Instructions – If Pledgor owns ownership interests in Borrower as well as Grantor, include bolded text, as applicable, to pledge Pledgor’s interest in both Borrower and Grantor. 

OWNERSHIP INTEREST PLEDGE AGREEMENT

- MARYLAND IDOT -

(REVISION DATE 7-21-2008)
THIS OWNERSHIP INTEREST PLEDGE AGREEMENT ("Agreement ") is made as of the ____ day of ______, 200_ by and between            ________________ (jointly and severally, "Pledgor"), and                , a __________________ ("Lender").

W I T N E S S E T H:

WHEREAS,         [Borrower]        , a _______________________ ("Borrower"), is indebted to Lender in the principal sum of [Loan Amount] Dollars ($_____________), which indebtedness (the "Loan" ) is evidenced and represented by that certain Multifamily Note executed and delivered by Borrower to Lender of even date herewith (the "Note");


WHEREAS, ______[IDOT Guarantor]    ("Grantor") has guaranteed to Lender the payment and performance of Borrower's obligations under the Note pursuant to a Guaranty of even date herewith (the "IDOT Guaranty"), which IDOT Guaranty is secured by that certain Multifamily Indemnity Deed of Trust, Assignment of Rents and Security Agreement of even date herewith by Grantor to trustees for the benefit of Lender (the "Security Instrument") encumbering a certain parcel of land located in _________ County, Maryland and certain other "Mortgaged Property" described in the Security Instrument;


WHEREAS, Pledgor owns 100% of the ownership interests in Grantor [and 100% ownership interests in Borrower], and shall receive direct or indirect benefits as a result of Lender making the Loan to Borrower and, in order to induce Lender to make the Loan to Borrower, Pledgor has agreed to grant to Lender a continuing security interest in and to the Collateral (as hereafter defined) to secure the payment of the Obligations (as hereafter defined) and the performance of the Note and the other Loan Documents;


WHEREAS, the "Loan Documents", as that term is defined in the Security Instrument and used herein, include the Note, the IDOT Guaranty, the Security Instrument, this Agreement and any other documents executed or delivered by Borrower, Grantor, Pledgor or any other party evidencing, securing, guaranteeing or in connection with the Loan.

NOW, THEREFORE, in consideration of the premises and other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, Pledgor agrees with Lender as follows:

1.
Definitions.  All capitalized terms which are not specifically defined in this Agreement shall have the meanings assigned to such terms in the Note or the Security Instrument.  In addition, the following terms used in this Agreement shall have the meanings set forth below in this Section 1:

"Collateral" has the meaning set forth in Section 3.

"Enforcement Costs" means any and all funds, costs, expenses and charges of any nature whatsoever (including, without limitation, attorneys' fees and expenses) advanced, paid or incurred by or on behalf of Lender under or in connection with the administration or enforcement of this Agreement, including, without limitation, (i) the compliance of Pledgor with each covenant, warranty, representation or agreement of Pledgor made in or pursuant to this Agreement or any of the other Loan Documents, (ii) the collection or enforcement of any of the Obligations, this Agreement and each of the other Loan Documents, and (iii) the exercise, preservation, maintenance, protection, operation, management, collection, sale or other disposition of, or realization upon, all or any part of the Collateral and the rights and remedies of Lender hereunder, under the other Loan Documents, under applicable law and otherwise.

 "Lien" means any mortgage, security instrument, pledge, security interest, assignment, encumbrance, judgment, lien, claim or charge of any kind in, on, of or in respect of, any asset or property or any rights to any asset or property, including, without limitation, (i) any interest of a vendor or lessor under any conditional sale agreement, capital lease or other title retention agreement relating to any such asset or property, and (ii) the filing of, or any agreement to give, any financing statement relating to any such asset or property under the Uniform Commercial Code of any jurisdiction.

"Obligations" means the full and punctual payment and performance, when due (whether at stated maturity, upon acceleration or otherwise), of any and all present and future indebtedness, liabilities and obligations of every kind and nature of Borrower and Grantor to Lender, howsoever created, arising or evidenced, whether direct or indirect, absolute or contingent, joint or several, both now and hereafter existing, or due or to become due, arising under, out of, as a result of, or in connection with the Loan Documents.

"Ownership Agreements" means, collectively, the organizational documents of Grantor and all amendments thereto [and the organizational documents of Borrower and all amendments thereto].

