HIRMA

Skagit County Auditor
2142007 Page 1 of 81 1:.44PM

PREPARED/DRAFTED BY AND
RECORDING REQUESTED.BY .
AND WHEN RECORDED MAIL TO; .

BEST & FLANAGAN LLP © ¢

225 South Sixth Street, Suite 4000
Minneapolis, Minnesota 55402
Attn: Thomas G. Garry f

Order/Escrow No.: 1C41181, 1154734 and G105589
Loan No.: 013-00001871

CHICAGQ TITLE CO.

COMMERCIAL DEED OF TRUST, SECURITY AGREEMENT,
FIXTURE FILING FINANCING STATEMENT AND
ASSIGNMENT OF LEASES, RENTS, INQOME AND PROFITS

Reference Number of Related Documents: N/A S SKAGIT COUNTY WASHINT)'(ON
e TATE EXCISE T.
Grantor(s): NWCC INVESTMENTS VI, LLC A REAL ESTATE
Grantee(s): ARTESIA MORTGAGE CAPITAL CORPORAﬂb_N . FEB 1472007
Trustee: Chicago Title Insurance Company o e Amount Paid$®
F Skagif Cpy. Treasurer
Abbreviated Legal Description: By cz' e

SKAGIT COUNTY: Ptn Tr 9, PLAT OF MOUNT VERNON ACREAGE

KING COUNTY: ALL OF LOTS 12 & 13 AND A PORTION OF LOTS 14 & 15 BLOCK 2,
VOLUME 21 OF PLATS, PAGE 32,

COWLITZ COUNTY: BLOCK: 113A SUBDIVISION: LONGVIEW NO. 11 VOLUME 6 PAGE 19
Fuil Legal Description is on Exhibit A of Document.

Assessor's Property Tax Parcel or Account No.:
SKAGIT COUNTY: 3746-000-009-0202

KING COUNTY: 198020-0140-09
COWLITZ COUNTY: 01692




THIS DOCUMENT IS ALSO TO BE FILED AS A FIXTURE FILING IN THE REAL ESTATE RECORDS
. OF. SKAGIT COUNTY, WASHINGTON, KING COUNTY WASHINGTON, AND COWLITZ COUNTY,
“WASHINGTON, AND CONSTITUTES A FIXTURE FILING PURSUANT TO THE UNIFORM
COMMERCIAL CODE OF WASHINGTON.

COMMERCIAL DEED OF TRUST, SECURITY AGREEMENT,
", FIXTURE FILING FINANCING STATEMENT
AND
ASSIGNMENT OF LEASES, RENTS, INCOME AND PROFITS

THE PROMISSORY NOTE SECURED HEREBY PROVIDES FOR A:
FIXED INTEREST RATE

THIS COMMERCIAL DEED OF TRUST, SECURITY AGREEMENT, FIXTURE FILING
FINANCING STATEMENT AND ASSIGNMENT OF LEASES, RENTS, INCOME AND PROFITS (this
“Security Instrument”} is made and given effective as of February 14, 2007, by NWCC INVESTMENTS
Vill, LLC, a Washington limited liability company, as Grantor, whose address is 1420 Fifth Avenue, Suite
2200 Seattle, Washington 98101 ("Borrower,” and for purposes of Article 3 hereof, “Assignor”), to
Chicago Title Insurance Company; and all sticcessors and assigns, whose address is 701 Fifth Avenus,
#3400, Seattle, Washington 98104 (herein called “Trustee”), for the benefit of ARTESIA MORTGAGE
CAPITAL CORPORATION, a Delaware cofporation; as Beneficiary or Grantee, whose address is 1180
NW Maple Street, Suite 202, Issaquah, Washington 98027, and its successor and assigns (in each case,
“Lender,” and for purposes of Article 3 hereof; “Assignee”).

WHEREAS, Borrower is justly indebted to Lender”in the principal sum of Five Million Nine
Hundred Thousand and 00/100 Dollars ($5,900,000.00), pursuant to a certain Fixed Rate Note of even
date herewith, more particularly described below, '

WHEREAS, Lender has required as a conditien-of makmg the Loan (as defined below), among
other things, that the payment and performance of the Setured Obligations (defined below)} be secured
by the Property (as defined in this Security Instrument), which Property is located in Skagit County,
Washington, King County Washington, and Cowlitz County: Washlngton and accordlngly this Security
Instrument is being concurrently recorded in the real estate records of. each such counties in the State of
Washington, :

NOW, THEREFORE, FOR GOOD AND VALUABLE CONSIDERATION including the
indebtedness herein recited and the trust herein created, the receipt of which is hereby acknowledged,
Bemower hereby grants a first priority security interest in, and irrevocably gnves grants, transfers, aliens,
enfeoffs, conveys, confirms, warrants, assigns, mongages, bargains, selis’and p'.edges o Trusiee, N
TRUST FOREVER, WITH ALL POWERS OF SALE AND STATUTORY RIGHTS; for the benefit and
security of Lender, under and subject to the terms and conditions hereinafter set forth, the following
property, rights, interests and estates now owned, or hereafter acquired, by Bormwer (collectwe!y. the
"Property"): T e

(a) the real property described in Exhibit A atftached hereto and made a part hereof
{collectively, the "Land"), together with additional lands, estates and development. nghts ‘hereafter
acquired by Borrower for use in connection with the development, ownership or occupancy of ‘such real
property, and ail additional lands and estates therein which may, from time to time, by supplemental_--- .
mortgage or otherwise be expressly made subject to the lien of this Security Instrument; .
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_ j(s)] any and all buildings, structures and other improvements now or hereafter erected,
constriicted, placed or located on the Land including, without limitation, fixtures, tenements, attachments,
appliarices, equipment, building systems, machinery, and other articles now or hereafier attached to or
© used -in_.connection with said buildings, structures and other improvements (collectively, the
“Improvements”) and any and all additions te, substitutions for or replacements of such Improvements
and such Land and all interests, estates or other claims, both in law and equity, which Borrower now has
or may. hereafter acquire in the Land or the Improvements, including, without limitation, all right, title and
interest- now owned or hereafter acquired by Borrower in and to any greater estate in the Land or the
: Impm\.rements :

(c) all'easements, tenements, hereditaments, appurtenances, rights-of-way and rights now
owned or hereafter: acqwred by Borrower used or useful in connection with, or focated on, under or above
all or any part of, the. Land or as a means of access thereto, including, without limitation, all rights
pursuant to any trackage agreement; all rights to the nonexclusive use of common drive entries; all oif
and gas and other hydrocarbons; all minerals, crops, timber and other emblements; water, groundwater,
water rights and shares of stock evidencing the same; any and all right, title and interest of Borrower, now
owned or hereafter acquireéd; in andto any land lying within the right-of-way of any street, open or
proposed, adjoining the Land; and ‘apy and all sidewalks, vaults, alleys and strips and gores of land
adjacent to or used in connection with the Land (collectively, the “Appurtenances’);

(d} all leasehold estate; right, title and interest of Borrower in and to all written and oral
leases, subleases, subtenancies, licenses; franchises, usufructs, occupancy agreements and other
agreements affecting all or any pomon of . the Property or the Improvements or the use or occupancy
thereof, now or hereafter existing or enteredinto, whether before or after any proceeding is instituted by
or against Borrower under 11 U.S.C. §101 et seq., as amended (the “Bankruptcy Code”), including,
without fimitation, extensions, renewals and subleases {all of the foregoing, individually, a “Lease” and
collectively, “Leases”), and all rights and claims of any kind that Borrower may have against any tenant
under the Leases or in connection with the termination or rejection of the Leases in a bankruptcy or
insolvency proceeding, and ali right, title and interest of Borrower thereunder, including, without limitation,
all cash or security deposits, prepaid or advance rentals; and deposits or payments of similar nature
which are hereby specifically assigned, transferred and set over to Lender; including, without fimitation, ail
rents, royalties, issues, revenues, profits, proceeds,-income and other benefits, including, without
limitation, accounts receivable, of, accruing to or derived from such Leases and from the renting, leasing
or bailment of Improvements and equipment, including, without limitation; any payments made by tenants
under Leases in connection with the termination of any Lease and all. ofl, gas and other mineral rights,
royalties and profits, whether paid or accruing before or after any proceeding is instituted by or against
Borrower under the Bankruptcy Code (all of the foregoing, collectively, "Rents"), and all proceeds from
the sale or other disposition of the Leases and the right to receive and apply the Rents to the payment of
the Secured Obligations (defined below} and all lease guaranties, letters. of credit and any other
supporting obligation for any of the Leases (collectively, “Lease Guaranties”) given by any guarantor in
connection with any of the Leases, and all rights, powers, privileges, opuons and other benefits of
Borrower as lessor under the Leases and beneficiary under Lease Guarantles ' .

(e) all the estate, interest, right, title, other claim or demand; . both “in - Iaw and in equity,
including, without limitation, clalms or demands with respect to the proceeds of and any unearned
premiums on insurance policies in effect with respect to the Property, which Borrower now has or may
hereafter acquire in the Property, including, without limitation, the right to receive and apply the proceeds
of any insurance, judgments or settlernents made in lieu thereof, for damage to the Property -and’any and
all awards made for the taking by eminent domain, or by any proceeding of purchase in“lieu thereof,. of
the whole or any part of the Property, including, without limitation, any awards resulting from a change of
grade of streets and awards for severance damages; ’

(f) ail goods, chattels, construction materials, furniture, furnishings, equipment,' m_.échinerjr;._;
apparatus, appliances, and other items of personal property, whether tangible or intangible, of any kind, -
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' 'nature or description, whether now owned or hereafter acquired by Borrower, including, without Kmitation,

improvements including, without limitation, furnaces, steam boilers, hot water boilers, oil burners, pipes,
radiators, air conditioning and spnnklrng systems, gas and electric fixtures, carpets, rugs, shades,

. awnings, screens, elevators, motors, dynamos, cabinets, and all other furnishings, tools, equipment and

machinery, dppliances, building supplies, materials, fittings and fixtures of every kind, which is, are or
shall hereafter be located upon, attached, affixed to or used or useful, either directly or indirectly, in
connection-‘with the complete and comfortable use, occupancy and operation of the Property and
Improvements, -whether or not any of such personal property is now or becomes a Fixture (defined
below), including, without limitation, any and all licenses, permits or franchises used or required in
connection with such use, occupancy or operation, together with any and all additions, replacements or
substitutions thereto, thereof or therefor, as well as the proceeds thereof or therefrom regardless of form
{hereinafter sometimes. together referred to as the “Personal Property”, such Personal Property shall
include, without’ limitation, all Accounts, Documents, Instruments, Chattel Paper, Goods, Equipment,
General Intangibles, Fixtures-and Inventory, as those terms are defined in the Uniform Commercial Code
of the State where the Property is located);

@ all plans and specifications, contracts and subcontracts for the construction of any
improvements, density rights, bonds, permits and other development or use entilements, licenses,
guarantees, warranties, causes of action; claims, condemnation proceeds, profits, security deposits, utility
deposits, governmental agency fees and deposits and refunds thereof, refunds of taxes or insurance
premiums, policies, claims, and proceeds of.insurance, claims and proceeds arising from condemnation,
vehicles, together with all present and future attachments accessions, replacements, additions, products
and proceeds thereof,

{h) all monies deposited by Borrower or deposited on behalf of Borrower, with any City,
County, public body or agency, irrigation, séwer or water district or company, and any other body or
agency, for the installation, ar to secure the installation, of any utility pertaining to the Property;

{iy all refunds, rebates, reimbursements, reserves, deferred payments, deposits, cost
savings, governmental subsidy payments, governmentally-régistered credits (such as emissions reduction
credits), other credits, waivers and payments, whether in cash. 'of in kind, due from or payable by (i) any
federal, state, municipal or other governmental or quasi-governmental agency, authority or district (each,

a “Governmental Agency”) or (i) any insurance or utility, company relating to any or all of the Property or
arising out of the satisfaction of any conditions imposed upon of the obtamrng of any approvals for the
development or rehabilitation of the Property, : i

)] all refunds, rebates, reimbursements, cred!ts and payments of any kind due from or
payable by any Governmental Agency for any taxes, special taxes, assessments; or similar governmental
or quasi-govenmental charges or levies imposed upon Borrower with réspect 1o the Property or upon any
or all of the Property or arising out of the satisfaction of any condrt'.ons 1mposed upon or the obtaining of
any approvals for the development or rehabilitation of the Property; :

(k) all monies deposited by Borrower with or for the benefit of Lender pursuant to any
reserve, escrow of cash collateral agreements executed by Borrower in favor of Lender

()] contract rights, accounts receivable, management agreements, busmess records

{m) all additions, accessions, replacements, substitutions, proceeds and products of the real
and personal property, tangible and intangible, described herein; . T

(The Property does not include any equipment, inventory, furniture, furnishings of trade ﬂ_kturés"

owned and supplied by tenants of the Property, except to the extent of Borrower's landlord’s:lien (if any)~

therein, and except as same may become the property of Borrower as landiord under the terms: of ’theur_E
respective Leases.) -
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- 'F_OR THE PURPOSE OF SECURING:

I A repayment of indebtedness in the total principal amount of Five Million Nine Hundred
'Thousand and. 007100 Dollars {$5,900,000.00) with interest, additional interest, default interest, late
charges, prepayment charges and other sums and charges thereon {the “Loan"), evidenced by that
certain Fixed Rate Note, of even date herewith, and all modifications, extensions, renewals and
replacements thereof or judgments thereon (collectively, the “Note”), executed by Borrower in favor of
Lender, ‘and. with-a-final maturity date of March 11, 2017, the terms of which are hereby incorporated
herein by réference as. though set forth in full;

2. the_ .payment of any additional amounts, with interest thereon, that may be hereafter
loaned by Lender to-Borrower, which additional loans are evidenced by a promissory note or notes
containing a recitation that this Security Instrument secures the payment of such note or notes.

3. payment of all-'sums advanced by Lender, its successors and assigns, or Trustee to
protect, care for or maintain the Property, or any portion thereof, with interest thereon at the Default Rate
{as defined in the Note) and all sums advanced by Lender or Trustee under the terms of or for the
enforcement of the Loan Documents (deﬁned below), with interest thereon at the Default Rate (as defined
in the Note); :

4, observance, perforniance- ehd' discharge of every obligation, covenant or agreement of
Borrower contained herein or in the Note; ~ -

5. observance, performance and discharge of every obligation, covenant and agreement of
Borrower contained in any document, instrument or agreement now or hereafter executed by Borrower
which recites that the obligations thereunder-are secured by this Security Instrument, including, without
limitation, payment of all other sums, with interest thereon, which may hereafter be loaned to Borrower, or
its successors or assigns, by Lender, or its successors or assigns, when evidenced by a promissory note
or notes containing a recitation that they are secured by this Secunty instrument;

6. compliance with and performance of each and: every material provision of any declaration
of covenants, conditions and restrictions pertaining to the- Property or. any portion thereof; and

7. payment and performance of all obligations of Borrower arising from any and all existing
and future agreements with Lender which may afford interest rate protection to all or part of the Loan,
when such agreement recites that the obligations thereunder are secured by this Security Instrument.

{The principal of and the interest on the indebtedness evrdenced by the Note; all charges, fees
and other sums as provided in the Loan Documents; and the principal of and interest on any other
indebtedness secured by this Security Instrument and the performance of all of ifs obligations set forth in
the Loan Documents are referred to herein, collectively, as the “Secured’ Obllgatlons )

PROVIDED, HOWEVER, that if the Secured Obligations shall have been pald in cash and
performed in full, then, in such case the Trustee, at Lender's direction, shall, at the request and expense
of Borrower, satisfy this Instrument and the estate, right, title and interest of the Trustee and Lender in the
Property shall cease, and upon payment to Lender of all costs and expenses incurred for.the preparation
of the release hereinafter referenced and all recording costs if allowed by law, the Trustee and Lender
shall release this Instrument and the lien, operation and effect hereof by proper Instrument wrthout
recourse, covenant or warranty of any nature, express or implied. y _ s

The Note, this Security Instrument and any other document or instrument execu’red by B'or_rower_ -,
in connection with the Loan shall be collectively referred to as the "Loan Documents.” " All initially =
capitalized terms used herein which are defined in the Note shall have the same meaning herem un!ess:
the context otherwise requires. : '
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<+ ¢/ TO PROTECT THE SECURITY OF THIS SECURITY INSTRUMENT, BORROWER HEREBY
COVENANTS AND AGREES AS FOLLOWS:

ARTICLE 1.
COVENANTS AND AGREEMENTS OF EORROWER

| 01" Payment of Secured Obligations. Borrower shall pay and perform as and when due
the Secured Obhgataons

1. 02 Performance of Other Obligations; Preservation, Maintenance and Management of
Property. Borrower shall-perform, comply with and abide by each and every one of the covenants,
agreements and condmons contalned and set forth in the Note and this Security Instrument. Borrower:

{a) shall keep_,__ or__cause to be kept, the Property in good condition and repair;

{(b) shall not-remove;-demolish or structurally alter, or permit the removal, demolition or
structural aiteration of any’ of the Improvements without the prior written consent of Lender; provided,
however, Lender's consent shall not be required in connection with cosmetic and non-structural
alterations; :

{c} shall complete pr_’ombtly and-in-a good and workmanlike manner any Improvement which
may be now or hereafter constructed 6n the Property and promptly restore in like manner any portion of
the Improvements which may be damaged or-destroyed from any cause whatsoever, and pay when due
all claims for labor performed and matena!s furnlshed therefor;

(d) shall comply, or cause to. be.-complled with and abide by all laws, ordinances, rules,
regulations and orders of governmental alithorities now or hereafter affecting the Property or any part
thereof or requiring any alterations or improvements to be made thereon, including without limitation, all
Environmental Laws (as defined in Section 1.03 hereof), and the Americans with Disabilities Act;

(e) shall comply, or cause to be compliéd: with and abide by all of its obligations under any
covenant, condition, restriction or agreement of record affecting the Property;

(] shall not commit or permit any waste or deter:i_bl_‘afibn ofa_thg Property;
{g) shall not allow changes in the use for which all Or any part of the Property is intended;
)] shall maintain, or cause to be maintained all cemf cates Ilcenses and permits necessary

to keep the Properly operating in conformity with the use for whlch all or any part of the Property is
intended, : :

)] shall not initiate or acquiesce in a change in the zoning classmcanon of the Property
without Lender’s prior written consent; . .

