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LOAN AND REGULATORY AGREEMENT

. THIS LOAN AND REGULATORY AGREEMENT (this “Agreement™), made as
of the 15th day of September, 2002, by and between the Housing Authority of the City of
Anacortes (the “Authority™), a public body corporate and politic of the State of
Washmgton (the “State™), and AHA-Bayview Apartments Limited Partnership, a
Washington limited partnership of which the Authority is the sole general partner, and its
SUCCessors or asmgns (the “Borrower”);

“ . WITNESSETH:

WHEREAS, the’ Authd:ﬁty is authorized to i1ssue revenue bonds and to make the
proceeds thereof available to pnvate entities for the purpose of providing housing for
low-income persons; and : :

WHEREAS, the Borrower has"ap:pl-ie,d to the Authority for financial assistance for
the purpose of providing a part of the-funds with which to provide permanent financing
for the acquisition and rehabilitation of a 46-unit apartment complex known as the
Bayview Apartments on land owned by the Authority and located at 810 29™ Street,
Anacortes, Washington (the “Project”), which property will be leased to the Borrower to
provide housing for low income persons within the City of Anacortes, and to pay all or a
portion of the costs of issuing the Bonds (deﬁned below) and

WHEREAS, the Authority has determmed that the f' nancial assistance requested
by the Borrower is important for the feasibility oﬂ__ the Pro};_:ct and that it is in the best
interest of the Authority to issue its Housing Revenue Bonds, 2002 (Bayview Apartments
Project) (the “Bonds”), in the principal amount of $1,450,000, and-to use a portion of the
proceeds of the Bonds to acquire the Project for lease to the Borrower and the remaining
proceeds of the Bonds to make a loan to the Borrower, all to provide part of the funds
required to accomplish the Project, to fund a reserve for the Bonds and 0 pay costs of
issuing the Bonds; and <

WHEREAS, the Bonds are secured by a first lien against the money and
investments held pursuant to the Trust Indenture dated as of September 15,2002 (the
“Indenture”), between the Authority and U.S. Bank, N.A., as Trustee for the Bonds {the
“Trustee”), and by a leasehold deed of trust (the “Deed of Trust™) encumbermg the
Borrower’s interest in the Property; and : »
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WHEREAS this Agreement will require the Borrower to make payments in
=amounts -and at times sufficient, when combined with the payments made by the
“Borrower under the Lease, to pay the principal of and premium, if any, and interest on the
Bonds when due; and

WHEREAS the Authority and the Borrower intend to restrict the use of the
Property as pr0v1ded herein to comply with State law and to preserve the exclusion from
gross income for federal income tax purposes of interest on the Bonds; and

WHEREAS,-- in _order to secure the payment of all the principal of and premium, if
any, and interest on the Bonds, the rights of the Authority arising under this Agreement
(with certain exceptions and reservations described in Article X) will be assigned to the
Trustee, without recourse, for th__é benefit of the Bondowners; and

WHEREAS, the execution and delivery of this Agreement, the assignment of this
Agreement to the Trustee and the issuance of the Bonds have been in all respects duly
and validly authorized by the. Authonty pursuant to Resolution No. 343 adopted July 18,
2002 (the “Resolution™);

NOW, THEREFORE, in consideration of the mutual covenants hereinafter
contained, the parties hereto covenant and agree as follows, and the Borrower does
hereby impose upon the Property the following covenants, restrictions, charges and
easements, which shall run with the land and shall be binding and a burden upon the
Property and all portions thereof, and (except as otherwise provided in Section 9.07)
upon any purchaser, grantee or lessee of any portion of the Property and any other person
or entity having any right, title or interest therein and. upon the respective heirs,
executors, administrators, devisees, successors and asmgns of any purchaser, grantee or
lessee of any portion of the Property and any other person or entity having any right, title
or interest therein, for the Iength of time that this Agreement shall be in full force and
effect.
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ARTICLE I

Definitions and Interpretation

_~Seetion 1.01 Definitions. Unless otherwise expressly provided herein or unless
the context clearly requires otherwise, the terms defined above shall have the meanings
set forth above. and-the following terms shall have the respective meanings set forth
below for the putposcs hereof. Capitalized terms not defined herein shall have the
meanings giveh them in the Resolution and in the Indenture.

“Act” means chﬁpter--BS_:SE of the Revised Code of Washington, as amended.

“Adjusted Net;:O}:_)eratin_g' Income” means Project Revenues other than Insurance
Proceeds (but including proceeds of business interruption insurance), Condemnation
Awards, refundable security deposits, and less Operating and Maintenance Costs.

“Bondowners” means the Owners of the Bonds as defined in the Indenture.

“Bonds” means the Hoﬁsfﬁg--" _'_Revénue Bonds, 2002 (Bayview Apartments
Project), of the Authority in the ‘principal amount of $1,450,000 issued under the
authority of and for the purposes provided in the Resolution.

“Code” means the Internal Revenue -Code of 1986, as amended, together with
corresponding and applicable provisions of ‘the Internal Revenue Code of 1954, as
amended, as such statutes apply to the Bonds, and.-together with corresponding and
applicable final, temporary or proposed regulations and. revenue tulings issued or
amended with respect thereto by the Treasury Department ot Internal Revenue Service of
the United States. All references herein to sections, paragraphs or other subdivisions of
the Code or the regulations promulgated thereunder shall be deemed to be references to
correlative provisions of any successor code or regulations promulgated thereunder.

“Continuing Disclosure Agreement” means the Continuing Disclosure Agreement
between the Borrower and the Trustee, as Dissemination Agent, relatmg to the Bonds, as
such agreement may be supplemented or amended.

“Coverage Ratio” means the ratio of Adjusted Net Operating Income to Requ1red
Net Debt Service. e .

“Date of Issue” means the date on which the Bonds are issued and dehvered to the :
initial purchasers thereof. :

BRI
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““Deed of Trust” means the Leasehold Deed of Trust, Assignment of Rents and
Leases Security Agreement and Fixture Filing under which the Borrower is the grantor
“and the Trustee is the beneficiary, constituting a lien on the Borrower’s interest in the
Property

o “Dwelhng Umts means the residential living units within the Property.

“Extended' Use Agreement” means the Regulatory Agreement (Extended Use
Agreement) requlred by the Washington State Housing Finance Commission under its
Low Income Housmg Tax Credit Program.

“Extraordmar’y.:'Ma'l'ﬁten-ance Expenses” means the cost of those unforeseen
repairs and improvements, and other expenses, that are necessary, in the opinion of the
Borrower (or, if a Trustee has appointed a receiver for the Property, in the opinion of that
Trustee or its agent), for the viability of the Property.

“Fiscal Year” means the.ﬁseérl'”year of the Borrower, initially the period from the
Date of Issue to December 31, 2002 -and the 12-month period ending on December 31 of
each year thereafter. A

“Functionally Related and Subordinate” means and includes facilities for use by
residents; for example, laundry facilities, parking. areas, hallways and recreational
facilities, provided that the same are of a character and size commensurate with the
character and size of the Property.

“Hazardous Substances Agreement” meahs - coHectively, the Hazardous
Substances Warranty/Indemnity Agreements between the Borrower and the Trustee and
the Borrower and the Authority, relating to the use of the Property by the Borrower.

“Indenture” means the Trust Indenture between the Auth:o__rlty and the Trustee
dated as of September 15, 2002, relating to the Bonds. e :

“Investor Limited Partner” means Key Community Development Corpora‘oon as
the investor limited partner under the Partnership Agreement or any other person who is
admitted as an Investor Limited Partner under the terms of the Partners__h1p Ag_reement

“Lease” means the Lease Agreement between the Authority and the'Bo'rrower
providing for the lease of the Property by the Authority to the Borrower as Such
agreement may be supplemented or amended. S 3
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. " “Lease Payments” means the payments required or permitted to be made under
i the Lease and allocable to the payment of principal of and/or interest on the Bonds.

Loan means the loan by the Authority to the Borrower of $677,700 of proceeds
of the Bonds 10 provide a portion of the financing for the Project, including money
requlrec_i tp fund a reserve for the Bonds and to pay costs of issuing the Bonds.

“Loan Documents” means this Agreement, the Lease, the Indenture, the
Continuing Disclosure-‘Agreement, the Deed of Trust, the Hazardous Substances
Agreement, UCC Financing Statements and any other document relating to the Loan to
which the Borrower is -a'party-or to which it has consented in writing.

“Loan Payments means the payments required or permitted to be made under the
Loan and allocable to the payment of principal of and/or interest on the Bonds.

“QOccupancy Date” iheans the. later of the Date of Issue or the first date on which
at least 10% of the Dwelling Units in the Property are occupied.

“Operation and Maintenancé COStS means all necessary costs to the Borrower of
operating and maintaining the Property, including but not limited to administrative and
general expenses, costs of insurance- (including. reasonable contributions for self-
insurance reserves, if any), consultlng andtechnical services and repairs and
replacements (to the extent not properly c1a551ﬁable ‘as capital costs) and reasonable
reserves therefor, but excluding depreciation {or reserves therefor), amortization of
intangibles or other bookkeeping entries of a similar natiiré and debt service on the Bonds
and any other obligations of the Borrower relating to the:Property. For purposes of
computing the Coverage Ratio, Operation and Maintenance Costs shall not include
Extraordinary Maintenance Expenses, payments inliéu of.taxes, or costs paid from
reserves, Insurance Proceeds or money disbursed from the PI‘O_]eCt Fund maintained
pursuant to the Indenture. :

“Owner” means the owner of the Bonds reglstered as such on the registration
books maintained by the Bond Registrar. o

“Partnership Agreement” means the Amended and Restated L1m1ted Partnershlp
Agreement of AHA-Bayview Apartments Limited Partnership, a Washmgton limited
partnership, dated as of September 26, 2002, as such agreement may- be amended or
supplemented. : :

“Permitted Encumbrances” means, as of any particular time, the following liens
and encumbrances against the Property: this Agreement; the Lease; the Extende;_l_ Use :
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' ."'.A-grée'r'nent; the Deed of Trust; the State Deed of Trust; the State Regulatory Agreement;
. and a-ll'jotjhe_r liens and encumbrances approved in writing by or in favor of the Authority.

“Pro_]ect means, depending on the context, (i) the acquisition and rehabilitation
of a 46-unit apartment complex known as the Bayview Apartments located at 810 29"
Street, Anacortes ‘Washington, and the rental of at least 50% of the dwelling units therein
to low-income persons or (i1) the Bayview Apartments.

“Prope_rty ___’m_ea-n’s___the land and improvements constituting the Project, legally
described in Exhibit A hereto, and all buildings, structures, fixtures, equipment and other
improvements now .or hereafter constructed or located thereon.

“Qualified Tenants” rf;cans and includes individuals and families of low or
moderate income determined in a manner consistent with determinations of lower-income
families under Section 8 of the Umted States Housing Act of 1937, as amended, except
that the percentage of area median’ gross income which qualifies as low or moderate
income shall not exceed 60% and .such calculation shall be adjusted for family size.
Occupants of a unit are considered individuals or families of low or moderate income
only 1f their adjusted income (computed in the manner prescribed by the Treasury
Regulations) does not exceed 60% of the median gross income for the area. However,
occupants of a unit shall not be considered Qualified Tenants if all the occupants are
students (as defined in Section 151(c)(4} of the Code), none of whom is entitled to file a
joint income tax return. The method of determining low or moderate income in effect on
the Date of Issue will be determinative, even' lf such method 18 subsequently changed.