"Ownership Interests" means 100% of the ownership interests in Grantor [and 100% of the ownership interests in Borrower], both now and hereafter owned, acquired, or existing, and any and all rights, powers and remedies of Pledgor resulting from, or in connection with, such interest, including, without limitation, all rights, powers and remedies of any nature whatsoever of Pledgor under or by reason of the Ownership Agreements, and all claims, causes of action and rights of suit resulting therefrom, or in connection therewith.

"Person" means and includes an individual, a corporation, a partnership, a joint venture, a trust, an unincorporated association, a limited liability company, government or political subdivision or agency thereof, or any other entity.

"Records" means all agreements, books, ledgers, instruments, correspondence, memoranda or other documents comprising, covering or relating to the Collateral.

"Taxes" means all taxes and assessments whether general or special, ordinary or extraordinary, or foreseen or unforeseen, of every character (including all penalties or interest thereon), which at any time may be assessed, levied, confirmed, or imposed on Pledgor or any of properties or assets of Pledgor or any part thereof or in respect of any of the franchises, businesses, income, or profits of Pledgor, and all claims for sums which by applicable laws have or may become a Lien or charge upon any of any such property or assets.

"UCC" means the Maryland Uniform Commercial Code, as amended from time to time.

2.
Rules of Construction.  Unless otherwise defined herein, as used in this Agreement and any certificate, report, or other document made or delivered pursuant hereto, accounting terms not otherwise defined herein, and accounting terms only partly defined herein, to the extent not defined, shall have the respective meanings given to them under generally accepted accounting principles, consistently applied.  Unless otherwise defined herein, all terms used herein which are defined by the UCC shall have the same meanings as assigned to them by the UCC unless and to the extent varied by this Agreement.  The words "hereof", "herein", and "hereunder" and words of similar import when used in this Agreement shall refer to this Agreement as a whole and not to any particular provision of this Agreement, and section, subsection, schedule, and exhibit references are references to sections or subsections of, or schedules or exhibits to, as the case may be, this Agreement unless otherwise specified.  As used herein, the singular number shall include the plural, the plural the singular, and the use of the masculine, feminine, or neuter gender shall include all genders, as the context may require.

3.
Pledge.  In order to secure the payment and performance when due of the Obligations, Pledgor hereby pledges, assigns, conveys, transfers, and grants to Lender a security interest in and continuing lien on all of the following property of Pledgor, both now owned and existing and hereafter created, acquired or arising (collectively, the "Collateral"): (i) the Ownership Interests, (ii) any certificates representing or evidencing the Ownership Interests, (iii) any and all other property which may be delivered to or held by Lender pursuant to the provisions of this Agreement, (iv) subject to Section 6 below, all payments of principal or interest, distributions, cash, income, profits, instruments, securities and other property from time to time received, receivable or otherwise distributed in respect of, in exchange for or upon conversion of, the Ownership Interests, (v) subject to the provisions of Section 6 below, any and all voting and other rights, powers and privileges accruing or incidental to an owner of the Ownership Interests, and (vi) all cash and non-cash proceeds and products of property described in (i) through (v).  Pledgor promptly shall deliver or cause to be delivered to Lender (i) all certificates representing or evidencing the Ownership Interests, and (ii) all other property, instruments and papers comprising, representing or evidencing the Collateral or any part thereof, all of which shall be accompanied by proper instruments of assignment or endorsement duly executed by Pledgor.  

4.
Security Interest Absolute.  

(a)
The security interest granted hereby is intended as security only and shall not subject Lender to, or transfer or in any way affect or modify, any obligation or liability of Pledgor with respect to any of the Collateral or any transaction in connection therewith.  

(b)
All interests, rights, and remedies of Lender hereunder, and under applicable laws, and all agreements and obligations of Pledgor hereunder, shall be absolute and unconditional irrespective of, and shall not be released, discharged, impaired or affected by (i) any lack of validity or enforceability of any of the Loan Documents, (ii) any change in the amount of any of the Obligations or any change in the time, manner or place of payment of any of the Obligations or any change of any other provision or term of any of the Obligations, (iii) any amendment to, or modification or waiver of, consent to, or departure from, any of the provisions of the Loan Documents, (iv) any exchange, substitution, release, addition or non-perfection of any collateral and security for any of the Obligations, (v) the release of, in whole or in part, any Person, including without limitation Borrower or Grantor, obligated or liable for the payment of all or any part of the Obligations or any attempt, pursuit, enforcement or exhaustion of any rights or remedies Lender may have against any such Person or against any collateral and security for any or all of the Obligations, (vi) the failure, omission, lack of diligence or delay by Lender to exercise or enforce any rights and remedies it may have under the Loan Documents or applicable laws, and (vii) any other event or circumstance which might otherwise constitute a legal or equitable discharge, release or defense of Pledgor or of the Collateral.