(i) shall insure that at all times the Land constitutes one or'hﬁ'ore sébarat’é legal lots
complying with all subdivision or platting laws, ordinances, rules or regulations appllcable to the Property
or other laws relating to the division or separation of real property; . -

(K} shall insure that at all times the Land is assessed for real estate tax purposes as one or
more wholly independent tax Iot or lots, separate from any adjoining land or improvements not.
constituting 2 part of such lot or lots, and no other land or improvements is assessed and taxed together
with the Property or any portion thereof, R

) shall not abandon the Property; and
-6-
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S 4m) shall do any and all other acts which, from the character and use of the Property, may be
reae_onebiy necessary to maintain, protect and preserve the Property and protect the security of Lender.

. The Property shall be managed by either: (i) Borrower or a person/entity affiliated with Borrower

approved by Lender for so long as Borrower or said affiliated personfentity is managing the Property in a
commercially’ prudent and reasonable manner, or (i) a professional property management company
approved by Lender. Management by said affiliated person/entity or professional property management
company-{in either-case, the “Property Manager’) sha!! be pursuant to a written agreement approved in
form and substance acceptable to Lender (the “Management Agreement’). In no event shall any
manager be removed or-replaced or the terms of any Management Agreement modified or amended
without the prior written consent of Lender. Notwithstanding the provisions of any Management
Agreement or any-other agreement now or hereafter existing or entered into (together with any and all
extensions, renewals,. substitutions, replacements, amendments, modifications and/or restatements
thereof, the “Management Agreements”) to the contrary, Borrower shall not pay any Property Manager,
nor shall any Property Manager accept, total management fees (i.e., on-site and off-site management
fees or other compensation, ‘whethér monetary or nonmonetary) (collectively, “Management Fees”) in
excess of four percent {4:0%) of the effective gross income from the Property per year, nor shall such
Management Fees be payable in advance of receipt of such income; provided, (for purposes of the
foregoing percent management fee limitation only), “Management Fees” shail not be deemed to include
bona fide management fees attributable to managing the portion of Tract C identified in Exhibit A hereof
that is used as self-storage space (the “Self Storage Space’), and further provided, for purposes of
determining “gross income” from the Property for the foregoing four percent {4%) management fee
limitation, income from the Self Storage Space shall not be included in the calculation of such “gross
income”, provided however Borrower shall pay no such management fees for the Self Storage Space
unless at the time of such payment all-Operating Expenses (as defined below) then due and payable
have been paid in full. The Management Agréements and all of the rights and interests thereunder
including, without limitation, the rights to Management Fees are and at all times will be subject and
subordinate to the Loan and the Loan Documents and to any renewals, extensions, modifications,
assignments, replacements, or consolidations thereof, and the rights, privileges and powers of Lender
hereunder and thereunder. Such subordination shall be self-operative and no further instrument shall be
required to effect such subordination, but Borrower agrees to execute and deliver, and to cause any
Property Manager to execute and deliver, any instrument’ which Lender may deem necessary or
appropriate to confirm such subordination. Such subordinatiori “means, among other things, that
Management Fees shall not be paid or accepted unless all current expenses attributabie to the ownership
and operation of the Property, including, without limitation, ‘current ;expenses relating to Borrower's
Hiabitities and obligations with respect to the Loan and the:loan Documents (collectively, “Cperating
Expenses"), have been paid. In the event (x) of any Event of Defatilt .(defined below) under the [oan
Documents or under any Management Agreement then in effect, which: default is not cured within any
applicable grace or cure period, (y) the debt service coverage ratio applicable to the Property is less than
1.15 to 1.00 for the twelve (12) month period immediately preceding the “calculation, or (z) of the
bankruptey or insolvency of the manager, or Borrower, if the Property Manager is affiliated with Borrower,
Lender shall have the right to immediately terminate, or to direct Borrower to immediately terminate, such
Management Agreement and to retain, or to direct Borrower to retain,; a’ new mapagement agent
approved by Lender. All Rents generated by or derived from the Property shall first be utifized solely for
Operating Expenses, and none of the Rents generated by or derived from the Property shall‘be diverted
by Borrower and utilized for any other purpose unless all such Operating Expenses have been fully paid
and satisfied. .

1.03  Hazardous Waste. Borrower at all times shall keep the Property and“g_r'ou"r_{dWater' of the
Property free of Hazardous Substances (defined below), subject to Permitted Uses {defined below).
Borrower shall not permit its temants or any third party to enter the Property to u$e,” generate,

manufacture, store, release, threaten release, or dispose of Hazardous Substances in, on orabout the <

Property; provided, however, that Borrower may permit reasonable incidental use and storage “of - *
Hazardous Substances on the Property provided that such use and storage complies with the following:
(a) such use and storage shall be limited to customary supplies which are normal incidents “of the. .-
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' IOWnershrp and management of real property which is simifar to the Property (“Permitted Uses”); (b) no

such products or supplies create any risk of harm to persons or property, mcludrng without limitation, the
Property and (c) all such products and supplies are used and stored in strict compliance with all

-_apphcable Environmental Laws (defined below). Borrower shall give Lender prompt written notice of any

claim by any person, entity, or governmental agency that a violation of Environmental Laws has occurred
with respect to all or any portion of the Property, or that a release or disposal of Hazardous Substances
has -occurred on the Property (except Permitted Uses as may be permitted pursuant fo the preceding
sentence), or that Hazardous Substances are present at the Property or otherwise affect the Property
(except Permitted Uses). Borrower, through its professional engineers and at its cost, shall promptly and
thoroughly investigate suspected Hazardous Substances contamination of the Property and shall provide
to Lender a detailed description of the investigation, and any copies of reports at Borrower's expense.
Borrower shall forthwith remove, repair, clean up, and/or detoxify any Hazardous Substances from the
Property, to the extent. that the presence and/or maintenance of such Hazardous Substances in, on or
about the Property constitutes a violation of any federal, state or local law, ordinance, order, decree or
regulation now or hereaftér.in effect and applicable to Borrower or the Property and whether of not
Borrower was responsible for the. existence of the Hazardous Substances in, on or about the Property.
“Hazardous Substances” shall mean (i} any chemical, compound, material, mixture or substance that is
now or hereafter defined orlisted in, or otherwise classified pursuant to, any Environmental Laws as a
"hazardous substance,” "hazardous material,” “hazardous waste,” “extremely hazardous waste,” “acutety
hazardous waste,” “radioactive waste,” "infectious waste,” "biohazardous waste,” “toxic substance,”
“pollutant,” “toxic poliutant,” and ‘contaminant,” as well as any formulation not mentioned herein intended
to define, list, or classify substarices.by réason:of deleterious propetties such as ignitability, corrosivity,
reactivity, carcinogenicity, toxicity, reproductive toxicity, “EP toxicity,” or “TCLP toxicity”; (ii) petroleum,
natural gas, natural gas liguids, liquefied natural gas; synthetic gas usable for fuel (or mixtures of natural
gas and such synthetic gas) and ash produced by-a resource recovery facility utilizing a municipal solid
waste stream, and drilling fluids, produced watérs and other wastes associated with the exploration,
development or production of crude oil, natural gas, or geothermal resources; (iii) asbestos in any form;
(iv) urea formaldehyde foam insulation; (v) polychlorinated biphenyls (PCBs); (vi) radon; (vii} any other
chemical, material, or substance which is (because of its quantity, concentration, or physical or chemical
characteristics) I|m|ted or regulated for health and safety reascns. by any governmental authority, or which
poses a significant present or potential hazard to-human health and safety or to the environment if
released into the workplace or the environment; (viii) any “Hazardous Substance” or terms of similar
|mport as defined in the State where Property is located or substances otherwise regulated or controlled
in such State because of concerns for health, safety andfor property, and (ix} lead-based paint.
“Environmental Laws” means any and all requirements of courts (including, without limitation, state
courts whose decisions may be based on the common law of.the aforementioned State) or govemmental
authorities relating to health, safety, the environment or to any Hazardous-Substances, including, without
limitation, the Comprehensive Environmental Response, Compensation, and Liability Act (*CERCLA"),
the Resource Conservation and Recovery Act (‘RCRA”), the Hazardous Substances Transportation Act,
the Toxic Substances Control Act, the Clean Water Act, the Endangered Species Act, the Clean Air Act,
the Occupational Safety and Health Act and all similar federal, state-and local environmental statutes,
ordinances, and the rules, regulations, orders, decrees and guidance documerits. related thereto, whether
any of the foregoing shall not exist or shall hereafter be enacted, decided, promulgated or.published.

Borrower represents and warrants to Lender that to the best of Borrower's Knowledge, except as
set forth in that certain environmental site assessment delivered to Lender in connection with the Loan
(the "Environmental Report"): (A) during the pericd of Borrower’s ownership of the Property (1) there
has been no use, generation, manufacture, storage, treatment, disposal, discharge; release, or
threatened release of any Hazardous Substances by any person on or around the Propertyexcept
Permitted Uses and strictly in accordance with all applicable Environmental Laws, and, a$ to-tenants_or
others in possession of the Property, as of the date hereof, with prudent business practices; and (2) there’

have been no Hazardous Substances transported over or through the Property except in connection with .~

Permitted Uses; (B) after diligent inquiry, Borrower has no knowledge of, or reason to believe that there .
has been: any use generation, manufacture, storage, treatment, disposal, release, or threatened release’ -
of any Hazardous Substance, hazardous waste or other waste by any prior owners or prior occupants _of i
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the Property or by any third parties onto the Property; or any actual or threatened fitigation or claims of
any kind by any person relating to these matters; (C) nc Hazardous Substances in excess of permitted
levels-or reportable quantities under applicable Environmental Laws are present in or about the Property
* or-any nearby.real property that could migrate to the Property; (D) no underground storage tanks of any
kind are or have ever been located in or about the Property; {E) the Property and all operations and
activities at, and the use and occupancy of, the Property, comply with all applicable Environmental Laws;
(F) Borrowet and every person currently having an interest in or conducting operations on the Property
has complied with, -and is now in strict compliance with, every permit, license, and approval required by all
applicable Environmental Laws for all activities and operations at, and the use and occupancy of, the
Property; "and (G) there.are no claims related to Hazardous Substances pending or threatened with
regard to the Property .or against Borrower or any indemnitor other than Borrower (individually or
collectively, “Indemnitor’). under the Environmental Indemnity (as hereinafter defined). Borrower
represents and warrants that; to the best of Borrower's knowledge, any written disclosure submitted by or
on behalf of Borrower-to Lender concerning any release or threatened release, past or present
compliance by Borrower,.or any other person of any Environmental Laws applicable to the Property, and
any environmental concerns: relatmg {o the Property, was true and complete when submitted and
continues to be true and compiete as of the date of this Security Instrument.

Borrower (1) releases and wawes any future claims against Lender for indemnity or contribution
in the event Borrower becomes-liable for cleanup or other costs under any Environmental Laws or under
any Hazardous Substances—related tlaim; .{2}. shall reimburse Lender, on demand, for all costs and
expenses incurred by Lender in connectlon with any review, approval, consent, or inspection relating to
the environmental provisions in this- Security” Instrument together with interest, after demand, at the
highest rate permitted under applicable law; and (3)-shall indemnify, defend, and hold Lender and Trustee
harmless from and against all losses, costs, claims, damages, penalties, liabilities, causes of action,
judgments, court costs, attorneys' fees and ottier legal expenses, costs of evidence of title, cost of
evidence of value, and other expenses {collectively, “Expenses”), including, without fimitation, any
Expenses incurred or accruing after the foreclosure of the lien of this Security Instrument, which either
may suffer or incur and which directly or indirectly arise.out of or are in any way connected with the
breach of any environmental provision either in this Security Instrument or in any Loan Document or as a
consequence of any release or threatened release or the presence, use, generation, manufacture,
storage, disposal, transportation, release, or threatened release of any Hazardous Substances on or
about the Property caused or permitted by Borrawer, ‘any prior-owner. or operator of the Property, any
adjoining fandowner or any other party, including, without limitation, the cost of any required or necessary
monitoring, investigation, repair, cleanup, remedy, or detoxification of any Hazardous Substances and
the preparation of any closure, remedial action, or other required plans, whether that action is required or
necessary by reason of acts or omissions occurring prior to or following the recordation of this Security
instrument. Borrower's abligations will survive the satisfaction, release, or cancellation of the Loan, the
release and reconveyance or partial release and reconveyance of this Security Instrument, and the
foreclosure of the lien of this Security Instrument or deed in lieu thereof. Notwithstanding anything in this
paragraph to the contrary, this paragraph shall not apply to the introduction” and initial release of
Hazardous Substances on the PrOperty from and after the date that Lender acquires title to the Property
through foreciosure or a deed in lieu of foreclosure {the “Transfer Date”); provided, however, Borrower
shall bear the burden of proof that the introduction and initial release of such Hazardous Substances: (i)
occurred subsequent to the Transfer Date, (ii) did not occur as the result 'of .any act or .omission of
Borrower or its agents, and (iif) did not occur as a resuit of a continuing leaching,.seeping, migration or
release of any Hazardous Substances introduced prior to the Transfer Date in, on under or near the
Property. . :

To the extent permitted by applicable law, Lender or its agents, representatives; -and. employees
may waive its lien against the Property or any portion of it, including, without limitation, the improvements’
and the Personal Property, to the extent that the Property is found to be environmentally impaired and to -
exercise all rights and remedies of an unsecured creditor against Borrower and all of Borrower's assets .
and property for the recovery of any deficiency and environmental costs, including, without limitation,”
seeking an attachment order. Borrower will have the burden of proving that Borrower or any related party - -
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'(Or;an affiliate or agent of Borrower or any related party) was not in any way negligent in permitting the
rélggse or threatened release of the Hazardous Substances.

. " Anything contained in this Security Instrument or in the Loan Documents to the contrary
notwuthstandlng, the Expenses will be exceptions to any nonrecourse or exculpatory provision of the Loan
Documents, @nd Borrower will be fully and personally liable for the Expenses. That liability will not be
limited- to. the - original principal amount of the obligations secured by this Security Instrument, and
Borrower's dbligations will survive the foreclosure, deed in lieu of foreciosure, release, reconveyance, or
any other transfer of the Property or this Security Instrument. For the purposes of any action brought
under this subsection, Borrower waives the defense of laches and any appiicable statute of limitations.

Lender and any other person or entity designated by Lender, including, without limitation, any
representative of @ governmental entity, and any environmental consultant, and any receiver appointed by
any court of competent jurisdiction, shall have the right, but not the obligation, to enter upon the Property
at all reasonable times to assess.any and all aspects of the environmental condition of the Property and
its use, including, without limitatien, ‘conducting any environmental assessment or audit (the scope of
which shall be determined by Lender) and taking samples of soil, groundwater or other water, air, or
building materials, and conducting other invasive testing. Borrower shall cooperate with and provide
access to Lender and any such-person.or entity designated by Lender.

If recommended by the Environmental -Report or any other environmental assessment or audit of
the Property, Borrower shall establish and-comply with an operations and maintenance program with
respect to the Property, in form and. substance reasonably acceptable to Lender, prepared by an
environmental consultant reasonably acceptable to l.ender, which program shall address any asbestos
containing material or lead based paint that may now or in the future be detected at or on the Property.
Without limiting the generality of the preceding sentence, Lender may require (1) periodic notices or
reports to Lender in form, substance and at such intervals as Lender may specify, (2) an amendment o
such operations and maintenance program to address changing circumstances, laws or other matters,
(3) at Borrower's sole expense, supplemental éxaminatiori of the Property by consultants specified by
Lender, (4) access to the Property by Lender, its agents or servicer, to review and assess the
environmental condition of the Property and Borrower's compliance with any operations and maintenance
program, and (5) variation of the operations and mamtenance program in response to the reports
provided by any such consuitants. . :

1.04 Funds for Taxes, Insurance and Other C'harges. Subject to applicable law or to a
written waiver by Lender, Borrower shalt pay to Lender, on the-day monthly instaliments of principal and
interest are payable under the Note (or on another day designated in-writing by Lender) until the Note is
paid in full, a sum (herein “impounds”} equal to one-twelfth {1/12). of:'(a) all Teal property taxes and
assessments (general and special), and all other taxes and asseéssments of any kind or nature
whatsoever, including, without limitation, nongovernmental levies or assessments such as maintenance
charges, levies or charges resulting from covenants, conditions and restrictions affecting the Property,
which are assessed or imposed upon the Property or any portion of it, or become due and payable, and
which create, may create or appear to create a lien upon the Property, or any part thereof, or upon any
person, property, equipment or other facility used in the operation or maintenance thereof, or any tax or
assessment on the Property, or any portion of it, in lieu thereof or in addition thereto or any iicense fee,
tax or assessment imposed on Lender and measured by or based in whole ar in part upen.the amount of
the outstanding Secured Obligations {collectively, *Taxes’); (b} the yearly premium mstallments for fire
and other hazard insurance, rent loss insurance, commercial general liability insurance-and such other
insurance covering the Property as Lender may require pursuant to Section 1.07 hereof- (conectlvely

“Insurance Premiums’); and (c) if this Security Instrument is on a leasehold, the yearly fixed ground rent,
if any, under any ground lease affecting the Property or any portion thereof, all as reasonably estirated’
initially and from time to time by Lender on the basis of assessments and bills and reasonable estimates
thereof. Lender may require Borrower to pay ta Lender, in advance, such other impounds for other taxes, - »
charges, premiums, assessments. and impositions in connection with Borrower or the Property-which #
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' Lender shall reasonably deem necessary 1o protect Lender’s interests (collectively “Other impositions”).
{The Taxes, Insurance Premiums, Other Impositions, and other items for which Lender is authorized to
collect Impounds hereunder are referred to collectively as “Impositions”.) Uniess otherwise provided by
. applicable.law, Lender may require Impounds for Cther Impositions to be paid by Borrower in a lump sum
or in periodic installments, at Lender's option. Any waiver by Lender of a requirement that Borrower pays
such impounds may be revoked by Lender at any time upon notice in writing to Borrower.

