pledged to the 
Secretary as collateral for the performance by the Lessee of its obligations under the Government 
Lease. 

 
(d) At the expiration or termination of the Government Lease, any funds in any of the Accounts 

(other than the Other Eligible Tenant Security Deposit Account and the Reinvestment Account) shall 
be utilized, first, to pay amounts due and owing to the Secretary under the Government Lease and the 
amount of any liabilities applicable to or imposed on the Property or the Lessee or to satisfy any 
obligations of the Lessee or the Property under the Government Lease, second, to pay any amounts due 
under the Construction Loan, third, to pay any amounts due under the Direct Loan and, fourth, the 
balance, if any, shall be paid to the Lessee. 

 
(e) If this Lockbox Agreement terminates prior to the expiration or termination of the 

Government Lease, any funds in any of the Accounts shall be deposited into accounts of the same 
name held by a Lockbox Agent pursuant to a Lockbox Agreement, both of which are approved by the 
Secretary, the Lessee, and, if the Construction Loan has not been paid in full, the Construction Lender. 
 
Section 4.02.  Windfall Income Account. Upon the execution and delivery of this Lockbox 
Agreement, and on a monthly basis thereafter for the entire term of the Government Lease, the Lessee 
shall deposit in the Windfall Income Account an amount equal to its Windfall Income. Thereafter on 
the first day of every successive quarter the Lockbox Agent shall disburse 100% the contents of the 
Windfall Income Account in the following priority order: 

1)  Pay principal on the direct government loan. 
2)  Pay principal on the government guaranteed/private first mortgage loan. 
3)  Transfer money to the Reinvestment Account. 

 
Section 4.03.  Lockbox Revenue Account. 
 

(a) Deposits to the Lockbox Revenue Account. The allotment form completed by the service 
member will specify that the Defense Finance and Accounting Service (DFAS) will remit that 
allotment directly to [name of Lockbox Agent], as Lockbox Agent.  Funds received directly by the 
Lessee from sources other than allotments shall be deposited, within two (2) Business Days of their  
receipt, with the Lockbox Agent for deposit into the Lockbox Revenue Account.  Further, the Lessee 
shall instruct the Management Company that the Management Company shall deposit, within two 
Business Days of its receipt thereof, all Project Income received by it with the Lockbox Agent for 
deposit into the Lockbox Revenue Account; provided, however, that prior to the Completion Date 
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insurance and condemnation proceeds shall be deposited and applied as provided in the Loan 
Agreement and after the Completion Date, insurance and condemnation proceeds shall be deposited 
and applied as provided in the Construction Mortgage. The Lockbox Agent shall deposit into the 
Lockbox Revenue Account (i) all Project Income and (ii) any other amounts otherwise required to be 
deposited therein pursuant to this Lockbox Agreement. 

 
(b) Transfers from Lockbox Revenue Account Prior to Completion Date. On the first Business 

Day of each month prior to the Completion Date, moneys in the Lockbox Revenue Account shall be 
transferred or applied by the Lockbox Agent to the Accounts or Persons as specified in this Section 
and in the following order of precedence and priority: 
 

(i) To the Management Company an amount equal to the Operating Expenses set forth 
for such month in the Project Budget required to be filed pursuant to Section 5.0 hereof, 
including management fees payable to any other Person who is not affiliated with, nor 
has an identity of interest with, the Lessee or any of the principals of the Lessee 
 
(ii) To the Impositions Reserve Account, an amount equal to one-twelfth of the annual 
taxes and insurance premiums set forth in the Project Budget 
 
(iii) To the Replacement Reserve Account, an amount equal to one-twelfth of the 
amount required to be deposited annually in the Replacement Reserve Account pursuant 
to Section 4.0 hereof 
 
(iv) To the Construction Lender, an amount equal to the monthly interest due on the 
Construction Loan (including any previously due, but unpaid amounts)  
 
(v) To the Management Company, an amount sufficient to pay the management fees 
payable to the Management Company or any other Person who is affiliated with, or has 
an identity of interest with, the Lessee or any of the principals of the Lessee 

 
(vi) Any amounts remaining in the Lockbox Revenue Account, after making the 
transfers or payments required by paragraphs (i) through (vi) above shall be deposited 
to the Project Operations Subaccount of the Construction Escrow Account. 

 
(c) Transfers from Lockbox Revenue Account After the Completion Date. On the first Business 

Day of each month following the Completion Date (and on the Completion Date if the Completion 
Date is the first day of a month), moneys in the Lockbox Revenue Account shall be transferred and 
applied by the Lockbox Agent to the Accounts or Persons in the following order of precedence and 
priority: 

 
(i) To the Management Company to pay Operating Expenses, the Operating Expenses 
set forth for such month in the Project Budget required to be filed pursuant to Section 
5.0 hereof, including management fees payable to any Person who is not affiliated with, 
nor has an identity of interest with, the Lessee or any of the principals of the Lessee 
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(ii) To the Impositions Reserve Account, an amount equal to one-twelfth (1/12) of the 
annual taxes and insurance premiums set forth in the Project Budget  
 
(iii) To the Replacement Reserve Account, an amount equal to one-twelfth of the 
amount required to be deposited annually in the Replacement Reserve Account pursuant 
to Section 4.0 hereof 
 
(iv) To the Private Lender, an amount equal to the monthly interest due on the Private 
Loan (including any previously due, but unpaid amounts) 
 
(v) To the Private Lender, an amount equal to the monthly principal due on the Private 
Loan (including any previously due, but unpaid amounts) 

 
(vi) To the Secretary, an amount equal to the monthly interest due on the Direct Loan 
(including any previously due, but unpaid amounts) 
 
(vii) To the Secretary, an amount equal to the monthly principal due on the Direct Loan 
(including any previously due, but unpaid amounts) 
 
(viii) To the Management Company, an amount sufficient to pay the management fees 
payable to the Management Company or any other Person who is affiliated with, or has 
an identity of interest with, the Lessee or any of the principals of the Lessee 
 
(ix) To the Operating Reserve Account, the amount, if any, necessary to remedy any 
deficiency in the Operating Reserve Account so that the balance therein is not less than 
the Operating Reserve Requirement 
 
(x) To the Management Company, an amount sufficient to pay any extraordinary 
operating expenses (being Operating Expenses, including late fees, which are in excess 
of those budgeted pursuant to the current Project Budget) of the Property which have 
been approved by the Secretary 
 
(xi) Any amounts remaining in the Lockbox Revenue Account after making the 
transfers or payments required by paragraphs (i) through (ix) above (“Net Cash Flow”) 
shall be deposited or paid as follows: (A) 80% of Net Cash Flow shall be deposited into 
the Reinvestment Account and (B) 20% of Net Cash Flow shall be paid to the Lessee. 

 
Section 4.04.  Impositions Reserve Account.  Upon the execution and delivery of this Lockbox 
Agreement, the Lessee shall deposit to the Impositions Reserve Account an amount equal to $150,000. 
There shall be deposited in the Impositions Reserve Account, as and when received, (a) all moneys 
specified in Section 4.0 hereof to be transferred from the Lockbox Revenue Account to the Impositions 
Reserve Account and (b) all other moneys received by the Lockbox Agent under and pursuant to any 
of the provisions hereof which are required to be deposited in the Impositions Reserve Account or 
which are accompanied by written directions that such moneys are to be deposited to the Impositions 
Reserve Account. Disbursements from the Impositions Reserve Account shall be made pursuant to a 
written direction from the Secretary submitted to the Lockbox Agent, together with appropriate 
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documentation indicating the taxes or insurance premiums to be paid and a statement that such draw 
constitutes a proper draw upon the Impositions Reserve Account. Any moneys on deposit in the 
Impositions Reserve Account which are in excess of 105% of the estimated taxes and insurance 
premiums payable in the next 12 months shall be deposited to the Lockbox Revenue Account. 
 
Section 4.05.  Replacement Reserve Account.   
 

(a)  There shall be deposited in the Replacement Reserve Account, as and when received, (1) 
all moneys specified in Section 4.0 hereof to be transferred from the Lockbox Revenue Account to the 
Replacement Reserve Account and (2) all other moneys received by the Lockbox Agent under and 
pursuant to any of the provisions hereof which are required to be deposited in the Replacement 
Reserve Account or which are accompanied by written directions that such moneys are to be deposited 
to the Replacement Reserve Account. The annual deposit to the Replacement Reserve-Account for the 
period ending September 30, 2000 shall be $400 per residential unit within the Property, which amount 
shall be increased effective October 1, 2001 and each October 1 thereafter by a percentage equal to the 
percentage increase in the Basic Allowance for Housing for Hootenhollar AFB from the immediately 
preceding October 1.  
 

(b)  The parties hereto recognize that because expense disbursements from the Replacement 
Reserve Account are based upon the estimated useful life of the components and the estimated life of 
the components may vary, amounts deposited in the Replacement Reserve Account may or may not be 
adequate to cover the replacement costs. It is the intention of the parties hereto that the Replacement 
Reserve Account shall at all times be maintained in an amount sufficient to pay for all maintenance, 
capital repair, and replacement costs set forth in the Capital Repair and Replacement Plan submitted to 
the Secretary by the Lessee, which Capital Repair and Replacement Plan shall be contained in the 
annual Project Budget for the Property required to be filed pursuant to Section 5.0 hereof. Accordingly, 
the adequacy of the Replacement Reserve Account shall be analyzed annually by the Secretary.  If the 
Secretary determines in its reasonable discretion that a higher monthly deposit is needed to ensure the 
future adequacy of the Replacement Reserve Account to accommodate maintenance of the units to 
industry standards, the Lessee agrees to increase the monthly deposit to the Replacement Reserve 
Account as directed by the Secretary in writing. The monthly deposits to the Replacement Reserve 
Account shall be adjusted upon the Lockbox Agent's receipt of a certificate from the Lessee, approved 
by the Secretary or from the Secretary stating that the Secretary and Lessee have reached agreement on 
such adjusted monthly deposit in accordance with Section 9.0 of the Government Lease such that a 
different amount shall be deposited to the Replacement Reserve Account pursuant to Section 4.0 
hereof. 
 

(c) With respect to newly constructed units, such monthly deposits shall begin on the first of 
the month following the issuance of a certificate of occupancy or its equivalent with respect to such 
unit or the building in which such unit is located, as applicable, without regard to whether such unit is 
occupied. With respect to units which are to be renovated by the Lessee (including any units for which 
certificates of occupancy have not been issued), monthly deposits shall continue until the month in 
which each such unit is withdrawn from the rental market to undergo renovation, and shall 
recommence from the first day of the month following the issuance of a certificate of occupancy or its 
equivalent with respect to such renovated unit, without regard to whether such unit is occupied. 
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(d) Disbursements from the Replacement Reserve Account shall be made by the Lockbox 
Agent for the purpose of making major capital improvements and replacements to the Property in 
accordance with the Capital Replacement Plan then approved by the Secretary pursuant to a written 
requisition executed by an authorized officer of the Lessee, which requisition shall be approved in 
writing by the Secretary, stating (i) the requisition number, (ii) the name and address of the person, 
firm or corporation to whom payment is due or was made and, (iii) the amount to be paid. 
Disbursements from the Replacement Reserve Account shall not be made more frequently than once 
per calendar month. 
 

(e) Following either a determination by the Secretary that a default may occur or the occurrence 
of an uncured default by the Lessee under the Government Lease or the Direct Loan, the Secretary may 
direct the use of funds in the Replacement Reserve Account to cure such default. Any direction by the 
Secretary for disbursement of funds in the Replacement Reserve Account pursuant to this paragraph 
shall be in writing.  If any funds in the Replacement Reserve Account are used to cure such a default, 
the Lessee shall deposit a like amount into the Replacement Reserve Account from funds other than 
Project Income as soon as possible but no later than ninety (90) days after the disbursement of funds. 
 

(f) Upon the sale or other transfer of the Property, the amounts, if any, then deposited in the 
Replacement Reserve Account shall be deemed to be assets of the Property and shall be held in the 
Replacement Reserve Account on behalf of the transferee. In connection with any proposed sale or 
transfer of the Property, the Secretary shall have the right to review the amounts then deposited in the 
Replacement Reserve Account, the amount of the monthly deposits then required to be made into the 
Replacement Reserve Account, the repairs and replacements which the Secretary determines may be 
required to the Property during the remaining term of the Government Lease, and any other issues 
which the Secretary deems to be relevant with respect to the Replacement Reserve Account. Based 
upon such review, the Secretary may require a lump sum deposit to the Replacement Reserve Account, 
and/or an increase in the amount of the monthly deposits into the Replacement Reserve Account as a 
condition to the Secretary's approval to such transfer. In all events, the transferee shall be required to 
assume the Lessee's duties and obligations under the Government Lease with respect to the 
Replacement Reserve Account. 

 
(g) Upon the expiration or other termination of the Government Lease or of this Lockbox 

Agreement, or at other times as may be directed by the Secretary, all amounts in the Replacement 
Reserve Account shall be transferred as directed by the Secretary. 
 
Section 4.06.  Operating Reserve Account.  Upon the execution and delivery of this Lockbox 
Agreement, the Lessee shall deposit in the Operating Reserve Account an amount equal to one-twelfth 
of the annual Operating Expenses for the initial Fiscal Year for the Property, as set forth in the initial 
Project Budget for the Property submitted pursuant to Section 5.0 hereof. There shall also be deposited 
in the Operating Reserve Account, as and when received, (a) all moneys specified in Section 4.0 hereof 
to be transferred from the Lockbox Revenue Account to the operating Reserve Account and (b) all 
other moneys received by the Lockbox Agent under and pursuant to any of the provisions of this 
Lockbox Agreement which are required to be deposited in the Operating Reserve Account or which 
are accompanied by written directions that such moneys are to be deposited to the Operating Reserve 
Account. The Operating Reserve Account shall be maintained at a level equal to the Operating Reserve 
Account Requirement. Disbursements from the operating Reserve Account shall be made by the 
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Lockbox Agent to the Management Company, upon receiving a written requisition executed by an 
authorized officer of the Lessee approved by the Secretary, for the purpose of paying operating 
expenses in excess of the amounts available for such purpose pursuant to Section 4.0 hereof. To the 
extent moneys on deposit in the operating Reserve Account are in excess of the operating Reserve 
Account Requirement, such excess shall be deposited to the Lockbox Revenue Account. 
 
Section 4.07.  Other Eligible Tenant Security Deposit Account.  The Lessee shall cause any security 
deposit received from a tenant of the Property to be deposited to the Other Eligible Tenant Security 
Deposit Account. The purpose of the Other Eligible Tenant Security Deposit Account is to maintain 
tenant's security deposits separate from all other funds. Disbursement from the Other Eligible Tenant 
Security Deposit Account shall be made by the Lockbox Agent upon receipt of a written requisition 
executed by an authorized officer of the Lessee to reimburse the Management Company for tenant 
deposits which have been returned during the preceding month or applied during the preceding month 
to cure defaults under such tenant's lease. Disbursements from the Other Eligible Tenant Security 
Deposit Account shall not be made more frequently than once per calendar month, unless otherwise 
directed by the Lessee. The Other Eligible Tenant Security Deposit Account shall be held and 
maintained in accordance with all applicable federal and Wyoming laws. 
 