5.
Record Owner of Collateral.  Lender shall have the right, in its sole and absolute discretion, to hold any membership certificates, notes, instruments or securities now or hereafter included in the Collateral in its own name, the name of its nominee or the name of Pledgor.  Pledgor will promptly give to Lender copies of any notices or other communications received by it with respect to Collateral registered in the name of Pledgor.

6.
Voting Rights; Distributions.

(a)
Unless and until an Event of Default shall have occurred, Pledgor shall be entitled to exercise any and all voting and other rights, powers and privileges accruing to an owner of the Ownership Interests or any part thereof for any purpose consistent with the terms of this Agreement, and the other Loan Documents; provided, however that such action would not materially and adversely affect the rights and remedies of Lender under this Agreement or the other Loan Documents or the ability of Lender to exercise the same.  

(b)
Pledgor shall be entitled to receive and retain any and all distributions paid on account of the Ownership Interests to the extent and only to the extent that such distributions are permitted by, and otherwise paid in accordance with, applicable laws.  All non-cash distributions and distributions paid or payable in cash or otherwise in connection with a partial or total liquidation or dissolution, instruments, securities, other distributions in property, return of capital, capital surplus or paid-in surplus or other distributions (other than pursuant to the first sentence of this clause) made on or in respect of Ownership Interests, whether paid or payable in cash or otherwise, whether resulting from a subdivision, combination or reclassification of the outstanding membership interests or received in exchange for Ownership Interests or any part thereof, or in redemption thereof, as a result of any merger, consolidation, acquisition or other exchange of assets to which such issuer may be a party or otherwise, shall be and become part of the Collateral, and, if received by Pledgor, shall not be commingled by Pledgor with any of the other funds or property of Pledgor but shall be held separate and apart therefrom in trust for the benefit of Lender and shall be forthwith delivered to Lender in the same form as so received (with any necessary endorsement which Pledgor agrees to make).

(c)
Upon the occurrence of an Event of Default, all rights of Pledgor to exercise the voting and other rights, powers and privileges which Pledgor is entitled to exercise pursuant to Section 6(a) shall cease, and all such rights, powers and privileges shall thereupon become vested in Lender, which shall have the sole and exclusive right and authority to exercise such voting and other rights, powers and privileges.

(d)
Upon the occurrence of an Event of Default, all rights of Pledgor to distributions which Pledgor is authorized to receive pursuant to Section 6(b) shall cease, and all such rights shall thereupon become vested in Lender, and Lender shall have the sole and exclusive right and authority to receive and retain such distributions.  All distributions which are received by Pledgor contrary to the provisions of this Section shall be received in trust for the benefit of Lender, shall be segregated from other property or funds of Pledgor and shall be forthwith delivered to Lender in the same form as so received (with any necessary endorsement which Pledgor agrees to make).  Any and all money and other property paid over to or received by Lender pursuant to the provisions of this subsection (b) shall be retained by Lender in an account to be established by Lender upon receipt of such money or other property and shall be applied to the Obligations in accordance with the provisions hereof.

7.
Representations and Warranties. Pledgor represents and warrants to Lender that the following statements are true, correct and complete:

(a)
Title and Authority.  Pledgor is the sole owner of, and has rights in, and good and marketable title to, the Collateral.  Pledgor has full power and authority to grant the security interest to Lender in the Collateral pursuant hereto and to execute, deliver and perform its obligations in accordance with the terms of this Agreement without the consent or approval of any Person other than any consent or approval which has been obtained.  The Collateral is free and clear of any Liens.

 (b)
Ownership Interests. The Ownership Interests represent all of the outstanding ownership interests of Grantor [and Borrower].  All membership interests included in the Ownership Interests have been duly authorized and validly issued, are fully paid and non-assessable and are subject to no options to purchase or similar rights of any Person.  Pledgor is not, and shall not become, a party to or otherwise bound by any agreement other than this Agreement, which restricts in any manner the rights of any present or future holder of any of the Ownership Interests. The Ownership Interests are not represented by certificates or other instruments.

8.
Covenants of Pledgor.  Pledgor covenants and agrees with Lender as follows:

(a)
Pledgor will pay all taxes, assessments and liens levied or placed on the Collateral.