- Lender-shall apply the Impounds to pay such Impositions so long as Batrawer is not in breach of
such rates,-ground rent, Taxes, assessments, Insurance Premiums and Other Impositions and so long as
Borrower is-not in breach of any covenant or agreement in this Security Instrument. Lender shall make
no charge to Borrower for holding and applying the Impounds, annualfy analyzing such accounts, or for
verifying and compiling. said -assessments and bills, unless Lender pays Borrower interest, eamings or
profits on the Impounds and applicable law permits Lender to make such a charge. If requested by
Lender, Borrower shall cause to be furnished to Lender a tax reporting service contract covering the
Property of the type, duration and with a company satisfactory to Lender. Unless applicable law requires
interest, earnings or profits to 'be-pa.i_d;--__Lender shall not be required to pay Borrower any interest, eamings
or profits on the impounds. Eender shall give to Borrower, without charge, an annual accounting of the
Impounds, showing credits ‘and debits to the Impounds and the purpose for which each debit to the
Impounds was made. The. impounds are pledged as additional security for all sums secured by thrs
Security Instrument.

If the Impounds held by Lender at the time of the annual accounting thereof exceed the amounts
deemed necessary by Lender to provide” for the payment of such Impositions, as they fall due, or exceed
the amounts permitted to be held by applicable law;.if no Event of Default is in effect under any of the
Loan Documents, Lender shall credit: such.eéxcess Impounds on the next monthly installment or
installments of Impounds due. If at any time the amount of the Impounds held by Lender shall be less
than is sufficient to pay such Impositions -as they fall due, Borrower shall pay to Lender the amount
necessary to make up the deficiency within thirty (30) days after notice from Lender to Borrower
requesting payment thereof. -

Upon the occurrence of any Event of DefaUIt:under a-hy of the Loan Documents or Borrower's
breach of any covenant or agreement of Borrower in“this Security Instrument, Lender may apply, in any
amount and in any order as Lender shall determing, any Impounds held by Lender at the time of
application, (i) to pay Impositions which are now or will hereafter become due, or (ii) as a credit against
the sums secured by this Security Instrument. Upon payment:in full of all sums secured by this Security
Instrument or upon Defeasance (as defined in the Note, if so defi ned) Lender shall promptfy refund to
Barrower any Impounds held by Lender. .

1.06 Application of Payments. Unless applicable law ﬁrovidee’ otherwise, all payments
received by Lender from Borrower under the Note or this Security Instrument shall be applied by Lender
in the following order of priority: (i) to interest payable on the Note; (i) to. principal due on the Note; {jil) to
interest payable on advances made pursuant to Section 1.14 hereof; (iv} to pnnmpal of-advances made
pursuant to Section 1.14 hereof. (v) to amounts payabie to Lender by Borrower under Section 1.04
hereof; and (vi) any other sums secured by this Security Instrument in such order as.Lendér, at Lender's
option, may determine; provided, however, that Lender may, at Lender’s option, apply any sums payable
pursuant to Section 1.14 hereof prior to interest on and principal of the Note, but. such applrcatron shall
not otherwise affect the order of priority of application specified in this Section 1.05." .

1.06 Charges; Liens. Unless Lender shali be collecting (and Borrower sh__all_ .have-pai.d -as
required) Impounds pursuant to Section 1.04 above, Borrower shalt pay, at Borrower’s cost and expense,
all Impositions attributable to the Property, the Note, this Security Instrument, or any part thereof or
interest thersin by Borrower making or causing to be made payment, when due, directly to the payee -
thereof, or in such other manner as Lender may designate in writing. Borrower shall promptly: furnish’'to+
Lender all notices of amounts due under this Section 1.06, and if Borrower shall make payment dlrectiy
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" .Borrower shall promptly furnish to Lender receipts evidencing such payments. Borrower shall pay and
p’rdmptly discharge, at Borrower's cost and expense, all liens, encumbrances and charges upon, and the
claims of all persons supplying 'abor or materials to or in connection with, the Property, or any part
-, thereof or. interest therein, without regard to whether such lien, encumbrance, charge or claim (in each
case a “Claim"), is or may be senior and superior to, equal W|th or junior and inferior to the lien of this
Security Instrument. If Borrower shall fail to pay, remove and discharge any such fien, encumbrance,
charge. or claim, then in addition to any other right or remedy of Lender, Lender may, but shall not be
obligated. tg, drscharge the same, either by paying the amount claimed to be due or by procuring the
discharge of such lien;.encumbrance, charge or claim by depos:tlng in a court a bond or the amount
claimed or otherwise giving security for such claim, or by procuring such discharge in such manner as is
or may be prescribed by law. Borrower shall, immediately upon demand therefor by Lender, pay to
Lender an amount-equal ta.all costs and expenses incurred by Lender in connection with the exercise by
Lender of the foregoing r\ght to discharge any such lien, encumbrance, charge or claim, together with
interest thereon from the date of such expenditure at the Default Rate. Notwithstanding the foregoing,
Borrower may contest any Claim by appropriate proceedings duly instituted and diligently prosecuted at
Borrower's expense. Borrower shail-not be obhgated to pay any Claim, and Lender shall not have the
right to discharge any Claim pursuant to the provisions above, while such contest is pending if the
Property is not thereby subjected to imminent loss or forfeiture and, if Borrower has provided evidence
that it has paid the amount of such Claim or by procuring the discharge of such Claim by depositing in a
court a bond or the amount claimed’ or ‘otherwise giving security for such Claim, or by procuring such
discharge in such manner as is or' may be prescribed by law, it deposits one hundred fifty percent (150%)
of the amount of such Claim with the Lender or provides other security satisfactory to the Lender in its
sole discretion.

Borrower shall give Lender prompt writt_en notice of (a) the proposed creation of any county,
municipal, quasi-governmental or other improvement or special district of any nature or (b) any action in
respect to such district, which may affect the Property, including, without limitation, any proposed service
plan or modification of such plan, proposed organization of such district and election in regard to such
crganization, the proposed issuance of bonds by such district and election in regard to such issuance and
the proposed inclusion of the Property in any such district, and Borrower shall not consent to the creation
of any such district or any such action in respect to.such district without the prior written consent of
Lender, which consent shall not be unreasonably withheld.

1.07 Required Insurance; Delivery of Policies. Borrower shall at all times provide, maintain
and keep in force or cause to be provided, maintained and kept in force, at no expense to Trustee or
Lender, policies of insurance in form and amounts, covering:such casualties, risks, perils, liabilities and
other hazards as provided below. All such insurance policies shall be written by a company or companies
authorized and admitted to issue insurance in the State where the Property is located and having a rating
of A2 or better for ratings by Moody’s Investors Service, Inc., or A or better for: ratmgs by Fitch Investors
Service, L.P. or Standard & Poor's Ratings Services.

{a) Borrower shall initially maintain, until Lender shall other\mse mdlcate |n writing, the
following insurance: .

(1) Property Insurance. Borrower, at its sole cost and--expense,- shall keep all
Improvements, boilers and machinery, and all other Personal Property of Borrower now or. hereafter
situated on the Property insured during the term of this Security Instrument against loss ar damage by fire
and against loss or damage by other risks now embraced by "Special Form" or “All’Risk™ coverage SO
called, (including without limitation, rict and civil commotion, vandalism, malicious mischief, water,. fire,
burglary and theft) without any exclusion for terrorism, boiler and machinery coverage (if applicabie), flood
and/or earthquake insurance (if applicable), all as may be required by Lender, in amounts at all times’

sufficient to prevent Lender from becoming a co-insurer within the terms of the applicable policies and-~
under applicable insurance law, providing for deductibles (not to exceed the lesser of 1% of the face.: -

amount of any such policy or $10,000), maintained in an amount not less than 100% of the..--fﬁ!_l'
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replacement cost of the Improvements and betterments and Personal Property (equivalent to the
insurable value of the Improvements and Personal Property as determined by an appraisal acceptable to
‘Lender), on an agreed amount basis, without deduction for depreciation and without reference to co-
: i_nsurani;e.{ah ..insurance to value pravision is not permitted in the policy).

. (2) Liability Insurance. Borrower shall also provide commercial general liability
msurance namlng Lender as an additional insured. Such insurance shall provide coverage for personal
injury,~bodily injury, death, and property damage liability, against any and all claims, including all legal
liabffity to thé extent insurable and imposed upon Lender, and all court costs, legal fees and expenses.
The limits-of Ilablllty for such insurance coverage shall be in an amount not less than One Million Dallars
($1,000,000) per occurrence and Two Miflion Dollars ($2,000,000) in the aggregate, and shall be without
a deductible. :

(3) Business Income Insurance. “Business income” andfor “rental income’
insurance, each naming Lender as loss payee, in an amount sufficient to avoid any co insurance penalty
and to provide proceeds which will cover a period of not less than twelve (12) months from the date of
casualty or loss; the term ‘rental income” shall mean the sum of (A} the total then ascertainable Rents
payable under the Leases (defined below) and (B) the total ascertainable amount of all other amounts to
be received by Borrower from-third parties which are the legal obligation of the tenants under such
Leases, reduced to the extent such amounts would not be received because of operating expenses not
incurred during a period of non occupancy of that portion of the Property then not being occupied.

{4) Flood Insurance If--the Property is now, or hereafter becomes, situated in a
federally designated special flood hazard drea, then Borrower shall obtain and maintain at all times
thereafter, a policy of flood insurance in such amount as Lender may, from time to time require, and shail
otherwise comply with the requirements of the.National Flood Insurance Program. A Life of Loan Fiood
Hazard Certificate shall be provided to Lender |dent|fy|ng the Flood Hazard Zone in which the Property is
situated.

{5) Law and Ordinance Insura_nce_._- -I'f any. of the iImprovements or the use of the
Property shall at any time constitute a legal non-conforming structure or use, Borrower shall obtain an
"Ordinance or Law Coverage” or "Enforcement" endorsement, which shall include coverage for (A) loss of
value (in an amount no less than 100% of the full replacement cost of the improvements), (B) demolition
and debris removal costs (in an amount not less than 15% of the policy limit or insured value), and (C}
increased costs of construction (in an amount not less than 15% of t‘ne pohcy limit or insured value).

(8) Builder's Risk insurance. At all t|mes dunng ‘which structural construction,
repairs or alterations are being made with respect to the Improvements, Borrower shall also maintain or
cause to be maintained (A) owner's contingent or protective liability insurance covering claims not
covered by or under the terms or provisions of the above-mentioned commercial general liability
insurance policy; and (B} the insurance provided for in subsection (1) abové written in a so-called
builder's risk completed value form (w) on a non-reporting basis, (x) agairst all risks-insured against
pursuant to the first sentence of this paragraph, {y} including perm|ssmn to occupy the Property, and {2)
with an Agreed Amount endorsement waiving co-insurance provisions. .

) Workers’ Compensation [nsurance. [f Borrower has. employees Borrower
shall also maintain workers' compensation, subject to the statutory limits of the state where the Property
is located, and employer's liability insurance with a limit of at least $1,000,000 per acmdent and per
disease per employee, with respect to any work or operations on or about the Property. . S

(b} The original policy or policies and renewals thereof (or, at the sole opti'o_n of L_en_de‘r,' )
duplicate originals or certified copies thereof), together with receipts evidencing payment of the premium-~
therefor, shall be deposited with Lender, and Borrower hereby assigns to Lender the proceeds of such: /
policy or policies as additional security for the Secured Obligations. Not more than forty-five (45) days *
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" after closing the Loan, Borrower shail defiver to Lender the original poiicy or polictes (or, at the sofe option
of Lender, duplicate originals or certified copies thereof). Such insurance may be provided in one policy
oF” separate policies for hazard insurance, rental or business income insurance, general fiability,
. earthquake, environmental or flood (or other special perils} insurance. Each such policy of insurance
shall’ eontaina" non-contributing loss payable clause and @ mortgagee clause in favor of and in form
acceptable to' Lender for policies referred to under subsections 1.07(a)(1), (3), (4), (8), and (6), and
naming Lender as an additional insured for policies referred to under subsections 1.07(a) (2) and (7), and
shall provide for not less than thirty (30) days prior written notice to Lender of any intent to modify, cancel,
or terminate the pohcy or policies or the expiration of such pelicies of insurance, and must include a
Lender's Loss Payable endorsement, and such other endorsements as required by Lender, including a
replacement cost éndorsement and agreed amount endorsement. |f the insurance required under this
Section 1.07 or any portion therecf is maintained pursuant to a bianket policy, Borrower shall furnish to
Lender a certified.copy. of such policy, together with an orrglnal Evidence of Insurance (Acord Form 28)
indicating that Lender (and its successors and/or assigns} is an insured under such policy in regard to the
Property and showing the:amount of coverage apportioned to the Property which coverage shall be in an
amount sufficient to satisfy the requirements hereof. Not less than fifteen (15) days prior to the expiration
dates of each pollcy reqmred of Borrower hereunder, Borrower will deliver to Lender a renewal policy or
policies marked “premium ‘paid” or accompanied by other evidence of payment and renewal satisfactory
to Lender; and in the event:of foreclosuré of this Security Instrument, any purchaser or purchasers of the
Property shall succeed to all rights of ‘Borrower, including, without fimitation, any rights to unearned
premiums, in and to all insurance pohcaes asmgned and delivered to Lender pursuant to the provisions of
this Section 1.07. .

© If at any time Lender is not in receipt of written evidence that all insurance required
hereunder is in full force and effect, Lender shall have the right but not the obligation, without notice 1o
Borrower, to take such action as Lender deems necessary to protect its interest in the Property, including,
without limitation, the obtaining of such insurance coverage as Lender in its sole discretion deems
appropriate, and ail expenses incurred by Lender in connection with such action or in obtaining such
insurance and keeping it in effect shall be paid by Borrower to Lender upon demand and until paid shall
be secured by this Security Instrument and shall bear interest at the Default Rate (as hereinafter defined).

1.08 Payment of Premiums. If Lender shall collect and Borrower shall pay in full Impounds
for premiums in accordance with the provisions of Section 1.04 abové, Borrower shall be deemed to have
“paid” the premiums for the purposes of this Section 1.08. In the event Borrower fails to provide, maintain,
keep in force or deliver to Lender the policies of insurance required by this Securlty Instrument or by any
Loan Document, Lender may (but shall have no obligation to) procure such insurance or singie-interest
insurance for such risks covering Lender’'s interest, and Borrower. will. pay all premiums thereon and
reimburse Lender for all amounts paid or incurred by Lender in connection therewith promptly upon
demand by Lender, and until such payment is made by Borrower, the @mount of all such premiums shall
be added to the principal amount of the Loan and shall bear interest at the Default Rate

1.09 Casualties; Insurance and Condemnation Proceeds In the évent of a casualty or a
taking by eminent domain, the foilowing provisions shall apply in connection wﬁh the Restorataon (defined
below) of the Property: B e

{a) If the Property shall be damaged or destroyed, in whole or in, part 'by'f ire.or other
casualty, or if the Property or any portion thereof is taken in any condemnation’ of emirient domain
proceeding, Borrower shall give prompt notice of such damage or taking to Lender and shaii-promptly
commence and diligently prosecute the completion of the repair and restoration of the Property as nearly
as possible 1o the condition the Property was in immediately prior to such fire or other ca5uarty or takmg,
with such alterations as may be approved by Lender (the “"Restoration”). ’

{b) The term “Net Proceeds” for purposes of this Section 1.09 shall mean: (i) the néf' amouhi__s
of all insurance proceeds under the policies carried pursuant to Section 1.07 hereof as a result of such -
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* damage or destruction, after deduction of Lender's reasonable costs and expenses (including, without
limitation; attorneys’ fees), if any, in collecting the same, or (i} the net amount of all awards and payments
receivéd by Lender with respect to a taking referenced in Section 1.17 hereof, after deduction of Lender's
" reasonable. costs and expenses (including, without limitation, attorneys’ fees), if any, in collecting the
same,~whichaver the case may be. If (i) the Net Proceeds do not exceed $50,000 (the “Net Proceeds
Availability Threshold™); (i) the costs of completing the Restoration as reasonably estimated by
Borrower shall'be less than or equal to the Net Proceeds; (iii} no Event of Default exists under the Note,
this Security Instrument or any of the other Loan Documents; (iv) the Property and the use thereof after
the Restoration will be in compliance with, and permitted under, all applicable zoning laws, ordinances
rules and regulations {including, without llmltatmn taws relating to legal nonconforming structures or uses
and all applicable”Enviranmental Laws; (v} (A} if the Net Proceeds are insurance proceeds, less than
twenty-five percent(25%) of the total floor area of the Improvements has been damaged or destroyed, or
rendered unusable s a result of such fire or other casualty; or (B) if the Net Proceeds are condemnation
awards, less than 25% of the Property is taken, such PrOper(y that is taken is located along the perimeter
or periphery of the Property, no portion of the Improvements is located on such Property, and such taking
does not materially impair access.to-the Property; and (vi) Lender shall be satisfied that any operating
deficits, including, without: fimitation; all scheduled payments of principal and interest under the Note
which will be incurred with: respect to the Property as a result of the occurrence of any such fire or other
casualty or taking, whicheverthe case may be, will be covered out of (1) the Net Proceeds, or {2} other
funds of Borrower, then the Net Proceeds will be disbursed directly to Borrower for Restoration.

{c) If the Net Proceed_sare greaterthan the Net Proceeds Availability Threshold, such Net
Proceeds shall, subject to the provisions of the Leases that are superior to the lien of this Security
Instrument or with respect to which subordination and non-disturbance agreements binding upon Lender
have been entered into and such subordination-and non-disturbance agreements apply to the deposits of
Net Proceeds, be forthwith paid to Lender to bé held by Lender in a segregated account to be made
available to Borrower for the Restoration in accordance with the provisions of this Subsection 1.09(c).