“Regulatory Period” means, unless thlS Agreemem 1s modified or terminated
sooner as provided herein, the period commencing on the Date of Issue and ending on the
later of the date the Bonds are no tonger Outstanding ot the date that is 20 years after the
Date of Issue. :

“Required Debt Service” means the amount required to pay principal of and
interest on the Bonds when due, including amounts required- for the mandatory
redemption of Bonds pursuant to Section 3.2(2) of the Indenture.. :

“Required Net Debt Service” means, for any period, Required____ Debt Service plus
Trustee Fees for that period, less known earnings for that period on .amounts in the
Reserve Account, to the extent not required to replenish the Reserve- Account to the
Reserve Requirement. : :

“Resolution” means Resolution No. 343 of the Authority authorizing the 1ssuance o
of the Bonds. R
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"“’State” means the state of Washington.

“State Deed of Trust” means the leasehold deed of trust encumbering the
Partnershlp s mterest in the Property securing payment of the State Loan.

“State Loan ‘means the loan in the amount of $1,000,000 from the State Office of
Housing to the Partnershnp relating to the Project.

“State Regulatory ‘Agreement” means the low income covenant agreement
between the State and-the -Authority executed in connection with the State Loan and
relating to the use of the PI‘O_}BCE

“Transferee” means__ any: person to whom the Borrower sells, transfers to or
disposes of its interest in the Property or any portion thereof (other than by entering into a
residential agreement for individual resident use as contemplated in this Agreement),
including a “related person” pursuant té the provisions of Section 267 or 707(b) or under
Section 1563(a) of the Code. A

“Treasury Regulations” means the regulations of the Department of the Treasury
under the Code. :

Section 1.02  Resolution of Conflictirig-Provisions. If any of the provisions of
this Agreement (including the definitions of terms herein) conflict in any respect with
those in the Indenture and cannot be reconciled, the pI‘OVISl()IlS in the Indenture shall
control over provisions in this Agreement. :

Section 1.03  Govemning Law; Venue. ThIS Agreement is-governed by and shall
be construed in accordance with the laws of the State and shall be liberally construed so
as to carry out the purposes hereof. Except as otherwise required by applicable law, any
action under this Agreement shall be brought in the Superior Court of the State in and for
Skagit County and/or in the United States District Court for the Westem District of
Washington in Seattle, Washington.

ARTICLE I

Representations and Warranties

Section 2.01  Representations and Warraniies of the Authority. As of the date o
hereof, the Authority hereby represents and warrants as follows: o

MR
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_ (a) The Authority is a public body corporate and politic of the State, duly
' orga:mzed and validly existing under and pursuant to the constitution and laws of the
State, and’ ‘has tull power and authority under the Constitution and laws of the State to
enter into- the’ transactions contemplated on its part by this Agreement, the Lease, the
Indentu_re and the Resolution, and to carry out its obligations hereunder and thereunder.
By the ‘Resolution, the Authority has duly authorized the execution and delivery of this
Agreement, the Lease and the Indenture, the sale, issuance, execution and delivery of the
Bonds, and the- performance of its obligations under this Agreement, the Lease, the
Indenture and the Bonds

(b) Neith’ér_.:' ‘_L_he"""Aﬁthority’s execution and delivery of the Bonds, the
Indenture, this Agreement or the Lease, the Authority’s consummation of the transactions
contemplated on its ‘part heréby’ and thereby, nor the Authority’s fulfillment of or
compliance with the terms and. conditions or provisions of the Bonds, the Indenture, this
Agreement or the Lease conﬂlcts with or results in the breach of any of the terms,
conditions or provisions of any constltutlona} provision or statute of the State or of any
agreement, instrument, judgment, order or decree to which the Authority is now a party
or by which it is bound, or constitutes- a default under any of the foregoing, or results in
the creation or imposition of any lien; charge or encumbrance of any nature upon any
property or assets of the Authority prohrb:ted under the terms of any instrument or
agreement. :

{c) There is no litigation pendlng or, to the best of the Authority’s knowledge,
threatened against the Authority questioning the Authority’s execution, sale, issuance,
delivery or payment of the Bonds, or the Authority’s €xecution, delivery or performance
of its obligations under this Agreement, the Lease or the Indenture, or the organization,
powers or authonity of the Authority, or the right of the’ ofﬁcers of the Authority to hold
their respective offices. : -

(d) Simultaneously herewith, the Authority’s nghts t1tle and interests in and
under this Agreement will be assigned and conveyed to the Trustee . (Wlth certain
reservations and exceptions described in Article X)), without r__eqour_s_;e as security for
payment of the principal of and premium, if any, and interest on thé'B‘Onds 4

(e) The Authority had full legal authority to become and has full ]egal
authority to act as the general partner of the Borrower. i,

Section 2.02 Representations and Warranties of the Borrower. Asz--'of-- the' date
hereof, the Borrower hereby represents and warrants as follows: R
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: - (@) The Borrower (1) is a limited partnership duly organized under the laws of
: the State, (2) is qualified, licensed and authorized to conduct affairs in the State; (3) has

" full power-and authority to lease and operate the Property, to carry on its business as now
conducted and to enter into the Loan Documents to which it is a party; and (4) has duly
authorlzed the executlon and delivery of the Loan Documents to which it is a party by
proper Borrower gction. The Loan Documents to which the Borrower is a party
constitute or Wlll upon their execution constitute valid and legaily binding obligations of
the Borrower, enforceable in accordance with their terms, except as may be limited by
laws relating to bankruptcy, insolvency, reorganization or moratorium or other similar
laws affecting cred1t0rs rights, and by public policy, principles of equity and the
discretion of any court.”” .-

{b) Neither the Borrower’s execution and delivery of the Loan Documents to
which it is a party and the Borrower s consummation of the transactions contemplated by
the Loan Documents, nor the Borrower’s fulfillment of or compliance with the provisions
of the Loan Documents conflicts w1th violates or will result in a material breach of any
of the material terms, cond1trons or-provisions of any Borrower restriction or any
agreement, instrument, statute, go_ve_mm_ental rule or regulation, court order, judgment or
decree to which the Borrower is-now a-party or by which it or any of its property is
bound, or constitutes a material default under any of the foregoing which has not been
waived or consented to in writing by the appropriate party or parties, or results in the
creation or imposition of any lien, charge, security interest or encumbrance of any nature
whatsoever upon any of the property or assets of the Borrower prohibited under the terms
of any such restriction, agreement, instrument, _st_a_tute governmental rule or regulation,
court order, judgment or decree. The Borrower. will'not execute any other agreement
with provisions contradictory to, or in opposition to the prov1srons hereof throughout the
Regulatory Period. - -

(c) To the best of the Borrower’s knowledge the proceeds of the Bonds to be
lent to the Borrower hereunder, together with any other funds to'be contributed by the
Borrower in accordance with this Agreement and by other parties, will be sufficient and
will not exceed the amount necessary to pay costs of rehabrlltatlng the PI‘O_]eCt and the
costs of issuing the Bonds. : -

(d) There is no litigation pending or, to the best of the Borrower 5 knowledge
threatened against the Borrower affecting its ability to accomplish the PIOJect or the
performance of its obligations under the Loan Documents. :

(¢)  No consent, approval, authorization or order of any governmental 'quy"i_g :
required to be obtained by the Borrower for the execution and delivery of the F:oan
Documents to which it is a party, the fulfillment of and compliance with the provisions of." -
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- 'the’Loan Documents, or the accomplishment of the Project, except such as have already

. been obtained or will be obtained in a timely manner and except such as may be required

“under federal and state securities laws in connection with the purchase of the Bonds by
the 1n1t1al purchaser thereof.

h (t) The Borrower has or will have a valid leasehold interest in the Property
and the :'structu__r_jes thereon and personal property included therein, and there are no liens
or encumbrances-against such property other than Permitted Encumbrances.

(g)  The information and documents submitted to the Authority in or with the
Borrower’s apphcatlon for financing and any supplements thereto were true and complete
in all material respects on the date of submission and will be true and complete in all
material respects on the: Date of Issue

(h) All tax returns (federal state and local) required to be filed by or on behalf
of the Borrower have been filed, and all taxes, if any, shown thereon to be due, including
interest and penalties, have been pald ‘except such, if any, as are being actively contested
by the Borrower and as to Wthh adequate reserves have been made for the payment
thereof.

(i) The average maturity of the Bonds does not exceed 120% of the
reasonably expected weighted average economlc llfe of the portions of the Project
financed with the proceeds of the Bonds. ' :

) Any expenditures that the Borrower-has héretofore made for purposes of
accomplishing the Project and for which the Borrower will seek reimbursement from
Bond proceeds were paid or incurred after August 19, 2001, the date that is 60 days prior
to the date upon which the Authority passed a resolutlon of intention agreeing to issue the
Bonds for the purpose of financing the Project costs, in antlclpatlon of the issuance of the
Bonds and reimbursement from the proceeds thereof.

(k) At least 95% of the net proceeds of the Bonc.ié= Wheﬁ ‘used to acquire the
Project and/or to make a loan to the Borrower, will be used to provide “qualified
residential rental property” within the meaning of Section 142(d) of the Code

H The Borrower will take all action necessary to ensure that the Property is
used exclusively as “qualified residential rental property” within the meanmg of Sectlon
142(d) of the Code. : S

(m)  The portions of the Property financed with proceeds of the Br.)nds__Wi'ljlibe -
leased by the Borrower, and, except as and to the extent described in the Tax Exemption:’ -

-10-
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' ."':(___J.er[:iﬁ'cate executed or to be executed in connection with the issuance of the Bonds, the
. Borrower will use the portions of the Property financed with proceeds of the Bonds for

" thé purposes contemplated hereby, and no such portion of the Property is (or is expected
to be) used by the Borrower for any other purpose.

(n) ';___The proceeds of the sale of the Bonds to be lent to the Borrower will be
devoted to and-used-with due diligence solely for the purpose of paying, or reimbursing
the Borrower for,“costs of rehabilitating, improving, installing and equipping the
Property, paymg costs of 1ssu1ng the Bonds, and funding a debt service reserve for the
Bonds. :

(0)  Monéy on déposit in any fund or account with the Trustee in connection
with the Bonds, whether or not such money was derived from proceeds of sale of the
Bonds, will not be used by or under the direction of the Borrower or any user of the
Property in a manner that would cause the Bonds to be “arbitrage bonds™ within the
meaning of Section 148 of the Code; as the same exists on this date or may from time to
time hereafter be amended, - supplemented or revised, and the Borrower specifically
agrees that the investment of meney in-any fund created by the Indenture shall be
restricted if necessary to prevent the Bonds from being “arbitrage bonds™ under the Code.

{(p}  The Borrower’s tax certifications to be delivered to the Authority and
Bond Counsel on the Date of Issue will be true-and correct as of the Date of Issue, and
will not contain any material misrepresentation-or omit any information necessary to be
contained therein for the purpose for which S-ubh cert-i'f' 'Cations are delivered.

(q)  No more than 2% of the proceeds of the Bonds will be used to pay costs of
issuance of the Bonds within the meaning of Sectlon l47(g) of the Code.

(r) Less than 25% of the proceeds of the Bonds w1lI be used (directly or
indirectly) for the acquisition of land or any interest therein, and no portion of the
proceeds of the Bonds will be used (directly or indirectly) for: the aoqu1s1t10n of land (or
an interest thereon) to be used for farming purposes. A

(s)  No proceeds of the Bonds will be used for the acquisition of any property
(or an interest therein) unless the first use of such property is pursuant to such acquisition
or unless rehabilitation expenditures (within the meaning of Section 147(6)(3) of the
Code) are paid or incurred with respect to a building (and equipment which was part of
an integrated operation contained in the building before its acquisition), in”an-amount
equal to or exceeding 15% of the portion of the cost of acquiring such- buﬂdmg orF

facilities financed with proceeds of the Bonds, not later than the date which is. two years T

after the later of the date of acquisition of the Property or the Date of Issue.