(b)
Pledgor will take such actions as Lender may reasonably request to in order to perfect, preserve, maintain, or continue the perfection of Lender's security interest in the Collateral and/or its priority.  In addition, Pledgor hereby authorizes Lender to prepare, execute and file financing statements, continuation statements and financing statement amendments in such form as Lender may require to perfect or continue the perfection of the security interest in the Collateral.  Pledgor shall pay all filing costs and all costs and expenses of any record searches for financing statements and/or amendments that Lender may require.
(c)
Pledgor will not sell, assign, transfer, exchange, or otherwise dispose of the Collateral, or any part thereof, without the prior written consent of Lender, except as may be expressly permitted by the terms of the Security Instrument. 

 (d)
Pledgor hereby agrees that, in consideration for Lender's agreement to enter into and accept this Agreement, Pledgor irrevocably agrees (i) not to cause or permit Borrower or Grantor to file a voluntary petition under title 11 of the United States Code, as amended (the "Bankruptcy Code"); and (ii) not to file an involuntary petition under the Bankruptcy Code against Borrower or Grantor.  Notwithstanding the foregoing if Pledgor shall file an involuntary petition in Bankruptcy against Borrower or Grantor or cause or permit Borrower or Grantor to file or be the subject of any petition under the Bankruptcy Code, then Lender shall thereupon be entitled to file a motion to seek, and Pledgor hereby irrevocably consents to and agrees to stipulate to any motion filed by Lender seeking, relief from the automatic stay imposed by Section 362 of the Bankruptcy Code, or any other stay of, on or against the exercise of the rights and remedies otherwise available to Lender as provided in this Agreement or any of the other Loan Documents and/or provided by law, and Pledgor hereby irrevocably waives its rights to object to such relief.  Also notwithstanding the foregoing, if Pledgor shall file an involuntary petition in Bankruptcy against Borrower or Grantor or cause or permit Borrower or Grantor to file or be the subject of any petition under the Bankruptcy Code, then Lender shall thereupon be entitled to file a motion to seek, and Pledgor hereby irrevocably consents to and agrees to stipulate to any motion filed by Lender seeking, to reduce the exclusive plan filing and acceptance periods provided by Section 1121 of the Bankruptcy Code or any similar periods provided by law, and Pledgor hereby irrevocably waives its rights to object to such relief.  These covenants are material inducements for Lender to enter into and accept this Agreement and to make the Loan to Borrower.

9.
Event of Default; Rights and Remedies.  

(a)
Upon and after the occurrence of an Event of Default, Lender, without notice or demand other than as expressly provided for under the provisions of this Agreement, may exercise in any jurisdiction in which enforcement hereof is sought, all rights and remedies available to Lender under the other provisions of this Agreement and the other Loan Documents, the rights and remedies of a secured party under the UCC and all other rights and remedies available to Lender under applicable law, all such rights and remedies being cumulative and enforceable alternatively, successively or concurrently.  In addition, upon an Event of Default, the Collateral shall automatically upon notice to Pledgor by Lender, be and become absolutely vested in the ownership, possession and control of Lender and Pledgor shall execute such instruments in confirmation thereof as Lender may require.

(b)
The proceeds of collection, sale or other disposition of all or any part of the Collateral coming into Lender's possession may be applied by Lender to any of the Obligations, whether matured or unmatured, in such order and manner as Lender may determine in its sole discretion.

(c)
No failure or delay by Lender to insist upon the strict performance of any term, condition, covenant or agreement of this Agreement or of the other Loan Documents, or to exercise any right, power or remedy consequent upon a breach thereof, shall constitute a waiver of any such term, condition, covenant or agreement or of any such breach, or preclude Lender from exercising any such right, power or remedy at any later time or times.  By accepting payment after the due date of any amount payable under this Agreement or under any of the other Loan Documents, Lender shall not be deemed to waive the right either to require prompt payment when due of all other amounts payable under this Agreement or under any of the other Loan Documents, or to declare an Event of Default for failure to effect such prompt payment of any such other amount.  The payment by Pledgor or any other Person and the acceptance by Lender or any other amount due and payable under the provisions of this Agreement or the other Loan Documents at any time during which an Event of Default exists shall not in any way or manner be construed as a waiver of such Event of Default by Lender or preclude Lender from exercising any right of power or remedy consequent upon such Event of Default.

10.
Miscellaneous.

(a)
Pledgor Not Personally Liable for Obligations.  Nothing in this Agreement is intended to make Pledgor personally liable for payment or performance of the Obligations. 