The Net Proceeds held by Lefider pursuant to_Subsection 1.09(c) hereof shall be made
available to Borrower for payment or reimbursement of. Borrowers expenses in connection with the
Restoration, subject to the following conditions: D

N no Event of Default exists und'ér:tﬁe-No.te,' this. Security Instrument or any of the
other Loan Documents; S .

2) Lender shall, within a reasonable period of time prior to a request for an initial
disbursement, be furnished with an estimate of the cost ‘of the-'Resfdration accompanied by an
independent architect's opinion based on due professional investigation as to such costs and appropriate
plans and specifications for the Restoration, such plans and specifications and cost estimates to be
subject to Lender's approval, not to be unreasonably withheld or delayed '

(3) the Net Proceeds, together with any cash or cash equwalent deposited by
Borrower with Lender, are sufficient to cover the cost of the Restoration as such costs are cemf ed by the
independent architect; L e .

(4) Net Proceeds are less than the outstanding principal balance of the Note

9) (A} if the Net Proceeds are insurance proceeds, less than s:xty percent (60%) of
the total floor area of the Improvements has been damaged or destroyed, or rendered unusable as a
result of such fire or other casualty; or (B) if the Net Proceeds are condemnation awards; less than 25%.
of the Property is taken, such Property that is taken is focated along the perimeter or periptiery. of the
Property no portion of the Improvements is located on such Property and such taking does not’ matenally o
impair access to the Property; . el
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(6) Lender shall be satisfied that any operating deficits, including, without limitation,
aII schedu!ed payments of principal and interest under the Note which will be incurred with respect to the
Property as a result of the accurrence of any such fire or other casualty or taking, whichever the case
: may be will be covered out of {1) the Net Proceeds, or (2) other funds of Barrower,;

(?) Lender shall be satisfied that, upon completion of the Restoration, the gross cash
ﬂow and the net cash flow of the Property will be restored to a level sufficient to cover all carrying costs
and operating expenses of the Property, including, without limitation, debt service on the Note at a
coverage rafio (after deducting all required reserves as required by Lender from net operating income} of
at least 1:25 to 1.0, which coverage ratio shall be determined by Lender on the basis of the Applicable
Interest Rate (as d’ét’ ned--in"the Note);

8y the Restorahon can reasonably be completed on or before the earliest to occur of
{A) six {6) months prior to the Maturity Date (defined in the Note), (B) the earliest date required for such
completion under the terms.-of any Major Leases (defined below) and (C) such time as may be required
under applicable zoning law, ordinance ruie or regulation in order to repair and restore the Property to as
nearly as possible the condltlon it was in immediately prior to such fire or other casualty or to such taking,
as applicable; .

(9) the Propé[ty f.ind "t'jse thereof after the Restoration will be in compliance with, and
permitted under, all applicable zoning laws, ordinances, rules and regulations including, without limitation,
laws relating to legal nonconforming str‘u_c".turc__e's or uses and all applicable Environmental Laws; and

(10)  each Major Lease: in"'effec{' as of the date of the occurrence of such fire or other
casualty shall remain in full force and effect during and after the completion of the Restoration without
abatement of rent beyond the time requiréd_forRestoration.

For purposes hereof, the term "Major Lease -shall mean (i) any Lease which {A} provides for rental
income representing ten percent (10%}) or more of the total rental income for the Property, (B) covers ten
percent (10%) or more of the total space at the Property, in the agaregate, or (C) provides for a lease
term of more than ten (10} years including optlons to renew and (ii) any instrument guaranteeing or
providing credit support for any Major Lease, e

{d) The Net Proceeds held by Lender until disbursed in accordance with the provisions of
this Section 1.09 shall constitute additional security for the Secured Obligations. If Borrower is entitled to
Net Proceeds pursuant to the terms hereof, the Net Proceeds ‘(other than the Net Proceeds paid under
the policy described in Section 1.07(a)}(3) hereof for loss of rents or business interruption) shall be
disbursed by Lender to, or as directed by, Borrower, in an amount equal to the costs actually incurred
fram time to time for work in place as part of the Restoration less customary retainage from time to time
during the course of the Restoration, not more frequently than once per.month, upcn receipt of evidence
satisfactory to Lender that (A) all materials installed and work and labor-performed {(except to the extent
that they are to be paid for out of the requested disbursement) in connection with the Restoration have
been paid for in full, and (B) thare exist no notices of pendency, stop orders, mechanlc s-0r materialman’s
liens or notices of intention to file the same, or any other liens or encumbrances ofany’ nature whatsocever
on the Property arising out of the Restoration which have not either been fully bonded and discharged of
record or in the alternative fully insured to the safisfaction of Lender by the title company insuring the lien
of this Security Instrument. The Net Proceeds paid under the policy described in Section 1.07(a)(3) shall
be disbursed by Lender to pay for debt service under the Loan, to pay other expenses incurred by
Borrower in connection with the ownership and operation of the Property, and the remainder thereof, -to,
or as directed by, Borrower to pay for the cost of the Restoration in accordance with this Section 1.09(d).
Final payment shall be made after submission to Lender of all licenses, permits, certificates.of occupancy
and cther required approvals of governmental authorization having jurisdiction and Casuaity Consu[tant s
(defined below) certification that the Restoration has been fully completed. : R
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_ (e) Lender shall have the use of the plans and specifications and all permits, licenses and
approvals required or obtained in connection with the Restoration. The identity of the contractors,
subcontractors and materialmen engaged in the Restoration, as well as the contracts under which they

© have been engaged, shall be subject to prior review and acceptance by Lender and an independent

consulting engineer selected by Lender {the "Casualty Consultant”), such acceptance not to be
unregsonably withheld or delayed. Ali costs and expenses incurred by Lender in connection with making
the “Net Proceeds available for the Restoration, including, without limitation, attorneys’ fees and
disbursements and-the Casualty Consultant’s fees, shall be paid by Borrower.

(fy- If at any-time the Net Proceeds or the undisbursed balance thereof shall not, in the
reasonable opinion of Lender, be sufficient to pay in full the balance of the costs which are estimated by
the Casualty Consuliant to. be incurred in connection with the compietion of the Restoration, Borrower
shall deposit the deficiency in'immediately available funds (the “Net Proceeds Deficiency”) with Lender
before any further disbursement of the Net Proceeds shali be made. The Net Proceeds Deficiency
deposited with Lender shall be held by Lender and shall be disbursed for costs actually incurred in
connection with the Restoration.on-the same conditions applicable to the disbursement of the Net
Proceeds, and until so dlsbursed pursuant to this Section 1.09 shall constitute additional security for the
Secured Obligations. ' .

{9) Unless an Event of Defailt exists, Borrower shall seftle any insurance claims with respect
to the Net Proceeds which in t_he-'éggregate'- are less than the Net Proceeds Availability Threshold.
Lender shall have the right to participate in-andreasonably approve any settlement for insurance claims
with respect to the Net Proceeds which in the aggregate are greater than the Net Proceeds Availability
Threshold. If an Event of Default exists, Borrower hereby irrevocably empowers Lender, at Lender’s sole
election, in the name of Borrower as its true and lawful attorney-in-fact, to file and prosecute such claims
and to collect and to make receipt for any such-payment. Notwithstanding the foregoing, Lender's failure
to file and prosecute any such claims shall-not diminish or impair Lender's rights and remedies against
Borrower under the Loan Documents. If the Net. Proceeds are received by Borrower, such Net Proceeds
shall, until the completion of the related work, be held in_trust for Lender and shall be segregated from
other funds of Borrower to be used to pay for the cost of the Restoratron in accordance with the terms
hereof. _ .

(h) The excess, if any, of the Net Proceeds and the remaining balance, if any, of the Net
Proceeds Deficiency deposited with Lender after (i) the Casualty Consultant certifies to Lender that the
Restoration has been completed in accordance with the provisions of this Section 1.09, and (i) the receipt
by Lender of evidence satisfactory to Lender that all costs mcurred-in-connection with the Restoration
have been paid in full and all required permits, licenses, cerificates of 6ccupancy and other required
approvals of governmental authorities having jurisdiction have been issued, shall'be remitted by Lender to
Barrower, provided no Event of Default shall have occurred and shall be contlnumg under the Note, this
Security Instrument or any of the other Loan Documents. .

(i) Ali Net Proceeds not required (i) to be made available for.the-Restoration or (i) to be
returned to Borrower as excess Net Proceeds pursuant to Subsection 1.08(h) hereof shall be retained
and applied by Lender toward the payment of the Secured Obligations whether or not-then due and
payable in such order, priority and proportions as Lender shall determine, without Prepayment Charge,
or, at Lender's scle election, the same shall be paid, either in whole or in part, to 'Borrower. . If Lender
shall receive and retain Net Proceeds, the lien of this Security Instrument shall be reduced only:by the
amount received and retained by Lender and actually applied by Lender in reduction of the Secured
Ohbligations. . .

1.10  Assignment of Policies Upon Foreclosure. In the event of foreclosure o"'f_'th"is' 'St_écur"i'ty"

Instrument or other transfer of title or assignment of the Property in extinguishment, in whole or'in part, of
the debt secured hereby, all right, title and interest of Borrower in and to all policies of insurance required : -
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' 'b"y Section 1.07 hereof shall inure to the benefit of and pass to the successor in interest to Borrower or
the purchaser or grantee of the Property.

= '_1_"1'1'" . Indemnification; Subrogation; Waiver of Offset.

. (& Not\mthstandung any other provisions of this Security Instrumeni, Lender is not
undertakmg any obligations, nor shall Lender have any obligations, under the Leases; or with respect to
agreements, contracts, certificates, instruments, franchises, permits, licenses and other items which are
part of the Property if Lender or Trustee is made a partty to any litigation concerning the Note, this
Security Instrument, any.of the Loan Documents, the Property or any part thereof or interest therein, or
the occupancy of the.Property by Borrower, then Borrower shall indemnify, defend and hold Lender and
Trustee harmless from-all liability by reason of said litigation, including, without limitation, attorneys’ fees
and expenses incurred.by Lender or Trustee as a result of any such litigation, whether or not any such
litigation is prosecuted to judgment. Lender and Trustee may employ an attorney or attorneys selected
by it to protect its rights hereunder, and Borrower shall pay to Lender and Trustee attorneys’ fees and
costs incurred by Lender. and Trustee

(b) Borrower waives any and all right to claim or recover against Lender, Trustee, or their
respective officers, employeeés, ‘agents and representatives, for loss of or damage to Borrower the
Property, Borrower's property ‘or the property of others under Borrower's control from any cause insured
against or required to be insured.against by the provisions of this Security Instrument.

{©) All sums payable by-Borrower pursuant to this Security Instrument or the Note shall be
paid without notice, demand, counterclaim, setoff, deduction or defense and without abatement,
suspension, deferment, diminution or reduction; 'and the obligations and liabilities of Borrower hereunder
shail in no way be released, discharged or otheérwise affected (except as expressly provided herein) by
reason of: (i) any damage to or destruction of or any condemnation or similar taking of the Property or any
part thereof; (i) any restriction or preventior. of or interference by any third party with any use of the
Property or any part thereof; (i) any title defect or encumbrance or any eviction from the Property, the
Improvements or any part thereof by title paramount or otherwise; (iv) any bankruptcy, insolvency,
reorganization, compasition, adjustment, dissolution, . liquidation or other like proceeding refating to
Lender, or any action taken with respect to this Security Instrument by any trustee or receiver of Lender,
or by any court, in any such proceeding; {v} any claim which. Borrdwer has or might have against Lender;
(vi) any default or failure on the part of Lender to perform or comply with any of the terms hereof or of any
other agreement with Borrower; or (vii) any other occurrence whatsoever; whether similar or dissimilar to
the foregoing and whether or not Borrower shall have notice or knowledge of any of the foregoing.
Except as expressly provided herein, Borrower waives all rights now or hergafter conferred by statute or
otherwise to any abatement, suspension, deferment, diminution or reductlon of any sum secured hereby
and payable by Borrower. ; ;

1.12 Utilities. Borrower shall pay or shall cause to be paid when dus all ‘utility charges which
are incurred by Borrower for the benefit of the Property and all other assessments or charges of a similar
nature, whether or not such charges are or may become liens thereon. ' R

113 Actions Affecting Property. Borrower shall promptly give Lender wrzrten notrce of, and
shall appear in and contest, any action or proceeding purporting to affect the Property or any portion
thereof or interest therein, or the security of this Security Instrument or the rights or powers of Lender or
Trustee; and shall pay all costs and expenses, including, without limitation, the cost.of ewdence of title
and attorneys’ fees, in any such action or proceeding in which Lender or Trustee may appear.” .+

114 Actions by Trustee or Lender to Preserve Property. |f an Event:"'of_"'[')efeu_lt"'ie"

continuing, Lender and/or Trustee, each at its own election, without obligation so to do, without releasing*

Borrower from any obligation, and without notice to or demand upon Borrower, may make or do the same :
in such manner and to such extent as either may deem necessary to protect the security hereof.-'In
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connection therewith (without limiting their general powers, whether conferred herein, in any other Loan
Documents or by law), Lender and Trustee shall have and are hereby given the right, but not the
'obllganon (i) to enter upon and take possession of the Property; (i) to make additions, alterations, repairs
- and improvements to the Property which they or either of them may consider necessary or proper to keep
the ‘Property-in. good condition and repair; (jii) to appear and participate in any action or proceeding
affecting or which may affect the Property or any portion thereof or interest therein, the security of this
Security Instrument or the rights or powers of Lender or Trustee; (v} to pay, purchase, contest or
compromise any encumbrance, claim, charge, lien or debt which in the judgment of either may affect or
appears to- affect the security of this Security Instrument or be prior or superior hereto; and (v) in
exercising-such powers {0 pay necessary expenses, including, without limitation, attorneys’ fees and
costs or other necéessary.or desirable consultants. Borrower shall, immediately upon demand therefor by
Lender and Trustee or either of them, pay to Lender and Trustee an amount equat to all respective costs
and expenses incufred by such party in connection with the exercise of the foregoing rights, including,
without limitation, costs of evidence of title, court costs, appraisals, surveys and receiver's, trustee’s and
attorneys’ fees and costs and expenses together with interest thereon from the date of such expenditure
at the Default Rate. = .

115 Transfersﬁ Eiue On -$_aIeIEncumbrance.

{a) Lender Reliance. Borrower acknowledges that Lender has examined and relied on the
experience of Borrower or its genéral partners, managing partners, managing members, principals or any
direct or indirect legal or beneficial owner. of Borrower in owning and operating properties such as the
Property in agreeing to make the Loan, and wiil continue to rely on Borrower’s ownership of the Property
as a means of maintaining the value of the Property as security for payment and performance of the
Secured Obligations. Borrower acknowledges. that Lender has a valid interest in maintaining the value of
the Property so as fo ensure that, shouild Borrower default in the payment or the performance of the
Secured Obligations, Lender can recover the Secured Obligations by a sale of the Property.

(b) Transfer Definitions. For purposes of this __Sectlon 1.15, an "Afflliated Manager® shall
mean any Property Manager in which Borrower, any Guarantor (as hereinafter defined) or any Indemnitor
has, directly or indirectly, any legal, beneficial or economic interest; a ‘Restricted Party” shall mean
Borrower, any Guarantor, any Indemnitor, or any Affiliated Manager or any shareholder, partner, member
or non-member manager, or any direct or indirect legal or beneficial owner of Borrower, any Guarantor,
any Indemnitor, any Affiliated Manager or any non-member mangger, a“Sale” shall mean a voluntary or
involuntary sale, conveyance or transfer of a legal or beneficial interest; and a Pledge shall mean a
pledge of or grant of a security interest in a legal or beneficial interest; the term “control” means the
possession, directly or indirectly, of the power to direct or cause the direction of management, policies or
activities of a person or entity, whether through ownership of voting secuntres by contract by operation of
law, or otherwise.

(c) No Sale/Encumbrance.

(1) Except as is set forth below in Section 1.15(d) with respect to Permitted
Transfers (as hereinafter defined), Borrower shall not sell, convey, mortgage, granit, bargain, encumber,
pledge, assign, grant options with respect to, or otherwise transfer or dispose of (directly or indirectly,
veluntarily or involuntarily, by operation of law or otherwise, and whether or not for_consideration or of
record) the Property or any part thereof or any legal or benef cial interest therein’ or permlt a Sale or
Pledge of an interest in any Restricted Party (collectively a “Transfer’), without the prior-written consent
of Lender, which consent may be withheld at Lender’s sole election, regardless of whether the conditions
set forth in Subsection 1.15(e) hereof have been satisfied. Without limiting the foregomg, there shalt be
no subordinate financing placed on any portion of the Property. _ i

(2) A Transfer shall include, without limitation: (i) an installment sales agreeme_ﬁt_f
wherein Borrower agrees to sell the Property or any part thereof for a price to be paid in installments: (i) /
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" an agreement by Borrower leasing all or a substantial part of the Property for other than actual occupancy
by a.space tenant thereunder or a sale, assignment or other transfer of, or the grant of a security interest
in.,-Borrower's right, title and interest in and to any Leases or any Rents; (jii) if a Restricted Party is a
©_corporation, any merger, consolidation, Sale or Pledge of such corporation's stock or the creation or
issuance of riew stock in such corporation; (iv) if a Restricted Party is a limited or general partnership or
joint yenture, any merger or consolidation or the change, removal, resignation or addition of any general
partner.or. joint venturer, or the Sale or Pledge of the partnership interest of any limited partner, general
partner-or-joint-venturer, or the Sale or Pledge of any profits or proceeds refating to such partnership
interest, or.the: creatlon or issuance of new partnership interests; (v) if a Restricted Party is a limited
liability company, any merger or consolidation or the change, removal, resignation or addition of any
managing membef or.non-member manager {or if no managing member or non-member manager, any
member) or the Sale or Pledge of the membership interest of any member or any profits or proceeds
relating to such membersmp interest, or the creation or issuance of new membership interests; {vi) if a
Resiricted Party is a trust or nominee trust, any merger or consolidation or the Sale or Pledge of the legal
or beneficial interests in-such Restricted Party or the creation or issuance of new legal or beneficial
interests; (vii) the removal or the. resignation of the Property Manager (including, without limitation, an
Affiliated Manager) other than in accordance with Section 1.02 hereof, and {viii) without limitation to the
foregoing, any Sale or Pledge by any person or entity which directly or indirectly controls Borrower of its
direct or indirect controlling mterest in Borrower

(d) Permitted Transfers

(1) Notwﬂhstandrng the prowsrons of Sections 1.15(b} and (c) hereof, the following
transfers shall not be deemed to be a Transfer: (i) transfers by devise or descent or by operation of law
upon the death of a member, partner or shareholder of a Restricted Party; (i) the Sale, in one or a series
of transactions, of not more than forty-nine percent (49%) of the stock in a Restricted Party; (iii) the Sale,
in one or a series of transactions, of not more than forty-nine percent (48%) of the limited partnership
interests or non-managing membership interests, as the case may be, in a Restricted Party; (iv) inter
vivos and testamentary transfers of the legal or heneficial interests (including, without fimitation, stock,
partnership interests and membership interests) in a Restricted Party (A) to an existing owner of a legal or
heneficial interest (lncludlng without limitation, a-shareholder,: limited partner, general partner, joint
venturer or member) in such Restricted Party on the date hefeof (an “Existing Owner’), (B) to a lineal
descendant or spouse of an Existing Owner, (C) to a trust, the beneficiary of which is {(and so leng as any
part of the Loan remains unpaid continues to be) an Existing -Ownher or, a lineal descendant or spouse of
an Existing Owner, or (D} to a corporation, limited or general partnershlp, limited liability company or other
legal entity which is (and so long as any part of the Loan remains unpaid continues to be} wholly owned
and controlled by an Existing Owner; and (v) pursuant to Leases .for. which Lender's consent is not
required in accordance with the provisions of Section 1.26 {b) hereof. Notwithstanding the introductory
clause of this paragraph, the transfers described in clauses (i) through (iv) inclusive of this paragraph
(collectively, “Permitted Transfers”) shall be subject to Lender's prior written consent, which consent
Lender shall provide upon satisfaction of the conditions set forth in Subsection 1. 15(e) hereof.