Section 4.08 Utilities Reserve Account.  Upon any units being separately metered for electricity, 
water, sewer, natural gas, and steam heat, whichever is later, the Lessee shall fund the Utilities Reserve 
Account by a disbursement from the Lockbox Revenue Account to that account in the amount of 
$300,000.  The Utilities Reserve Account shall serve as a reserve to cover certain increases in the 
utility costs (“Additional Utility Costs”) for electricity, water, sewer, natural gas and steam heat (the 
“Applicable Utilities”) that causes a reduction in the Project Income available for distribution to the 
Lessee after payment of the amounts specified here.  Notwithstanding anything to the contrary herein, 
Additional Utility Costs shall not include any additional costs relating to the Applicable Utilities that 
are incurred by the Lessee as a result of any increased consumption of the Applicable Utilities (or any 
other utilities) by any tenants of the Project. 
 

(a) The Secretary will review utility rates to validate the adequacy of existing utility 
allowances and will report needed adjustments to the Lessee.  Upon receipt of a request for adjustment 
from the Secretary, the Lessee shall recalculate and submit to the Secretary for approval the adjusted 
utility allowances based upon the new rates together with its plan for payment of such Additional 
Utility Costs. 
 

(b) Subsequent to (a) above, the Secretary shall direct the Lockbox Agent to make a 
deduction from the Utilities Reserve Account.  These funds shall be applied to the payment of the 
specified Additional Utility Costs incurred by the Lessee, upon the Lessee's delivery of supporting 
documentation, satisfactory in form and substance to the Secretary, demonstrating that as a direct result 
of a utility rate increase with respect to the Applicable utilities, the aggregate rates for such Applicable 
utilities for the applicable year has increased by an amount in excess of the percentage increase in the 
Basic Allowance for Housing or the aggregate utility cost increase set forth in its Selected Proposal, 
whichever is greater.  Notwithstanding anything to the contrary, the Secretary shall not be obligated to 
direct the Lockbox Agent to make any such deduction from the Utilities Reserve Account if the Lessee 
is then in default under the Government Lease and/or this Lockbox Agreement. 
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(c) If the amounts in the Utilities Reserve Account are not sufficient to cover any such 
Additional Utility Costs, the Lessee shall pay the difference to the applicable utility providers.  
Annually, the Utilities Reserve Account shall be replenished to its original amount using funds from 
the Reinvestment Account. 
 

(d) Once the individual housing units have been metered, the Utilities Reserve Account will 
be used to cover any such Additional Utility Costs the Tenants have had to pay out-of-pocket due to 
utility rate spikes.  The Tenant may apply to the Lessee for reimbursement of the overage amount paid 
to the utility providers due to utility rate spikes.  The Lessee will refund the difference of the 
Additional Utility Costs from the Utilities Reserve Account as set out in the Lessee’s payment plan for 
Additional Utility Costs.  
 

(e) If any funds remain in the Utilities Reserve Account on the 49th anniversary of the 
commencement of the Lease term, all such remaining funds, if any, shall then be deposited into the 
Reinvestment Account.  
 
Section 4.09.  Construction Escrow Account.  
 

(a)  Upon the execution and delivery of this Lockbox Agreement, the Lessee shall deposit in 
the Lessee Equity Subaccount of the Construction Escrow Account an amount equal to $5,000,000, 
representing the initial equity deposit of the Lessee. Upon the funding of the Construction Loan, the 
proceeds thereof shall be deposited to the Construction Loan Subaccount of the Construction Escrow 
Account.  In addition, there shall be deposited in the Project Operations Subaccount of the 
Construction Escrow Account, as and when received, (1) all moneys specified in Section 4.0 hereof to 
be transferred from the Lockbox Revenue Account to the Project Operations Subaccount of the 
Construction Escrow Account and (2) all other moneys received by the Lockbox Agent under and 
pursuant to any of the provisions hereof which are required to be deposited in the Construction Escrow 
Account or which are accompanied by written directions that such moneys are to be deposited to the 
Construction Escrow Account. Moneys deposited to the Construction Escrow Account shall be used to 
acquire, construct, improve, renovate, and equip the Improvements. Disbursements from the 
Construction Escrow Account shall be made by the Lockbox Agent to the Title Company pursuant to a 
written requisition executed by an authorized officer of the Construction Lender while the 
Construction Loan is outstanding stating (i) the requisition number and (ii) the amount to be paid. 
Disbursements from the Construction Escrow Account shall be made, first, from moneys on deposit in 
the Lessee Equity Subaccount therein, and, second, from the Project Operations Subaccount therein, 
unless otherwise directed by the Construction Lender. Disbursements from the Construction Escrow 
Account shall not be made more frequently than once per calendar month, unless otherwise directed by 
the Construction Lender. 
 

(b)  Any amounts remaining in the Construction Escrow Account on the Completion Date shall 
be deposited into the Reinvestment Account; provided, however, if the Government Lease or the 
Lessee's operation of the Property is terminated for default, or there is a sale or other transfer of the 
Property, before the Completion Date, any remaining balance in the Construction Escrow Account 
shall be deemed to be assets of the Property and shall remain in the Construction Escrow Account to be 
used in connection with the construction and continued operation of the Property without regard to 



SAMPLE Solicitation Number AFCEE-FY-XXXX 
 Hootenhollar AFB Housing Privatization Project 

Hootenhollar AFB Lockbox Agreement.doc Q-22 

whether the Property is owned or operated by the Secretary, or any other party approved by the 
Secretary as the owner or operator of the Property following such termination.  
 
 
 
Section 4.10.  Reinvestment Account.  
 

(a)  There shall be deposited in the Reinvestment Account, as and when received, (1) all 
moneys specified in Section 4.0 hereof to be transferred from the Lockbox Revenue Account to the 
Reinvestment Account and (2) all other moneys received by the Lockbox Agent under and pursuant to 
any of the provisions hereof which are required to be deposited in the Reinvestment Account, 
including but not limited to the quarterly Windfall Income Account fund transfers, or which are 
accompanied by written directions that such moneys are to be deposited to the Reinvestment Account. 
The Reinvestment Account shall be used for the purpose of protecting and enhancing the Property 
through reinvestment in the Property in the form of quality of life improvement which will directly 
benefit the residents of the Property as determined by the Secretary pursuant to a reinvestment plan 
submitted by the Lessee or otherwise approved by the Secretary. Disbursements from the 
Reinvestment Account shall be made by the Lockbox Agent pursuant to a written requisition executed 
by an authorized officer of the Lessee, which requisition shall be approved in writing by the Secretary, 
stating (i) the requisition number, (ii) the name and address of the person, firm or corporation to whom 
payment is due or was made, (iii) the amount to be paid, (iv) that none of the items for which payment 
is proposed to be made has formed the basis for any payment theretofore made from the Reinvestment 
Account, (v) the nature of each item for which the payment is proposed to be made and that such item 
is a proper charge against the Reinvestment Account and (vi) in the case of construction of 
improvements, a statement that every general contractor has filed with the Lessee receipts or waivers 
of liens for all amounts theretofore disbursed for work, materials and equipment furnished by such 
general contractor, and, upon completion of a subcontract by any subcontractor, receipts or waivers of 
liens by such subcontractor for all amounts theretofore disbursed for work, materials and equipment 
furnished by the subcontractor and shall include the actual invoices of contractors, subcontractors, 
material men and suppliers for materials and equipment or services provided. Disbursements from the 
Reinvestment Account shall not be made more frequently than once per calendar month.  
 

(b)  Net Cash Flow shall be reconciled on a quarterly and annual basis in accordance with the 
actual operating statements of the Property submitted under Section 5.0 hereof. If the aggregate of the 
monthly deposits required pursuant to Section 4.0 hereof is less than ninety percent (90%) of the actual 
Net Cash Flow as set forth in the annual or quarterly financial statement for the Property, the Lessee 
shall deposit any such shortfall into the Reinvestment Account within 30 days of becoming aware of 
such shortfall. If the aggregate of such monthly deposits is more than one hundred ten percent (110%) 
of the actual Net Cash Flow as set forth in the annual or quarterly financial statement for the Property, 
any such excess shall be released from the Reinvestment Account to the Lessee within 30 days of the 
Secretary being provided with a financial statement that demonstrates such excess to the Secretary's 
reasonable satisfaction.  Upon the expiration or other termination of the Government Lease or of this 
Lockbox Agreement, or at other times as may be directed by the Secretary, all amounts in the 
Reinvestment Account shall be transferred as directed by the Secretary. 
 
Section 4.11.  Investment of Funds Held by the Lockbox Agent.  
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(a)  The Lockbox Agent shall invest money held for the credit of any Account held by the 

Lockbox Agent hereunder as directed in writing (or orally, confirmed in writing) by an authorized 
representative of the Lessee, to the fullest extent practicable and reasonable, in Investment Securities 
which shall mature or be redeemed at the option of the holder prior to the respective dates when the 
money held for the credit of such Account is expected to be required for the purposes intended. 
Notwithstanding the foregoing, upon the occurrence of any Event of Default by the Lessee under the 
Government Mortgage (as defined in such Government Mortgage), investments shall be in Investment 
Securities as directed by the Government. 
 

(b)  The Investment Securities purchased shall be held by the Lockbox Agent and shall be 
deemed at all times to be part of such Account or combination of Accounts.  Earnings with respect to, 
and any net gain on the disposition of, any such investments in the Lockbox Revenue Account, the 
Impositions Escrow Account, the Replacement Reserve Account and the Operating Reserve Account 
shall be deposited to the Lockbox Revenue Account. Earnings with respect to, and any net gain on the 
disposition of, any such investments in the Construction Escrow Account shall be deposited to the 
Project Operations Subaccount of the Construction Escrow Account. Earnings with respect to, and any 
net gain on the disposition of, any such investments in the Reinvestment Account shall be retained in 
the Reinvestment Account. Earnings with respect to, and any net gain on the disposition of, any such 
investments in the Other Eligible Tenant Security Deposit Account shall be retained in the Other 
Eligible Tenant Security Deposit Account. Upon direction in writing (or orally, confirmed in writing) 
from an authorized representative of the Lessee (or the Secretary, as applicable), the Lockbox Agent 
shall use its best efforts to sell at the best price obtainable, or present for redemption, any Investment 
Securities purchased by it as an investment whenever it shall be necessary to provide money to meet 
any payment from the applicable Account. The Lockbox Agent shall advise the Lessee, the Secretary 
and the Construction Lender in writing, on or before the fifteenth day of each calendar month (or such 
later date as reasonably consented to by the Lessee, the Secretary and the Construction Lender), of all 
investments held for the credit of each Account in its custody under the provisions of this Lockbox 
Agreement as of the end of the preceding month and the value thereof, and shall list any investments 
which were purchased, sold or liquidated during the preceding month. 
 

(c)  With the exception of security deposits received from nonreferred tenants, money in any 
account may be pooled for the purpose of making investments and may be used to pay accrued interest 
on Investment Securities purchased. Any purchase of Investment Securities may be made by or 
through the Lockbox Agent or any of its affiliates. 
 

(d)  Notwithstanding the foregoing, the Lockbox Agent shall not be responsible or liable for 
any losses on investments made by it hereunder or for keeping all Accounts held by it fully invested at 
all times, its only responsibility being to comply with the investment instructions of the Lessee, the 
Secretary or their designees in a nonnegligent manner. 

Section 4.12.  Credit to Lockbox Revenue Account. Credit and collections of the money deposited to 
the Lockbox Revenue Account shall be subject to the Lockbox Agent's standard collection and credit 
procedure for similar deposits received by the Lockbox Agent through other channels. Without 
limiting the generality of the foregoing, (a) the Lockbox Agent will accept for deposit items payable to 
or endorsed in favor of the Lessee (or a reasonable variation of the Lessee's name); (b) all undated 
checks will be dated as of the date of receipt and processed as described above; (c) where written and 
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numeric amounts differ, a check shall be processed for the written amount; (d) checks which do not 
bear the drawer's signature shall be marked or stamped “refer to maker” and processed; (e) checks with 
alterations will be processed and such alterations shall be ignored; and (f) checks drawn on foreign 
currency will be processed in accordance with the Lockbox Agent's normal procedure for such checks. 
The Lessee hereby agrees to indemnify and hold the Lockbox Agent harmless against any loss, cost, 
attorneys' fees, claims, interest expense or suit suffered by the Lockbox Agent and arising out of or in 
connection with its receiving, processing, or depositing of checks, drafts, or other payment items 
pursuant to this Lockbox Agreement, other than such arising out of the Lockbox Agent's gross 
negligence or willful misconduct.  If a payment item is received that is made payable to, or is endorsed 
to, a payee other than as stated above, the Lessee shall fully and completely cooperate with the 
Lockbox Agent without delay in causing the Project Income represented by the item to be credited to 
the Lockbox Revenue Account.  The Lockbox Agent will maintain a record (microfilm or otherwise) 
of all checks and other negotiable items received by it in collecting the contents of the Lockbox 
Revenue Account to facilitate reconstruction of a deposit should the need arise and the request be 
made. The Lockbox Agent shall, on or before the eleventh day of each month, provide the Lessee with 
summary of all amounts received by it for deposit to the Lockbox Revenue Account during the 
previous calendar month. The Lockbox Agent shall not be liable, however, for any failure to make 
and/or provide such a record due to clerical error, unexpected film or equipment failure, inability to 
obtain film or equipment or otherwise. 
 
Section 4.13.  Uncollectible Drafts.  Any item deposited by or on behalf of the Lessee in the Lockbox 
Revenue Account that is returned for insufficient or uncollected funds will be redeposited by the 
Lockbox Agent one time. If such item is returned unpaid a second time or if such amount is otherwise 
uncollectable by the Lockbox Agent (“Uncollectable Draft”), including without limitation by any “stop 
payment order” having been applied to such draft, the Lockbox Agent may debit the Lockbox Revenue 
Account as an Operating Expense for (i) any fees due to the Lockbox Agent or charges incurred by the 
Lockbox Agent in connection with its deposit or collection attempts, and (ii) the amount represented 
by such Uncollectable Draft if such amount has actually been paid by Lockbox Agent prior to the 
Lockbox Agent's collection thereof (together, “Costs of Uncollectable Drafts”); provided, however, 
that amounts in the Lockbox Revenue Account will first be applied to reimburse the Lockbox Agent 
for amounts contemplated by the foregoing clause (ii). If amounts in the Lockbox Revenue Account 
are insufficient to fully reimburse the Lockbox Agent for the Costs of Uncollectable Drafts, the Lessee 
agrees to pay such deficiency to the Lockbox Agent. 
 

ARTICLE V 
 

COVENANTS OF THE LESSEE 
 
Section 5.01.  Lease Payments Assigned to Lockbox Agent. The Lessee shall (i) instruct all tenants 
of units within the Property to deposit their lease payments (whether paid by check or electronic 
transfer) with the Lockbox Agent for deposit to the Lockbox Revenue Account pursuant to Section 4.0 
hereof and (ii) instruct the Management Company to deposit all Project Income received by it with the 
Lockbox Agent for deposit to the Lockbox Revenue Account pursuant to Section 4.0 hereof. 
 