-11-
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¢ ~(ty..  Not more than 3% of the net proceeds of the Bonds (or the portions of the

Property financed with proceeds of the Bonds) shall be used, directly or indirectly, for

y “private business use” within the meaning of Section 141 of the Code other than use
bY"-th_'@ B'Orrbw_e:ér- for the purposes contemplated by the Resolution and this Agreement.

() No proceeds of the Bonds will be used to finance or refinance any
airplane, skybox or-other private luxury box, health club facility, facility primarily used
for gambling, or store, the principal business of which is the sale of alcoholic beverages
for consumption off premises.

(v)  The Borrowér will not permit the Property to be used or the proceeds of
the Bonds to be invested in.such a manner as to cause the Bonds to be considered
guaranteed (in whole orin part) by the United States (or by an agency or instrumentality)
within the meaning of Section 149(b) of the Code.

(w) The Borrower will p'rp;.ride to the Authority prior to the Date of Issue the
information required to complete an IRS Form 3038 with respect to the Bonds.

(x) To the best of the Borrower’s knowledge after due inquiry and due
consultation with the Borrower’s counsel and Bond Counsel, there are no facts or
circumstances existing which have resulted or would result in the interest on the Bonds
being or becoming includable for federal i mcome tax purposes in the gross incomes of the
owners of the Bonds. -

(v} There is no issue of tax-exempt obhganons that has been, or will be, sold
or issued at substantially the same time as the Bonds, the payment of the principal of or
interest on which is secured, directly or indirectly, by any obhgatlon of the Borrower.

(2) The Borrower will take such action or actl:ons, 1nc1u__d1ng being a party to
or consenting to such amendments of this Agreement, the Lease, the Deed of Trust and
the Indenture or such other documents pertaining to the Bonds, as may be necessary, in
the opinion of Bond Counsel, to comply fully with all applicable rules, rulings,
regulations policies, procedures or other official statements promulgated or proposed by
the Internal Revenue Service pertaining to obligations the interest on whlch is‘excludable
from gross income under Section 103 of the Code, and which pertain to the Bonds. .

(aa) In addition, to ensure compliance with the requirements of Se’t’:ti_onf 42 of
the Code, the Borrower hereby represents, covenants and warrants that at least 95% of the:
proceeds of the Bonds will be used exclusively to pay costs which (i) are (A) capital -
expenditures (as defined in Treasury Regulation Section 1.150-1(a)} and (B) not made for”

-12-
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i the acquisition of existing property, to the extent prohibited in Section 147(d) of the
- Code, and (ii) are made exclusively with respect to a “qualified residential rental project”

" within the’ meaning of Section 142(d) of the Code (“Qualified Project Costs”) and that for
the: greatest number of buildings the proceeds of the Bonds shall be deemed allocated on
a pro rata-basis to each building in the Project and the land on which it is located so that
each bulldlng and the land on which it is located will have been financed 50% or more by
the proceeds of the- Bonds for the purpose of complying with Section 42(h)(4)(B);
provided, however, the foregoing representation, covenant and warrant is made for the
benefit of the Borrower and its partners and neither the Trustee nor the Authority shall
have any obligation to énforce this statement nor shall they incur any liability to any
person, including w1th0ut limitation, the Borrower, the partners of the Borrower, any
other affiliate of the Borrower or the holders of the Bonds for any fatlure to meet the
intent expressed in the foregoing representation, covenant and warranty.

~ ARTICLE Il

Issuance bf Obii"gations Loan to the Borrower;
Loan Payments leltatlon of Liability

Section 3.01 Authonzanon to Issue Bonds. The Authority agrees to sell, issue
and cause the Bonds to be delivered to the initial purchasers thereof for the purpose (in
part) of providing all or part of the funds requiréd.te accomplish the Project, to fund a
reserve for the Bonds and to pay the costs of 'issuin'g the Bonds. The Borrower hereby
approves the sale, issuance and delivery of the Bonds and ail the terms and provisions of
the Indenture, the Lease and this Agreement; mcludmg the assignment to the Trustee,
without recourse, of the Authority’s rights, title and interests.in and under this Agreement
(with certain exceptions and reservations noted in Article X) and the Lease (with certain
exceptions and reservations noted therein). :

Section 3.02 Loan to the Borrower. The Authority hereby .agrees to lend to the
Borrower the principal sum of $677,700 derived from the proceeds of the sale of the
Bonds, and the Borrower agrees to borrow that sum from the Authonty pursuant to this
Agreement, all for the purpose of financing a portion of the costs: of the PrOJect funding a
reserve for the Bonds and paying costs of issuing the Bonds. : :

Section 3.03  Loan Pavments: Costs of Issuance.

(a) The Borrower agrees to repay the Loan, together with interest thereon; in
Loan Payments delivered to the Trustee in immediately available funds in amounts that"
shall be sufficient, together with Lease Payments and other money, if any, in.the Bond
Fund, to pay in full all of the principal of and premium, if any, and interest on the Bonds:* -

-13-
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* 10°days in advance of the date on which the same shall come due, whether at maturity,
. earlier redemption or acceleration pursuant to the Indenture. If at any time the Trustee
" withdraws: money from the Reserve Account to pay debt service on the Bonds, the
Borrower shall immediately deliver to the Trustee an amount sufficient, together with the
amount_ dehvered pursuant to Section 5.1 of the Lease, to replenish the Reserve Account
to the Reserve_ Requirement. Any amounts so delivered to the Trustee shall be credited
against the Loan Payments. The ratio of Loan Payments to the sum of Loan Payments
and Lease Payments shall be the ratio of the principal amount of the Bonds used to make
the Loan to the total orlglnal principal amount of the Bonds (i.e., $677,700 to
$1,450,000). e

(b) The Borrower shail pay all costs of issuing the Bonds in excess of the
amount of proceeds of the Bonds used for that purpose.

{c) The Trustee shall apply all amounts delivered to it pursuant to paragraph
(a) of this section for depOSIt into the Principal and Interest Account and the Reserve
Account for the Bonds as required. under the Indenture. The Borrower shall designate to
the Trustee in writing the purpose for whlch any other money delivered by the Borrower
to the Trustee pursuant to this Section 3 .03'1s so delivered.

(d)  All payments of the ﬁnal installment(s) of principal of and interest on the
Bonds made from money in the Reserve Accouii_t-._pursuant to Section 4.3(2)(c) of the
Indenture shall be credited against the amounts due under Section 3.03(a).

Section 3.04 Prepayment of Loan Pavments -The Borrower, at its option, may
pay the remaining balance of the Loan or any part thereof:i in advance at the times and
prices and after notice to the Authority and the Trustee and wlth subsequent notice to the
Bondowners, in the manner provided in the Indentire; the  Bonds and the Loan
Documents. Subject to the proviso in paragraph 3.03(c), any such prepayment shall be
on a pro rata basis with prepayment of Lease Payments pursuant:io Section 5.2 of the
Lease, so that the ratio of the Borrower’s Loan Payments to the total debt service on the
Bonds remains unchanged. :

Section 3.05 Payments Required Upon Acceleratioﬁ';.-.":_' “In" the “event of
acceleration of payment of the principal of and interest on any of the Bonds, the
Borrower shall pay to the Trustee an amount sufficient, together with-accelerated Lease
Payments and other money held by the Trustee under the Indenture (but not 'in'c"luding
money in the Rebate Fund), to pay the entire principal of and accrued mterest on’ the
Bonds so accelerated to the date of payment. o :

-14-
?I||||I|!I||II\I\|IHI|!IIIVIUI}!IMI\I!BI!I!IﬂHII!l

Skaglt County Audttor
9/27/2002 Page 19 of 51 4:29PM




_ Sectron 3.06 Rebate Deposits. The Borrower covenants and agrees to pay or
/ 'cause to be paid to the Trustee or the Authority, as applicable, to the extent not paid

" pursuant te Section 3.4 of the Lease, for delivery to the Internal Revenue Service, within
10 days of receipt by the Borrower of a written demand from the Trustee or the Authority
therefor, such amounts as have been determined pursuant to the Indenture or otherwise to
be necessary o ‘be delivered to the Internal Revenue Service as a rebate amount for the
Bond proceeds (and for other amounts treated as “gross proceeds” of the Bonds) pursuant
to Section 148 of the Ceode (the “Rebate Amount™). If the conditions to the six-month
expenditure exceptlon to the arbitrage rebate requirement set forth in the Tax Exemption
Certificate of the Authonty are not met, the Borrower shall determine or cause to be
determined in accordance. with written instructions of Bond Counsel delivered to the
Borrower and the Authonty frem time to time, the Rebate Amount attributable to the
Bonds.

Section 3.07 Payments to Authority. The Borrower will pay, to the extent not
paid pursuant to Section 5.5.0f the Liease, within 10 days of a request from the Authority
therefor, all expenses incurred by, the-Authority under the Indenture, including but not
limited to the fees and expenses of the Trustee and the costs of calculating Rebate
Amounts, if any (including the fees of the Rebate Analyst, if any), and of enforcing the
provisions of the Indenture, the Le_ase; the Deed of Trust, the Hazardous Substances
Agreements or this Agreement. In particular, 1f, solely by virtue of its pledge of General
Revenues to payment of the Bonds and not by virtue of its obligations to the Borrower
pursuant to the Partnership Agreement, the Autht)rity’uses its General Revenues to pay
any debt service on the Bonds, the amount so used shall be credited against amounts, if
any, owed by the Authority to the Borrower. pursuant to- the Partnership Agreement.
After any such amounts have been paid, the balance of the amount of General Revenues
used to purchase or pay debt service on the Bon__ds shall’ ot be credited against the
Borrower’s obligation to pay the Loan or to pay rent under the-Lease, and shall remain
payable to the Authority. The Borrower acknowledges that it has, the sole obligation to
pay the fees and expenses of the Trustee under the Indenture

In addition, if the Authority ceases to be the sole general partn'er of the Borrower,
the Borrower shall pay to the Authority for each calendar year during the Regulatory
Period, to the extent not paid pursuant to Section 5.5 of the Lease; begmnmg with the
calendar year in which the Authority ceases to be the sole general partner of the
Borrower, a fee in the amount of the actual cost to the Authority -of ‘monitoring the
Borrower’s compliance with Section 7.07 of this Agreement. Such fee shall be payable
immediately upon the removal of the Authority as general partner of the Borrower and On
or before January 1 of each year thereafter. L
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. Section 3.08 Nature of Borrower’s Obligations; Limitation of Liability.

~ (a). . Notwithstanding anything herein to the contrary, (i) the obligations of the
Borrower to' make the Loan Payments and to perform and observe the other obligations
on"its part contamed herein and in the other Loan Documents shall be absolute and
uncondlt]onal and shall not be subject to diminution by setoff, counterclaim, abatement
or otherwise, (11) the:Borrower’s obligations to make payments and to perform any other
covenants or indemriities or meet any conditions hereunder and under the Lease and the
Deed of Trust shall-be secured solely by the property pledged hereunder or thereunder;
and (iii) no recourse "'s__hal_l" be had against any assets of the Borrower not so pledged, or
against any of the partners, officers, directors, members or employees of the Borrower in
their capacities as such, nor shall any recourse be had against any affiliate of the
Borrower, or against any partner ofﬁcer director, commissioner, member or employee of
any such affiliate. : R

(b)  The Borrower will-not.suspend or discontinue any payments provided for
in this Agreement, will perform and observe all of its other agreements contained in the
Loan Documents, and will not suspend the performance of its obligations thereunder for
any cause, including, without hr__rntmg_ -the generality of the foregoing, any acts or
circumstances that may constitute. failure of consideration, eviction or constructive
eviction, commercial frustration of purpose, any _change in the tax or other laws or
administrative rulings of or administrative actions"by the United States of America or the
State or any political subdivision of any of them, or any failure of any other party to
perform and observe any agreement, whether express or implied, or any duty, liability or
obligation arising out of or connected with the-. Loan Documents or the Bonds, whether
express or implied. ;

(c) The Borrower hereby waives, to the extént. permitted by law, any and all
rights it may now have or which at any later time may be conferred upon it, by statute or
otherwise, to terminate or cancel, or to limit its liability under, the provisions of the Loan
Documents relating to the use of the Property by the Borrower or ifs successors or
assigns, except in accordance with the express terms hereof or'ther'eo-f'."