(&) Conditions Precedent. Lender's consent to any Transfer{Permrtted Transfer regardiess
of whether Lender has consented to any previous Transfer/Permitted Transfer is sub}ect tor satlsfactlon of
the following conditions precedent:

(1) Lender shall have received, in the case of voluntary Transfer!Permrtted Transfer
at least thirty (30) days prior written notice of the Transfer/Permitted Transfer of, in-the case. of a
transfer(s} by devise or descent or by operation of law upon the death of a Restricted Paﬂy or the death
of a member, partner, trustee, beneficiary or shareholder of a Restricted Party, within thirty (30) days after
such Permitted Transfer (the Post-Permitted Transfer Notice Deadline”), together with copies of 'such’
documents and information relating to the Transfer/Permitted Transfer as Lender may request, including, <™
without limitation, the Sale documents (including, without limitation, purchase/sale agreement, if any), the.: ¢
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terms and structure of the Sale and the nature and structure of the Sale (including, without limitation,
_del:_gt_lequity structure, if any);

: {(2) One of the following is satisfied: (i} the Transfer/Permitted Transfer shall not
resittin a change in the control of any Restricted Party or a change in the control or management of the
Borrower and/or the Property; (i) the person(s) or entity(ies) proposed to assume control of such
Restncted Pat‘ty and the person(s) or entity(ies) proposed to assume control and management of the
Borrower- and.the Property shall be acceptable to Lender in all respects (including, without limitation,
financial condition, credit history and management ability/experience and other relevant criteria, all as
determined by Lender); or (jii} in the case of a Permitted Transfer described in Subsection 1.15(d)(T)(i),
the person(s) or entity(ies) to whom such interest is transferred shall be acceptable to Lender in Lender’s -
commercially reasonable discretion and in the event any of the foregoing proposed person{s) or
entity(ies) described in'this Subsection 1.15(e)(2)(iii) are not acceptable to Lender in the manner describe
herein, Lender shall provide a reasonable opportunity (not to exceed thirty (30) days from the expiration
of the Post-Permitted Transfer Notice Deadline in the case of fransfer(s) by devise or descent or by
operation of faw upon the death of Restricted Party or the death of a member, partner, trustee, beneficiary
or shareholder of a Restricted Party) for substitute person(s) or entity(ies), acceptable to Lender in the
manner described in this Subsection. 1.15(e)(2)(iii}, to be provided (notwithstanding the provisions of this
Section 1.15(e){2), (x) the Barrower; (y) the spouses and lineal descendants of the individual owners of
the membership interests in the Barrower as of the date hereof; and (z) any entity that owns an ownership
interest in the Borrower as of the date hereof shall be deemed appraoved transferees for purposes of this
Subsection 1.15(e)(2)(ii});

(3) the TransferlPern{itt_ed Transfer shall not release any Guarantor or Indemnitor or
their respective estates from their respecti_v'e obtigations under the Loan Documents;

4 the TransferlPerrh’i-tt_ed Transfer shall not release the Borrower from its
obligations under the Note, this Security Instrument, or any other Loan Documents;

(5) the Transfer/Permitted Transfer shall not have any adverse effect either on the
Borrower's compliance with the provisions of this Security Instrument, including, without limitation, Section
1.29 (captioned “Single Purpose Entity") and Section 1.30 (captioned “ERISA”) hereof, or on the
Borrower's status as a continuing legal entity fiable for.the payment and performance of the Secured
Obligations; S ;

(8) the Transfer/Permitted Transfer is not proh:blted by federal regulations or other
applicable law due to such transfer violating or being inconsistent with: the same

3] Borrower shall pay all of Lender's costs and expen'ses, including, without
limitation, attorneys’ fees and costs, and title insurance costs {if any). - '

{H Lender’s Rights. Lender reserves the right to condition any consent required hereunder
upon a modification of the terms hereof (excluding a modification of the interest rate, amartization tetm,
maturity date, or payment schedule) and on an assumption of the Note, this Security Instrument and the
other Loan Documents as s0 modified in connection with the proposed Transfer, .payment of an
assumption fee (except with respect to Permitted Transfers) of one percent (1%) of @he’_'-:;iri-ncipal.balance
of the Note (the “Assumption Fee"), payment of a $2,000.00 processing fee (thé “Processing: Fee”),
payment of expenses incurred by Lender (including attorneys’ fees) in connection with any - propesed
~ Transfer (the “Transfer Expenses’), the approval by a Rating Agency (defined below) of the proposed
transferee, and such other conditions and legal opinions as Lender shall determine to be in the interest. Of__
Lender. If the holder of the Note shall be a “real estate mortgage investment conduit” or “REMIC” (as

such terms are defined in Section 860D of the United States Internal Revenue Code, as amended: and”

any related United States Treasury Department regulations) (the “‘REMIC Trust’), such opinions shall
include, without limitation, an opinion of counsel in form and substance satisfactory to Lender from ./

(T

Skagit County Auditor
2!14!2007 Page 21 of 61 1:44PM

-21-




' 'counsel -approved by Lender, stating that the tax qualification and status of the REMIC Trust as a REMIC

will not be adversely affected or impaired as a result of such modification or assumption. The Transfer
Expenses and the Processing Fee shall be payable by Borrower whether or rot Lender consents to the

. Transfer... Lender shall not be required to demonsirate any actual impairment of its security or any

incréased risk of default hereunder in order to declare the Secured Obligations immediately due and
payable upon a Transfer without Lender's consent. Any Transfer made in contravention of this Section
1.15, shall. bé null and void and of no force and effect. The provisions of this Section 1.15 shafl apply to
every ‘Transfer regardless of whether voluntary or not, or whether or not Lender has consented to any
previous Transfer

(g) Assumptlon and Release. Provided that no Event of Defauit shall have occurred and
shall be continuing; Lender shail consent to a sale of the Property and assumption of the Loan by the
purchaser (transferee) -and the release of Borrower from liability under the Loan, except for any liability
arising or accruing prlor to-the closing of said assumption, upon (1) Borrower's completion of an
assumption application in"such form as Lender may require from time to time, (2) Lender’s review and
approval, which approval shiall..not be unreasonably withheld, of the creditworthiness and other
qualifications of the proposed transferee (including, without Ilmltat:on the development, business or
management expertise of the proposed transferee, if deemed relevant under the circumstances by
Lender in its good faith judgment) under Lender’s underwriting criteria at the time of said assumption, (3)
the execution by the transferee of an assumption agreement in such form as Lender may require from
time to time, and (4} payment to'Lender of the Assumption Fee, the Processing Fee and the Transfer
Expenses. In addition, in connection with said assumption, but subject to all of the conditions referred to
above in this Subsection 1.15(g), Lender. shall consent to the release of the Guarantor and indemnitor,
except for any liability arising or accruing prior to.the closing of said assumption, provided that Lender
approves in writing substitute guarantor(s)hndemnrtor(s) acceptable to Lender in its sole discretion in
terms of creditworthiness and other qualifications under Lender's underwriting criteria at the time of said
assumption, and further provided that suctr substitute guarantor(s)/indemnitor(s) execute guaranties
and/or indemnities in form and content acceptable to Lender.

1.16  Survival of Warranties. Notwithstanding any investigation of the Property, Borrower,
Guarantor or Indemnitor by Lender, Borrower acknowledges: (a) that in accepting the Note, this Security
Instrument and the other Loan Documents, Lender is ‘expressly and primarily relying on the truth and
accuracy of the representations, warranties and covenants of ‘Borrower, Guarantor and Indemnitor
contained in any loan application (a “Loan Application”) or made to Lender in connection with the Loan
or contained in the Loan Documents or incorporated by reference therein (the "Warranties”); (b} that
such reliance existed on the part of Lender prior to the date hereof; (c) that the Warranties are a material
inducement to Lender in making the Loan; and {d) that Lender would-not-make the Loan in the absence
of the Warranties. All Warranties shall survive the execution and delivery of this:Security instrument and
shall remain continuing obligations, representatlons warranties and covenants of Borrower so long as
any portion of the Secured Obligations remain outstanding.

117 Eminent Domain; Condemnation. Borrower shafl promptly glve Lender natice of the
actual or threatened commencement of any condemnation or eminent domain proceedlng and shall
deliver to Lender copies of any and all papers served in connection™ with . such “proceedings.
Notwithstanding any taking by any public or quasi-public authority through eminent domain or otherwise
{including, without limitation, any transfer made in lieu of or in anticipation of the exercise of such taking),
Borrower shall continue to pay and perform the Secured Obligations at the time” and’in the manner
provided for its payment and performance in the Note and in this Security Instrument and the Secured
Obligations shall not be reduced until any award or payment therefor shall have been actua!iy received
and applied by Lender, after the deduction of expenses of collection, to the reduction or discharge of the
Secured Obligations. Lender shall not be limited to the interest paid on the award by the condemning’
authority but shall be entitled to receive out of the award interest at the rate or rates provided in _t_he"‘Note, o
Borrower shall cause the award or payment made in any condemnation or eminent domain proceeding, -
which is payable to Borrower, to be applied in accordance with Section 1.09 hereof. In the-event -
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" Borsower is not entitied to any award or payment pursuant to Section 1.09 hereof, Borrower shall cause
the award or payment to be paid directly to Lender. Lender may apply the award or payment to the
reduction or discharge of the Secured Obligations whether or not then due and payable. If the Property is
. sold, through foreclosure or otherwise, prior to the receipt by Lender of the award or payment, Lender
shall have the right, whether or not a deficiency judgment on the Note (to the extent permitted in the Note
or herein) shall'have been sought, recovered or denied, to receive the award or payment, or a portion
thereof sufficient fo pay the Secured Obligations. If in the event of a total condemnation the award or
payment is not sufficient to repay the Note in full, Borrower shall immediately pay any remaining balance,
together with all ‘accrued interest thereon. Nothing herein shail be construed to cure or waive any Event
of Default:or notice of default hereunder or under any other Loan Document or invalidate any act done
pursuant to such notsce

1.18 Additionai Secunty No other security now existing, or hereafter taken, to secure the
Secured Obligations shall be impaired or affected by the execution of this Security Instrument and all
additional security shall be taken, considered and held as cumuiative. The taking of additional security,
execution of partial releases ‘of the security, or any extension of the time of payment of the Secured
Obhgatsons shall not diminish' the force, effect or lien of this Security Instrument and shall not affect or
impair the liability of any maker, surety or endorser for the payment of the Secured Obligations. In the
event Lender at any time holds additional security for any of the Secured Obligations, it may enforce the
sale thereof or otherwise realize upon {he same, at its option, either before, concurrently, or after a sale is
made hereundet.

118  Property Use. Thé-P‘rdpgrtj}_s’hall be used only for commercial retail use, office use and
self-storage use, and for no other use without the prior written consent of Lender.

1.20 Successors and Assigns. Without in any way limiting or affecting the provisions of
Section 1.15 hereof, this Security Instrument-applies to, inures to the benefit of and binds all parties
hereto and their respective heirs, legatees, devisces, administrators, executors, successors and assigns.
The term “Lender” shall mean the owner and holder of the Note, whether or not named as Lender herein.
in exercising any rights hereunder or taking any actions provrded for herein, Lender may act through its
employees, agents, independent contractors or semcers authorized by Lender.

1.21  Inspeciions. Lender, or its agents, 'representatives or employees, are authorized to
enter at any reasonable time (and with due regard for rights of-tenants) upon or in any part of the Property
for the purpose of inspecting the same and for the purpose: of performing any of the acts Lender is
authorized to perform hereunder or under the terms of any of the Loan Documents. Without limiting the
generality of the foregoing, Lender shall have the same right, power and atithority to enter and inspect the
Property, and the right to appoint a receiver on an ex parie basis, to enforce thls rlght to enter and inspect
the Property. .

122 [RESERVED.]

1.23 Lender's Powers. Without affecting the liability of any. other person liable for the
payment of any obligations herein mentioned, and without affecting the lien_or charge of this Security
Instrument upon any portion of the Property not then or therefofore released- as secyrity for the full
amount of all unpaid obligations, Lender may, from time to time and without notice. (i) rélease any person
so liable, (i) extend the maturity or alter any of the terms of any such obiigation, .(iii) grant other
indulgences, {iv) release or reconvey, or cause to be released or reconveyed at any time at Lender’s
opticn any parcel, portion or alt of the Property, (v) take or release any other or additional secunty for any
obligation herein mentioned, or (vi) make other arrangements with debtors in relation thereto :

1.24 Books and Records; Financial Statements.
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o (@) Borrower, any Guarantor and any Indemnitor shall keep (and Borrower shall cause any
Guarantor and any Indemnitor to keep) adequate books and records of account in accordance with
‘accounting principles acceptable to Lender, in Lender's commercially reasonable discretion, consistently
q applied'a_hdﬁfu.r_nish to Lender:

(1) quarterly and annual (or, if requested by Lender and the Loan has not yet been
secunhzed or-sold as a whole loan, monthly) certified rent rolls signed and dated by Borrower
acoompamed_ by an officer's certificate, detailing the names of ali tenants of the Improvements, the
portion of Improvements occupied by each tenant, the base rent and any other charges payable under
each Lease and the teim.of each Lease, including the expiration date, the extent to which any tenant is in
default under any Lease, and any other information as is reasonably required by Lender, within twenty
(20) days after the end of each calendar month, thirty (30) days after the end of each fiscal quarter or
sixty (60) days after the, close of each fiscal year of Borrower, as applicable;

(2} quarterty and annual {or if requested by Lender and the Loan has not yet been
securitized or sold as a whole loan,. monthly] operating statements of the Property, prepared and certified
by Borrower in the form requu'ed by Lender, detailing the revenues received, the expenses incurred and
the net operating income before and after debt service (principal and interest) and major capital
improvements for each month-and containing appropriate year to date information, within twenty (20)
days after the end of each calendar month, thirty (30) days after the end of each fiscal quarter or sixty
{60) days after the close of each fiscal year of Borrower as applicable;

(3) annual (or Jf requested by Lender and the Loan has not yet been securitized ar
sold as a whole Loan, quarterly) balance sheets and proftt and loss statements of Borrower, any
Guarantor and any Indemnitor in the form- requrred by Lender, prepared and certified by the respective
Borrower, Guarantor and Indemnitor within thirty (30) days after the end of each fiscal quarter or sixty (60}
days after the close of ®ach fiscal year of Borrower, Guarantor and indemnitor, as the case may be; and

{4 an annual operating budget presented on a monthly basis consistent with the
annual operating statement described above for the Property, including cash flow projections for the
upcoming year, and all proposed capital replacements and improvements at least fifteen (15) days prior
to the start of each fiscal year. .

(5) Barrower shall use its best efforts to-obtain and furnish to Lender gross annual
sales and sales per square foot information for tenants of the'Property designated by Lender. Further,
with respect to Leases under which the tenants are “obligated -to provide financial or sales
statementsfinformation to Borrower, as landiord under such Leases, Borroweér agrees to promplly provide
upon Lender’s request all of the statements/information such tenants are obligated to provide to Borrower
pursuant to the Lease, provided that the provisions of such Leases or'any Subordination Non-Disturbance
and Attornment Agreement executed by such tenants in connection with the Loan aliow or authorize such
statements/information to be provided to Lender or any first Ilenhoider/mortgagee of the Praperty.

{b) Upon request from Lender, Borrower, any Guarantor and any Indemmtor shall furmish
{and Borrower shall cause any Guarantor and any Indemnitor to furnish) in a trmely manner to Lender

M if the Property is used for multi-family residential use, a ..prop_eﬂy ‘management
report for the Property, showing the number of inquiries made and/for rental applications received from
tenants or prospective tenants and deposits received from tenants and any other informaticn. requested
by Lender, in reasonable detail and certified by Borrower (or an officer, general partnier,” member-or
principal of Borrower if Bosrower is not an individual) to be frue and complete, but no moré frequenﬂy than_
quarterly; and _ '

(2) an accounting of all security deposits held in connection with any Lease of a"riy__s
part of the Property, including the name and identification number of the accounts in which such secunty
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' 'dEposrts are held, the name and address of the financial instifutions in which such security deposits are
held and the name of the person to contact at such financial institution, along with any authority or release
necessary for Lender to cbtain information regarding such accounts directly from such financial
: rnstltutlons

o (c} / ‘Borrower, any Guarantor and any Indemnitor shall furnish (and Borrower shall cause any
Guarantor -and any Indemnitor to furnish) Lender with such other additional financial or management
information- (mcludmg without timitation, state and federal tax retums) as may, from time to time, be
reasonabiy requrred by l.ender in form and substance satisfactory to Lender.