Section 5.02.  Annual Project Budgets.   
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(a)  Not less than 90 days prior to the commencement of each Fiscal Year, the Lessee shall 
submit to the Secretary, the Construction Lender, and the Lockbox Agent, a preliminary Project 
Budget (as defined below in a format acceptable to the Secretary, for the next succeeding Fiscal Year. 
'The preliminary budget shall be subject to the approval of the Secretary, which approval shall not be 
unreasonably withheld, and the Secretary shall notify the Lessee within thirty (30) days after its receipt 
of the preliminary budget, if the Secretary approves such budget or whether the Secretary has any 
objections to the same. The Secretary shall specify in detail the reasons for any objections. The Lessee 
shall correct or modify the preliminary budget as requested, shall advise the Secretary of the Lessee's 
refusal or inability to make the requested changes, or advise the Secretary of alternatives or 
modifications to the Secretary's requested changes. If the Lessee and the Secretary fail to reach 
agreement with respect to the preliminary budget within thirty (30) days after the Secretary's response 
to such budget, the Lessee shall operate the Project using the prior year's budget until such time as the 
Secretary and the Lessee have settled their dispute over the preliminary budget in accordance with the 
dispute provisions of the Government Lease. The Lessee shall, at least 30 days prior to the end of each 
Fiscal Year, adopt a project budget (“Project Budget”) that includes the Project Income, Operating 
Expenses, taxes, and insurance premiums for the succeeding Fiscal Year and a Capital Repair and 
Replacement Plan for the Property (which Project Budget shall have been previously approved by the 
Secretary and the Construction Lender) and file copies of such Project Budget with the Secretary, the 
Construction Lender, and the Lockbox Agent. Expenditures for Operating Expenses and taxes and 
insurance premiums for any Fiscal Year in excess of the amounts budgeted therefore shall be paid from 
the Operating Reserve Account. If the Lessee, the Secretary and the Construction Lender determine 
that Operating Expenses, taxes and insurance premiums or maintenance, capital repair or replacement 
costs for the Property have been materially overstated in the current Project Budget, the Lessee shall 
deliver an amendment to the current Project Budget approved in writing by the Secretary and the 
Construction Lender to the Secretary, the Construction Lender, and the Lockbox Agent. 
 

(b)  If the Project Budget proposed by the Lessee does not provide for Project Income, after the 
payment of Operating Expenses and taxes and insurance premiums and the required funding of the 
Replacement Reserve Account, equal to at least 115% of the annual debt service on the Direct Loan, 
the Lessee shall, prior to submitting such Project Budget to the Secretary and the Construction Lender, 
engage a Consultant to conduct a study to recommend such actions as will provide sufficient Project 
Income, after the payment of Operating Expenses and taxes and insurance premiums and the required 
funding of the Replacement Reserve Account, in the next Fiscal Year, equal to at least 115% of the 
annual debt service on the Direct Loan. A copy of such study and recommendations shall be filed with 
the Secretary, the Construction Lender, and the Lockbox Agent and the Lessee must comply with such 
recommendations as are reasonably specified by the Secretary or the Construction Lender. 
Notwithstanding any of the foregoing sentences or anything else to the contrary in this Lockbox 
Agreement, in no event shall the amounts set forth in any Project Budget be less than the amounts 
reasonably determined to be necessary in order for the Lessee to operate and maintain the Project in 
accordance with the standards required under the Government Lease. Furthermore in the event of any 
dispute about the Project Budget between the Secretary and the Construction Lender, the Secretary's 
determination shall govern. 
 
Section 5.03. Annual Audit.  So long as the Construction Loan, Private Loan, or the Direct Loan 
remain outstanding, the Lessee covenants and agrees to cause an audit of the operation of the Property 
to be prepared by a firm of certified public accountants using generally accepted auditing standards 
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within 90 days of the conclusion of each Fiscal Year and shall deliver such audit to the Secretary, the 
Construction Lender, the Private Lender, and the Lockbox Agent. 
 
Section 5.04.  Appointment of Lockbox Agent as Attorney-in-Fact to Collect Project Income.  
The Lessee hereby appoints the Lockbox Agent as its true and lawful attorney-in-fact with full power 
of substitution to receive the Project Income derived from the operation of the Property with the full 
power to endorse the name of the Lessee upon any notes, checks, acceptances, drafts, money orders, 
instruments, and documents relating to the Project Income and to effect the deposit and collection 
thereof and to do any and all things necessary to take such action in the name and on behalf of the 
Lessee to carry out the intent of this Lockbox Agreement. The Lessee agrees that neither the Lockbox 
Agent nor any of its agents, designees, or attorneys-in-fact shall be liable for any acts or omissions or 
for any error in judgment or mistake of fact or law in respect to the exercise of this power of attorney, 
except for the gross negligence or willful misconduct of the Lockbox Agent or its employees or agents. 
This power of attorney is coupled with an interest and shall be irrevocable during the term of this 
Lockbox Agreement. 
 
Section 5.05. Lessee to Provide Access to Property and Books.  The Secretary, the Construction 
Lender, the Private Lender, the Lockbox Agent, and their duly designated agents and representatives 
shall be provided such access to the Property and the books and records thereof by the Lessee (such 
access to be during business hours and to be upon reasonable advance written notice) as shall be 
reasonably necessary to permit the Secretary, the Construction Lender, the Private Lender, the 
Lockbox Agent, and such duly authorized agents and representatives to take all necessary action to 
assure the compliance by the Lessee with the terms and conditions of this Lockbox Agreement. 
 
Section 5.06. Lessee to Provide Information.  The Lessee shall comply with all reasonable requests 
for information by the Secretary, the Construction Lender, the Lockbox Agent, or their duly designated 
agents or representatives from time to time. 
 
Section 5.07. Lessee Remains Liable.  Neither the Secretary, the Construction Lender, or the 
Lockbox Agent shall, by reason of this Lockbox Agreement, have any obligation or liability under the 
tenant leases, nor shall the Secretary, the Construction Lender, or the Lockbox Agent be obligated to 
perform any of the obligations or duties of the Lessee thereunder, all of which shall remain the sole 
obligations of the Lessee. 
 

ARTICLE VI 
 

DEFAULTS AND REMEDIES 
 
Section 6.01. Event of Default Defined. For the purpose of this Lockbox Agreement, each of the 
following events are hereby defined as, and are declared to be, “Events of Default”: 
 

(a) Failure of the Lessee or the Management Company to deposit the Project Income with the 
Lockbox Agent pursuant to Section 4.0 hereof within two Business Days after such deposits are to be 
made; 
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(b) Default in the performance or observance of any other of the covenants, agreements, or 
conditions by any party hereto to be kept, observed, and performed under this Lockbox Agreement and 
continuation of such default for a period of 90 days after written notice thereof by another party hereto 
or by the Construction Lender; and 

 
(c) Any representation made hereunder shall be false or misleading in any material respect 

when made by such party. 
 

Any notice herein provided to be given to the Secretary, the Construction Lender, or the 
Lockbox Agent with respect to any default shall be deemed sufficiently given if sent by registered mail 
with postage prepaid to the address indicated in Section 8.0 hereof.  Notice of the occurrence of an 
Event of Default hereunder shall be immediately provided by the Lockbox Agent or the party 
providing notice thereof pursuant to paragraph (b) above to each other party to this Lockbox 
Agreement. 
 
Section 6.02. Remedy on Default. Upon the happening and continuance of an Event of Default 
hereunder, any party hereto may proceed to protect and enforce its rights hereunder by such of the 
following remedies as such party shall deem most effectual to protect and enforce its rights: 
 

(a) By mandamus or other suit, action, or proceeding at law or in equity, to enforce the deposit 
of Project Income to the Lockbox Revenue Account; and 

 
(b) Take whatever action at law or in equity that may appear necessary or desirable to enforce 

any covenant, obligation, or agreement of the defaulting party hereunder. 
 
Section 6.03. Limitation on Waivers. 
 

(a) No delay or omission to exercise any right or power occurring upon any Event of Default 
shall impair any such right or power or shall be construed to be a waiver thereof, but any such right 
and power may be exercised from time to time and as often as may be deemed appropriate. 

 
(b) In the event any covenant, agreement, or condition contained in this Lockbox Agreement 

shall be breached by a party and thereafter waived by another party, such waiver shall not bind any 
party which has not waived the breach and shall be limited to the particular breach so waived and shall 
not be deemed to waive any other breach hereunder nor be a waiver of the same breach on a future 
occasion. 
 
Section 6.04. Right to Cure.  The Secretary, the Construction Lender, and the Lockbox Agent shall 
have the right, but not the obligation, to cure any Event of Default by the Lessee (and, in the case of 
the Secretary, subject, if required, to the receipt of an additional appropriation of funds or legislative 
authority), and upon performance by the Secretary, the Construction Lender, and the Lockbox Agent to 
the satisfaction of the other parties hereto of the covenant, agreement or obligation of the Lessee with 
respect to which an Event of Default has occurred, the parties hereto shall be restored to their former 
respective positions, it being agreed that the Secretary, the Construction Lender, and the Lockbox 
Agent shall have the right to repayment from the Lessee of moneys it has expended and any other 
appropriate redress for actions it has taken to cure any Event of Default by the Lessee. 
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Section 6.05. Rights Cumulative.  All rights and remedies herein given or granted to any party 
hereunder are cumulative, nonexclusive, and in addition to any and all rights and remedies that may 
have or may be given by reason of any law, statute, ordinance, or otherwise. 
 
Section 6.06. No Effect on Other Remedies.  Nothing contained herein shall in any way prohibit the 
Lessee, the Secretary, the Construction Lender, and the Lockbox Agent from exercising any remedy 
available to it either under the Loan Agreement, the Construction Mortgage, the Government 
Mortgage, the Government Lease, or by operation of law. 
 

ARTICLE VII 
 

DUTIES OF THE LOCKBOX AGENT 
 
Section 7.01. Acceptance of Duties.  The Lockbox Agent hereby accepts the trusts imposed upon it by 
this Lockbox Agreement, and agrees to perform said trusts, but only upon and subject to the following 
express terms and conditions: 
 

(a) The Lockbox Agent shall exercise its duties hereunder with the same degree of care and 
skill, as a corporate trustee would exercise or use under the circumstances in the conduct of its own 
affairs. 

 
(b) The Lockbox Agent agrees to accept, hold, and disburse the Accounts in accordance with 

the terms of this Lockbox Agreement. 
 
(c) The Lockbox Agent may execute any of the duties or powers hereof and perform any of its 

duties by or through attorneys, agents, receivers, or employees but shall be answerable for the conduct 
of the same in accordance with the standard specified below. The Lockbox Agent may rely and act 
upon the opinion or advice of any attorneys (who may be the attorney or attorneys for the Lessee, the 
Construction Lender, the Secretary (or the Secretary's agents or contractors), or the Lockbox Agent). 
The Lockbox Agent shall not be responsible for any loss or damage resulting from any action or 
nonaction in good faith in reliance upon such opinion or advice. The Lockbox Agent shall not be 
responsible for any acts required to be performed by any Person other than the Lockbox Agent. 

 
(d) The Lockbox Agent assumes no responsibility for the correctness of the same, nor makes 

any representations as to the validity or sufficiency of this Lockbox Agreement or shall incur any 
responsibility in respect thereof, other than in connection with the duties or obligations herein assigned 
to or imposed upon it. The Lockbox Agent shall not be liable in connection with the performance of its 
duties hereunder, except for its own gross negligence or misconduct. 

 
(e) The Lockbox Agent shall be protected in acting upon any notice, request, consent, 

certificate, order, affidavit, letter, telegram, or other paper or document reasonably believed to be 
genuine and correct and to have been signed or sent by the proper person or persons. The Lockbox 
Agent shall not withhold unreasonably its consent, approval, or action to any reasonable request of the 
Secretary, the Construction Lender, or the Lessee. 
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(f) As to the existence or nonexistence of any fact, or as to the sufficiency or validity of any 
instrument, paper, or proceeding, the Lockbox Agent shall be entitled to rely upon a certificate signed 
by an authorized officer of the Secretary, the Construction Lender or the Lessee, as the case may be, as 
sufficient evidence of the facts therein contained and prior to the occurrence of a default of which the 
Lockbox Agent has been notified as provided in subsection (h) of this Section, or of which by said 
subsection it is deemed to have notice, and shall also be at liberty to accept a similar certificate to the 
effect that any particular dealing, transaction, or action is necessary or expedient, but may, at its 
discretion, secure such further evidence deemed necessary or advisable, but shall in no case be bound 
to secure the same. 

 
(g) The permissive right of the Lockbox Agent to do things enumerated in this Lockbox 

Agreement shall not be construed as a duty, and it shall not be answerable for other than its gross 
negligence or misconduct. 

 
(h) The Lockbox Agent shall not be required to take notice or be deemed to have notice of any 

default hereunder, unless the Lockbox Agent shall be specifically notified in writing of such default by 
the Lessee, the Secretary or the Construction Lender, and all notices or other instruments required by 
this Lockbox Agreement to be delivered to the Lockbox Agent must, in order to be effective, be 
delivered as set forth in Section 8.0 hereof, and, in the absence of such notice so delivered, the 
Lockbox Agent may conclusively assume there is no default except as aforesaid; provided, however, 
that if the deposits being made by the Management Company and the Lessee to the Lockbox Revenue 
Account are materially different than the projected deposits contained in the Project Budget, the 
Lockbox Agent shall have a duty to inquire as to the discrepancy. 

 
(i) At any and all reasonable times, the Lockbox Agent, and its duly authorized agents, 

attorneys, experts, engineers, accountants and representatives shall have the right to fully inspect any 
and all of the Project Income herein conveyed. 

 
(j) The Lockbox Agent shall not be required to give any bond or surety in respect of the 

execution of the said trusts and powers or otherwise in respect of the premises. 
 
(k) Notwithstanding anything contained elsewhere in this Lockbox Agreement, in respect of the 

withdrawal of any cash, or the taking of any action whatsoever within the purview of this Lockbox 
Agreement, the Lockbox Agent shall have the right, but shall not be required, to demand any 
showings, certificates, opinions, appraisals, or other information, or corporate action or evidence 
thereof, in addition to that by the terms hereof required as a condition of such action by the Lockbox 
Agent, deemed desirable for the purpose of establishing the right to the withdrawal of any cash, or the 
taking of any other action by the Lockbox Agent. 

 
(l) All money received by the Lockbox Agent or any paying agent shall, until used or applied or 

invested as herein provided, be held in trust for the purposes for which it was received and need not be 
segregated from other funds except to the extent required by law. The Lockbox Agent shall not be 
under any liability for interest on any money received hereunder except such as may be agreed upon in 
writing. 
 
Section 7.02. Compensation of Lockbox Agent.   
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(a)  The Lockbox Agent shall be entitled to compensation for all services rendered by it in the 

execution of the trusts hereby created and in the exercise and performance of any of the powers and 
duties hereunder of the Lockbox Agent; provided that such fees shall not exceed the customary fees 
and expenses of the Lockbox Agent for providing similar services and a schedule of such fees and 
expenses shall be provided to the parties not less than annually. The Lockbox Agent's fees and 
expenses related to its duties pursuant to this Lockbox Agreement shall be deemed Operating Expenses 
of the Property; provided, however, as long as the Lockbox Agent is also the servicer of the 
Construction Loan, the Lockbox Agent shall not receive any additional compensation for the fees and 
expenses related to its duties pursuant to this Lockbox Agreement, other than the reasonable fees and 
expenses of outside counsel to the Lockbox Agent in connection with the enforcement of this Lockbox 
Agreement. 
 

(b)  The Lockbox Agent shall also be indemnified by the Lessee for, and held harmless against, 
any loss, liability, expense or advance incurred or made without gross negligence or willful misconduct 
on the part of the Lockbox Agent, arising out of or in connection with the acceptance and performance 
of its duties under this Lockbox Agreement, including the costs and expenses of defending itself 
against any claim or liability in connection with the Property, the Project, the Project Income and any 
Account or Subaccount. 
 