Section 3.09 Replacement of Authority as General Partner The Borrower may
not replace the Authority as the sole general partner of the Borrower if no event of default
described in Section 7.1(1) of the Indenture has occurred unless the Borrower obtains an
opinion of Bond Counsel that the replacement of the Authornity as general partner w:111 not
cause a Determination of Taxability with respect to the Bonds. Nothing contained in this

Section 3.09 shall restrict the Investor Limited Partner’s nights to remove :--the"gf:_neraf :
partner of the Borrower in accordance with the provisions of the Partnership Agreemeént,
as long as the replacement general partner appointed by the Investor Limited Pariner does.” -

o
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' ."'g_ot,._in"the opinion of Bond Counsel, cause a Determination of Taxability with respect to
. thé Bonds. .

ARTICLE IV

Securnty for Bonds

To secure 1ts obhgatlon to make the Loan Payments and its other obligations,
agreements and covenants to be performed and observed hereunder, the Authority shall
cause the Borrower to_execute the Deed of Trust in favor of the Trustee for the benefit of
the Bondowners, and the Authorlty shall assign its rights hereunder to the Trustee for the
benefit of the Bondowners. The Borrower acknowledges such assignment.

The Borrower shall, at the request of the Authority, execute and cause to be filed
contemporaneously with the execufion of this Agreement, in accordance with the
requirements of the UCC, ﬁnancmg stdtements in form and substance satisfactory to the
Authority and the Trustee, and, from time to time thereafter, shall execute and deliver
such other documents (including, but not Timited to, continuation statements as required
by the UCC) as may be necessary or- reasonably requested by the Authority or the Trustee
in order to perfect or maintain perfected such seeunty interests or give public notice
thereof. 7

ARTICLEV -~ .~

Application of Proceedé,__ef Bonds '

Section 5.01  Application of Proceeds of Bonds. Thé Borrower agrees to apply
the proceeds of the Bonds lent to the Borrower hercunder. as descrlbed in the Resolution
and the Indenture. :

Section 5.02 Property to Be Kept Free From Liens. The Borrower will keep the
Property free from lens and claims of all kinds, whether or not ; supenor to the Deed of
Trust, except Permitted Encumbrances. :
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ARTICLE VI

Insurance; Damage, Destruction and Condemnation

Sectlon 6.01 Insurance. During the term hereof, the Borrower will maintain at
its sole cost. and expense liability insurance, business interruption insurance and insurance
against‘loss and/or damage to the Property and all equipment therein under a policy or
policies covering such risks as are ordinarily insured against by like organizations
engaged in like activities of comparable size and liability exposure. All insurance
required by this section shall be carried by insurers that are financially responsible and
capable of fulfilling the requirements of such policies. All policies evidencing insurance
shall be in the usual form aiid shall name the Borrower as the insured party or loss payee
and shall also name the Trustee as an insured party and loss payee. The Borrower shall
provide to the Authority and the Trustee copies of certificates from an insurance agent or
consultant indicating that the insurance required by this section has been obtained within
30 days after the end of each calendar. year after the date hereof, and shall provide copies
of the insurance policies providing : such coverage to the Trustee and the Authority before
the date hereof. The Trustee shall not be-responsible for the sufficiency or adequacy of
any such insurance policies or “for d_e_termmmg that such policies comply with the
requirements of this section. Neither the Authority nor the Trustee shall be required to
hold or maintain insurance policies. -

Section 6.02 Damage, Destruction, COndérﬁné;tion or Insured Loss of Title.

(a) The Borrower shall be obligatéd to continie to make the Loan Payments
even if the Property or the property therein is destroyed or damaged (in whole or in part)
by fire or other casualty, or if title to, or the temporary use of, the Property or the
property therein or any part thereof shall be condemned by any governmental body or any
Person acting under governmental authority, unless the Borrower shall have theretofore
caused all of the principal of and premium, if any, and interest on the Bonds to have been
paid or prepaid in full in accordance with their terms. Upon the occurrence of any such
event, the Borrower may direct the Trustee to call Bonds for mandatory redemption
pursuant to Section 3.2(3)(a) of the Indenture. o

(b) If Tnsurance Proceeds or a Condemnation Award is paid, the Borrower
shall forthwith notify the Authority and the Trustee of such fact and-of the amount of
Insurance Proceeds or Condemnation Award received by the Borrower, and shall deliver
such Insurance Proceeds or Condemnation Award to the Trustee for deposit in'the Prolect
Fund under the Indenture. Money in the amount of such Condemnation” Aiward ‘or
Insurance Proceeds shall be held by the Trustee in trust for a period not exceedmg 60 -
days for the purposes set forth in Section 6.02(c) or (d). - .
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_ (¢).. If the Borrower determines to restore the Property (such determination to
be made within 60 days after receipt by the Trustee of such Condemnation Award or
Insurance Proceeds), such Condemnation Award or Insurance Proceeds shall be used
exclusively for such purpose, and the Borrower shall so certify to the Authority and the
Trustee. ‘The Trustee shall disburse such funds to pay the costs of the reconstruction of
the Property in accordance with the procedures set forth in Subsection 4.4(2) of the
Indenture. In lgu-ch-ev_"ent, the date for completion of the Project set forth in Subsection
4.4(3) of the Indenture.shall be adjusted to reflect a reasonable date for completion of
such restoration, as" determmed by the Borrower and the Authority, but in no event later
than three years from the date of recelpt by the Borrower of the Condemnation Award or
Insurance Proceeds.” T

(d) If the Botrower determines not to restore the Property (the Borrower shall
make such determination if, in the opinion of the Borrower, repair could not be
completed within 18 months or the Festoration and repair of the Property would not be
economically practical or desirable), the Borrower shall so certify to the Authority and
the Trustee, and the Trustee shall transfer such Condemnation Award or Insurance
Proceeds to the Principal and Interest-Account in the Bond Fund under the Indenture to
be applied to the payment or mandatory redemption of the Bonds in accordance with the
provisions of the Indenture.

ARTICLE VIl *

Other Covenants of the_:B.o'I'r"(.)'we_r' _

Section 7.01 Maintenance of Existence. Thé"B_Qtroiver-'c-ovenants and agrees to
maintain its existence as a limited partnership duly qualified to do business in the State.

Section 7.02  Sale, Transfer or Assignment of Assets.- The Borrower agrees that
it will not voluntarily sell, assign or transfer all or substantially.all-of its interest in the
Property except in accordance with the Loan Documents and with the consent of the
Authority except that (i) the Borrower may sell the Property to the Authorlty pursnant to
the Option to Purchase, and (i1} limited partners of the Borrower may - transfer their
interests in the Borrower pursuant to the provisions of the Partnership Agreement For
purposes of this section, a change in the general partner of the Borrower shall-be deemed
to be a transfer of the Borrower’s interest in the Property. The Authority’s consent shall
not be unreasonably withheld and may be conditioned upon (a) reasonable -evidence:

satisfactory to the Authority that the Borrower is not then in default hereunder; (b) an -
opinion of Bond Counsel, delivered to the Authority »nd the Trustee, to the effect that the /
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' ."'gt_ran__s_.fér of the Property to the Transferee will not adversely affect the exclusion from
. gross-inicome of interest on the Bonds; (c)an opinion of counsel for the Transferee,

" delivered to'the Authority and the Trustee, to the effect that the Transferee has assumed
in writing and | in full all duties and obligations of the Berrower under this Agreement and
the- other- ‘Loan ‘Documents and that this Agreement and the other Loan Documents
constitute- lfzgal valid and binding obligations of the Transferee; (d) a determination by
the Authority. that the Transferee has the capacity to assume responsibility for the
management of .the Property and the payment of the Bonds, and with regard to any
project of the Transferee financed by the Authority, that (i) the Transferee is not now in
arrears On any payments ‘of fees due and owing to the Authority or in default under a
regulatory agreement, - (n) the Transferee does not have a documented history of
noncompliance with’ nonmonetary provisions of any regulatory agreement which are not
cured after notice thereof and within the applicable cure period or grace period, and
(iii} the Transferee does not have a documented history of failure to pay fees due and
owing to the Authority or other pubhc agencies or to the Trustee which are not paid
within a reasonable period- after notice thereof; and (¢) any other conditions which may
be reasonably imposed by the. Autborl.ty to ensure compliance with federal or State law.
Any sale, transfer or other disposition of-the Property in violation of this Section 7.02
shall be ineffective to relieve the Borrower of its obligations under this Agreement. The
Transferee shall provide to the Authotity and the Trustee copies of all instruments of
assumption referred to in item (c) above..

Nothing contained in this Section 7.02 shall restrict the Investor Limited Partner’s
rights to remove the general partner of the Borrower in'accordance with the provisions of
the Partnership Agreement, as long as the rep'iacément"géneral partner appointed by the
Investor Limited Partner does not, in the opinion of Bond Counsel cause a Determination
of Taxability with respect to the Bonds. S

Upon any transfer of the Property in compliéﬁce”wit’h" this Section 7.02, the
Trustee is authorized to execute any documents, 1nclud1ng amendments to any Loan
Documents, necessary to give effect to such transfer. o :

Section 7.03 Permitted Leases and Operating Contracts Sub;ec’( to Section 7.04
and to any further restrictions contained in the Loan Documents; thé Borrower may
sublease all or any part of the Property and the property therein or contract for the
performance by others of operations or professional services in the PrOperty, or any part
thereof, for any lawful purposes, provided that: g .

(a) The provisions of each such sublease or contract shall be c0n51stent w1th :
the provisions of the Loan Documents and the Bonds; .
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(b) The Borrower shall remain fully obligated and responsible under the Loan
; Documents to the same extent as if such sublease or contract had not been executed; and

. (c)’ . Each such sublease or contract (other than residential leases of individual
Dwelhng Umts) shall require the lessor or contracting party to comply fully with the
restrictions ‘imposed on the Borrower by its covenants contained in Section 7.07 and in
the Lease and the Deed of Trust.

Section 7.04. Maintenance of Facilities; Management Contract. The Borrower
covenants and agrees to carry on and conduct its business in an efficient manner at all
times; and to maintain, -preserve and keep substantially all of the Property in reasonable
repair, working ordef and-condition, reasonable wear and tear excepted. The Borrower
further covenants and .agrees. t__hat it shall at all times during the Regulatory Period
contract for the services of-a proféssional property manager for the Property (which may
be the Authority) and that, if the’ Authority is no longer the sole general partner of the
Borrower, it will obtain thé wntten consent of the Authority, which consent shall not be
unreasonably withheld, to the- appomtment of such property manager. Further, the
Borrower agrees that if the property manager fails to meet the performance criteria
established by the Authority, the Authority shall have the right, but not the obligation, to
appoint a new property manager (which may be the Authority) for the Property. Any
management contract or other contract relating to_the use of all or any portion of the
Property (other than individual tenant leases T . agreements) must be in form and
substance reasonably acceptable to the Authonty '

Section 7.05 Compliance with Laws:- _ With-respect to the Property and any
additions, alterations and improvements thereto, the Borrower covenants and agrees to
comply at all times with all applicable requirements of federal: and State laws and with all
applicable lawful requirements of any agency, board, ‘of commission created under the
laws of the State or of any other duly constituted pubhc authorlty, provided, however,
that the Borrower shall be deemed in compliance with this section so long as it is
contesting in good faith any such requirement by appropriate legal proceedings.