(d) Borrower any Guarantor and any Indemnitor shall furnish (and Borrower shall cause any
Guarantor and any lndemnitor to furnish) to Lender and its agents convenient facilities for the
examination and audit of any such books and records.

(e) Borrower "s"hal'l'_pay a late fee of $500 to Lender each time Borrower fails to deliver the
required financial documents set-forth-above within the time set forth above, if such delivery delinquency
continues for ten (10} business days after written notice thereof.

1,25 Borrower Name(s); Matters Affecting Financing Statement Filings. At the request of
Lender, Borrower shall execlité a certificate in form satisfactory to Lender listing the trade-names or
fictitious business names under which Borrower intends to operate the Property or any business located
thereon and representing and warranting that Borrower does business under no other trade names or
fictitious business names with respect to, the Property. Borrower will not change any of the fellowing
without notifying the Lender of such change_m writing. at least thirty (30) days prior to the effective date of
- such change and without first obtaining the prior written consent of the Lender:

{a) Borrower’s name or 'rdentity'-(i_nc_luding, without limitation, its trade name or names),
(o)  ifBorrower s an individual, Borrower's principal residence;
{c) if Borrower is an organization, Borrowrer’s' corpdraie partnership or other structure;

{(d) if Borrower is an organization, Borrower 3 juf‘lSdlCtIC\n of organization (i.e., the jurisdiction,
or State, under whose law the Borrower is organized), or ' ;

(e} if Borrower is an organization, Borrower's place of -busi'nc_e_s__s {if Borrower has only one
place of business) or Borrower’s chief executive office (if Borrower. has more {han one place of business).

Upon any change in the matters referred to above (if permitted hereunder), Barrower will, upon request of
Lender, execute any financing statement amendments, additional ﬁnancmg statements and other
documents required by Lender to reflect such change. .

1.26 Leaseholds.

{a) Space Leases. Borrower shali deliver to Lender a signed copy of all Leases (other than
residential Leases) with respect to the Property or executed counterparts thereof,-now existing or
hereafter made from time to time, within thirty (30) days of signing, affecting all .ér any part-of the
Property, and except as is set forth herein, all Leases now or hereafter entered into- with respect to the
Property shall be in form and substance subject to the approval of Lender. Borrower shail not,” without
Lenders prior written consent, execute, modify, surrender or terminate any Lease now existing-or,
hereafter made affecting all or any part of the Property; provided, however, that Borrower may entet.into
Leases affecting the Property without Lender’s consent if such Leases (i) provide for a term of no'less ™ |
than three (3) years and no more than seven (7) years and at least a market rental rate for comparable’
properties in the geographic area of the Property (as determined by Lender); (i) have been negotiated at
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*_.arms length with a bona fide independent, third-party tenant; (iii) demise not more than fifteen (15%)
percent of the lesser of gross square footage of, or total income generated by, the Improvements; (iv) do
not contain material modifications from the standard form of Lease previously approved by Lender; (v) do
*.not change the use of the Property in effect at the time the Loan was made; (vi) do not have a materially
adverse effect on the value of the Property taken as a whole; and (vii} are subject and subordinate to this
Security Instrument and the lessees thereunder agree to attorn to Lender following Lender's succession
to Borrower’s interest in the Property. If the Property is multifamily, self-storage, or mobile home park, the
prior conserit of Lender shall not be required in connection with the making, modification or termination of
Leases in thé ordinary course of business and in the exercise of Borrower's prudent business judgment,
provided (i) the term of such Leases (including any renewal or extension term) shall be no less than six
(6) months and na more-than eighteen (18} months and (i) the rental rate for such Leases shall be at
least a market rental rate for comparable properties in the geographic area of the Property. Borrower shall
pay a late fee of $500. to Lender each time Borrower fails to deliver the required documents set forth
above within the time set forth above, if such delivery delinguency continues for ten (10} days after written -
notice therecf.

1.27  Indemnity: In addition to any other indemnities to Lender specifically provided for in this
Security Instrument, Borrower hereby. indemnifies and saves Lender and its authorized representatives
harmless from and against.any and all losses, liabilities, suits, obligations, fines, damages, penalties,
claims, costs, charges and expenses, including, without fimitation, architects’, engineers’ and attorneys’
fees and all disbursements which may be.imposed upon, incurred or asserted against Lender and its
authorized representative by reason of. (iy the construction of any Improvements, (i} any capital
improvements, other work or things-done.in, .on or about the Property or any part thereof, (iii) any use,
nonuse, misuse, possession, occupation, alteration, operation, maintenance or management of the
Property or any part thereof or any street, drive, sidewalk, curb, passageway or space comprising a part
thereof or adjacent thereto, {iv) any negligence or willful act or omission on the part of Borrower and its
agents, contractors, servants, employees, licensees or invitees, {v} any accident, injury (including, without
limitation, death} or damage to any person or property oceurring in, on or about the Property or any part
thereof, (vi) any lien or claim which may be alléged to have arisen on or against the Property or any part
thereof under the laws of the local or state government or any other governmental or quasi-governmental
authority or any liability asserted against Lender with respect thereto, {vii) any tax atiributable to the
execution, delivery, filing or recording of this Security Instrurent or the Note, (viii) any contest due 1o
Borrower's actions or failure to act, permitted pursuant to the provisions of this Security instrument, (ix)
any default under the Note or this Security Instrument, (x) any-claim by or liability to any contractor or
subcontractor performing work or any party supplying materials in conpection with the Property, (xi) any
and all claims and demands whatsoever which may be asserted agamst Lender by reason of any alleged
obligations or undertaking on its part to perform or discharge any of thé terms; covenants, or agreements
contained in any Lease; or {xii) the payment of any commission, charge or brokerage fee to anyone which
may be payable in connection with the funding of the Loan.

1.28 Representations and Warranties. Borrower covenants represents and warrants with
and to Trustee and Lender that: - .

{a) Borrower Organization. Borrower is duly organized, v‘alidly 'exie'tlng'“and in good
standing (if applicable) under the laws of the jurisdiction of its organization or formation, and Borrower is
duly qualified to transact business and holds all licenses, registrations or other approvals (or is otherwise
exempt), in each other jurisdiction in which the conduct of Borrower's business’ requrres such
qualification, licenses, registrations or other approvals. Borrower will continuously maintain its. existence
and good standing (if applicable) under the laws of the jurisdiction of its organization or formation, and
Borrower will continuously maintain its qualification to transact business and all licenses; registrations, or
other approvals (unless otherwise exempt), in each other jurisdiction in which the conduct of Borrower g
business requires such qualification, licenses, registrations or other approvals. o P
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_ [(3)] Borrower Authority. Borrower has all requisite power and authority to enter intg the
Loan-and to execute and deliver the Loan Documents, and to perform all of the obligations required of
Borrower thereunder. Borrower is not required to make any filing with, or to obtain any permit,
© authorization, consent or approval of, any person or entity as a condition to Borrower's entering into the
Loan, -executing and delivering the Note, this Security Instrument, or any other Loan Documents, or
performlng alt of the obligations required of Borrower thereunder, or if any such required permit,
authorrzatron consent or approval is required, it has been obtained.

( ) Valldlty of Documents. The execution and delivery by Borrower of the Note, this
Security [nstrume_nt and..other Loan Documents, and the performance by Borrower of its obligations
thereunder, do nof violate any prohibition contained in, conflict with, result in a breach of, give rise to any
right of termination, cancellation or acceleration under, consfitute a default under, or require any
additional approval under (i)Y Borrower’s partnership agreement or any other organizational or constituent
document or instrument pursuant to which Borrower was formed or by which Borrower's operations are
governed; (i} any material instrument or agreement to which Borrower is a part or by which Borrower is
bound or that affects the. Property;.or-{iii) any law, rule, regutation, ordinance, order, injunction or decree
application to Borrower or to the Propetty or any portion thereof. '

{d) Warranty of Title. Borrower hereby fully warrants the title to the Property and wiil defend
the same and the validity and ptiority of the lien and encumbrance of this Security Instrument against the
lawful claims of all persons whomsoever..“None of the Permitted Encumbrances (defined below),
individually or in the aggregate, materially: m_terfere with the benefits of the security intended to be
provided by the Security Instrument-and the-Loan Documents, materially and adversely affect the value of
the Property, impair the use or operatlons of the F’rOperty or impair Borrower's ability to pay its obligations
in a timely manner. .

(e) No Liens or Transfers. B‘orro_wer has not obtained, or agreed to obtain, any loan from
any person which could result in the creation.of.a lien upon_the Property, or any part thereof, to secure
repayment thereof, except for the lien of the Loan. The Property is free and clear of all liens and
encumbrances of any Kind, nature or descnptlon save and except only for those matters set forth in a
schedule of exceptions to coverage in the title insurance policy approved by Lender and insuring Lender’s
interest in the Property (the "Permitted Encumbrances?”). Further, Borrower has not made or permitted
any transfer (including, without limitation, a Transfer) which will-or could result in subordinate financing
being placed on any portion of the Property, and there is no outstandfng Sale or Pledge of an interest in a
Restricted Party. .

) Litigation. There is not pending against Borrower (or any ‘partner of Borrower, if and to
the extent applicable) any petition in bankruptcy, whether voluntary or otherwise; any assignment for the
benefit of creditors, any petition seeking recrganization, liguidation or arrangement under the bankruptcy
laws of the United States or of any State thereof, or any other action brought under the aforementioned
bankruptcy laws; and there is no action, suit, proceeding or investigation pending or, to Borrower's
knowledge, threatened, in any court or before any governmental agency (including, without limitation,
condemnation proceedings) involving Borrower (or partner of Borrower, if and to the extent applicable) or
the Property or any portion thereof, including, without limitation, any action. .which weuld draw into
question the validity of the Loan or of Borrower's obligations under the terms of the Note this Security
Instrument or any other Loan Document. R : .

(@) Status of Property.
(N No portion of the Improvements is located in an area identiﬁed"b'y' :_the' 'S_ec'ré'ta'_ry_
of Housing and Urban Development or any suceessor thereto as an area ha\nng special‘flood hazards

pursuant to the Flood Insurance Acts or, if any portion of the Improvements is located within such’ area i
Borrower has obtained and will maintain the flood insurance described in Section 1.07 hereof. e
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T 2) The Property and the present and contemplated use and occupancy thereof are
in ‘substantial compliance with all applicable zoning ordinances, building codes, land use and
Enwronmental Laws and other similar laws. Without limiting the foregoing, the Property is in substantial
. compliance with the Americans with Disabilities Act of 1980 (as amended from time to time and any
‘successor statute) and all of the regulations promulgated thereunder. The Land constitutes one or more
separate tax'lo’ts and one or more separate legal lots in compliance with all applicable subdivision
regufatlons

(3) ~ All necessary certificates, licenses and other approvals, governmental and
otherwise; necessary for.the operation of the Property and the conduct of its business and all required
zoning, building code,-tand use, environmental and other similar permits or approvals, are in full force and
effect as of the date‘“hel?eof-and not subject to revocation, suspension, forfeiture or modification.

(4) .. Tﬁe P'r"c.a'perty is served by all utilities required for the current or contemplated use
thereof, and all utility service’ IS prowded by public utilities and the Property has accepted or is equipped
to accept such utility serwce

{5} All pubhc roads and streets necessary for service of and access to the Property
for the current or contemplated use thereof have been completed, are serviceable and all-weather and
are physically and legally open for use by the pubhc

6) The Property is served by public water and sewer systems.

{7) The Property is free‘ fro_m--m-atenaf damage by any cause whatscever, and any
and all repairs required by Lender have been completed.

8 All costs and expéhs_es of any and all labor, materials, supplies and equipment
used in the construction of the improvements have been paid.in full.

(9 Borrower has paid in full forand is"th'e_ owner of, all furnishings, fixdures and
equipment (other than property owned by tenants) used in connection with the operation of the Property,
free and clear of any and all security interests, hens or. encumbrances except the lien and security
interest created hereby. e

(10) - Al liquid and solid waste disposal,: sep'uc and sewer systems located on the
Property are in a good and safe condition and repair and in comphance Wlth all applicable laws.

(11} Al the Improvements fie within the boundane__s gf the Lanc_l.

(h) No Foreign Person. Borrower is not a "foreign person’,.foreign corporation”, “foreign
partnership”, “foreign trust” or “foreign estate” or other foreign entity as thoss terms-are defined in Section
1445 of the United States Internal Revenue Code, as amended, and the refated Unlted States Treasury
Department regulations. :

(i} Separate Tax Lot. The Land is assessed for real estate tax purposes as, one or more
wholly independent tax lot or iots, separate from any adjoining land or improvements not constituting a
part of such lot or lots, and no other land or improvements are assessed and taxed together wﬁh the Land
or any portion thereof. e S

{ Financial Condition. Borrower is solvent, and no bankruptcy, reorganization, insolvency.
or similar proceeding under any state or federal law with respect to Borrower has beeninitiated.. No ..
petition in bankruptcy has ever been filed by or against Borrower, any Guarantor, or any related: enhty or |
any principal, general partner or member thereof, in the last seven {7) years, and neither Borrower, any.’ J
Guarantor nor any related entity, or any principal, general partner or member thereof, in the last seven'(7)
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years has ever made any assignment for the benefit of creditors or taken advantage of any insolvency act
or any act for the benefit of debtors. All information in all financial statements, rent rolls, reports,
certificates and other documents submitted in connection with the Loan are accurate, complete and
©_ cofrect in.all matenal respects. There has been no adverse change in any condition, fact, circumstance
or e\'rent that 'would make any such information inaccurate, incomplete or otherwise misleading.

Ry Business Purposes. The Loan is solely for the business purpose of Borrower, and is
not for- personai famlly household, or agricultural purposes.

(I) Taxes -Borrower and any guarantor of the Loan have filed all federal, state, county,
municipal, and city incorne and other tax returns required to have been filed by them and have paid all
taxes and related liabilities which have become due pursuant to such retums or pursuant to any
assessments received by them. Neither Borrower nor any guarantor of the Loan knows of any basis for
any additional assessme"nt in res’pect aof any such taxes and related liabilities for prior years.

{m) No Change in Facts -or Circumstances, All information in all financing statements, rent
rolls, reports, ceriificates and other. documents submitted in connection with the Loan are accurate,
complete and correct in ‘all respects. There has been no adverse change in any condition, fact,
circumstance or event that would make any such information inaccurate, incomplete or otherwise
misleading.

{n} Disclosure. Bo"rrbwer has’ 'disélosed to Lender all material facts and has not failed to
disclose any material fact that could cause’ any representatlon or warranty made herein to be materially
misleading. : ;

{o) Hlegal Activity. No poﬁio_n "of't'ﬁe Property has been or will be purchased, improved,
equipped or furnished with proceeds of any ‘illegal activity, and, to the best of Borrower's knowledge,
there are no illegal activities or activities relating to any controlled substance at the Property.

{m Contracts. Ail contracts, agreements,. consents waivers, documents and writings of
every kind or character af any time to which Borrower is a patty {0 be delivered to Lender pursuant to any
of the provisions of the Loan Documents are valid and enforceable against Borrower and, to the best
knowledge of Borrower, are enforceable against all other parties thereto, and, to Borrower's actual
knowledge, in all respects are what they purport to be and, ‘fo'the best knowledge of Borrower, to the
extent that any such writing shall impose any obiigation or duty on the party thereto or constitute a waiver
of any rights which any such party might otherwise have, said writing shail be valid and enforceable
against said party in accordance with its terms, except as such enforcement may be limited by applicable
bankruptcy, insolvency, reorganization or similar laws affecting the rights-of creditors generally.

{a) Transfer of Property. To the best of Borrower's khowledge 'there is no concurrent or
subsequent escrow to be opened or closed upon the closing of the Loan whrch wourd have the effect of
transferring all or any portion of the Property. .