(c)  Any bank fees, charges, and expenses incurred by Lockbox Agent in connection with its 
performance of its duties hereunder shall be deemed Operating Expenses of the Property. The Lessee 
acknowledges and agrees that it solely shall be, and at all times remains, liable to Lockbox Agent for 
all such fees, charges, costs, and expenses for the reasonable fees and expenses of outside counsel to 
the Lockbox Agent in connection with the enforcement of this Lockbox Agreement and for any other 
amounts due to Lockbox Agent hereunder. 
 
Section 7.03. Successor Lockbox Agent.  Any company or national banking association into which 
the Lockbox Agent may be merged or converted or with which it may be consolidated, or any 
company or national banking association resulting from any merger, conversion or consolidation to 
which it shall be a party or any company or national banking association to which the Lockbox Agent 
may sell or transfer all or substantially all of its business (provided any such company or national 
banking association shall be a company organized under the laws of any state of the United States or a 
national banking association and shall be eligible to perform all of the duties imposed upon it by this 
Lockbox Agreement) shall be the successor to the Lockbox Agent without the execution or filing of 
any paper or the performance of any further act. The Lockbox Agent shall notify all other parties of 
any such merger, conversion or consolidation within 30 days of its occurrence. 
 
Section 7.04. Resignation by Lockbox Agent.  The Lockbox Agent and any successor Lockbox 
Agent may at any time resign from the trusts hereby created by giving 30 days' written notice by 
registered or certified mail to the Lessee, the Secretary and the Construction Lender, all at the Lockbox 
Agent's expense, and such resignation shall take effect only upon the appointment of a successor 
Lockbox Agent.  A successor Lockbox Agent shall be appointed by the Lessee and approved by the 
Secretary and the Construction Lender or, if the Lessee is in default hereunder, the Secretary with the 
consent of the Construction Lender. If an instrument of acceptance by a successor Lockbox Agent is 
not delivered to the resigning Lockbox Agent within 30 days after the giving of such notice of 
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resignation, the resigning Lockbox Agent may petition any court of competent jurisdiction for the 
appointment of a successor Lockbox Agent. 
 
 
 
Section 7.05. Removal of Lockbox Agent.   
 

(a)  The Secretary may remove the Lockbox Agent at any time, and shall remove the Lockbox 
Agent if at any time the Lockbox Agent shall cease to be eligible in accordance with the provision of 
this Lockbox Agreement, or shall become incapable of acting, or shall be adjudged bankrupt or 
insolvent, or a receiver of the Lockbox Agent of its property shall be appointed, or any public officer 
shall take control or charge of the Lockbox Agent or of its property or affairs for the purposes of 
rehabilitation, conservation, or liquidation, in each case giving written notice of such removal to the 
Lockbox Agent, and thereupon shall appoint a successor Lockbox Agent by an instrument in writing; 
provided, however, that if the Lockbox Agent is the Construction Lender, the Lockbox Agent shall not 
be removed unless the Lockbox Agent is in default hereunder. 
 

(b)  Any removal of the Lockbox Agent and appointment of a successor Lockbox Agent shall 
become effective upon acceptance of appointment by the successor Lockbox Agent under this 
Lockbox Agreement.  The Lockbox Agent being removed is entitled to the payment of all of its fees 
and expenses up to the date of its termination. Promptly upon such acceptance, the Lockbox Agent 
shall give notice thereof to the Lessee, the Secretary, and the Construction Lender.  If no successor 
Lockbox Agent shall have been appointed and have accepted appointment within 45 days of giving 
notice of removal, the Lockbox Agent, the Secretary, or the Construction Lender may petition any 
court of competent jurisdiction as it may deem proper to appoint such successor Lockbox Agent. 
 
Section 7.06. Concerning Any Successor Lockbox Agent.   Every successor Lockbox Agent 
appointed hereunder shall execute, acknowledge, and deliver to its predecessor and also to the Lessee, 
the Secretary, and the Construction Lender an instrument in writing accepting such appointment 
hereunder, and thereupon such successor, without any further act, deed, or conveyance, shall become 
fully vested with all the estates, properties, rights, powers, trusts, duties, and obligations of its 
predecessors; but such predecessor shall, nevertheless, execute and deliver an instrument transferring 
to such successor Lockbox Agent all the estates, properties, rights, powers, and trusts of such 
predecessor hereunder; and every predecessor Lockbox Agent shall, upon receipt of payment in full of 
its outstanding fees and expenses, deliver all securities and money held by it hereunder to its successor. 
 
Section 7.07. Lockbox Agent to Provide Access to Books.  The Lessee, the Secretary, and the 
Construction Lender and their duly designated agents and representatives shall be provided such access 
to the books and records thereof by the Lockbox Agent (such access to be during business hours and to 
be upon reasonable advance notice) as shall be reasonably necessary to permit the Lessee, the 
Secretary, the Construction Lender, and their duly authorized agents and representatives to take all 
necessary action to assure the compliance by the Lockbox Agent with the terms and conditions of this 
Lockbox Agreement. 
 
Section 7.08.   Lockbox Agent to Provide Records, Accounts, and Reports 
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  (a)  The Lockbox Agent shall keep and maintain accurate, true and complete books, records, 
accounts and reports (hereinafter collectively referred to as “books and records”), which shall fully 
reflect the status of the Lockbox Accounts.  These books and records shall be in addition to those 
documents and information required to be maintained or delivered to the Government by the closing 
documents.   

  (b)  All books and records shall be kept at the Lockbox Agent’s principal office in [city, state] 
or at such other place as the Government and the Lockbox Agent both agree upon in writing.  The 
books and records shall be available to the Government and the Borrower and their respective 
representatives for examination, audit, inspection and transcription.  The Government and the 
Borrower are herewith granted the right to photocopies of same, at the sole expense of the Lockbox 
Agent.  The Lockbox Agent’s fees and expenses related to its duties imposed by this Section shall be 
deemed Operating Expenses of the Property pursuant to Section 7.0 of this Lockbox Agreement.   

  (c)  The Lockbox Agent shall deliver to the Government, with a copy to the Borrower, upon 
such schedule as the Government may establish from time to time, and in such media, including 
electronic media, as the Government shall select all information and supporting documentation which: 

(i) The Lockbox Agent has maintained; or 
(ii) The Government deems necessary to assure compliance with the terms 

and conditions of the Lockbox Agreement and this Amendment; or 
(iii) The Government is required to submit to any governmental or nongovernmental 

agency; or  
(iv) The Government needs in order to assess the financial condition, performance,  

occupancy, physical condition, maintenance, and operational status of the Project. 
 

(d)  Such items shall: (i) be in a form satisfactory to the Government, (ii) be certified to the 
Government and to the Borrower as true, complete, and accurate by the Lockbox Agent, and (iii) be 
taken from the books and records maintained by the Lockbox Agent as aforesaid. 
 

(e)  Upon the written request of any party to the Lockbox Agreement, the Lockbox Agent shall 
provide, at its sole expense, to that party or their duly authorized agents and representatives, those 
documents necessary for the parties to assure the compliance by the Lockbox Agent with the terms and 
conditions of this Lockbox Agreement.   

 
 (f)  In addition to those documents previously referenced in this Lockbox Agreement, the 
Lockbox Agent is to provide the records, reports, and accountings listed below.  Unless otherwise 
stated, said documentation shall be provided in quarterly reports, as of the last day of the calendar 
quarter. 

 (i) Cash Flow Summary.  A monthly cash flow summary that reflects the receipt, 
allocation and distribution of funds through the cash flow waterfall as defined in Section 4.0 of this 
Lockbox Agreement.  This summary should include both the amounts and calculations for each 
allocation and distribution.  Amounts that are precalculated, such as loan payments, need not be 
calculated but simply reference that fact.  The summary should reflect Section 4.0 after the Final 
Completion Date. 
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(ii) Lockbox Account Balances.  A summary of all Lockbox Account balances, as 
of the last day of each month during the quarter, which includes the beginning balance, deposits, 
withdrawals and ending balance for each account. 

 (iii) Securities, Cash, Money Market Funds.  A list of the securities that have been 
invested with the Lockbox Funds, as well as uninvested amounts (cash or money market funds), such 
that the sum matches the account balances. 

 (iv) Lockbox Fees.  All lockbox related fees charged during the quarter. 

 
ARTICLE VIII 

 
MISCELLANEOUS 

 
Section 8.01. Notices.  All notices, requests and other communications to any party hereunder shall be 
in writing (including bank wire, telex or similar writing), shall be sent to the following addresses, and 
each address shall constitute each party's respective principal office for purposes of this Lockbox 
Agreement: 
 
If intended for the Secretary of the Air Force: Department of the Air Force 

Deputy Assistant Secretary of the Air Force 
(Installations) 
1660 Air Force Pentagon 
Washington, D.C. 20330-1600 
(all notices, requests and other communications 
to any party except for financial records and 
reports) 

 
with copies to:      Department of the Air Force 

Office of the General Counsel 
Deputy General Counsel  
(Installations and Environment) 
1740 Air Force Pentagon 
Washington, D.C. 20330-1740 
(all notices, requests and other communications 
to any party except for financial records and 
reports) 

   
   and 

 
  HQ AFCEE/DCP 
  Attn: Hootenhollar AFB Project Manager 

2735 Louis Bauer Drive 
Brooks City-Base, TX 78235-5133   

 
   and 
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  HQ AFCEE/DCP/Portfolio Management 
  2735 Louis Bauer Drive 
  Brooks City-Base, TX 78235-5133 
  (financial reports and records only) 
 
   and 
 
 
 
  Contracting Officer 

__th Contracting Squadron 
Street Address 

       Hootenhollar AFB, Wyoming 
 

   
If intended for the Construction Lender:   
   
If intended for the Lessee:   
   
If intended for the Lockbox Agent:   
   
 

Any party may change the address to which subsequent notices to such party are to be sent, or 
of its principal office, by notice to the others, delivered by hand or received by telex or facsimile or 
registered first-class mail, postage prepaid. Each such notice, request, or other communication shall be 
effective when delivered by hand or received by telex or facsimile or registered first-class mail, 
postage prepaid. 
 
Section 8.02. Amendment.  No amendment to this Lockbox Agreement shall be binding upon any 
party hereto until such amendment is reduced to writing and executed by the parties hereto. 
 
Section 8.03. Entire Agreement.  This Lockbox Agreement contains all agreements among the parties 
hereto, and there are no other representations, warranties, promises, agreements, or understandings, 
oral, written or implied, among the parties hereto, unless reference is made thereto in this Lockbox 
Agreement. 
 
Section 8.04. Binding Effect.  This Lockbox Agreement shall be binding upon the parties hereto and 
their respective successors and assigns. 
 
Section 8.05. Severability.  If any clause, provision, or section of this Lockbox Agreement shall be 
ruled invalid or unenforceable by any court of competent jurisdiction, the invalidity or unenforceability 
of such clause, provision or section shall not affect any of the remaining clauses, provisions or 
sections. 
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Section 8.06. Execution in Counterparts.  This Lockbox Agreement may be executed in several 
counterparts, each of which shall be an original and all of which shall constitute but one and the same 
instrument. 
 
Section 8.07. Term of this Lockbox Agreement.  This Lockbox Agreement shall be in full force and 
effect from its date to and including such date the Government Lease is terminated by the Secretary; 
provided, however, that the provisions of Section 7.0 hereof shall survive the termination hereof. 
 
Section 8.08. No Mortgagee in Possession; No Joint Venture.  The Lessee agrees that neither the 
Secretary or the Construction Lender is a mortgagee in possession with respect to the Property or the 
Project Site and that this Lockbox Agreement does not create any obligation on the part of the 
Secretary or the Construction Lender to manage or operate the Property or the Project Site. The 
relationship among the Secretary, the Construction Lender, and the Lessee is that of creditor and 
debtor and not that of partners or joint venturers. The Lessee agrees that neither the Secretary nor the 
Construction Lender shall have any fiduciary obligations or trust obligations with respect to managing 
or operating the Property or the Project Site. 
 
Section 8.9. References to Construction Lender. Upon the repayment in full of the Construction 
Loan, all references to the Construction Lender in this Lockbox Agreement and the rights, powers and 
privileges granted to such party in this Lockbox Agreement shall be automatically terminated and of 
no further effect. 
 

Section 8.10, Conflicts between this Lockbox Agreement and the Government Lease.  If 
the provisions of this Lockbox Agreement conflict with the provisions of the Government Lease, the 
provisions of the Government Lease shall control.IN WITNESS WHEREOF, the parties hereto have 
caused this Lockbox Agreement to be executed by their duly authorized representatives as of the date 
of execution set forth below, 
 

SECRETARY OF THE AIR FORCE 
 
By:    __________________________________________ 
Name:______________________________________ ___ 
Title: __________________________________________ 
 
____________________________________, as Lessee 
 
By:    __________________________________________ 
Name:______________________________________ ___ 
Title: __________________________________________ 
 
__________________________, as Construction Lender 

 
By:    __________________________________________ 
Name:______________________________________ ___ 
Title: __________________________________________ 
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_________________________, as Lockbox Agent 
 
By:    __________________________________________ 
Name:______________________________________ ___ 
Title: __________________________________________ 

 



Report from the Lockbox Agent - March 1, 2004 Cash Flows

Item

A Operating Expenses 153,650.13$  
B Taxes and Insurance 28,032.00$    
C Current Period Replacement Reserve $23,333.33
D Management Fees 20,338.56$    
E Long Term Financing Corp. Loan Pmt $246,286.88
F Department of Defense Loan Pmt 45,833.33$    
I Windfall Income 27,410.00$    
G           to HFH 11,139.08$    
H           to Reinvestment Account 11,139.08$    

Excess Cash Flow 22,278.15$    
567,162.38$  

Transfers
A+D+G Transfer to HFH 185,127.77$  
B Transfer to 12342 28,032.00$    
C Transfer to 12343 $23,333.33
E Transfer to LTFC $246,286.88
F Transfer to DoD 45,833.33$    
H Transfer to 12345 11,139.08$    
I Transfer to 12346 27,410.00$    

567,162.38$  

Page 23 of 45



US Bank, NA Statement for period ending: 31-Mar-04

HFH Revenue Account 12341

Beginning Balance Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$52,534.95 $574,850.69 ($567,705.39) $59,680.26 

Deposits and other additions

Date Deposits Description
1-Mar-04 $514,627.43 Wire in
3-Mar-04 $32,927.04 Wire in
5-Mar-04 $19,550.43 Wire in
9-Mar-04 $7,202.79 Wire in
16-Mar-04 $543.00 Redeposit of OD

Total Deposits $574,850.69

Withdrawals and other subtractions

Date Withdrawals Description
1-Mar-04 (185,127.77)$            Transfer to HFH
1-Mar-04 ($23,333.33) Transfer to 12343
1-Mar-04 ($28,032.00) Transfer to 12342
1-Mar-04 ($246,286.88) LT Financing Corp
1-Mar-04 ($45,833.33) Department of Defense
1-Mar-04 (11,139.08)$             Transfer to 12345
1-Mar-04 (27,410.00)$             Transfer to 12346
11-Mar-04 ($543.00) OD

Total Withdrawals ($567,705.39)
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US Bank, NA Statement for period ending 31-Mar-04

HFH Replacement Reserve 12342

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$919,070.65 $24,511.33 ($12.00) $943,569.99 

Deposits and other additions

Date Deposits Description
1-Mar-04 $23,333.33 Transfer from 12341
31-Mar-04 $1,178.00 Interest

Total Deposits $24,511.33

Withdrawals and other subtractions

Date Withdrawals Description
1-Mar-04 ($12.00) Transfer Fee

Total Withdrawals ($12.00)



US Bank, NA Statement for period ending 31-Mar-04

HFH Impositions Account 12343

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$308,128.36 $28,452.71 ($12.00) $336,569.07 