Section 7.06 Taxes and Other Governmental Charges. The Borrower covenants
and agrees to pay or cause to be paid all taxes and assessments. or other-municipal or
governmental charges, if any, lawfully levied or assessed upon or with réspect to the
Property, or upon any part thereof or upon any revenues therefrom, when the same shall
become due; provided, however, that the Borrower shall be deemed in compliance with
this section so long as it is contesting in good faith any such tax, assessment or other
governmental charge. a 0
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Sectlon 7.07 Use of Facilities. The Borrower hereby agrees that the Property is
/ to be owned, managed and operated pursuant to the Act at all times during the term of

" this. Agreement and throughout the Regulatory Period. To that end, the Borrower hereby
represents,-:' c_bv&_:nants and agrees as follows:

(a)” " that the Property is being acquired and/or constructed or rehabilitated for
the purpose of'pro'viding low-income housing under the Act and as “qualified residential
rental property”.as that term is used in Section 142(d) of the Code, and the Borrower
shall lease and operate the Property as a housing project containing Dwelling Units and
facilities Fun'c'tioneilly Related and Subordinate to such Dwelling Units in compliance
with the prowswns of the Act Section 142(d) of the Code and related Treasury
Regulations. A T

(b) that, atall-times during the Regulatory Period, Dwelling Units, together
with facilities Functionally.Related and Subordinate to those Dwelling Units, used
exclusively by Qualified Tenants-shall occupy at least 50% of the interior space in the
Property or shall constitute at- least ::50% of the Dwelling Units in the Property, whichever
produces the larger number of Dwelling Units used by Qualified Tenants;

(c) that each Dwel]iné 'Urﬁ'.t in the Property shall contain complete and
separate facilities for living, sleeping;: eatlng, cookmg and sanitation for a single person
or family; :

(d) that, throughout the Regulatory Period, not more than 20% of the interior
space in any building constituting part of the Property that exceeds four stories in height
shall be commercial space; :

(e) throughout the Regulatory Period, that 'r;‘pi_iecif the Dwelling Units in the
Property shall at any time be used on a transient basis; that none of the Dwelling Units in
the Property shall be leased or rented for a period of less than six months; and that neither
the Property nor any portion thereof shall be used as a hotel, motel, dormitory, fraternity
house, sorority house, rooming house, hospital, sanitarium, nursmg ‘home or trailer park
or court, or by a cooperative housing corporation (as defined in: SeCtIOI} 216(b)(1) of the
Code); ' :

(H that once available for occupancy, each Dwelling Unit in the Property
shall be occupied by or available for residency on a continuous basis o qualified
members of the general public for the term of this Agreement and in comphance w1th
applicable Treasury Regulations, the laws of the State and this Agreement; : :
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(g) that substantially all (i.e., not less than 95%) of the Project constituting the

: Property shall consist of proximate bu11d1ngs or structures located on a single “tract” of

" land ‘which have similarly constructed Dwelling Units financed pursuant to a “common
plan” together with Functionally Related and Subordinate facilities which shall be owned
bY"-th’g:_'s__jémé_ .‘--‘p:érson” (as such terms are used in the Treasury Regulations) for federal tax
purposesy”, . -

(h)  that,if at any time during the Regulatory Period the Borrower is unable to
rent or lease’ the Dwelling Units designated in accordance with Sections 7.07(b) and
7.07(m) for use by Quahﬁed Tenants to such tenants, it will hold the unrented Dwelling
Units so designated vacant-until Qualified Tenants are found to occupy those Dwelling
Units, and that it WII] offer the unrented Dwelling Units so designated for occupancy by
Qualified Tenants;

(i) that it w111 use lts best efforts in good faith to maintain, at all times duning
the Regulatory Period, the hlghest percentage of Dwelling Units in the Property for
occupancy by Qualified Tenants, at. rents that are affordable by Qualified Tenants. For
purposes of this section, “rents” shall refer to that portion of the charges to residents
relating to their occupancy of a D_jwelhng Unit exclusive of charges for meals and other
supportive services, if any. The provisions of this paragraph are in addition to, and not in
substitution for, the provisions of paragraph (b) of this Section 7.07;

G that, throughout the Regulatory Period, it will obtain at the time each
Dwelling Unit is rented to a Qualified Tenant and annually thereafter and maintain on file
certifications or verifications of income. Such certifications and verifications of income
shall be in the form and manner required by the Treasury Regulations or in such other
form and manner as may be required by applicable rules, ré_gulations or policies now or
hereafter promulgated by the Department of the Treasury-or-the Internal Revenue
Service. Such forms shall contain information regarding the tenant’s anticipated income
for the taxable year immediately following the tenant’s initial occupancy in the Property,
which shall be subject to independent investigation and verification by the Authority.
Copies of such documentation shall be submitted to the Authority upon request or at the
times required by the Code. An annual rent roll and financial statement-for the Property,
together with copies of such documentation, shall be submitted to. the Authcmty pursuant
to Section 7.08;

(k) that it will obtain and maintain on file, with respect to each 'Qﬁéliﬁed
Tenant residing in the Property, the onginal documentation required in paragraph (])
above; o :
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(D) that it will permit any duly authorized representative of the Authority to
'i'ns'pect',_ during regular business hours and upon reasonable notice, the books and records
“of'the Botrower pertaining to the incomes of the Qualified Tenants who are residing or
have resuled in the Property; and

(m) that it will, at all times during the peried beginning on the Occupancy Date
and ending on the latest of (1} the date that is 15 years after the date on or after later of
the Date of Issue on ‘which 50% of the Dwelling Units in the Property are occupied,
(2) the first day o which no tax-exempt private activity bond (including the Bonds)
issued with respect 16 the Property is outstanding, or (3) the date on which any assistance
provided with respect to’ the Property under Section 8 of the United States Housing Act of
1937 tepminates,

(1) maint’ai=n--. at .:léaét_,.--40% of the Dwelling Units (rounded up to the next
unit) for occupancy by Qualified Tenants, and advise the Authority in writing
as to which units are to.be“"s'o' maintained and of any revision thereof;

(i)  reserve Dwelhng Umts for Qualified Tenants that have substantially
the same equipment and amenities (not including luxury amenities such as
fireplaces) as the other Dwellmg Units in the Property; and

(ili) reserve Dwelling Units for . Qualified Tenants that are not
geographically segregated and that aré of substantially the same size as other
units in the Property, unless otherw1se requlred to comply with a local housing
assistance program. : :

For the purposes of this Agreement, a Dwelhng Unit: occup1ed by an individual or
family who at the commencement of that occupancy is a’ Quahﬁed Tenant shall be treated
as occupied by a Qualified Tenant during such individual’s or family’s tenancy in such
unit regardless of the future income levels of such individual or family; moreover, a unit
shall be treated as occupied by a Qualified Tenant until occupied by another occupant, at
which time the character of the unit shall be redetermined.~ Notwithstanding the
foregoing, if during the period described in Section 7.07(m) a Qualified Tenant’s income
increases to an amount equal to or greater than 140% of the then current income limit for
Qualified Tenants and such tenant is required to be a Qualified Tenant for the
requirements of Section 7.07(m) to be met, the next available Dwelhng Umt shall be
rented to a Qualified Tenant. S

The provisions of this Section 7.07 shall remain in full force and e'f"‘fect' 'un'til the :
end of the Regulatory Period, regardless of whether or not the Bonds remain outstandmg =
throughout that period. s :
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_ ~"Section 7.08 Certificate of Compliance. The Borrower agrees to prepare and
" submit to the Authority on March 15 of each year after the Occupancy Date a certificate
of the Barrower certifying that it has complied in all respects with the requirements of
this . Amcle In addition, the Borrower shall file with the Internal Revenue Service, for
each year durmg the period described in Section 7.07(m), IRS Form 8703, which form
shall be fited by March 31 of the following year. Failure to file Form 8703 w1]1 not affect
the tax-exempt status.of the Bonds or constitute an Event of Default hereunder, but may
result 1n the impo'si"tioh' o'f a penalty by the Internal Revenue Service.

Section 7.09 No Discrimination. Except as otherwise required or contemplated
by this Agreement for-the purpose of providing housing for low-income individuals or
families, the Borrower shall not discriminate in the provision of housing on the basis of
race, creed, color, sex, national origin, religion, family status, age, disabiljty or the receipt
of public assistance or housing assistance.

Section 7.10  Notice of Default. The Borrower covenants and agrees to notify
the Investor Limited Partner, the Autherity and the Trustee immediately upon the
occurrence of (a) any event described in.Section 8.01(a); and (b) any event described in
Section 8.01(b) or 8.01(c) without regard to any cure periods mentioned therein which,
with the giving of notice or the passage of time or both, might constitute an Event of
Default hereunder, and shall state in such notlee the measures it intends to take with
respect thereto, if any. S

Section 7.11 Tax-Exempt Status of the Bonds. ‘It is the parties’ intention and
agreement that, pursuant to Section 103 of the Code, the interest paid on the Bonds shall
be excluded from gross income of the recipients of such iiterest for federal income tax
purposes. In order to confirm and carry out such mtentlon the Borrower covenants and
agrees (1) to provide such certificates, opintons of Bond C(_)unsel and other evidence as
may be necessary or requested by the Authority to establish the exemption of the Bonds
under Section 103 of the Code and the absence of -arbitrage expectation under
Section 148 and related sections of the Code; (2) acting alone or-with the Trustee or the
Authority, to file such information and statements with the Internal Revenue Service as
may be required to establish or preserve such exemption or as may’ be required by
Section 103 or related sections of the Code; (3)to comply with arbitrage rebate
requirements imposed with respect to the Bonds, including the requirement to calculate
and pay to the United States, at the sole expense of the Borrower, all. arbitrage rebate
amounts in the manner and at the times required by Section 148 of the Code; and (4)if
required to prevent a loss of the exclusion from gross income for federal.income tax:
purposes of interest on the Bonds because of any failure to meet applicable arbitrage -
rebate requirements under Section 148 of the Code, to nav on behalf of the Autho_'rity-the_.E B
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' penalty and interest thereon as provided in Subsection 148(f)(7)(C) of the Code. The

/ IBOrrow_e_r further covenants and agrees that it will not (a) take any action, (b} fail to take

" any.action-or (¢) make any use of the Property or the proceeds of the Bonds, which would
cause the interest on the Bonds to be or become includable in the gross income of the
Owners thereof (other than substantial users of the Property or any other property
fi nanced with, proceeds of the Bonds) for federal income tax purposes. Without limiting
the generahty of the foregoing, the Borrower further covenants and agrees that it will take
such action or.actions, including, without limitation, consenting and agreeing to
amendments to this Agreement or any of the other documents as may be necessary, in the
opinion of Bond Counsel, so that the Borrower and all subsequent owners of the Property
comply fully and continuously with the Code, as applicable to the Bonds from time to
time, and all applicdble rulés, tulings, policies, procedures, regulations or other official
statements promulgated or proposed by the Department of the Treasury or the Internal
Revenue Service pertaining to qualified residential rental property (as defined in the
Code), including, withodt'lijhit_atibn, the Treasury Regulations.

Section 7.12  Program -Investments. Neither the Borrower nor any Person
related to the Borrower shall purchase, whether pursuant to a formal or informal
arrangement, any bonds or other obligations issued by the Authority, if the purchase is in
an amount related to the amount of any purpose investments (such as this Agreement)
acquired by the Authority from the Borrower to carry out the Authority’s program of
providing housing to low-income persons. L

Section 7.13 Indemmification.