1.29 Single Purpose Entity. Borrower covenants, represents, warrants and agrees that it
has not done any of the following and shall not do any of the following: ot

{a) engage in any business or activity other than the acquisition, de\iéiobmént ' .owhership,
operation, teasing and managing and maintenance of the Property, and entering -into the Loan and
activities incidentat thereto; c

{b) acquire or own any material assets other than (i) the Property, and (i) such rnc;tdental"_._. ;
Personal Property as may be necessary for the operation of the Property;
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ER (v} merge into or consolidate with any person or entity or dissolve, terminate or liquidate in
whole or'in part, transfer or otherwise dispose of all or substantially all of its assets or change its legal
structure, without in each case Lender's consent;

< (d) (i) fail to observe its organizational formalities or preserve its existence as an entity duly
organazed valldly existing and in good standing (if applicable) under the laws of the jurlsdsctlon of its
organlzatlon or formation, and qualification to do business in the State where the Property is located, if
applicable; ‘or (i) without the prior written consent of Lender, amend, modify, terminate or fail to comply
with the prowsmns of Borrower’s partnership agreement, articles or certificate of incorporation, articles of
organization or snmllar organlzahonal documents, as the case may be;

(e) own any subsudlary or make any investment in, any person or entity without the consent
of Lender; : .
® commin_glé" .its" assets with the assets of any of its members, general partners, affiliates,

principals or of any otherperson-cr-ehtity, participate in a cash management system with any other entity
or person or fail to use its own' separate stationery, invoices and checks;

{s)] incur any debt; secured or unsecured, direct or contingent (including, without limitation,
guaranteeing any obligation), other than the Loan, except for trade payables in the ordinary course of its
business of owning and operating thé Property, provided that such debt (i) is not evidenced by a note, (ii)
is paid within sixty (60) days of the date incurred, (i) does not exceed in the aggregate four percent (4%)
of the outstanding principal balance of the. Note, and (iv} is payable to trade creditors and in amounts as
are normal and reasonable under the circumstances;

(h)  fail to pay its debts and liabilities (including, without limitation, as applicable, shared
personnel and overhead expenses) from its assets as the same shall become due;

(i} {i) fail to maintain its records (including, without fimitation, financial statements), books of
account and bank accounts separate and apart from those of the members, general partners, principals
and affiliates of Borrower, the affiliates of a member, general. partner or principal of Barrower, and any
other person or entity, (i) permit its assets or liabilities. to be listed as assets or liabilities on the financial
statement of any other entity or person, or (iii) include the assets or. Ilabllmes of any cther person or entity
on its financial staiements;

{0 enter into any contract or agreement with any..member, general partner, principal or
affiliate of Borrower, any Guarantor, or any member, general partner' principal .or affiiate thereof (other
than a business management services agreement with an affiliate of ‘Borrower, provided that (i) such
agreement is acceptable to Lender, (i) the manager, or equivaient thereof, under such agreement holds
itself out as an agent of Borrower, and (iii) the agreement meets the standards set forth in this
subsection {j) following this parenthetical), except upon terms and conditions that are commercially
reasonable, intrinsically fair and substantially similar to those that would be available ori.an arms-length
basis with third parties other than any member, general partner, principal or, aﬁ‘ I|ate of Borrower any
Guarantor, or any member, general partner, principal or affiliate thereof; . :

(k) fail to correct any known misunderstandings regarding the separate, |dentity of: Borrower
or any member, general partner, principal or affiliate thereof or any other person;, - L

) guarantee or become obligated for the debts of any other entity or person or hold |tseif
out to be responsible for the debts of another person; S :

(m) make any loans or advances to any third party, including, without limitation, any member _' '
general pariner, principal or affiliate of Borrower, or any member, general partner, principal or aff Ilate.f___.
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' .thereof and shall not acquire obligations or securities of any member, general partner, principal or
aff hate of Borrower, or any member, general partner, or affiliate thereof;

. (n) .. fail to file its own tax returns ar, if part of a consolidated group, fail to be shown as a
separate member of such group;

(o) farf either to hold itself out to the public as a legal entlty separate and distinct from any
other entfty or person.or to conduct its business solely in its own name in order not (i} to misiead others
as to the 1dentlty with which such other party is transacting business, or (i) to suggest that Borrower is
responsible for the:debts.of any third party (including, without limitation, any member, general partner,
principal or affi liate of- Borrower, or any member, general partner, principal or affiliate thereof),

(p}  fail to maintin adequate capital for the normal obligations reasonably foreseeable in a
business of its size and character and in light of its contemplated business operations;

(@ share "ény _com.m'on'.'lbgo with or hold itself out as or be considered as a department or
division of (i) any general pariner, principal, member or affiliate of Borrower, (i) any affiliate of a general
partner, principal or memberof Borrower, or (iii) any other person or entity;

(] fail to allocaté”fatiriy and reasonably any overhead expenses that are shared with an
affiliate, including, without hm!tatlon paymg for office space and services performed by any employee of
an affiliate; Ry

(s) pledge its assets for the 'benéﬂt=of'é'ny other person or entity, other than with respect to
the Loan; LS T

)] fail to maintain a sufficient’ n_u.mber of employees in light of its contemplated business
operations; L

{u) fail to hold its assets in its own name;

(v} if Barrower is a corporation, fail to consader the mterests of its creditors in connection with
all corporate actions to the extent permitted by applicable law; . .

{w) have any of its obligations (other than the Loan) guaranteed by an affiliate except
Guarantor; or

) faii to provide in its (i) articles of organization, oerti.ﬁc_:ate of f_ormation and/or operating
agreement, as applicable, if Borrower is a limited liability company,:(if) imited parinership agreement if
Borrower is a limited partnership or {iii) certificate of incorporation, if Borrower is a corporation, that for so
long as the Loan is outstanding pursuant to the Note and this Security Instrument; Borrower shall not file
or consent to the filing of any petition, either voluntary or involuntary, to take advantage of any applicable
insolvency, bankruptey, liquidation or reorganization statute, or make an assignment for the benefit of
creditors without the affirmative vote of all of the general partners/managing membersldlrectors of
Borrower.

130 ERISA

(a) Borrower shall not engage in any transaction which would cause any obligation; or action
taken or to be taken, hereunder (or the exercise by Lender of any of its rights under the-Note, this:

Security Instrument and the other Loan Documents) to be a non-exempt {(under astatutory or.-.

administrative class exemption) prohibited transaction under either the Employee Retlrement Inc:omeE
Security Act of 1974, as amended ("ERISA") or the Internal Revenue Code. S
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o (b} Borrower represents and warrants that, as of the date heteof and throughout the term of
thls Security Instrument (1) Borrower is not and will not be an “employee benefit plan” as defined in
Section 3(3) of ERISA, which is subject to Title | of ERISA, {2) Borrower is not and will not be a
'."governmental plan” within the meaning of Section 3(32) of ERISA; (3) Borrower is not and will not be,
and’ transactions by or with Borrower are not and will not be, subject to state statutes reguiating
investments and fi ducrary obligations with respect to governmental plans; and (4) one or more of the
followmg cnrcumstances is and will be true:

(i) Equity interests {(as defined in 29 C.F.R. §2510.3-101({b)(1)} in Borrower
are pubhcly—offered securltles within the meaning of 29 C.F.R. §2510.3-101(b)(2),

(u) _ Less than twenty-five percent {25%) of each outstanding class of equity
interests in Borrowar are held by "benefit plan investors” within the meaning of 29 CF. R §2510.3-
101{H(2); or

(m) ' Borrower qualifies as an “operating company” or a "real estate operating
company” within the meaning of 29 C.F.R. §2510.3-101(c) or {&), or an investment company registered
under The Investment Company Act'of 1940,

At Lender's request from tim'é"to"f :tirr_l_é =t'h'roughout the term of this Security Instrument, Borrower shall
defiver to Lender such certifications-and other-evidence acceptable to Lender of Borrower's compliance
with the covenants, representations and warranties contained in this Section 1.30.

" ARTICLE 2.
DEFAULT

2.01 Events of Default. The occurrence of any of the following events shall be an Event of
Default hereunder (an “Event of Default"): .

(a) Borrower fails to pay any interest, pﬂncrpai or other monies due under the Note or other
Loan Documents on the date any such amount is due, -

{b) if any of the Impositions or other chargés ref'e_rred_ to.in Sections 1.04 or 1.06 hereof are
not paid when the same is due and payable, except to the extent sums: sufficient to pay such lmpositions
or other charges have been deposiled. with Lender in accordance wrth the terms of this Security
Instrument; B

(c) if the insurance policies required by Seaction 1 07 hereof are, not kept in full force and
effect, or if such insurance policies are not delivered to Lender upon request

(d) any representation or warranty made by Borrower, any Indeminitor or any person
guaranteeing payment or performance of the Secured Obligations or any partion thereof (whether one or
more, a "Guarantor’) in connection with the Property, the Loan, or the appfication for the Loan proves to
have been materially faise or materialty misleading when made, or Borrower or any Guarantor fails to
disclose any material fact respecting the Property, the Loan, or the application for’ the Loan

(e} any governmenta!l authority takes or institutes any action, which in the sole opmron of
Lender, will adversely affect Borrower’s condition, operations, or ability to repay the-Loan, .or- wil
adversely affect any Guarantor's condition, operations, or ability to repay the Loan, if such actron remarns
effective for more than thirty (30} days, . .

) if Borrower viclates or does not comply with any of the provisions of spec:al purpose _'
entity requirements set forth in Section 1.29 (captioned “Single Purpose Entity”) hereof; S
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SRR ()} Lender fails to have a legal, valid, binding, and enforceable first pricrity lien in accordance
wrth the terms hereof on the Property;

. (h) Borrower becomes insolvent or there is a material adverse change in the assets,
liabilities or fi nanmai position of Borrower, any general partner, or any Guarantor,

i) any action or proceeding is commenced by any partner, principal, or member in Borrower
whrch ‘seeks as one of its remedies the dissolution of Borrower or any partner, principal, or member (as
applrcabie_) 1:_1 Borrower

W any QOVernmental authority, or any court at the instance thereof, assumes controt over
the affairs or operations of or a receiver or trustee is appointed over, or garnishment shall be issued or
made against any- substantnal part of, the property of Borrower or any guarantor of the Loan;

(k} Borrower or any Guarantor of the Loan admits in writing its inability to pay its debts when
due, or makes an assignment for thie benefit of creditors; or Borrower or any Guarantor of the Loan
applies for or consents to the appointment of any receiver, trustee or similar officer of Borrower or any
such Guarantor, as the casé may be; or for all or any substantial part of their respective property; or
Borrower or any such Guarantor. instifutes (by petition, application, answer, consent or otherwise) any
bankruptcy, insolvency, reorganization, arrangement, readjustment of debts, dissolution, liquidatian, or
similar proceedings relating to Borrower or any such Guarantor, as the case may be, or under the laws of
any jurisdiction;

{1} a receiver, trustee or simil_ar ofﬁcer is appointed for Borrower or any Guarantor of the
toan or for all or any substantial part of their respective property without the application or consent of
Borrower for any such Guarantor, as the ¢ase'may be, and such appointment is not discharged within
sixty {60) days (whether or not consecutive); or any bankruptcy, insolvency, reorganization,
arrangements, readjustment of debt, dissolution, liquidation or similar proceedings is instituted (by
petition, application or otherwise) against Borrower or any such Guaranfor and shall not be dismissed
within sixty (60) days; . :

{m) any Transfer or Permitted Transfer (as deﬂned rn Sectron 1.15 hereof) occurs without the
prior written consent of Lender, including without limitation 2 .Sale, Pledge or an encumbrance of the
Praoperty, voluntarily or involuntarily, by any lien or encumbrance other than this Security Instrument;

{m the termination or dissolution of Borrower -any.. general partner in Borrower or any
Guarantor; or any action or proceeding is commenced which seeks as one of lts remed|es the dissolution
of Borrower or any general partner in Borrower or any Guarantor; ' -

()] if any default occurs under any guaranty or indemnity ‘executed. in connection herewith
(including, without limitation, the Environmental Indemnification Agreement executed by Borrower and
any other Indemnitor in connection with the Loan [the “Environmental Indemnlty ]) and such default
continues after the expiration of applicable grace periods, if any;

(p) if the Property becomes subject to any mechanic's, matenalman sor other lien other than
a lien for local real estate taxes and assessments not then due and payable and the-lien shaii remain
undischarged of record (by payment, bonding or otherwise) for a period of thirty (30) days

(o) if any federal tax lien is filed against Borrower, any member or generél' pa'rtner' of
Borrower, any Guarantor, or any portion of the Property and same is not discharged of record wrthm th|rty._
(30) days after same as filed; or :

n if for more than thirty (30) days after notice from Lender, Borrower shall continue to bé .ir1.-E B
default (other than the failure to pay monies due under the Note or the other Loan Documents) underany
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" _térm, covenant or condition of the Note, this Security Instrument or the other Loan Documents not set
forth. in Subsections 2.01(a) through {g) above; provided that if such default cannot reasonably be cured
within-such thirty (30) day period and Borrower shall have commenced to cure such default within such
-, thirty (30) day. period and thereafter diligently and expeditiousty proceeds to cure the same, such thirty
{30y day period-shail be extended for so long as it shall require Borrower in the exercise of due diligence
to cure such default it being agreed that no such extension shall be for a period in excess of sixty (60)
clays ’

All notice and cure peri'ods provided herein or in any other Loan Document shaii run concurrently with any
notice or cure periods provided by applicable faws. All notices and cure periods described herein or in
any other Loan Documents shall not be applicable to any event which with the giving of notice, the
passage of time or both would constitute an Event of Default, if such event has occurred as of the date on
which Lender commences a nonjudicial foreclosure proceeding (if such proceeding is allowed by law)
with respect to another Event of Default. Such event shall constitute an independent Event of Default
hereunder.

2.02 Accelerat_ion"Upoﬁ D'éfault; Additional Remedies.

{a) Remedies.. Upon the-ogeurrence of any Event of Default which is continuing, Lender
may or acting by or through Trustee may take such action, without notice or demand, as it deems
advisable to protect and enforce jts’ nghts -against Borrower in and to the Property, |nc|ud|ng without
limitation, the following actions, each of which may be pursued concurrently or otherwise, at such time
and in such order as Lender or Trustee. may determine, in their sole discretion, without impairing or
otherwise affecting the other rights and rémedies of Lender or Trustee:

{1) declare all Securéed Ool'i'g'etions to be immediately due and payable;

(2) institute proceedings,-judicial or otherwise, for the complete foreclosure of this
Security Instrument under any applicable state or federal law in which case the Property or any interest
therein may be sold for cash or upon credit in one or more parcels or in several interests or portions and
in any order or manner; o

(3) with or without entry, to the éxtent permitted-and pursuant to the procedures

provided by applicable state or federal law, institute proceedings for the. partial foreclosure of this Security

" instrument for the portion of the Secured Obligations then due ‘and payable, subject to the continuing fien

and security interest of this Security Instrument for the balance’ of the Secured Obligations not then due,
unimpaired and without loss of priority;

(4) sell for cash or upon credit the Property or any' part thereof and all estate, claim,
demand, right, title and interest of Borrower therein and rights of redemption thereof, pursuant to power of
sale or otherwise, at one or more sales, in one or more parcels, at such tlme and place upon such terms
and after such notice thereof as may be required or permitted by law;

{5) subject to the provisions of Section 10 (captioned ':“Excuipa'tl'on Y of the Note,
institute an action, suit or proceeding in equity for the specific performance of any covenant ‘condition or
agreement contained herein, in the Note or in the other Loan Documents; - _

(6) subject to the provisions of Section 10 (captioned “Exculpatioi” }"'of't'he Note,
recover judgment on the Note either before, during or after any proceedings for the enforcement of. thrs
Security Instrument or the other Loan Documents; . :

{7) apply for the appointment of a receiver, trustee, liquidator or conservétor cf the o
Property, without notice and without regard for the adequacy of the security for the Secured Obligations”
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'a'nd- without regard for the solvency of Borrower, any Guarantor, any Indemnitor or of any person, firm or
o’the__r e:ntity liable for the payment of the Secured Obligations;

: {(8) subject to any applicable state or federal law, the license granted to Borrower
under: Sectuon '3.02 hereof shall automatically be revoked and Lender may enter into or upon the
Property, either personally or by its agents, nominees or attorneys and dispossess Borrower and its
agents and servants therefrom, without liability for trespass, damages or otherwise and exclude Borrower
and its- agents or servants wholly therefrom, and take possession of all rent rolls, Leases (including,
without limitation.the form Lease and amendments and exhibits), subleases (including, without limitation,
the form sublease and amendments and exhibits) and rental and license agreements with the tenants,
subtenants and licénsees, in possession of the Property or any part or parts thereof; tenants’, subtenants’
and licensees’ money deposits or other property (including, without limitation, any letter of credit) given to
secure tenants', subtenants’ and licensees' obligations under Leases, subleases or licenses, together
with a list of the foregoing; all lists pertaining to current rent and license fee arrears; any and all architects'
plans and specifications;” licenses and permits, documents, books, records, accounts, surveys and
property which relate to the management, leasing, operafion, occupancy, ownership, insurance,
maintenance, or service of or construction upon the Property and Borrower shall surrender possession
thereof and of the Property to Lender upon demand, and thereupon Lender may (i} use, operate,
manage, control, insure, maintain, repair, restore and otherwise deal with all and every part of the
Property and conduct the business thereat; (i} complete any construction on the Property in such manner
and form as Lender deems advisable; (ili}y-make alterations, additions, renewals, replacements and
improvements to or on the Propeity; (iv) exercise all rights and powers of Borrower with respect to the
Property, whether in the name of Borrower or otherwise, including, without limitation, the right to make,
cancel, enforce or modify Leases, obtain and evict tenants, and demand, sue for, collect and receive all
Rents of the Property and every part thereof; (v) either require Borrower (A) to pay monthly in advance to
Lender, or any receiver appointed to coltect the Rents, the fair and reasonable rental value for the use
and occupation of such part of the Property as may be occupied by Borrower, or (B) to vacate and
surrender possession of the Property to Lender or to such receiver and, in default thereof, Borrower may
be evicted by summary proceedings or otherwise; and (vi} apply the receipts from the Property io the
payment of the Secured CObligations, in such order, priofity and. proportions as Lender shall determine
after deducting therefrom all expenses (including,. without fimitation, attorneys’ fees) incurred in
connection with the aforesaid operations and all amounts necessary to pay the Taxes, Other Impositions,
Insurance Premiums and other expenses in connectiory with the. Property, as well as just and reasonabie
compensation for the services of Lender, its counsel, agents and employees

{9) exercise any and all rights and remedres granted to a secured party upon default
under the Uniform Commercial Code, including, without limitation: (i) the tight to take possession of the
Personal Property and other UCC collateral or any part thereof, and to take such other measures as
Lender or Trustee may deem necessary for the care, protection” and preservation of the Personal
Property, and other UCC coltateral, and (ii) request Borrower at its expense {o assembie the Personal
Property and other UCC collateral and make it available to Lender at a.canvenient place acceptable to
Lender. Any notice of sale, disposition or other intended action by Lender or Trustee with respect to the
Personal Praperty and other UCC collateral sent to Borrower in accordance with the provisions hereof at
least ten (10) days prior to such action, shall constitute commercially reasonable notroe to Borrower

(10} apply any sums then deposited in the Impounds and any other sums heid in
escrow or otherwise by Lender in accordance with the terms of this Security tnstrument or any. other Loan
Dacument to the payment of the following items in any order as determined by Lender: -

(i) Taxes and Other Impositions;
(i Insurance Pramiums;
(i) interest on the unpaid principal balance of the Note;

(iv) amortization of the unpaid principal balance of the Note; and
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' (v all other sums payable pursuant to the Note, this Security Instrument and
the other Loan Documents, including, without limitation, advances made by Lender pursuant to the terms
of this- Se_r_:unty Instrument;

“{(11)  surrender the insurance policies maintained pursuant to Section 1.07 hereof,
coliect the unearned Insurance Premiums and apply such sums as a credit on the Secured Obligations in
such, priority and .proportion as Lender shall determine, and in connection therewith, Borrower hereby
appoints - Lender as -agent and attorney-in-fact (which is coupled with an interest and is therefore
irrevocable) for Be_rrower to collect such unearned Insurance Premiums,

(1 2) épply the undisbursed balance of any Net Proceeds Deficiency deposit, together
with interest thereon, 10.the payment of the Secured Obligations in such order, priority and proportions as
Lender shall determine; or

{(13) _pur_s-ue__such other remedies as Lender may have under applicable state or
federal law. T e :

In the event of a sale, by foreclosure, power of sale, or otherwise, of less than all of the Property, this
Security Instrument shall confinue as a-lien and security interest on the remaining portion of the Property
unimpaired and without loss of priority. Notwithstanding the provisions of this Section 2.02(a) hereof to
the contrary, if any Event of Defaultas deseribed in clause (h), (i), (j} or (k) of Section 2.01 hereof shall
oceur, the entire unpaid Secured Obl{gatrons shall be automatically due and payable, without any further
notice, demand or other action by Lender.:.