Deposits and other additions

Date Deposits Description
1-Mar-04 28,032.00 Wire in
31-Mar-04 $420.71 Interest

Total Deposits $28,452.71

Withdrawals and other subtractions

Date Withdrawals Description
1-Mar-04 ($12.00) Wire Fee

Total Withdrawals ($12.00)



US Bank, NA Statement for period ending 31-Mar-04

HFH Windfall Income 12346

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$27,130.89 $27,478.18 ($12.00) $54,597.06 

Deposits and other additions

Date Deposits Description
1-Mar-04 27,410.00$               Transfer from 12341
31-Mar-04 $68.18 Interest

Total Deposits $27,478.18

Withdrawals and other subtractions

Date Withdrawals Description
1-Mar-04 ($12.00) Transfer Fee

Total Withdrawals ($12.00)



US Bank, NA Statement for period ending 31-Mar-04

HFH Operating Reserve 12344

Beginning Balance Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$171,989.41 $215.26 $0.00 $172,204.67 

Deposits and other additions

Date Deposits Description
31-Mar-04 $215.26 Interest

Total Deposits $215.26

Withdrawals and other subtractions

Date Withdrawals Description

Total Withdrawals $0.00



US Bank, NA Statement for period ending 31-Mar-04

HFH Reinvestment 12345

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$131,856.83 $11,318.03 ($12.00) $143,162.86 

Deposits and other additions

Date Deposits Description
1-Mar-04 11,139.08$               Transfer from 12341
31-Mar-04 $178.95 Interest

Total Deposits $11,318.03

Withdrawals and other subtractions

Date Withdrawals Description
1-Mar-04 ($12.00) Transfer Fee

Total Withdrawals ($12.00)



Report from the Lockbox Agent - February 1, 2004 Cash Flows

Item
A Operating Expenses 162,290.13$  
B Taxes and Insurance 28,032.00$    
C Replacement Reserve Deposits $23,333.33
D Management Fees 20,338.56$    
E Long Term Financing Corp. Loan Pmt $246,286.88
F Department of Defense Loan Pmt 45,833.33$    
G Windfall Income 27,109.00$    
H           to HFH 10,090.82$  
I           to DoD 10,090.82$ 

Excess Cash Flow 20,181.63$    
573,404.86$  

Transfers
A+D+H Transfer to HFH 192,719.51$  
G Transfer to 12346 27,109.00$    
B Transfer to 12343 28,032.00$    
C Transfer to 12342 $23,333.33
E Transfer to LTFC $246,286.88
F Transfer to DoD 45,833.33$    
I Transfer to 12345 10,090.82$    

573,404.86$  
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US Bank, NA Statement for period ending 29-Feb-04

HFH Revenue Account 12341

Beginning Balance Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$51,448.49 $575,034.33 ($573,947.86) $52,534.95 

Deposits and other additions

Date Deposits Description
1-Feb-04 $521,499.37 Wire in
3-Feb-04 $31,898.07 Wire in
5-Feb-04 $16,978.01 Wire in
8-Feb-04 $4,115.88 Wire in
15-Feb-04 $543.00 Redeposit of OD

Total Deposits $575,034.33

Withdrawals and other subtractions

Date Withdrawals Description
1-Feb-04 ($192,719.51) Transfer to HFH
1-Feb-04 ($23,333.33) Transfer to 12342
1-Feb-04 ($28,032.00) Transfer to 12343
1-Feb-04 ($246,286.88) LT Financing Corp
1-Feb-04 ($45,833.33) Department of Defense
1-Feb-04 ($10,090.82) Transfer to 12345
1-Feb-04 ($27,109.00) Transfer to 12346
7-Feb-04 ($543.00) OD

Total Withdrawals ($573,947.86)
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US Bank, NA Statement for period ending 29-Feb-04

HFH Replacement Reserve 12342

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$894,601.90 $24,480.75 ($12.00) $919,070.65 

Deposits and other additions

Date Deposits Description
1-Feb-04 $23,333.33 Transfer from 12341
29-Feb-04 $1,147.42 Interest

Total Deposits $24,480.75

Withdrawals and other subtractions

Date Withdrawals Description
1-Feb-04 ($12.00) Transfer Fee

Total Withdrawals ($12.00)



US Bank, NA Statement for period ending Feburary 29, 2004

HFH Impositions Account 12343

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$115,035.69 $193,104.67 ($12.00) $308,128.36 

Deposits and other additions

Date Deposits Description
1-Feb-04 192,719.51$             Wire in
29-Feb-04 $385.16 Interest

Total Deposits $193,104.67

Withdrawals and other subtractions

Date Withdrawals Description
1-Feb-04 ($12.00) Wire Fee

Total Withdrawals ($12.00)



US Bank, NA Statement for period ending 29-Feb-04

HFH Windfall Income 12346

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$0.00 $27,142.89 ($12.00) $27,130.89 

Deposits and other additions

Date Deposits Description
1-Feb-04 27,109.00$               Transfer from 12341
29-Feb-04 $33.89 Interest

Total Deposits $27,142.89

Withdrawals and other subtractions

Date Withdrawals Description
1-Feb-04 ($12.00) Transfer Fee

Total Withdrawals ($12.00)



US Bank, NA Statement for period ending 29-Feb-04

HFH Operating Reserve 12344

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$171,774.43 $214.99 $0.00 $171,989.41 

Deposits and other additions

Date Deposits Description
29-Feb-04 $214.99 Interest

Total Deposits $214.99

Withdrawals and other subtractions

Date Withdrawals Description

Total Withdrawals $0.00



US Bank, NA Statement for period ending 29-Feb-04

HFH Reinvestment 12345

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$121,613.20 $10,255.64 ($12.00) $131,856.83 

Deposits and other additions

Date Deposits Description
1-Feb-04 10,090.82$               Transfer from 12341
29-Feb-04 $164.82 Interest

Total Deposits $10,255.64

Withdrawals and other subtractions

Date Withdrawals Description
1-Feb-04 ($12.00) Transfer Fee

Total Withdrawals ($12.00)



Report from the Lockbox Agent - January 3, 2004 Cash Flows

Item
A Operating Expenses 175,192.44$  
B Taxes and Insurance 28,032.00$    
C Replacement Reserve Deposits $18,813.26
D Management Fees 20,338.56$    
E Long Term Financing Corp. Loan Pmt $246,286.88
F Department of Defense Loan Pmt 45,833.33$    
G           to HFH -$            
H           to Reinvestment Account -$           

Excess Cash Flow -$             
534,496.47$  

Transfers
A+D+G Transfer to HFH 195,531.00$  
B Transfer to 12343 28,032.00$    
C Transfer to 12342 $18,813.26
E Transfer to LTFC $246,286.88
F Transfer to DoD 45,833.33$    
H Transfer to 12345 -$             

534,496.47$  
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US Bank, NA Statement for period ending 31-Jan-04

HFH Revenue Account 12341

Beginning Balance Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$53,295.80 $533,894.17 ($535,741.47) $51,448.49 

Deposits and other additions

Date Deposits Description
3-Jan-04 $481,200.67 Wire in
3-Jan-04 $30,869.10 Wire in
5-Jan-04 $15,434.55 Wire in
10-Jan-04 $5,144.85 Wire in
13-Jan-04 $845.00 Redeposit of OD
15-Jan-04 $400.00 Redeposit of OD

Total Deposits $533,894.17

Withdrawals and other subtractions

Date Withdrawals Description
3-Jan-04 ($195,531.00) Transfer to HFH
3-Jan-04 ($18,813.26) Transfer to 12342
3-Jan-04 ($28,032.00) Transfer to 12343
3-Jan-04 ($246,286.88) LT Financing Corp
3-Jan-04 ($45,833.33) Department of Defense
3-Jan-04 $0.00 Transfer to 12345
8-Jan-04 ($845.00) OD
9-Jan-04 ($400.00) OD

Total Withdrawals ($535,741.47)
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US Bank, NA Statement for period ending 31-Jan-04

HFH Replacement Reserve 12342

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$874,683.77 $19,930.13 ($12.00) $894,601.90 

Deposits and other additions

Date Deposits Description
3-Jan-04 $18,813.26 Transfer from 12341
31-Jan-04 $1,116.87 Interest

Total Deposits $19,930.13

Withdrawals and other subtractions

Date Withdrawals Description
3-Jan-04 ($12.00) Transfer fee

Total Withdrawals ($12.00)



US Bank, NA Statement for period ending 31-Jan-04

HFH Impositions Account 12343

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$86,871.90 $28,175.79 ($12.00) $115,035.69 

Deposits and other additions

Date Deposits Description
3-Jan-04 28,032.00$               Wire in
31-Jan-04 $143.79 Interest

Total Deposits $28,175.79

Withdrawals and other subtractions

Date Withdrawals Description
1-Jan-04 ($12.00) Wire Fee

Total Withdrawals ($12.00)



US Bank, NA Statement for period ending 31-Jan-04

HFH Operating Reserve 12344

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$171,559.71 $214.72 $0.00 $171,774.43 

Deposits and other additions

Date Deposits Description
31-Jan-04 $214.72 Interest

Total Deposits $214.72

Withdrawals and other subtractions

Date Withdrawals Description

Total Withdrawals $0.00



US Bank, NA Statement for period ending 31-Jan-04

HFH Reinvestment 12345

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$121,473.18 $152.02 ($12.00) $121,613.20 

Deposits and other additions

Date Deposits Description
3-Jan-04 -$                          Transfer from 12341
31-Jan-04 $152.02 Interest

Total Deposits $152.02

Withdrawals and other subtractions

Date Withdrawals Description
3-Jan-04 ($12.00) Transfer Fee

Total Withdrawals ($12.00)



Report from the Lockbox Agent - December 1, 2003 Cash Flows

Item
A Operating Expenses 156,382.44$  
B Taxes and Insurance 28,032.00$   
C Replacement Reserve Deposits 23,333.33$   
D Management Fees 18,810.00$   
E Long Term Financing Corp. $246,286.88
F Department of Defense 45,833.33$   
G           to HFH 7,874.92$  
H           to Reinvestment 7,874.92$  

Excess Cash Flow 15,749.84$   
534,427.82$ 

Transfers
A+D+G Transfer to HFH 183,067.36$  
B Transfer to 12343 28,032.00$   
C Transfer to 12342 23,333.33$   
E Transfer to LTFC $246,286.88
F Transfer to DoD 45,833.33$   
H Transfer to 12345 7,874.92$     

534,427.82$ 
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US Bank, NA Statement for period ending 31-Dec-03

HFH Revenue Account 12341

Beginning Balance Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$58,743.31 $529,523.31 ($534,970.82) $53,295.80 

Deposits and other additions

Date Deposits Description
1-Dec-03 $475,684.51 Wire in
3-Dec-03 $29,970.00 Wire in
5-Dec-03 $14,985.00 Wire in
8-Dec-03 $4,995.00 Wire in
9-Dec-03 $3,345.80 Transfer
15-Dec-03 $543.00 Redeposit of OD

Total Deposits $529,523.31

Withdrawals and other subtractions

Date Withdrawals Description
1-Dec-03 ($183,067.36) Transfer to HFH
1-Dec-03 ($23,333.33) Transfer to 12342
1-Dec-03 ($28,032.00) Transfer to 12343
1-Dec-03 ($246,286.88) LT Financing Corp
1-Dec-03 ($45,833.33) Department of Defense
1-Dec-03 ($7,874.92) Transfer to 12345
7-Dec-03 ($543.00) OD

Total Withdrawals ($534,970.82)
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US Bank, NA Statement for period ending 31-Dec-03

HFH Replacement Reserve 12342

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

 $          850,270.44 $24,425.33 ($12.00) $874,683.77 

Deposits and other additions

Date Deposits Description
1-Dec-03 23,333.33$               Transfer from 12341
31-Dec-03 $1,092.00 Interest

Total Deposits $24,425.33

Withdrawals and other subtractions

Date Withdrawals Description
1-Dec-03 ($12.00) Transfer Fee

Total Withdrawals ($12.00)



US Bank, NA Statement for period ending 31-Dec-03

HFH Reinvestment 12345

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$113,458.42 $8,026.76 ($12.00) $121,473.18 

Deposits and other additions

Date Deposits Description
1-Dec-03 7,874.92$                 Transfer from 12341
31-Dec-03 $151.84 Interest

Total Deposits $8,026.76

Withdrawals and other subtractions

Date Withdrawals Description
1-Dec-03 ($12.00) Transfer Fee

Total Withdrawals ($12.00)



US Bank, NA Statement for period ending 31-Dec-03

HFH Impositions Account 12343

Beginning Balance Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$58,743.31 $28,140.59 ($12.00) $86,871.90 

Deposits and other additions

Date Deposits Description
1-Dec-03 28,032.00$               Wire in
31-Dec-03 $108.59 Interest

Total Deposits $28,140.59

Withdrawals and other subtractions

Date Withdrawals Description
1-Dec-04 ($12.00) Wire Fee

Total Withdrawals ($12.00)



US Bank, NA Statement for period ending 31-Dec-03

HFH Operating Reserve 12344

Beginning 
Balance

Deposits and other 
additions

Withdrawals and other 
subtractions

Ending Balance

$171,345.26 $214.45 $0.00 $171,559.71 

Deposits and other additions

Date Deposits Description
31-Dec-03 $214.45 Interest

Total Deposits $214.45

Withdrawals and other subtractions

Date Withdrawals Description

Total Withdrawals $0.00



Conquest Development, LLC
Property Management Division  

2003 Budgeted Income Statement by Month
                                                                                                                                                                                                                                              
Conquest Development, LLC
Hootenhollar Family Housing 85% 87% 89% 91% 93% 95% 95% 95% 95% 95% 95% 95% 495,000.00   
                                                                                                                                                                                                                                              

                              1-Jan-03 1-Feb-03 1-Mar-03 1-Apr-03 1-May-03 1-Jun-03 1-Jul-03 1-Aug-03 1-Sep-03 1-Oct-03 1-Nov-03 1-Dec-03   Annual   
         Account Name          Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget    Budget   

-------------------------------------------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ------------------
 Rental operations                                                                                                                                   
   Rental operating income                                                                                                                           
    Apartment revenue(rent inc                                                                                                                        
     Tenant income            (440,750)    (450,650)    (460,550)    (470,450)    (478,350)    (485,250)    (484,250)    (480,250)    (476,250)    (470,250)    (470,250)    (470,250)    (5,637,500)   
     Mrkt Rnt/Lease Variance  (20,000)      (20,000)      (20,000)      (20,000)      (18,000)      (15,000)      (14,000)      (10,000)      (6,000)        -                  -                  -                  (143,000)      
     Vacancy                  (74,250)      (64,350)      (54,450)      (44,550)      (34,650)      (24,750)      (24,750)      (24,750)      (24,750)      (24,750)      (24,750)      (24,750)      (445,500)      
     Gross potential          535,000      535,000      535,000      535,000      531,000      525,000      523,000      515,000      507,000      495,000      495,000      495,000      6,226,000     
     Rent income-apartments   (535,000)    (535,000)    (535,000)    (535,000)    (531,000)    (525,000)    (523,000)    (515,000)    (507,000)    (495,000)    (495,000)    (495,000)    (6,226,000)   
       Gross Potential Apartment Revenue (535,000)    (535,000)    (535,000)    (535,000)    (531,000)    (525,000)    (523,000)    (515,000)    (507,000)    (495,000)    (495,000)    (495,000)    (6,226,000)   