{(a) The Borrower covenants and agrees at 1ts expense, to pay and to
indemnify and hold the Authority and the Trustee and their commissioners, directors,
officers, agents and employees harmless of, from ‘and dgainst any and all claims,
damages, demands, expenses, liabilities and taxes of any character ‘or nature whatsoever
relating to the Loan, the Bonds or the Property, including, but not limited to, claims for
loss or damage to any property or injury to or death of any person, asserted by or on
behalf of any person and arising out of, resulting from, or in any, way'connected with the
Property, or the conditions, occupancy, use, possession, conduct or management of or
any work done in or about the Property or from the planning;. de51gn, acqulsltlon or
construction, rehabilitation, improvement and financing of the Property, or any part
thereof: or any untrue statement or alleged untrue statement of any material fact or the
omission or alleged omission to state a material fact necessary to make the s__tate_rnents
made in any statement, information or material furnished by or on behalf of the Borrower

to the Authority or the Trustee including, but not limited to, any information for use in:

any official statement used by the Authority in connection with the sale of the Bonds, not -
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' ."'nrlslezrding, provided that this covenant shall be subject to the provisions of
; Sect]on'l' 13(0)

_ (b) " The Borrower further covenants and agrees, at its expense, to pay and to
indemnmify- and ‘hold the Authority and the Trustee and their commissioners, directors,
officers, agents and employees harmless of, from and against all fees, costs, reasonable
counsel- fées, expenses and liabilities incurred in any action or proceeding brought by
reason of any clarm or demand described in Section 7.13(a). In the event that any action
or proceeding is brought against the Authority or the Trustee or their commissioners,
directors, officers, agents or employees by reason of any such claim or demand, the
Borrower, upon notic'e from the Authority or the Trustee, as applicable, covenants and

agrees to resist and defend such action or proceeding on behalf of the Authority or the
Trustee or their commissioners, directors, officers, agents or employees; provided that
this covenant shall be Sub]ect to the_ provisions of Section 7.13(c).

(c) The Borrower bhall not ‘be obligated to indemnify the Authority or the
Trustee or their commissioners, directors, officers, agents or employees in the
circumstances described in Sections 7.13(d) and 7.13(b) against liability for damages
arising out of bodily injury to persons or damage to property caused by the negligence or
willful and malicious acts of the Autho_ri"ty or the Trustee, respectively.

(d) The Bomrower covenants and agrees, at its expense, to pay and to
indemnify and hold the Trustee harmless of, from. and against all costs, reasonable
counsel fees, expenses and liabilities incurred without negligence or willful misconduct
by the Trustee and arising out of or in connection with ‘its acting as trustee and bond
registrar under the I[ndenture and this Agreement ot as beneﬁcrary under the Deed of
Trust. : :

(e) The provisions of this Section 7.13 are 's'uojeet to the provisions of
Section 3.08(a) and shall, to the extent permitted by law survive termination of this
Agreement.

(1) For purposes of this Section 7.13, the “Authority’.’ 'refers to':.the Authority
solely in its capacity as lender hereunder and as issuer of the- Bonds and not in its

capacity as general partmer of the Borrower.

Section 7.14 Covenants Run With the Land; Term.

(a) The Borrower represents and warrants that the issuance an'd:.--s'a:le'of the:

Bonds by the Authority and the lending by the Authority of a portion of the proceeds of -

the Bonds to the Borrower are necessary for the Project. The Borrower. hereby.: -
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“acknowledges that the restrictions, covenants and provisions contained herein are

ﬁeCe_s-sa_ry--tp ensure that (i) the Property will be operated to provide low-income housing
“in-accordance with the Act and (ii) the interest on the Bonds in the hands of the Owners
thereof remains excluded from gross income subject to federal income taxation pursuant
to -Section 103 of the Code. Therefore, the Borrower covenants, agrees and
acknowledges that the Authority and the Bondowners are the beneficiaries of this
Agreemienit, that the Authority has relied on this Agreement in determining to issue and
sell the Bonds and that the Bondowners have relied on this Agreement in determining to
purchase or otherW1se become the Owners thereof.

(b) The__Bt:rr’Oxver__hereby declares its express intent that the covenants,
restrictions, charges‘and easements set forth herein shall be deemed covenants running
“with the land throughout the Regulatory Period, and, except as otherwise provided in
Section 9.07, shall pass-te and-be binding upon the Borrower’s successors in title
including any purchaser, grantee or lessee of the Borrower’s interest in any portion of the
Property (other than lessees of individnal Dwelling Units) and any other person or entity
having any right, title or 1nterest theretn and upon the respective heirs, executors,
administrators, devisees, successors and assigns of any purchaser, grantee or lessee of the
Borrower’s interest in any portion of the Property (other than lessees of individual
Dwelling Units) and any other person or entity having any right, title or interest therein.
Fach and every contract, deed or other instrument hereafter executed conveying the
Borrowet’s interest in the Property or any portion thereof or interest therein (other than
leases of individual Dwelling Units) shall contain an express provision making such
conveyance subject to the covenants, restrictions, charges and easements contained
herein; provided, however, that any such contract, deed or other instrument shall
conclusively be held to have been executed, delivered and accepted subject to such
covenants, regardless of whether or not such covenants are set forth or incorporated by
reference in such contract, deed or other instrument, .

Section 7.15 Borrower’s Performance Under Indenture. The Borrower shall, for
the benefit of the Bondowners and the Trustee, do and perform-all acts and things that are
to be done or performed by it, cither directly on its own behalf or on behalf of the
Authority, under the terms of the Indenture, all of which terms are m(,orporated herein by
this reference. : S

Section 7.16 Compliance with Secondary Disclosure Red'ui'r_eihénts _of the
Securities and Exchange Commission. The Borrower has entered into.a__'-(?_onfi_nujng
Disclosure Agreement with the Trustee, as dissemination agent, pursuant to Rule 15¢2-

12(b)(5)(i) of the Securities Exchange Act of 1934, as amended. Failure of the Borrower -

or the Trustee, as the dissemination agent, to comply with its obligations under.the -
Continuing Disclosure Agreement shall not be considered an Event of Default hereunder - -

-28-

W

SKaglt County Audttor

9/27/2002 Page 23 of 51

4: 29PM



' ."or--"u_ndér the Indenture; however the Trustee, as the dissemination agent, may (and, at the
. request of the underwriter for the Bonds or the owners of at least a majority in aggregate

" principal ~amount of the Bonds Outstanding and upon receipt of satisfactory
mdemmﬁcatron for its fees, expenses and liability, shall) or any Owner may, take such
actions as'‘may. be necessary and appropriate, including seeking specific performance by
court or_der_ to cause the Borrower or Trustee, as the dissemination agent, to comply with
its obligations underthe Continuing Disclosure Agreement.

Section 7.17. Debt Service Coverage Ratio. The Borrower covenants and agrees
to operate the Property in such manner as to produce, in each Fiscal Year beginning on or
after January 1, 2004, a'Coverage Ratio of at least 1.10 to 1. The Borrower shall deliver
to the Authority on éach March 31, commencing March 31, 2005, a certificate in the form
set forth in Exhibit B hereto statmg whether the Borrower has maintained the Coverage
Ratio set forth herein. -

The failure of the Bor'r_'o_wer_ {6 maintain the Coverage Ratio set forth herein shall
not constitute an Event of Default under this Agreement.

Section 7.18  Advertising. - If so.requested by the Authority, the Borrower shall
include 1n any advertising, signs ‘or “promotional materials relating to the source of
financing for the Project a statement that the Pl‘O]eCt is financed in part with proceeds of
tax-exempt bonds issued by the Authority.

ARTICLEVIII -~

Events of Default; Réﬁledies

Section 8.01 Events of Default. Any one or more of the followmg events shall
constitute an “Event of Default” hereunder: : :

(a)  Failure of the Borrower to make any payment required to be made by the
Borrower under Section 3.03(a) when due, or to make any other paymert required to be
made by the Borrower under any other provision of Article [1I*or Section 7:13 of this
Agreement within 30 days after written notice of such failure has been dellvered to the
Borrower by the Authority or the Trustee; T '

(b) Except as otherwise provided herein, any other material failure on-the part
of the Borrower to perform or observe any of the other duties, provisions or obligations:
required of it pursuant to this Agreement, if such failure shall have continued for a period -
of 30 days after written notice thereof has been delivered to the Borrower by theE
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' ."'Au'th.ority or the Trustee, unless the Authority or the Trustee, as applicable, has
. determined that the Borrower is then taking steps reasonably calculated to cure such

* failure and the Trustee has received an opinion of Bond Counsel that such noncompliance
w111 not result in a Determination of Taxability; and/or

(c) The occurrence of any Event of Default under the Indenture, the Lease or
the Deed of Tr____L__lst.

Sectior_l"g'.'()?. 'R.e'r_r_ledies on Default. Upon the occurrence of an Event of Default
any one or more of the following steps may be taken:

(a) The A'uth:__ority;-- By written notice to the Borrower and the Trustee, may
declare the entire principal balance of the Loan (if not then due and payable) to be due
and payable immediately, and upon any such declaration the principal of the Loan shall
become and be immediately due and payable, together with all interest accrued thereon to
the date of such acceleration, anything in this Agreement to the contrary notwithstanding.
It is understood and agreed..that an’ acceleration of the Bonds shall constitute an
acceleration of the Loan, without ﬁlrther actlon by the Authority or the Trustee;

(b) The Authority shall be entltled by law or i equity to compel specific
performance by the Borrower of its ob]rgatzons under this Agreement, it being recognized
that the beneficiaries of the Borrower’s obligations hereunder cannot be adequately
compensated by monetary damages in the event of the Borrower’s default;

() The Authority, upon reasonable advance hotice, may have access to and
inspect, examine and make copies of the books and records and any and all accounts, data
and income tax and other tax returns of the Borrower ey

(d) The Authority may appoint a ma.nager or managers (Wthh may be the
Authority) for the Property; . :

(e)  The Authority may, without being required to give any notice except as
provided herein, pursue all remedies of a secured creditor under apphoable Iaws of the
State against the Borrower; S

(f)  The Authority may proceed to protect and enforce its rights in equity or at
law, either in mandamus or for the specific performance of any covenant or agreement
contained herein, or for the enforcement of any other appropriate legal or eq'liitab‘le
remedy, as it may deem most effectual to protect and enforce any of its rlghts or- 1nterests :
hereunder against the Borrower; .
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() The Authority may seek the appointment of a receiver of the rents, issues
. and profits arising from or related to the Property, with such powers as the court making

" such appo'intment shall confer, including such powers as may be necessary or usual in
such cases for the protection, possession, control, management and operation of the
Property m accordance with the provisions of the Indenture, the Lease and the Deed of
Trust; :

(h) .""f[he_.Authority may terminate the Lease and/or otherwise enforce its rights
thereunder; w

(i) The Authomty may institute and prosecute any proceeding at law or in
equity to abate, prevent o ‘enjoin any violation or attempted violation of any of the
provisions hereof, or to.recover monetary damages caused by such violation or attempted
violation. The provistons hereof are imposed upon and made applicable to the Property
and, except as otherwise provided in Section 9.07, shall run with the land and shall be
enforceable against the Borrower and. each purchaser, grantee or lessee (but not including
residents) of the Property or any, portlon thereof at any time and from time to time
throughout the Regulatory Period, and.the respective heirs, legal representatives,
successors and assigns of the Borrower: a_nd each such purchaser, grantee or lessee; and/or

() The Trustee may, but'sh_'al__l not be required to, foreclose the Deed of Trust
and/or otherwise enforce its rights as béneﬁcial_'y.thejeunder.

