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Item  2.04 Triggering Events That Accelerate or Increase a Direct Financial Obligation or an Obligation under an Off-Balance Sheet

Arrangement.
 
In December 2021, Summit Healthcare REIT, Inc. (“Summit”) formed Summit Georgia Holdings LLC (“Summit Georgia”) and acquired the underlying
eight properties located in Georgia (the “GA8 Properties”), subject to a $91.0 million non-recourse first priority mortgage loan with CIBC Bank, USA,
(“CIBC”) collateralized by those properties, a $20.0 million non-recourse subordinated term loan with Oxford Financing LLC (“Oxford”) collateralized by
those properties and a $12.75 million mezzanine loan with Oxford secured by the equity interests of Summit Georgia.
 
As previously disclosed, we have been out of compliance with respect to our debt covenants for our GA8 Properties since the first quarter of 2023 due to the
tenant’s EBITDAR default. Then, in October, November and December 2023, Summit made reduced interest payments for the mezzanine loan, with Oxford
agreeing to defer the unpaid portion of our interest payments until we could confirm a plan of action. Additionally, in January 2024, we made a reduced
interest payment for the Oxford subordinated term loan and then deferred the full interest payments for February and March 2024.
 
On March 13, 2024, we received a notice of default, dated March 12, 2024, from Oxford for the mezzanine loan primarily from our continuing failure to pay
the full and timely interest payments due on the loan from December 2023 to March 2024. As a result of the default, Oxford exercised certain rights under
the mezzanine loan agreement, such as, among other things, their right to act as attorney-in-fact of Summit Georgia and appointed an independent manager
over the GA8 Properties, thereby removing Summit as the manager, and their right to exercise any voting rights and to receive any distributions with respect
to such properties. The Oxford notice of default also constitutes an event of default under the GA8 Properties subordinated term loan with Oxford and the
mortgage loan with CIBC. All interest and principal payments to CIBC have been made timely.
 
We are currently analyzing these events and any impact on our continued consolidation of Summit Georgia and the underlying GA8 Properties. As of the
date hereof, we remain the owner of the real estate properties for the GA8 Properties.
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