Contra-revenues
    Vacancies-apartments      74,250        64,350        54,450        44,550        34,650        24,750        24,750        24,750        24,750        24,750        24,750        24,750        445,500        
    Mkt Rnt/Lease Concessions 20,000        20,000        20,000        20,000        18,000        15,000        14,000        10,000        6,000          -                  -                  -                  143,000        
    Other Rental Concessions 25,000        18,000        10,000        6,000          3,000          -                  -                  -                  -                  -                  -                  -                  62,000          
      Total Concessions 119,250      102,350     84,450      70,550      55,650      39,750      38,750       34,750       30,750      24,750      24,750      24,750      650,500      
                                                                                                                                                                                                                                              
    Other income                                                                                                                                     
     Laundry and vending      -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Cable service            (11,000)      (12,500)      (14,000)      (15,000)      (16,000)      (16,500)      (16,500)      (16,500)      (16,500)      (16,500)      (16,500)      (16,500)      (184,000)      
     NSF and late charges     -                  (31)              (432)            (250)            (25)              (100)            (100)            (100)            (100)            (100)            (100)            (100)            (1,438)           
     Damages and cleaning fees (491)            (43)              (1,987)        (614)            (626)            (1,250)        (1,250)        (1,250)        (1,250)        (1,250)        (1,250)        (1,250)        (12,511)        
     Other income             -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Corporate units          (32,000)      (32,000)      (32,000)      (32,000)      (32,000)      (32,000)      (32,000)      (32,000)      (32,000)      (32,000)      (32,000)      (32,000)      (384,000)      
     Application Fees         (280)            (140)            (35)              -                  -                  (100)            (100)            (100)            (100)            (100)            (100)            (100)            (1,155)           
       Other income           (43,771)      (44,714)     (48,454)    (47,864)    (48,651)    (49,950)    (49,950)     (49,950)    (49,950)    (49,950)    (49,950)    (49,950)    (583,104)    
                                                                                                                                                                                                                                              
    Interest income-apartments                                                                                                                        
     Int. income-project opera (531)            (493)            (576)            (529)            (593)            (530)            (530)            (530)            (530)            (530)            (530)            (530)            (6,432)           
       Total Interest income-apartments (531)            (493)           (576)          (529)          (593)          (530)          (530)           (530)           (530)          (530)          (530)          (530)          (6,432)         

      Total Rental operating income (460,052)    (477,857)    (499,580)  (512,843)  (524,594)  (535,730)  (534,730)  (530,730)  (526,730)  (520,730)  (520,730)  (520,730)  (6,165,036) 
                                                                                                                                                                                                                                              
   Interest expense                                                                                                                                  
     Interest on notes payable 203,294      203,070      202,845      202,619      202,391      202,162      201,933      201,702      201,469      247,069      246,835      246,599      2,561,987     
      Interest expense        203,294      203,070     202,845    202,619    202,391    202,162    201,933     201,702     201,469    247,069    246,835    246,599    2,561,987   
                                                                                                                                                                                                                                              
   Rental operating costs                                                                                                                            
    Administrative expenses                                                                                                                          
     Advertising              765             4,389          4,459          7,607          770             770             770             3,520          770             770             770             3,520          28,880          
     Promotions/Concessions   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Credit reports           140             40               20               -                  30               19               19               19               19               20               20               20               366               
     Office salaries          13,425        13,425        13,425        15,032        15,032        15,032        15,032        15,032        15,032        15,032        15,032        15,032        175,563        
     Office salary-burden     2,282          2,282          2,282          2,555          2,555          2,555          2,555          2,555          2,555          2,555          2,555          2,555          29,846          
     Office expenses          933             984             1,628          1,594          1,120          900             900             900             900             900             900             900             12,559          
     Computer expenses        -                  563             423             93               -                  431             431             431             431             431             431             431             4,096            
     Office rent              -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    

Budget Occupancy Rate
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Conquest Development, LLC
Property Management Division  

2003 Budgeted Income Statement by Month
                                                                                                                                                                                                                                              
Conquest Development, LLC
Hootenhollar Family Housing 85% 87% 89% 91% 93% 95% 95% 95% 95% 95% 95% 95% 495,000.00   
                                                                                                                                                                                                                                              

                              1-Jan-03 1-Feb-03 1-Mar-03 1-Apr-03 1-May-03 1-Jun-03 1-Jul-03 1-Aug-03 1-Sep-03 1-Oct-03 1-Nov-03 1-Dec-03   Annual   
         Account Name          Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget    Budget   

Budget Occupancy Rate

     Corp furnishings rntl    6,177          21,340        4,226          15,243        20,860        20,000        18,000        18,000        18,000        18,000        18,000        18,000        195,846        
     Corp linen/dishes/etc    2,187          2,200          1,196          1,077          -                  2,100          2,100          2,100          2,100          2,100          2,100          2,100          21,360          
     Community/Social Services -                  186             24               -                  761             150             150             150             150             150             150             150             2,021            
     Management fee           16,630        17,306        18,022        18,578        19,014        19,410        19,370        19,210        19,050        18,810        18,810        18,810        223,020        
     Manager salaries         4,220          4,220          4,220          4,220          4,220          4,220          4,220          4,220          4,220          4,220          4,220          8,000          54,420          
     Manager salaries-burden  717             717             717             717             717             717             717             717             717             717             717             900             8,791            
     Legal exp-Attorney fees  250             250             250             250             250             250             250             250             250             250             250             250             3,000            
     Legal-Eviction Filing Fee 50               50               50               50               50               50               50               50               50               50               50               50               600               
     Auditing expenses        -                  6,000          -                  -                  2,750          -                  -                  -                  -                  -                  -                  -                  8,750            
     Telephone and telegraph  1,494          1,802          1,995          1,244          1,081          1,200          1,200          1,200          1,200          1,200          1,200          1,200          16,016          
     Answering service/pager  761             218             -                  490             1,285          200             200             200             200             200             200             200             4,154            
     Travel, meals & mileage  -                  1,858          1,464          -                  96               -                  -                  -                  -                  -                  -                  -                  3,418            
     Training, seminars & edu -                  -                  -                  -                  150             -                  -                  -                  -                  -                  -                  -                  150               
     Bad debts                -                  4,580          (457)            -                  (96)              313             313             313             313             313             313             314             6,219            
     Misc. administrative expenses 2,419          442             138             398             1,445          114             115             115             115             115             115             115             5,646            
       Administrative expenses 52,451        82,853       54,083      69,149      72,091      68,432      66,393       68,983       66,073      65,834      65,834      72,547      804,721      
                                                                                                                                                                                                                                              
    Utilities expense                                                                                                                                
     Electricity              6,000          6,000          6,000          6,000          6,000          6,000          6,000          6,000          6,000          6,000          6,000          6,000          72,000          
     Electricity-tenant       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Corp elec/phone          5,750          5,750          5,750          5,750          5,750          5,750          5,750          5,750          5,750          5,750          5,750          5,750          69,000          
     Water                    4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          48,000          
     Gas                      15,000        14,000        13,000        12,000        8,000          8,000          8,000          8,000          8,000          8,000          8,000          8,000          118,000        
     Gas-tenant               -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Sewer                    4,200          4,200          4,200          4,200          4,200          4,200          4,200          4,200          4,200          4,200          4,200          4,200          50,400          
     Cable                    7,500          7,500          7,500          7,500          7,500          7,500          7,500          7,500          7,500          7,500          7,500          7,500          90,000          
       Utilities expense      42,450        41,450       40,450      39,450      35,450      35,450      35,450       35,450       35,450      35,450      35,450      35,450      447,400      
                                                                                                                                                                                                                                              
    Operating and maintenance                                                                                                                        
     Cleaning supplies        500             500             500             500             500             500             500             500             500             500             500             500             6,000            
     Cleaning contract        910             910             910             910             910             910             910             910             910             910             910             910             10,920          
     Exterminating supplies   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Exterminating contract   2,500          2,500          2,500          2,500          2,500          2,500          2,500          2,500          2,500          2,500          2,500          2,500          30,000          
     Garbage and trash removal 7,750          7,750          7,750          7,750          7,750          7,750          7,750          7,750          7,750          7,750          7,750          7,750          93,000          
     Protection cost/company  7,000          7,000          7,000          7,000          7,000          7,000          7,000          7,000          7,000          7,000          7,000          7,000          84,000          
     Pool supplies            -                  -                  -                  253             2,500          1,400          1,400          1,400          1,400          1,400          -                  -                  9,753            
     Grounds payroll          9,000          8,800          8,500          10,000        13,000        20,000        20,000        20,000        20,000        16,000        12,000        18,000        175,300        
     Grounds payroll-burden   1,530          1,496          1,445          1,700          2,210          3,400          3,400          3,400          3,400          2,720          2,040          3,060          29,801          
     Grounds supplies/replacem 800             800             800             800             800             800             800             800             800             800             800             800             9,600            
     Grounds contract         -                  250             477             -                  -                  250             250             250             250             250             250             250             2,477            
     Maintenance payroll      15,000        15,000        15,000        15,000        15,000        15,000        15,000        15,000        15,000        15,000        15,000        15,000        180,000        
     Maintenance payroll-burde 3,000          3,000          3,000          3,000          3,000          3,000          3,000          3,000          3,000          3,000          3,000          3,000          36,000          
     Temporary payroll        5,500          5,000          4,000          3,000          1,500          -                  -                  -                  -                  -                  -                  -                  19,000          
     Temporary payroll-burden 1,100          1,000          800             600             300             -                  -                  -                  -                  -                  -                  -                  3,800            
     Electrical-normal        200             200             200             200             200             200             200             200             200             200             200             200             2,400            
     Electrical-extraordinary -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Repair material-plumbing 750             750             750             750             750             750             750             750             750             750             750             750             9,000            
     Repair material-decoratin 200             200             200             200             200             200             200             200             200             200             200             200             2,400            
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Conquest Development, LLC
Property Management Division  

2003 Budgeted Income Statement by Month
                                                                                                                                                                                                                                              
Conquest Development, LLC
Hootenhollar Family Housing 85% 87% 89% 91% 93% 95% 95% 95% 95% 95% 95% 95% 495,000.00   
                                                                                                                                                                                                                                              

                              1-Jan-03 1-Feb-03 1-Mar-03 1-Apr-03 1-May-03 1-Jun-03 1-Jul-03 1-Aug-03 1-Sep-03 1-Oct-03 1-Nov-03 1-Dec-03   Annual   
         Account Name          Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget    Budget   

Budget Occupancy Rate

     Repair material-C/C/D    500             500             500             500             500             500             500             500             500             500             500             500             6,000            
     A/C parts/supplies/etc   1,750          1,750          1,750          1,750          1,750          1,750          1,750          1,750          1,750          1,750          1,750          1,750          21,000          
     Repair material-other    750             750             750             750             750             750             750             750             750             750             750             750             9,000            
     Repairs contract-normal  2,500          2,500          2,500          2,500          2,500          2,500          2,500          2,500          2,500          2,500          2,500          2,500          30,000          
     Decorating contract      -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Tools                    150             150             150             150             150             150             150             150             150             150             150             150             1,800            
     Motor vehicle repairs    -                  -                  -                  -                  393             -                  -                  -                  -                  -                  -                  -                  393               
     Gasoline, oil and grease 1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          12,000          
     Truck allocations        125             125             125             125             125             125             125             125             125             125             125             125             1,500            
     Mileage                  100             100             100             100             100             100             100             100             100             100             100             100             1,200            
     Maintenance equipment rep 300             300             300             300             300             300             300             300             300             300             300             300             3,600            
     Misc. operating & maint. 100             100             100             100             100             100             100             100             100             100             100             100             1,200            
       Operating and maintenan 63,015        62,431       61,107      61,438      65,788      70,935      70,935       70,935       70,935      66,255      60,175      67,195      791,144      
                                                                                                                                                                                                                                              
    Depreciation                                                                                                                                     
     Depreciation-furniture of 154             154             154             154             252             161             162             162             162             162             162             162             2,001            
     Depreciation-furnishings 117             117             117             117             117             117             117             117             117             117             117             117             1,404            
     Depreciation-maint. equip 640             640             640             640             1,051          617             617             617             617             617             617             617             7,930            
     Depreciation-motor vehicl 1,174          1,174          1,174          1,174          1,776          1,160          1,160          1,160          1,160          1,160          1,160          1,160          14,592          
       Depreciation           2,085          2,085         2,085        2,085        3,196        2,055        2,056         2,056         2,056        2,056        2,056        2,056        25,927        
                                                                                                                                                                                                                                              
    Taxes and insurance                                                                                                                              
     Real estate taxes        19,200        19,200        19,200        19,200        19,200        19,200        19,200        19,200        19,200        19,200        19,200        19,200        230,400        
     Property & liability insu 8,832          8,832          8,832          8,832          8,832          8,832          8,832          8,832          8,832          8,832          8,832          8,832          105,984        
       Taxes and insurance    28,032        28,032       28,032      28,032      28,032      28,032      28,032       28,032       28,032      28,032      28,032      28,032      336,384      
                                                                                                                                                                                                                                              
    Financial expenses                                                                                                                               
     Misc. financial expenses 815             481             419             411             421             400             400             400             400             400             400             400             5,347            
       Financial expenses     815             481            419           411           421           400           400            400           400           400           400           400           5,347          

    Depreciation                                                                                                                                     
     Depreciation-bldg-oc     135,000      150,000      170,000      195,000      212,121      212,121      212,121      212,121      212,121      212,121      212,121      212,121      2,346,968     
     Depreciation-bldg-A&I    50               50               50               50               50               50               50               50               50               50               50               50               600               
     Amort. prepaid finance co 12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        144,000        
       Depreciation           147,050      162,050     182,050    207,050    224,171    224,171    224,171     224,171     224,171    224,171    224,171    224,171    2,491,568   

      Total Rental Operating Expenses 539,191      582,452     571,070    610,233    631,540    631,637    629,370     631,729     628,586    669,267    662,953    676,450    7,464,479   

    Rental operations         79,139        104,595     71,490      97,390      106,946    95,907      94,640       100,999     101,856    148,537    142,223    155,720    1,299,443   
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Property Management Division  
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Conquest Development, LLC
Hootenhollar Family Housing 96% 96% 96% 97% 97% 97% 97% 97% 97% 97% 97% 97% 529,650.00   
                                                                                                                                                                                                                                              

                              1-Jan-04 1-Feb-04 1-Mar-04 1-Apr-04 1-May-04 1-Jun-04 1-Jul-04 1-Aug-04 1-Sep-04 1-Oct-04 1-Nov-04 1-Dec-04   Annual   
         Account Name          Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget    Budget   

-------------------------------------------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ----------------- ------------------
 Rental operations                                                                                                                                   
   Rental operating income                                                                                                                           
    Apartment revenue                                                                                                                        
     Tenant income            (508,464)    (508,464)    (508,464)    (513,761)    (513,761)    (513,761)    (513,761)    (513,761)    (513,761)    (513,761)    (513,761)    (513,761)    (6,149,241)   
     Mrkt Rnt/Lease Variance  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Vacancy                  (21,186)      (21,186)      (21,186)      (15,890)      (15,890)      (15,890)      (15,890)      (15,890)      (15,890)      (15,890)      (15,890)      (15,890)      (206,568)      
     Gross potential          529,650      529,650      529,650      529,651      529,651      529,651      529,651      529,651      529,651      529,651      529,651      529,651      6,355,809     
     Rent income-apartments   (529,650)    (529,650)    (529,650)    (529,651)    (529,651)    (529,651)    (529,651)    (529,651)    (529,651)    (529,651)    (529,651)    (529,651)    (6,355,809)   
       Gross Potential Apartment Revenue (529,650)    (529,650)    (529,650)    (529,651)    (529,651)    (529,651)    (529,651)    (529,651)    (529,651)    (529,651)    (529,651)    (529,651)    (6,355,809)   