Notwithstanding the above, the Authority shall not exercise any of its remedies without
having given notice of the Event of Default-te the. Investor Limited Partner,
simultancously with the giving of notice under Section 8.01 to the Borrower. The
Investor Limited Partner shall have the same cure: penod after the giving of a notice as
provided to the Borrower, plus (except with respéet to the failure to make payments
under Section 3.03(a) when due) an additional period of 60-days.” If the Investor Limited
Partner elects to cure the default (and nothing hereunder binds: the Investor Limited
Partner to do so), the Authority agrees to accept such perfonnance as. though the same
had been done or performed by the Borrower.

Section 8.03 No Remedy Exclusive. No remedy conferred upon er reserved to
the Authority by this Agreement is intended to be exclusive of any other available
remedy or remedies, but each and every such remedy shall be cumulative and shall be in
addition to every other remedy given under this Agreement or now or hereafter existing
at law or in equity or by statute, and the Authority shall be free to pursue,.dt the sarne
time, each and every remedy, at law or in equity, which it may have- under thlS :
Agreement, or otherwise.
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" Section 8.04 No Implied Waiver. No delay or omission to exercise any right or
~ power ‘aceruing 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 tlme and as often as may be deemed expedient. For the Authority or the Trustee
to exercise any, remedy, it shall not be necessary to give any notice, other than such notice
as may be expressly required herein,

Sectiori 8.05 "Agreement to Pay Attomeys’ Fees and Expenses. If an Event of
Default arises undér any of the provisions of this Agreement and the Authority or the
Trustee should ernploy attorneys or incur other expenses, including Trustee’s fees, for the
collection of Loan Payments or other amounts due under this Agreement or the
enforcement of perférmancé or observance of any obligation or agreement on the part of
the Borrower contained in thi_s__- Agreement or any other Loan Document, on demand
therefor, the Borrower. shall pay or reimburse the Authority and/or the Trustee for the
reasonable fees of such attorneys and such other expenses and fees so incurred, including
fees and disbursements incurred preparatory to and during trial and appeal and in any
bankruptcy or arbitration proceedrng, but only if the Authority or the Trustee prevails in
such proceedings.

CARTICLE IX
Miscellaneous

Section 9.01 Notices. Except as otheérwise provided herein, all notices, consents
or other communications required hereunder shall be in wriﬁng and shall be sufficiently
given if addressed and mailed by first-class, cemﬁed or reglstered mail, postage prepaid
and return receipt requested, as follows: i

To the Authority:

Housing Authority of the City of Anacortes
19 Q Avenue

Anacortes, WA 98221

Attention: Executive Director

To the Borrower:
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AHA-Bayview Apartments Limited Partnership
c/o Housing Authority of the City of Anacortes
19 Q Avenue
-+ Anacortes, WA 98221
o Attentlon Executive Director

W1th c0ples to:

Key Community Development Corporation
-“Mailcode OH-01-27-0700

127 Public Square, 7® Floor

Cleveland, OH 44114

Attention: Asset Manager

To the Trustee: -

U.S. Bank, NA wE

1420 Fifth Averiue, 7"‘ Floor
Seattle, Washington _98_10] L
Attn: Corporate Trust Department

A duplicate copy of each notice, certificate, request or other communication given
hereunder to the Authority or the Borrower shall alse be given to the other and to the
Trustee. The Authority, the Trustee, the Borrower or the Limited Partner may, by notice
given hereunder, designate any further or-different addresses to which subsequent
notices, certificates, requests or other communications shall be sent. Notices shall be
deemed given as described in Section 1.3(8) of the {ndenturo_ F

Section 9.02  Uniformity; Common Plan. ‘The p'rov'i's'i(jns hereof shall apply
uniformly to the entire Property to establish and carry out a common plan for the use,
development and improvement of the Property.

Section 9.03  Compliance; Authority’s Obligations. The Authority shall monitor
the Borrower’s compliance with the requirements of Sections 7.07 and 7.08 of this
Agreement, and in particular will review all reports and certificates dehvered by the
Borrower relating to compliance with this Agreement and will advise the Borrower and
the Trustee in writing promptly upon learning of any default by the’ Borrower with
respect to the covenants, obligations and agreements of the Borrower set fo_rth_herom_

Section 9.04 Binding Effect. This Agreement shall inure to the be'i'l.eﬁ‘.[.o.f aﬁ"d"_._. __
shall be binding upon the Authority, the Bomrower, the Trustee and their reSpec'tweE
successors and assigns, and may be enforced by the Authority and its successors and"
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- ’assigns during the term of this Agreement, whether or not the Loan is paid in full and
. whether “or not the Bonds are outstanding. Notwithstanding the foregoing, the

" requirements set forth in this Agreement shall cease to apply to the Property if any of the
events specified in Section 9.07 oceur.

'I_n---deté_;ﬁni“ning whether any default or lack of compliance by the Borrower exists
under this Agreement, the Authority shall not be required to conduct any investigation or
review of oper'ﬁti-o'ns‘-b_'y the Borrower (other than a review of the income certifications or
verifications -and- certificates of compliance delivered to the Authority pursuant to
Sections 7.07 and 7.08) and may rely solely upon any notice delivered to it by the
Borrower with respect to.the occurrence or absence of a default (except as determined
upon that review).. “The paities hereto agree they will execute and deliver any and all
documents and instruménts neCessary to effectuate the provisions of this Section 9.04.

Section 9.05 Severablhty In the event any provision of this Agreement shall be
held invalid or unenforceable by any “court of competent jurisdiction, such holding shall
not invalidate or render unenforcea@le_any other provision hereof.

Section 9.06 Amendments: Recordation. The provisions hereof shall not be
amended, revised or terminated (except as provided in Section 9.07) prior to the
expiration of the stated term hereof except by an instrument in writing duly executed by
the Authority and the Borrower (or its successors in title) in accordance with the
provisions of the Indenture, if the Bonds remain outstanding, and duly recorded. No
modification of any of the terms of this Agreement shall be effective until an opinion of
Bond Counsel approving the modification ‘has been” delivered to the Authority as
provided herein and in the Indenture and the instrument evidencing the modification has
been recorded in the office of public records in the county where the Property is located.
Furthermore, no modification of any of the terms of this. Agreement shall be effective
until the Investor Limited Partner has approved such modlﬁcatlon Such approval shall
not be unreasonably withheld or delayed. ¢

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LEND MONEY,
EXTEND CREDIT, OR FORBEAR FROM ENFORCING REP_AYMENT OF A DEBT
ARE NOT ENFORCEABLE UNDER WASHINGTON LAW. = .

This Agreement and all amendments shall be duly recorded in the office of the
County Auditor or Recorder of the county in which the Property is located as. an
encumbrance upon the Property. . T

Section 9.07 Release or Termination. So long as at or following any 'Le'as_@ =
termination, transfer of lessee’s interest in the Lease, foreclosure of the Deed of Trust and:*
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“expiration of any statutory redemption period, transfer of title by deed in lieu of
- foreclosure or similar event, neither the Borrower nor any related person (as defined in
“ the Code under Section 267 or 707(b) for the purposes described therein or under Section
1563(a) of the Code) other than the Authority obtains or retains an ownership interest in
the Property for_federal tax purposes, this Agreement and the covenants hereof shall
cease to apply to the Property if the Bonds are retired as a result of foreclosure or transfer
of title by deed-in lieu of foreclosure, Lease termination or transfer of lessee’s interest in
the Lease or as-a_.consequence of involuntary noncompliance caused by fire, seizure,
requisition or'condemnation, or if a change in federal law or an action of a federal agency
after the date hereof prevents the Authority or its assigns from enforcing the requirements
hereof.

Section 9.08 Limitatii_)n of Authonty Liability. No provision, covenant or
agreement contained in-this Agreement, or any obligations herein imposed upon the
Authority, or the breach thereof; shall constitute an indebtedness of the Authority within
the meaning of any State e'enstituti-o:ﬁal' or statutory limitation, or shall constitute or give
rise to a charge against the. general .credit of the City or the State. In making the
agreements, provisions and covenants set-forth in this Agreement, the Authority has not
obligated itself except for the application of the revenues, income and all other property
from the Borrower as provided herein. ™

Section 9.09  Authority Shall” Not Unreasonably Withhold Consents and
Approvals. Wherever in this Agreement it is provided that the Authority may give its
approval or consent, or execute supplemental agreements, exhibits or schedules, the
Authority shall not unreasonably, arbitrarily or uﬁhecessatily withhold or refuse or delay
to give such approvals or consents, or refuse or, de]ay t0 execute such supplemental
agreements, exhibits or schedules. -

Section 9.10 Waiver of Breach. No waiver of any bréach of any covenant or
agreement contained herein shall operate as a waiver of any subsequent breach of the
same covenant or agreement or as a waiver of any breach-of any other covenant or
agreement, and in case of a breach by either party of any covenant, agreement or
undertaking, the nondefaulting party may nevertheless accept from the other any payment
or payments or performance hereunder without in any way waivingits tight to exercise
any of its rights and remedies provided for herein or otherwise with respect to any such
default or defaults that were in existence at the time such payment or: payments or
performance were accepted by it. : -

Section 9.11  All Obligations Due on Business Days. If the date fer;--niékit_lgl any
payment or the last date for performance of any act or the exercising of any right, as-"
provided in this Agreement, shall be a day which is not a Business Day, such payment: ;
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' .""rnay_..-b'e made or act performed or right exercised on the next succeeding Business Day
- with thi¢ same force and effect as if done on the nominal date provided in this Agreement.

Seétion 9.12  Authority Observance of Covenants and Terms. The Authority
agrees that it will observe and perform all obligations imposed upon it by the Indenture
and the Bonds; however, except as otherwise specifically provided in the Resolution or
the Indenture,____the Authority has no obligation to use its own funds to perform or cause
performance of any-such obhigations. The Authority further agrees that it will not amend
the Indenture or the Bonds in any respect except in accordance with the Indenture.

Section 9.13 :"'No.Righ_ts Created in Third Parties. The terms of this Agreement
are not intended to”establish nor to create any rights in any Persons other than the
Authority, the Borrower the Trustee the Bondowners and the respective successors and
assigns of each. :

Section 9.14  Timé of Essence Time and all terms and conditions hereof shall
be of the essence of this Agreement

Section 9.15 Benefit of QWner's.,. "This Agreement is executed in part to induce
the purchase of the Bonds by the Bondowners and accordingly all covenants and
agreements on the part of the Borrower and the Authornity as set forth in this Agreement
are hereby declared to be for the benefit of the Owners from time to time, of the Bonds.