 (b)
Amendment.  This Agreement may not be amended, modified, or changed in any respect except by an agreement in writing signed by Lender and Pledgor.  

(c)
Notices.  All notices, requests and demands to or upon the parties to this Agreement shall be issued in accordance with the provisions of the Security Instrument for notices to Grantor (with respect to notices to Pledgor) and Lender.  

(d)
Severability.  If any provision hereof is invalid and unenforceable in any jurisdiction, then, to the fullest extent permitted by law, (i) the other provisions hereof shall remain in full force and effect in such jurisdiction and shall be liberally construed in favor of Lender in order to carry out the intentions of the parties hereto as nearly as may be possible, (ii) the invalidity or unenforceability of any provision hereof in any jurisdiction shall not affect the validity or enforceability of such provision in any other jurisdiction, and (iii) the parties hereto shall endeavor in good faith negotiations to replace the invalid or unenforceable provisions with valid and enforceable provisions, the economic effect of which comes as close as possible to that of the invalid or unenforceable provisions.

(e)
Assignment.  Lender may, without notice to, or consent of, Pledgor, sell, assign or transfer to any Person or Persons all or any part of the Obligations, and in the event of any such assignment, the security interests and rights and remedies of Lender hereunder shall extend to, and vest in, any such assignee or assignees who shall have the right to enforce the provisions of this Agreement as fully as Lender, provided that Lender shall continue to have the unimpaired right to enforce the provisions of this Agreement as to so much of the Obligations that it has not sold, assigned or transferred. This Agreement shall be binding upon Lenders and Pledgor’s respective  successors and assigns.

(f)
Continuing Agreement.  This Agreement and the security interest granted hereby shall be continuing and binding on Pledgor regardless of how long before or after the date hereof any of the Obligations were or are incurred.  This Agreement and the security interest granted hereby shall terminate when all of the Obligations have been indefeasibly paid in full and no commitments therefor are outstanding, at which time Lender will execute and deliver to Pledgor all proper Uniform Commercial Code termination statements and other releases of the Collateral prepared by Pledgor which are reasonably requested by Pledgor to evidence such termination.

(g)
Applicable Law.  This Agreement and the rights and obligations of the parties hereunder shall be construed and interpreted in accordance with the laws of the State of Maryland (including, without limitation, conflict of laws), both in interpretation and performance.

(h)
Duplicate Originals and Counterparts.  This Agreement may be executed in any number of duplicate originals or counterparts, each of such duplicate originals or counterparts shall be deemed to be an original and all taken together shall constitute but one and the same instrument.

(i)
Exhibits and Schedules.  Any exhibits and schedules attached to this Agreement are an integral part hereof and are hereby incorporated herein and included in the term "this Agreement".

(j)
Headings. Section headings in this Agreement are included herein for convenience of reference only, shall not constitute a part of this Agreement for any other purpose and shall not be deemed to affect the meaning or construction of any of the provisions hereof.

(k)
Release of Pledge.  Upon payment and satisfaction in full of the Obligations, this Agreement shall terminate and all right, title and interest of Pledgor in and to the Collateral shall be released from the operation and effect of this Agreement.  Lender agrees to execute all instruments reasonably necessary to effectuate the foregoing.

(l)
Waiver of Trial by Jury.  Pledgor hereby waives their right to a trial by jury as to any matter arising out of or concerning the subject matter of this Agreement.


ATTACHED EXHIBIT.  The following Exhibit is attached to this Agreement:



|__|
Exhibit A Modifications to Agreement


IN WITNESS WHEREOF, the party hereto has executed and delivered this Agreement as of the day and year first written above.

[Pledgor and Lender signatures]

ACKNOWLEDGMENT

[Borrower and] Grantor is [are] executing this Acknowledgment to evidence consent to the above Ownership Interest Pledge Agreement.  [Borrower and] Grantor acknowledge[s] the instruction and request of Pledgor to register on the books of [Borrower and] Grantor the security interest and pledge granted by Pledgor to Lender pursuant to the above Ownership Interest Pledge Agreement and represents and warrants to Lender that the security interests and the pledge granted by Pledgor to Lender pursuant to the above Ownership Interest Pledge Agreement have been duly registered on the books of [Borrower and] Grantor].

Grantor [and Borrower] signatures
EXHIBIT A

MODIFICATIONS TO AGREEMENT

The following modifications are made to the text of the Agreement that precedes this Exhibit:

Freddie Mac Multifamily Form
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