Contra-revenues
    Vacancies-apartments      21,186        21,186        21,186        15,890        15,890        15,890        15,890        15,890        15,890        15,890        15,890        15,890        206,568        
    Mkt Rnt/Lease Concessions -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
    Other Rental Concessions -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
      Total Concessions 21,186        21,186       21,186      15,890      15,890      15,890      15,890       15,890       15,890      15,890      15,890      15,890      206,568      
                                                                                                                                                                                                                                              
    Other income                                                                                                                                     
     Laundry and vending      -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Cable service            (16,995)      (16,995)      (16,995)      (16,995)      (16,995)      (16,995)      (16,995)      (16,995)      (16,995)      (16,995)      (16,995)      (16,995)      (203,940)      
     NSF and late charges     (103)            (103)            (103)            (103)            (103)            (103)            (103)            (103)            (103)            (103)            (103)            (103)            (1,236)           
     Damages and cleaning fees (1,288)        (1,288)        (1,288)        (1,288)        (1,288)        (1,288)        (1,288)        (1,288)        (1,288)        (1,288)        (1,288)        (1,288)        (15,450)        
     Other income             -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Corporate units          (32,960)      (32,960)      (32,960)      (32,960)      (32,960)      (32,960)      (32,960)      (32,960)      (32,960)      (32,960)      (32,960)      (32,960)      (395,520)      
     Application Fees         (103)            (103)            (103)            (103)            (103)            (103)            (103)            (103)            (103)            (103)            (103)            (103)            (1,236)           
       Other income           (51,449)      (51,449)     (51,449)    (51,449)    (51,449)    (51,449)    (51,449)     (51,449)    (51,449)    (51,449)    (51,449)    (51,449)    (617,382)    
                                                                                                                                                                                                                                              
    Interest income-apartments                                                                                                                        
     Int. income-project opera (531)            (493)            (576)            (529)            (593)            (530)            (530)            (530)            (530)            (530)            (530)            (530)            (6,432)           
       Total Interest income-apartments (531)            (493)           (576)          (529)          (593)          (530)          (530)           (530)           (530)          (530)          (530)          (530)          (6,432)         

      Total Rental operating income (560,444)    (560,406)    (560,489)  (565,739)  (565,803)  (565,740)  (565,740)  (565,740)  (565,740)  (565,740)  (565,740)  (565,740)  (6,773,055) 
                                                                                                                                                                                                                                              
   Interest expense                                                                                                                                  
     Interest on notes payable 246,362      246,123      245,884      245,643      245,401      245,158      244,913      244,667      244,420      244,172      243,922      243,671      2,940,335     
      Interest expense        246,362      246,123     245,884    245,643    245,401    245,158    244,913     244,667     244,420    244,172    243,922    243,671    2,940,335   
                                                                                                                                                                                                                                              
   Rental operating costs                                                                                                                            
    Administrative expenses                                                                                                                          
     Advertising              800             5,000          2,500          800             5,000          2,500          800             5,000          2,500          800             5,000          2,500          33,200          
     Promotions/Concessions   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Credit reports           50               50               50               50               50               50               50               50               50               50               50               50               600               
     Office salaries          12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        20,000        152,000        
     Office salary-burden     2,040          2,040          2,040          2,040          2,040          2,040          2,040          2,040          2,040          2,040          2,040          3,400          25,840          
     Office expenses          750             750             750             750             750             750             750             750             750             750             750             750             9,000            
     Computer expenses        -                  563             423             93               -                  431             431             431             431             431             431             431             4,096            
     Office rent              -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Corp furnishings rntl    18,000        18,000        18,000        18,000        18,000        18,000        18,000        18,000        18,000        18,000        18,000        18,000        216,000        
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Conquest Development, LLC
Hootenhollar Family Housing 96% 96% 96% 97% 97% 97% 97% 97% 97% 97% 97% 97% 529,650.00   
                                                                                                                                                                                                                                              

                              1-Jan-04 1-Feb-04 1-Mar-04 1-Apr-04 1-May-04 1-Jun-04 1-Jul-04 1-Aug-04 1-Sep-04 1-Oct-04 1-Nov-04 1-Dec-04   Annual   
         Account Name          Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget   Budget    Budget   

     Corp linen/dishes/etc    2,100          2,100          2,100          2,100          2,100          2,100          2,100          2,100          2,100          2,100          2,100          2,100          25,200          
     Community/Social Services 150             150             150             150             150             150             150             150             150             150             150             150             1,800            
     Management fee           20,339        20,339        20,339        20,550        20,550        20,550        20,550        20,550        20,550        20,550        20,550        20,550        245,970        
     Manager salaries         4,389          4,389          4,389          4,389          4,389          4,389          4,389          4,389          4,389          4,389          4,389          9,389          57,668          
     Manager salaries-burden  746             746             746             746             746             746             746             746             746             746             746             1,596          9,804            
     Legal exp-Attorney fees  300             300             300             300             300             300             300             300             300             300             300             300             3,600            
     Legal-Eviction Filing Fee 50               50               50               50               50               50               50               50               50               50               50               50               600               
     Auditing expenses        -                  6,000          -                  -                  2,750          -                  -                  -                  -                  -                  -                  -                  8,750            
     Telephone and telegraph  1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          14,400          
     Answering service/pager  200             200             200             200             200             200             200             200             200             200             200             200             2,400            
     Travel, meals & mileage  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Training, seminars & edu -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Bad debts                313             313             313             313             313             313             313             313             313             313             313             314             3,757            
     Misc. administrative expenses 114             114             114             114             114             114             115             115             115             115             115             115             1,374            
       Administrative expenses 63,541        74,304       65,664      63,846      70,703      65,884      64,185       68,385       65,885      64,185      68,385      81,096      816,058      
                                                                                                                                                                                                                                              
    Utilities expense                                                                                                                                
     Electricity              6,510          6,510          6,510          6,510          6,510          6,510          6,510          6,510          6,510          6,510          6,510          6,510          78,120          
     Electricity-tenant       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Corp elec/phone          6,000          6,000          6,000          6,000          6,000          6,000          6,000          6,000          6,000          6,000          6,000          6,000          72,000          
     Water                    7,000          7,000          7,000          7,000          7,000          7,000          7,000          6,000          6,000          6,100          5,000          4,000          76,100          
     Gas                      2,000          2,000          2,000          2,000          2,000          2,000          2,000          2,000          2,000          4,000          5,000          6,000          33,000          
     Gas-tenant               -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Sewer                    5,600          5,600          5,600          5,600          5,600          5,600          5,600          4,800          4,800          4,800          4,000          3,200          60,800          
     Cable                    8,000          8,000          8,000          8,000          8,000          8,000          8,000          8,000          8,000          8,000          8,000          8,000          96,000          
       Utilities expense      35,110        35,110       35,110      35,110      35,110      35,110      35,110       33,310       33,310      35,410      34,510      33,710      416,020      
                                                                                                                                                                                                                                              
    Operating and maintenance                                                                                                                        
     Cleaning supplies        500             500             500             500             500             500             500             500             500             500             500             500             6,000            
     Cleaning contract        1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          12,000          
     Exterminating supplies   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Exterminating contract   2,700          2,700          2,700          2,700          2,700          2,700          2,700          2,700          2,700          2,700          2,700          2,700          32,400          
     Garbage and trash removal 8,027          8,027          8,027          8,027          8,027          8,027          8,027          8,027          8,027          8,027          8,027          8,027          96,324          
     Protection cost/company  8,000          8,000          8,000          8,000          8,000          8,000          8,000          8,000          -                  -                  -                  -                  64,000          
     Pool supplies            1,500          1,500          1,500          1,500          1,500          1,500          1,500          1,500          1,500          -                  -                  -                  13,500          
     Grounds payroll          20,920        20,920        20,920        20,920        20,920        20,920        20,920        20,920        20,920        16,660        12,400        20,100        237,440        
     Grounds payroll-burden   4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          3,200          2,400          3,800          45,400          
     Grounds supplies/replacem 1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          12,000          
     Grounds contract         250             250             250             250             250             250             250             250             250             250             250             250             3,000            
     Maintenance payroll      16,000        16,000        16,000        16,000        16,000        16,000        16,000        16,000        16,000        16,000        16,000        16,000        192,000        
     Maintenance payroll-burde 3,300          3,300          3,300          3,300          3,300          3,300          3,300          3,300          3,300          3,300          3,300          3,300          39,600          
     Temporary payroll        -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Temporary payroll-burden -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Electrical-normal        204             204             204             204             204             204             204             204             204             204             204             204             2,448            
     Electrical-extraordinary -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Repair material-plumbing -                  -                  -                  -                  -                  -                  -                  1,000          1,000          -                  1,000          1,000          4,000            
     Repair material-decoratin 136             136             136             136             136             136             136             136             136             136             136             136             1,632            
     Repair material-C/C/D    598             598             598             598             598             598             598             598             598             598             598             599             7,177            
     A/C parts/supplies/etc   1,901          1,901          1,901          1,901          1,901          1,901          1,901          1,901          1,901          1,901          1,901          1,901          22,812          
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     Repair material-other    1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          12,000          
     Repairs contract-normal  -                  -                  -                  -                  -                  -                  -                  2,000          -                  2,000          -                  2,000          6,000            
     Decorating contract      -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Tools                    200             200             200             200             200             200             200             200             200             200             200             200             2,400            
     Motor vehicle repairs    -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                    
     Gasoline, oil and grease 1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          14,400          
     Truck allocations        125             125             125             125             125             125             125             125             125             125             125             125             1,500            
     Mileage                  95               95               95               95               95               95               95               96               96               96               96               96               1,145            
     Maintenance equipment rep 333             333             333             333             333             333             333             333             334             334             334             334             4,000            
     Misc. operating & maint. 226             226             226             226             226             226             226             226             226             226             226             226             2,712            
       Operations and Maintenance 73,215        73,215       73,215      73,215      73,215      73,215      73,215       76,216       66,217      60,657      54,597      65,698      835,890      
                                                                                                                                                                                                                                              
    Depreciation                                                                                                                                     
     Depreciation-furniture of 162             162             162             162             162             162             162             162             162             162             162             162             1,944            
     Depreciation-furnishings 117             117             117             117             117             117             117             117             117             117             117             117             1,404            
     Depreciation-maint. equip 617             617             617             617             617             617             617             617             617             617             617             617             7,404            
     Depreciation-motor vehicl 1,160          1,160          1,160          1,160          1,160          1,160          1,160          1,160          1,160          1,160          1,160          1,160          13,920          
       Depreciation           2,056          2,085         2,085        2,085        3,196        2,055        2,056         2,056         2,056        2,056        2,056        2,056        25,898        
                                                                                                                                                                                                                                              
    Taxes and insurance                                                                                                                              
     Real estate taxes        19,200        19,200        19,200        19,200        19,200        19,200        19,200        19,200        19,200        19,200        19,200        19,200        230,400        
     Property & liability insu 8,832          8,832          8,832          8,832          8,832          8,832          8,832          8,832          8,832          8,832          8,832          8,832          105,984        
       Taxes and insurance    28,032        28,032       28,032      28,032      28,032      28,032      28,032       28,032       28,032      28,032      28,032      28,032      336,384      
                                                                                                                                                                                                                                              
    Financial expenses                                                                                                                               
     Misc. financial expenses 400             400             400             400             400             400             400             400             400             400             400             400             4,800            
       Financial expenses     400             400            400           400           400           400           400            400           400           400           400           400           4,800          

    Depreciation                                                                                                                                     
     Depreciation-bldg-oc     212,121      212,121      212,121      212,121      212,121      212,121      212,121      212,121      212,121      212,121      212,121      212,121      2,545,452     
     Depreciation-bldg-A&I    225             225             225             225             225             225             225             225             225             225             225             225             2,700            
     Amort. prepaid finance co 12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        12,000        144,000        
       Depreciation           224,346      224,346     224,346    224,346    224,346    224,346    224,346     224,346     224,346    224,346    224,346    224,346    2,692,152   

      Total Rental Operating Expenses 673,061      683,615     674,736    672,677    680,403    674,199    672,257     677,412     664,666    659,257    656,247    679,008    8,067,538   

    Rental operations         112,618      123,210     114,247    106,938    114,600    108,460    106,517     111,672     98,926      93,518      90,508      113,269    1,294,483   
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0.035

PAY GRD
Adj. Base 
Yr. OOP

Current Yr. 
OOP

Windfall 
Income

E01 70$       33$                37$              
E02 70$       33$                37$              
E03 70$       33$                37$              
E04 70$       33$                37$              
E05 76$       35$                41$              
E06 88$       41$                47$              
E07 92$       43$                49$              
E08 97$       45$                52$              
E09 103$     48$                55$              
W01 88$       41$                47$              
W02 94$       44$                50$              
W03 100$     47$                53$              
W04 105$     49$                56$              
W05 110$     51$                59$              
O01E 93$       43$                50$              
O02E 99$       46$                53$              
O03E 105$     49$                56$              
O01 77$       36$                41$              
O02 87$       41$                46$              
O03 100$     47$                53$              
O04 112$     52$                60$              
O05 120$     56$                64$              
O06 121$     56$                65$              
O07 122$     57$                65$              

Absorption Rate

A
cc

om
pa

ni
ed

OOP and Windfall Income



Unit Completions and Availability Table

Unrenovated New Const. Total Units
Date Coyote Bull Moose Available

1-Dec-00 600 400 0 1000
31-Dec-00 550 350 0 900
31-Jan-01 500 300 0 800
28-Feb-01 450 300 0 750
31-Mar-01 400 300 0 700
30-Apr-01 400 300 0 700

31-May-01 400 300 0 700
30-Jun-01 400 300 0 700
31-Jul-01 400 300 0 700

31-Aug-01 350 300 50 0 700
30-Sep-01 300 300 100 0 700
31-Oct-01 250 300 150 0 700
30-Nov-01 200 300 200 0 700
31-Dec-01 200 275 200 0 675
31-Jan-02 200 250 200 0 650
28-Feb-02 200 225 200 0 625
31-Mar-02 200 200 200 25 625
30-Apr-02 200 200 200 50 650

31-May-02 200 200 200 75 675
30-Jun-02 200 200 200 100 700
31-Jul-02 200 200 200 125 725

31-Aug-02 175 200 200 150 725
30-Sep-02 150 200 200 175 725
31-Oct-02 125 200 200 200 725
30-Nov-02 100 200 200 225 725
31-Dec-02 75 200 200 250 725
31-Jan-03 50 200 200 275 725
28-Feb-03 25 200 200 300 725
31-Mar-03 0 175 200 325 700
30-Apr-03 0 175 200 350 725

31-May-03 0 150 200 375 725
30-Jun-03 0 150 200 400 750
31-Jul-03 0 100 200 425 725

31-Aug-03 0 100 200 450 750
30-Sep-03 0 50 200 475 725
31-Oct-03 0 0 200 500 700
30-Nov-03 0 0 200 500 700
31-Dec-03 0 0 200 500 700
31-Jan-04 0 0 200 500 700
29-Feb-04 0 0 200 500 700
31-Mar-04 0 0 200 500 700