Section 9.16 References to Bonds Ineffectlve After Payment. Upon the
payment in full of the principal of and premium, if any; and interest on the Bonds, and the
payment of all fees and charges of the Authority and the Trustee with respect thereto, all
references in this Agreement to the Bonds, shall be meffeetne and neither the Authority,
the Trustee, nor the Bondowners, as apphcable shall-thereafter have any rights
hereunder, saving and excepting those that shall have theretofore__ vested and except as
otherwise provided herein, including as otherwise provided in Sections 3.08(a) and 7.13.
Except as otherwise provided herein, including as otherwise prov1ded in Sections 3.08(c)
and 7.13, this Agreement shall terminate at the end of the Regulatory Period, but only if
all amounts due hereunder and under the Indenture, including aI] fees and charges of the
Authority and the Trustee, have been paid in full. ' -

Section 9.17 Execution in Counterparts. This document rﬁ.ay___.--Be'exeeu;ted in
counterparts. e
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ARTICLE X

Assignment of Authority’s Rights

To secure the payment of the Bonds in accordance with their terms the Authority
hereby assigns to the Trustee, for the benefit of the Bondowners, without recourse, all of
its rights; title and .interest in this Agreement, except for (a)its rights and interests
described in Seetio.ns.3.06, 6.02, 7.10, 7.11, 7.13(a), (b) and (c), 7.17, 8.02 (except the
right to accelera¢ payment of the Loan pursuant to Section 8.02(a)), 9.01 and 9.06 (the
“Concurrent Rights”), all of which rights and interests are held concurrently by both the
Authority and the Trustee,.and (b) its right to approve liens as Permitted Encumbrances,
its rights and interests. descnbed in Sections 3.03(b), 3.07, 7.02, 7.04, 7.08, 8.02(i) and
9.03, and the right to. acce]erate payment of the Loan pursuant to Section 8.02(a), all of
which rights and interests- sha]l. not be assigned (“Authority Reserved Rights). The
Authority’s duties herennder-are not assigned. By such assignment, the Trustee shall
succeed to all the rights and privileges of the Authority hereunder to the extent of such
assignment. ALL REFERENCES TO THE AUTHORITY HEREIN SHALL BE
TREATED AS REFERENCES TO THE TRUSTEE, ACTING AS ASSIGNEE AND
DELEGATEE OF THE AUTHORITY_'_'TO THE EXTENT THAT THE RIGHTS OF
THE AUTHORITY HAVE BEEN'ASSIGNED TC THE TRUSTEE, EXCEPT THAT
THOSE REFERENCES CONTAINED IN THE CONCURRENT RIGHTS SECTIONS
SHALL BE TREATED AS REFERRING TO'BOTH THE TRUSTEE AND THE
AUTHORITY, OR EITHER OF THEM, AND-THOSE REFERENCES CONTAINED
IN THE AUTHORITY RESERVED RIGHTS SECTIONS SHALL BE TREATED AS
REFERRING TO THE AUTHORITY ONLY .- '

To the extent any right hereunder is held cdpb__urren_t-l’y; each of the Authority and
the Trustee acting alone, and without the necessity of prior notice to or consent by the
other, may exercise any such Concurrent Right, but exercise of a Concurrent Right by
either the Authority or the Trustee shall be fully and completely binding only as among it,
the Owners and the Borrower and shall have no effect upon the other’s right to act, or not
to act, in connection with any such right. In the event of a conflict between the Authority
and the Trustee with respect to the exercise of any Concurrent Right, the Trustee shall
have the right to direct any proceedings with respect to that right as long as any Bonds
remain outstanding. i

The Borrower hereby consents to the assignment of rights set forth-in. this
Article X and agrees to faithfully render the performance of all of its dutiesand
obligations hereunder to the Trustee except for (a) the Concurrent Rights, which-shall be:
rendered to both the Trustee and the Authority, and (b) the Authority Reserved R1ghts s
which shall be rendered only to or at the direction of the Authority. i

-37-

50333380.03

.lWIIMWMMIIWWKM((MNWW

Skag:t County Audltor

9/27/12002 Page 42 of 51 4:29PM



. .~~When all principal of and premium, if any, and interest due on the Bonds and all
“ amounts owed to the Trustee under the Indenture are fully paid, all obligations of the
Trustee hereunder shall terminate, and the Trustee shall release and assign to the
Authority-‘any remaining interest it has in the Lease, the Deed of Trust and this
Agreement, ©

...



S0 IN WITNESS WHEREOF, the Authority and the Borrower have caused this
_ "'Agreement to be executed in their respective names all by their duly authorized officers,
anc_l._have caused this Agreement to be dated as of the date set forth on page 1 hereof.

SKAGHT COUNTY WASHINGTECH
Real Estate Excise Tax, =
PAID '

|SEP 27 2002

finount Paid 5
Skagit County Treasurer

> Deputy
By: Wyv\—

HOUSING AUTHORITY OF THE

CITY OF ANACORTES

o Tl ML

Theresa McCallum, Executive Director

AHA-BAYVIEW APARTMENTS
LIMITED PARTNERSHIP, a Washington
Limited Partnership

- By HOUSING AUTHORITY OF THE

CITY OF ANACORTES, Its General
Partner

"

Theresa McCalIum Executive Director

The undersigned, as Trustee, hereby accepts the assignment by .th.f_: ‘Housing Authority of
the City of Anacortes of its rights, title and interests in this Agreement (with certain
reservations and exceptions noted in Article X), without recourse, as of the above date.

503333%0.03

U.S. BANK, N.A,, as Truste¢

Its: Authorized Signatory
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"IN WITNESS WHEREQF, the Authority and the Borrower have caused this
Agreement to be executed 1n their respective names all by their duly authorized officers,
“and have caused this Agreement to be dated as of the date set forth on page 1 hereof.

HOUSING AUTHORITY OF THE
CITY OF ANACORTES

By

Theresa McCallum, Executive Director

AHA-BAYVIEW APARTMENTS
LIMITED PARTNERSHIP, a Washington
Limited Partnership

o 'By HOUSING AUTHORITY OF THE
' CITY OF ANACORTES, Its General
Partner

By . _
- Th'gre_'sa-McCallum, Executive Director

The undersigned, as Trustee, hereby accepts the assignment ':by the --H_ousing Authority of
the City of Anacortes of its rights, title and interests in: this Agreement (with certain
reservations and exceptions noted in Article X), without recourse, as.ouf the above date.

U.S. BANK, N.A., as __me.S-teé o

By (/,(,? {«‘*’{fz/}’l (;"f ’f J(/

Its: Authorized Slgnatory
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 'STATE OF WASHINGTON )
COUNTY OF SKAGIT )
OH 't}'.lié'-'day before me, the undersigned Notary Public, duly commissioned and
qualified in and for the said State and County, personally came and appeared THERESA
McCALLUM; Executive Director of the HOUSING AUTHORITY OF THE CITY OF

ANACORTES, a':-pu'bl_ic body, and acknowledged to me that she signed the foregoing
imstrument on behalf of the Authority, and acknowledged the foregoing instrument to be

the free act and deed of that public body.

IN WITNESS: WHEREOF, I have hereunto set my hand and official seal this
225 day of 5%75“‘1_6. ¢7,2002.

e e Gt
o W . / /7 (Signawre of Notary)

e e .. ¢
JOYCE ELAiNE ANDERSONp — /4 /
NOTARY PUBLIC } Joyce Elane fAnclersyin
STATE OF WASHINGTON b b (Legibly Print or Stamp Name of Notary)
COMMISSION EXPIRES T Notqry_ public in and for the state of

MAY 3&,3904 : Waéhingﬁon, residing at A g ceor tes

My appointment expires 5 - 29 ~200 y

© g
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| =-S"TATE OF WASHINGTON )
} ss.
COUNTY OF SKAGIT )

On ﬂ‘ﬂS day before me, the undersigned Notary Public, duly commissioned and
qualified in and for the said State and County, personally came and appeared THERESA
McCALLUM; Executive Director of the Housing Authority of the City of Anacortes,
general partner. of AHA-BAYVIEW APARTMENTS LIMITED PARTNERSHIP, a
Washington limited partnership, and acknowledged to me that she signed the foregoing
instrument on behalf of the Borrower and acknowledged the foregoing instrument to be
the free act and de'éd'o_f the --Bbrrower.

IN WITNESS WHEREOF I have hereunto set my hand and official seal this

A5 dayof Ezf“‘ be/ 2002

@7/(‘/ (‘:gé-mc-p QM&%

(Signature of Notary)

JOYCE ELAINE ANDERGOND
NOTARY PUBLIC } Sovuce Elgine MAncdersan
STATE OF WASHENGTON g = {lgéib]y_Pr}:rli or Stamp Name of Notary)
COMMISSION EXPIRES { Notary public in and for the state of
- b ~Washington, residing at Hacer te S

My appointment expires 5 -29-200 o
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“ éT’A-TE. OF WASHINGTON )
) ss.

COUNTY OF KING )

On thJS day before me, the undersigned Notary Public, duly commissioned and

quah/ﬁed in and for the said State and County, personally came and appeared
[ Aarg Ltm LM as an authorized signatory of U.S. BANK, N.A,,

as Trustee, ahd ack:nowledged to me that (s)he signed the foregoing instrument on behalf of
that corporation, as Trustes, and acknowledged the foregoing instrument to be the free act

and deed of the corporanon as .Trustee

i IN WITNESS WHEREOF I have hereunto set my hand and official seal this
25 \day of i&ér_p’ 2002

-‘-“““\;'\\“\._.: - : :-::':_:' ;
:g\,\.Y LH‘\\‘ , V / .

e\ ationt ZPN T
/” 4 Q’_.'é%s\ON 54;:’ ,_"p : " (Slgnature ‘of Notary)
s s
7 oigwomAr R SHELLY L HAM
% '. PUBL\G : ; . .. (Legibly Print or Stamp Name of Notary)
.. -‘ ” kN ' : o - O
"l% 2.0 S thalfy_.publlc n a.pd for the/ state of
."Q\OFWAS O < Washington, residing at o205 o« -
\ - o Do . P
M My appointment expires 7/ 3 S ds
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EXHIBIT A

LEGAL DESCRIPTION OF PROPERTY

A parcel of land lacated In the City of Anacortes, County of Skagi, State of Washington, more
particuiarly desctibed as faliows:

Beglnning at the Intersection of the Narth line of 30th Street and the West line of “R* Avenue as
platted in Whites First Addttion to the Clty of Anacortes;
thence Northerly along the West line of “R* Avenue 512 feet to the paint of Intersection with the
South line of 28th Street; L
thenice West along sald South line of 28th Street, a distance of 230 feat: _
thence South and parallel with-the West line of R Avenue, a distance of 396 feet to the point of
Intersection with the North line of the aliey in Block 5, Whites First Addition to the Clty of
Anacortes; . e S
thence East 130 feet along the North line of the alley In sald Block § to the point of intersection
with the West line, produced Notth, of Lot 21, Block 5, Whites First Addition to the City of
Anacortes; T

 thence South 116 feet along the West line of sald Lot 21 to the point of intersection with the Narth
fine of 30th Street; o s
thence East 100 feet along sald North line of 30th.Street to the point of beginning; and shuate in
the Southwest Quarer of Section 19, Township 35 North, Range 2 East of the Wilamette
Meridlan and the Northwest Quarter of Section 30, Township 35 North, Range 2 East of the
Willamette Merldlan; A e,

Shuated In Skéglt County, Washington, P )
- END OF EXHIBIT “A* T




EXHIBIT B
FORM OF CERTIFICATE OF COVERAGE

ThlS Certlﬁcate is presented by the undersigned Authorized Representative of
AHA-Bayview, Apartments Limited Partnership, a Washington limited partnership (the
“Borrower”), pursuant to Section 7.17 of the Loan and Regulatory Agreement (the
“Agreement”) dated as‘of September 15, 2002, between the Borrower and the Housing
Authority of the City of Anacortes (the “Authority”). All capitalized terms used in this
Certificate shall have the meanmgs assigned to them in the Agreement or the Indenture
referenced therein, L

The figures on the followmg pages are supported by the attached financial
statements of the Borrower or by the attached projections of the Borrower, as applicable,
which projections the Borrower behev__es to be reasonable.

Dated this __ dayof .~ = J

AHA'_"%.B_ayview Apartments Limited
Partnership, a Washington Limited
'Partnershlp

By Housmg Authorlty of the City of
Anacortes, its' General Partner

Its

T
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o Flscal Year ended December 31, {preceding fiscal year)

Project Re:i{énu:es: $
Less: '.Opz;ra'f_io_n__ and Maintenance Costs { )
Insurance. Proceeds (other than from business
interruption insurance) { )
Condemnétidn_Awards ( )
Refundable security deposits ( )
$
$
$
.
$
$

Adjusted Net Operat_iﬁg'iﬁeomg::

Required Debt Service on Bond__s
Plus Trustee Fees S
Less “excess” earnings on Reserve Account

Required Net Debt Service on Bonds |

Coverage Ratio (Adjusted Net Opér'étin_g'.g-zlncome divided by
Required Net Debt Service on Bonds):

b