Renovated 
Coyote

 Unrenovated 
Bull Moose 



BAH Rates by Year

Pay
Grade 2000 2001 2002 2003 2004

PAY GRD Number BAH BAH BAH BAH BAH
E01 100 $694 $773 $876 $910 $934
E02 80 $694 $773 $876 $910 $934
E03 70 $694 $773 $876 $910 $934
E04 60 $743 $823 $876 $910 $934
E05 100 $819 $900 $941 $978 $1,009
E06 75 $934 $1,024 $1,077 $1,130 $1,168
E07 25 $992 $1,087 $1,142 $1,193 $1,228
E08 2 $1,055 $1,156 $1,213 $1,262 $1,294
E09 1 $1,133 $1,239 $1,300 $1,350 $1,377
W01 0 $935 $1,025 $1,078 $1,131 $1,169
W02 0 $1,018 $1,115 $1,171 $1,221 $1,255
W03 0 $1,094 $1,200 $1,258 $1,305 $1,335
W04 0 $1,149 $1,254 $1,317 $1,367 $1,394
W05 0 $1,211 $1,317 $1,385 $1,439 $1,461
O01E 0 $1,004 $1,101 $1,156 $1,207 $1,241
O02E 0 $1,083 $1,187 $1,245 $1,292 $1,323
O03E 0 $1,158 $1,264 $1,327 $1,378 $1,404
O01 80 $832 $914 $956 $995 $1,027
O02 70 $932 $1,021 $1,074 $1,127 $1,164
O03 37 $1,091 $1,196 $1,254 $1,301 $1,332
O04 0 $1,238 $1,343 $1,414 $1,470 $1,489
O05 0 $1,340 $1,445 $1,524 $1,588 $1,598
O06 0 $1,351 $1,457 $1,537 $1,601 $1,612
O07 0 $1,366 $1,474 $1,555 $1,619 $1,630
E01 0 $587 $663 $682 $708 $724
E02 0 $587 $663 $682 $708 $724
E03 0 $587 $663 $682 $708 $724
E04 0 $587 $663 $682 $708 $724
E05 0 $659 $737 $769 $798 $816
E06 0 $702 $782 $820 $851 $870
E07 0 $761 $841 $880 $915 $940
E08 0 $842 $924 $967 $1,008 $1,040
E09 0 $878 $963 $1,010 $1,055 $1,090
W01 0 $733 $813 $851 $884 $906
W02 0 $841 $924 $967 $1,007 $1,039
W03 0 $881 $967 $1,014 $1,060 $1,094
W04 0 $949 $1,040 $1,093 $1,146 $1,183
W05 0 $1,006 $1,102 $1,157 $1,208 $1,243
O01E 0 $819 $900 $941 $978 $1,009
O02E 0 $870 $954 $1,000 $1,045 $1,078
O03E 0 $934 $1,024 $1,077 $1,130 $1,168
O01 0 $694 $773 $811 $842 $860
O02 0 $798 $878 $918 $955 $983
O03 0 $893 $979 $1,028 $1,076 $1,111
O04 0 $998 $1,093 $1,148 $1,199 $1,234
O05 0 $1,036 $1,135 $1,191 $1,241 $1,274
O06 0 $1,094 $1,200 $1,258 $1,305 $1,335
O07 0 $1,116 $1,224 $1,283 $1,331 $1,362
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BAH Rates by Year

Pay
Grade

PAY GRD Number
E01 100
E02 80
E03 70
E04 60
E05 100
E06 75
E07 25
E08 2
E09 1
W01 0
W02 0
W03 0
W04 0
W05 0
O01E 0
O02E 0
O03E 0
O01 80
O02 70
O03 37
O04 0
O05 0
O06 0
O07 0
E01 0
E02 0
E03 0
E04 0
E05 0
E06 0
E07 0
E08 0
E09 0
W01 0
W02 0
W03 0
W04 0
W05 0
O01E 0
O02E 0
O03E 0
O01 0
O02 0
O03 0
O04 0
O05 0
O06 0
O07 0

700

Target 
Demographics

A
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Weighted Average BAH Rates by Year

2000 2001 2002 2003 2004
Rent Monthly Rent Monthly Rent Monthly Rent Monthly Rent
$69,400 $77,300 $87,600 $91,000 $93,400
$69,400 $77,300 $87,600 $91,000 $93,400
$69,400 $77,300 $87,600 $91,000 $93,400
$74,300 $82,300 $87,600 $91,000 $93,400
$81,900 $90,000 $94,100 $97,800 $100,900
$93,400 $102,400 $107,700 $113,000 $116,800
$99,200 $108,700 $114,200 $119,300 $122,800

$105,500 $115,600 $121,300 $126,200 $129,400
$113,300 $123,900 $130,000 $135,000 $137,700
$93,500 $102,500 $107,800 $113,100 $116,900

$101,800 $111,500 $117,100 $122,100 $125,500
$109,400 $120,000 $125,800 $130,500 $133,500
$114,900 $125,400 $131,700 $136,700 $139,400
$121,100 $131,700 $138,500 $143,900 $146,100
$100,400 $110,100 $115,600 $120,700 $124,100
$108,300 $118,700 $124,500 $129,200 $132,300
$115,800 $126,400 $132,700 $137,800 $140,400
$83,200 $91,400 $95,600 $99,500 $102,700
$93,200 $102,100 $107,400 $112,700 $116,400

$109,100 $119,600 $125,400 $130,100 $133,200
$123,800 $134,300 $141,400 $147,000 $148,900
$134,000 $144,500 $152,400 $158,800 $159,800
$135,100 $145,700 $153,700 $160,100 $161,200
$136,600 $147,400 $155,500 $161,900 $163,000
$58,700 $66,300 $68,200 $70,800 $72,400
$58,700 $66,300 $68,200 $70,800 $72,400
$58,700 $66,300 $68,200 $70,800 $72,400
$58,700 $66,300 $68,200 $70,800 $72,400
$65,900 $73,700 $76,900 $79,800 $81,600
$70,200 $78,200 $82,000 $85,100 $87,000
$76,100 $84,100 $88,000 $91,500 $94,000
$84,200 $92,400 $96,700 $100,800 $104,000
$87,800 $96,300 $101,000 $105,500 $109,000
$73,300 $81,300 $85,100 $88,400 $90,600
$84,100 $92,400 $96,700 $100,700 $103,900
$88,100 $96,700 $101,400 $106,000 $109,400
$94,900 $104,000 $109,300 $114,600 $118,300

$100,600 $110,200 $115,700 $120,800 $124,300
$81,900 $90,000 $94,100 $97,800 $100,900
$87,000 $95,400 $100,000 $104,500 $107,800
$93,400 $102,400 $107,700 $113,000 $116,800
$69,400 $77,300 $81,100 $84,200 $86,000
$79,800 $87,800 $91,800 $95,500 $98,300
$89,300 $97,900 $102,800 $107,600 $111,100
$99,800 $109,300 $114,800 $119,900 $123,400

$103,600 $113,500 $119,100 $124,100 $127,400
$109,400 $120,000 $125,800 $130,500 $133,500
$111,600 $122,400 $128,300 $133,100 $136,200

$4,441,200 $4,876,600 $5,133,900 $5,346,000 $5,477,700
Baseline 9.8% 5.3% 4.1% 2.5%



Project Demographic Report

Pay
Grade 1-Oct-03 1-Nov-03 1-Dec-03 1-Jan-04 1-Feb-04 1-Mar-04 1-Apr-04 1-May-04

O-7 - O10 0 0 0 0 0 0 0
O6 0 0 0 0 0 0 0
O5 0 0 0 0 0 0 0
O4 0 0 0 0 0 0 0

O3E 0 0 0 0 0 0 0
O3 37 7 7 6 5 5 5

O2E 0 0 0 0 0 0 0
O2 70 9 9 9 8 8 8

O1E 0 3 3 3 4 4 4
O1 80 107 108 107 108 108 109
E9 1 0 0 0 0 0 0
E8 2 0 0 0 0 0 0
E7 25 37 39 40 40 40 39
E6 75 56 56 55 56 55 60
E5 100 79 79 80 81 80 80
E4 60 75 77 78 80 81 82
E3 70 88 90 91 93 93 95
E2 80 100 101 100 100 101 99
E1 100 104 103 103 104 104 105

O-7 - O10 0 0 0 0 0 0 0
O6 0 0 0 0 0 0 0
O5 0 0 0 0 0 0 0
O4 0 0 0 0 0 0 0

O3E 0 0 0 0 0 0 0
O3 0 0 0 0 0 0 0

O2E 0 0 0 0 0 0 0
O2 0 0 0 0 0 0 0

O1E 0 0 0 0 0 0 0
O1 0 0 0 0 0 0 0
E9 0 0 0 0 0 0 0
E8 0 0 0 0 0 0 0
E7 0 0 0 0 0 0 0
E6 0 0 0 0 0 0 0
E5 0 0 0 0 0 0 0
E4 0 0 0 0 0 0 0
E3 0 0 0 0 0 0 0
E2 0 0 0 0 0 0 0
E1 0 0 0 0 0 0 0

Total 700                  665 672 672 679 679 686

-          -          
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Interest Rate 2.75% Payment Interest Principal Ending Balance
Beginning Balance 20,000,000.00$  

31-Aug-03
1-Oct-03 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Nov-03 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Dec-03 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Jan-04 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Feb-04 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Mar-04 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Apr-04 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  

1-May-04 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Jun-04 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Jul-04 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  

1-Aug-04 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Sep-04 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Oct-04 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Nov-04 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Dec-04 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Jan-05 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Feb-05 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Mar-05 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Apr-05 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  

1-May-05 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Jun-05 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Jul-05 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  

1-Aug-05 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Sep-05 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Oct-05 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Nov-05 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Dec-05 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Jan-06 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Feb-06 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Mar-06 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Apr-06 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  

1-May-06 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Jun-06 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Jul-06 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  

1-Aug-06 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Sep-06 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Oct-06 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Nov-06 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Dec-06 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Jan-07 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Feb-07 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Mar-07 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Apr-07 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  

1-May-07 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Jun-07 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  
1-Jul-07 20,000,000.00$  45,833.33$         45,833.33$    -$              20,000,000.00$  

Direct Loan Amortization Schedule
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Interest Rate 6.25% Payment Interest Principal Ending Balance
Beginning Balance 40,000,000.00$  

1-Dec-00 40,000,000.00$  37,953.55$    40,000,000.00$  
1-Jan-01 40,000,000.00$  $246,286.88 208,333.33$  37,953.55$    39,962,046.45    
1-Feb-01 39,962,046.45$  $246,286.88 208,135.66$  38,151.22$    39,923,895.23    
1-Mar-01 39,923,895.23$  $246,286.88 207,936.95$  38,349.93$    39,885,545.31    
1-Apr-01 39,885,545.31$  $246,286.88 207,737.22$  38,549.67$    39,846,995.64    

1-May-01 39,846,995.64$  $246,286.88 207,536.44$  38,750.44$    39,808,245.20    
1-Jun-01 39,808,245.20$  $246,286.88 207,334.61$  38,952.27$    39,769,292.93    
1-Jul-01 39,769,292.93$  $246,286.88 207,131.73$  39,155.15$    39,730,137.78    

1-Aug-01 39,730,137.78$  $246,286.88 206,927.80$  39,359.08$    39,690,778.70    
1-Sep-01 39,690,778.70$  $246,286.88 206,722.81$  39,564.07$    39,651,214.63    
1-Oct-01 39,651,214.63$  $246,286.88 206,516.74$  39,770.14$    39,611,444.49    
1-Nov-01 39,611,444.49$  $246,286.88 206,309.61$  39,977.27$    39,571,467.22    
1-Dec-01 39,571,467.22$  $246,286.88 206,101.39$  40,185.49$    39,531,281.73    
1-Jan-02 39,531,281.73$  $246,286.88 205,892.09$  40,394.79$    39,490,886.94    
1-Feb-02 39,490,886.94$  $246,286.88 205,681.70$  40,605.18$    39,450,281.76    
1-Mar-02 39,450,281.76$  $246,286.88 205,470.22$  40,816.66$    39,409,465.10    
1-Apr-02 39,409,465.10$  $246,286.88 205,257.63$  41,029.25$    39,368,435.85    

1-May-02 39,368,435.85$  $246,286.88 205,043.94$  41,242.94$    39,327,192.91    
1-Jun-02 39,327,192.91$  $246,286.88 204,829.13$  41,457.75$    39,285,735.16    
1-Jul-02 39,285,735.16$  $246,286.88 204,613.20$  41,673.68$    39,244,061.48    

1-Aug-02 39,244,061.48$  $246,286.88 204,396.15$  41,890.73$    39,202,170.75    
1-Sep-02 39,202,170.75$  $246,286.88 204,177.97$  42,108.91$    39,160,061.85    
1-Oct-02 39,160,061.85$  $246,286.88 203,958.66$  42,328.22$    39,117,733.62    
1-Nov-02 39,117,733.62$  $246,286.88 203,738.20$  42,548.68$    39,075,184.94    
1-Dec-02 39,075,184.94$  $246,286.88 203,516.59$  42,770.29$    39,032,414.64    
1-Jan-03 39,032,414.64$  $246,286.88 203,293.83$  42,993.05$    38,989,421.59    
1-Feb-03 38,989,421.59$  $246,286.88 203,069.90$  43,216.98$    38,946,204.61    
1-Mar-03 38,946,204.61$  $246,286.88 202,844.82$  43,442.06$    38,902,762.55    
1-Apr-03 38,902,762.55$  $246,286.88 202,618.55$  43,668.33$    38,859,094.23    

1-May-03 38,859,094.23$  $246,286.88 202,391.12$  43,895.76$    38,815,198.46    
1-Jun-03 38,815,198.46$  $246,286.88 202,162.49$  44,124.39$    38,771,074.07    
1-Jul-03 38,771,074.07$  $246,286.88 201,932.68$  44,354.20$    38,726,719.87    

1-Aug-03 38,726,719.87$  $246,286.88 201,701.67$  44,585.21$    38,682,134.66    
1-Sep-03 38,682,134.66$  $246,286.88 201,469.45$  44,817.43$    38,637,317.23    
1-Oct-03 38,637,317.23$  $246,286.88 201,236.03$  45,050.85$    38,592,266.37    
1-Nov-03 38,592,266.37$  $246,286.88 201,001.39$  45,285.49$    38,546,980.88    
1-Dec-03 38,546,980.88$  $246,286.88 200,765.53$  45,521.35$    38,501,459.53    
1-Jan-04 38,501,459.53$  $246,286.88 200,528.44$  45,758.45$    38,455,701.08    
1-Feb-04 38,455,701.08$  $246,286.88 200,290.11$  45,996.77$    38,409,704.31    
1-Mar-04 38,409,704.31$  $246,286.88 200,050.54$  46,236.34$    38,363,467.97    
1-Apr-04 38,363,467.97$  $246,286.88 199,809.73$  46,477.15$    38,316,990.82    

1-May-04 38,316,990.82$  $246,286.88 199,567.66$  46,719.22$    38,270,271.60    
1-Jun-04 38,270,271.60$  $246,286.88 199,324.33$  46,962.55$    38,223,309.05    
1-Jul-04 38,223,309.05$  $246,286.88 199,079.73$  47,207.15$    38,176,101.91    

1-Aug-04 38,176,101.91$  $246,286.88 198,833.86$  47,453.02$    38,128,648.89    
1-Sep-04 38,128,648.89$  $246,286.88 198,586.71$  47,700.17$    38,080,948.73    
1-Oct-04 38,080,948.73$  $246,286.88 198,338.27$  47,948.61$    38,033,000.12    

Senior/Guaranteed Loan Amortization Schedule
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