(b} Application of Proceeds. The‘ purchase money, proceeds and avails of any disposition
of the Property, or any part thereof, or any other sums collected by Lender pursuant to the Note, this
Security Instrument or the other Loan Documents, may be applied by Lender to the payment of the
Secured Obligations in such priority and proportions as Lender shall determine.

{c) Right to Cure Defaults, Upon the occurrence ef any Event of Default or if Borrower fails
to make any payment or to do any act as herein provided, Lender may, but without any obligation to do so
and without notice to or demand on Borrower and without releasing Borrower from any obiigation
hereunder, make or do the same in such manner and to such extent as Lender may deem necessary to
protect the security hereof. Lender or Trustee is authorized to'enter upon the Property for such purposes,
or appear in, defend, or bring any action or proceeding to ‘protect its interest in the Property or to
foreclose this Security Instrument or collect the Secured Obligations. The cost and expense of any cure
hereunder (including, without limitation, attorneys’ fees to the extent permitted by law), with interest as
provided in this Section 2.02(c) hereof, shall constitute a portion of the Sécured ‘Obligations and shall be
due and payable to Lender upon demand. All such costs and expenses incurred by Lender or Trustee in
remedying such Event of Default or such failed payment or act or in appearing in,.defending, or bringing
any such action or proceeding shall bear interest at the Default Rate (definéd in‘the 'Note), for the period
after notice from Lender that such cost or expense was incurred to the date of payment to Lender. All
such costs and expenses incurred by Lender together with interest thereon calculated at the Default Rate
shall be deemed to constitute a portion of the Secured Obligations and shail be |mmed|ately due and
payable upon demand by Lender therefor.

(d} Actions and Proceedings. Lender or Trustee has the right to appear i and defend any
action or proceeding brought with respect to the Property and, after the occurrence- and during. the
continuance of an Event of Default, to bring any action or proceeding, in the name and on behalf of
Borrower, which |_ender decides should be brought to protect its interest in the Property. :

(e} Recovery of Sums Required To Be Paid. Lender shall have the right from time fé"iim_e o
to take action to recover any sum or sums which constitute a part of the Secured Obligations as the same.” -
become due, without regard to whether or not the balance of the Secured Obfigations shall be due, and ¢
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' .WlthOLIt prejudice to the right of Lender or Trustee thereafter to bring an action of foreclosure, or any other
actlon for a default or defaults by Borrower existing at the time such earlier action was commenced.

. (7). . Examination of Books and Records. Lender, its agents, accountants and attomeys
shall have the nght upon reasonabie prior notice to Borrower (uniess an Event of Default exists, in which
case no notice shall be required), to examine and audit, during reasonable business hours, the records,
books;- management and other papers of Borrower and its affiliates or of any Guarantor or Indemnitor
which pertain to their. financial condition or the income, expenses and operation of the Property, at the
Property or-at.any office regularly maintained by Borrower, its affiliates or any Guarantor or Indemnitor
where thebooks and récerds are located. Lender and its agents shall have the right upon notice to make
copies and extracts from the foregoing records and other papers.

{g) Oth'er ﬁig hfs;_ etc.

(N The-failure _of Lender or Trustee to insist upon strict performance of any term
hereof shall not be deémed to be a waiver of any term of this Security Instrument. Borrower shall not be
relieved of Borrower's obligations hereunder by reason of (1) the failure of Lender or Trustee to comply
with any request of Borrower, any Guarantor or any Indemnitor to take any action to foreclose this
Security Instrument or otherwise: enforce any of the provisions hereof or of the Note or the other Loan
Documents, (2) the release, reégardiess of consideration, of the whole or any part of the Property, or of
any person liable for the Secured Obligations or any portion thereof, or (3} any agreement or stipulation
by Lender extending the time of.payment;’changing the rate of interest, or otherwise madifying or
supplementing the terms of the Nots, this  Security Instrument or the other Loan Documenis.

(2) It is agreed that the risk of loss or damage to the Property is on Borrower, and
Lender shall have no fability whatsoever for decline in value of the Property, for failure to maintain the
insurance policies reguired pursuant to Section 1.07 hereof, or for failure to determine whether insurance
in force is adequate as to the amount of risks insured. Possession by Lender shall not be deemed an
election of judicial relief, if any such possession is requested er obtamed with respect to any portion of
the Property, or collateral not in Lender's possession.

) Lender may resort for the payment of the Secured Obligations to any other
security heid by Lender in such order and manner as Lender.may elect. Lender or Trustee may take
action to recover the Secured Obligations, or any portion thereof, o to enforce any covenant hereof
without prejudice to the right of Lender or Trustee thereafter to foreclpse this Security Instrument. The
rights of Lender or Trustee under this Security instrument shall-be separate, distinct and cumulative and
none shall be given effect to the exclusion of the others.. No act.of Lender or Trustee shall be construed
as an election to proceed under any one provision herein to the exclusion of any other provision. Neither
Lender nor Trustee shall be limited exciusively to the rights and remledies herein stated but shall be
entitled to every right and remedy now or hereafter afforded at law or in eqL:lty '

(h) Right to Release Any Portion of the Property. Lender may release any portion of the
Property for such consideration as Lender may require without, as to the remainder of the Property, in
any way impairing or affecting the lien or priority of this Security Instrument,-or improving’ the position of
any subordinate lienholder with respect thereto, except to the extent that the obligations.hereunder shall
have been reduced by the actual monetary consideration, if any, received by Lender for such-release,
and may accept by assignment, pledge or otherwise any other Property in place thereof as Lender may
require without being accountable for so doing to any other lienholder. This Security- instrument shall
continue as alien and security interest in the remaining portion of the Property. .

) Violation of Laws. |f the Property is not in compliance with applicable Iaws Lender may“
impose additional requirements upon Borrower in connection herewith including, without hrmtatron T
monetary reserves or financial equivalents. . T E
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M Right of Entry. Lender and its agents shall have the right to enter and inspect the

g Property at all reasonable times. Except in case of emergency, such entries shall be with reasonable
prior notice and shall be with due regard for rights of tenants.

ARTICLE 3.
ASSIGNMENT OF LEASES, RENTS, INCOME AND PROFITS

" 3.01 " _-Assignment; Priority of Assignment. Borrower (referred to in this Article 3 as
“Assignor’)y hereby irrévocably, absolutely, presently and unconditionally grants, sells, assigns, transfers,
pledges and-sets over to Lender (referred to in this Article 3 as “Assignee’}:

(a) any and all Leases, together with all of Assignor's right, title and interest in and to the
Leases including,-without limitation, all modifications, amendments, extensions and renewals of the
Leases and all rights and.privileges incident thereto and all demands of claims arising thereunder
(including, without limitaticn; any.cancellation fees or other premiums collected in connection with the
Leases) or under any pbl.ic'ies 'insuring--against loss of rents or profits;

(b) all Rents, rncludmg w1thout limitation, expenses paid by tenants; and

{© ali security deposuts guarant(es and other secunty now or hereafter held by Assignor as
security for the performance of the obhgatlons of the tenants under such Leases.

The foregoing assignment of Rents and Leas_e's is intended by Assignor and Assignee to create and shall
be construed to create a present and absolute assignment to Assignee of all of Assignor's right, title and
interest in the Rents and in the Leases and.shall not be deemed to create merely an assignment for
security only for the payment of any indebtedness or the performance of any obligations of Assignor
under any of the Loan Documents. This assignment is included within the text of this Security Instrument
for convenience only, but such inclusion shall not derogate from its effectiveness any other assignment of
Rents or Leases contained in any other Loan Documents or othenmse and all shall be supplementary to
one another. . :

Nothing contained herein shall operate or be ¢onstrued to obligate Assignee to perform any of the
terms, covenants and conditions contained in any Lease of otherwise to impose any obligation upon
Assignee with respect to any Lease, including, without limitation, any obligation arising out of any
covenant of quiet enjoyment therein contained in the event the tenant under any such Lease shall have
been joined as a party defendant in any action to foreclese and the estate of such tenant shall have been
thereby terminated. Assignor and Assignee further agree that, during theterm of this Security Instrument,
the Rents shall not constitute property of Assignor (or of any estate of Assngnor) wqthm the meaning of 11
U.8.C. §541, as may be amended from time to time.

Assignor hereby represents and warrants that (i) Assignor has" good titie to the Leases and the
full power and right to assign the Leases; (ii) no other persons have any title or interest in-the Leases; (iii)
the Leases are in full force and effect and have not been modified except as set. forth in the certified
occupancy statement delivered to and approved by Assignee; (iv) there are no defaults urider any of the
Leases; (v) no other assignments of all or any portion of the Rents or the Leases exist or remain
outstanding; (vi) all Rents due have been paid in full; (vii) none of the Rents reserved.in the Leases have
been assigned or otherwise pledged or hypothecated; (viii) none of the Rents have been collected for
more than one (1) month in advance (except a security deposn shall not be deemed rent ‘collected in
advance); (ix) except as disclosed to Lender in writing prior to the funding of the Loan, the- property
demised under the Leases have been completed and the tenants under the Leases have accepted the,
same and have taken possession of the same on a rent-paying basis; (x) there exist no. offsets or

defenses to the payment of any portion of the Rents; (xi) Assignor has received no notice from.any ténant™

challenging the validity or enforceability of any Lease; (xii) there are no agreements with the tenants’
under the |.eases other than expressly set forth in each Lease; (xii) the Leases are valid and enforceab!e
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against Assignor and the tenants set forth therein; (xiv) no Lease contains an option to purchase, right of
first refusal to purchase, or any other similar provision; (xv) no person or entity has any possessory
‘interest in, or right to occupy, the Property except under and pursuant to a Lease; (xvi) each Lease is
© subordinate to this Security Instrument, either pursuant to its terms or a recordable subordination
'agree_ment (xvii) no Lease has the benefit of a non-disturbance agreement that would be considered
unacceptable to prudent institutional lenders; (xviii) all security deposits relating to the Leases reflected
an the certified rent roll delivered to Assignee have been coliected by Assignor; and (xix) no brokerage
commrssrons orfi fi nders fees are due and payable regarding any Lease.

Assngnor _sha[l take such action and execute, deliver and record such documents as may be
reasonably necessary to.evidence such assignment, to establish the priority thereof and to carry out the
intent and purpose hereof..If requested by Assignee, Assignor shall execute a specific assignment of any
Lease now or hereafter affectmg all or any portion of the Property and shall cause the tenant or tenants
thereunder to execute, deliver and record a Subordination, Non-Disturbance and Attornment Agreement,
in form and substance reasonably satisfactory to Assignee.

Assignor shall faithfully perform and discharge all of Assighor's obligations under the Leases and
to enforce all obligations underfaken:by tenants thereunder. Assignor shall defend Assignee in any action
relating to the Leases and-shall indemnify, defend and hold Assignee harmless from and against any
claims of tenants or third parties with respect to the Leases. Assignor shall not receive or collect any
Rents in advance of the date due oOr waive-or defer any terms of the Leases without the consent of
Assngnee Assignor shall not pledge; assignor further encumber the Leases or any Rents or (except as
is permitted by Section 1.26(b) above) modify or terminate the Leases, or permit any assignment or
sublease thereunder, without Assignee’s prior written consent. Assignor irrevocably appoints Assignee
its true and lawful attorney-in-fact, at the option of Assignee at any time and from time to time, to demand,
receive and enforce payment, to give receipts; releases and satisfactions, and to sue, in the name of
Assignor, Trustee or Assignee, for all such Rents and apply the same to the Secured Obligations.

3.02 Grant of Revocable License to Collact R'ents. So long as an Event of Default shall not
have occurred and be continuing under this Security.lns_tru'rﬁent, Assignee hereby grants to Assignor a
revocable license to enforce the Leases, to collect the Rents, o apply the Rents to the payment of the
costs and expenses incurred in connection with the- Property and to any Secured Obligations. If
requested by Assignee, Assignor shall (a) give written. notice.td the tenants under the Leases of the
assignment of Rents and Leases by Assignor to Assignee pursuant to Section 3.01 hereof, of the grant of
the revocable license by Assignee to Assignor pursuant to this Section 3:02, and of the respective rights
of Assignor and Assignee under this Article 3; and (b} obtain such tenants’ agreements to be bound by
and comply with the provisions of such assignment and grant. All Leases héreafter executed with respect
to the Property shall contain a reference to the foregoing assignment and grant and shall state that the
tenant executing such Lease shall be bound by and shall comply with'thie provisions hereof.

3.03 Revocation of License; Assignee’s Rights. Upon the: occlrrence of an Event of
Default and at any time thereafter during the continuance thereof, subject to-applicable laws, the license
granted to Assignor hereunder shall automatically be revoked. Upon such'revocation; Ass&gnor shall
promptly deliver to Assignee all Rents then held by or for the benefit of Assignor.. Assignee, in addition to
any other rights granted to Assignee under this Security Instrument, shall have the right:: (i) to notify the
tenants under the Leases that Assignor's license to collect Rents has been revoked, and, with or without
taking possession of the Property, to direct such tenant to thereafter make al payments .of Rent.and to
perform all obligations under its Lease to or for the benefit of Assignee or as directed by Asmgnee (i) to
enter upon the Property and to take over and assume the management, operation and faintenance. of
the Property, to enforce all Leases and coilect all Rents due thereunder, to amend, modify, extend, rehew
and terminate any or all Leases and execute new Leases; and (iii) to perform all other acts which’
Assignee shall determine to be necessary or desirable to carry out the foregoing. Each tenant underany
i.ease shall be entitled to rely upon any notice from Assignee and shall be protected with respect to any: *
payment of Rent made pursuant to such notice, irrespective of whether a dispute exists between Assignor
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and Assignee with respect o the existence of an Event of Default or the rights of Assignee hereunder.
The. payment of Rent to Assignee pursuant fo any such notice and the performance of obligations under
any Lease to or for the benefit of Assignee shall not cause Assignee to assume or be bound by the
" provisions of such Lease including, without limitation, the duty to return any security deposit to the tenant
undér-such Lease uniess and to the extent such security deposit was paid to Assignee by Assignor.
Assignor shali indemnify, defend and hold Assignee harmless from and against any and all losses,
claims,..damége or liability arising out af any claim by a tenant with respect thereto.

.04 Application of Rents; Security Deposits. All Rents received by Assignee pursuant to
this Security lnstrument shall be applied by Assignee, as determined by Assignee, to any of the following:
(i} the costs and expenses of collection, including, without limitation, attorneys’ fees and receivership
fees, costs and expenses; (i) the costs and expenses incurred in connection with the management,
operation and maintenance of the Property; (iii} the establishment of reasonable reserves for working
capital and for antimpated or’ projected costs and expenses, including, without limitation, capital
improvements which may be necessary or desirable or required by law; and (iv) the payment of any
indebtedness then owing-by. Assignor.to Assignee. In connection therewith, Assignor further agrees that
all Rents received by Assignee from any tenant may be allocated first, if Assignee so elects, to the
payment of all current obligations of such tenant under its Lease and not to amounts which may be
accrued and unpaid as of the date of revocation of Assignor's license to coliect such Rents. Assignes
may, but shall have no obligation to, pursue any tenant for the payment of Rent which may be due under
its Lease with respect to any period prior to-the exercise of Assignee’s rights hereunder or which may
become due thereafter. Assignor agrees that the collection of Rents by Asagnee and the application of
such Rents by Assignee to the costs, ‘expenses and obligations referred to in this Section 3.04 shall not
cure or waive any default or Event of Defaull or invalidate any act (including, without limitation, any sale of
all or any portion of the Property now or hereafter securing the Loan) done in response to or as a result of
such defaulf or Event of Default or pursuant to any notice of default or notice of sale issued pursuant to
any Loan Document.

3.05 No Mortgagee in Possession'. Nothing. contained in this Security Instrument shall be
construed as constituting Assignee a “mortgagee in-possession” in absence of the taking of actual
possession of the Property by Lender. In the exercise of the powers herein granted Lender, no liability
shall be asserted or enforced against Assignee, all such Iiability being expressiy waived and released by
Assignor. e _

ARTICLE4,
SECONDARY MARKET

4.01 Transfer of Loan. Lender may, at any time, sell; transfer. or assign the Note, this
Security Instrument and the other Loan Documents, and any or all servicing rights with respect thereto, or
grant participations therein or issue mortgage pass-through certificates or other securities evidencing a
beneficial interest in a rated or unrated public offering or private placement {the ‘Securities”). Lender
may forward to each purchaser, transferee, assignee, servicer, parficipant or investor in. such Securities
or any rating agency ("Rating Agency”) rating such Securities (co!!ectwely, the “lnvestor”) and each
prospective Investor, all documents and information which Lender now has or-may hereaﬂer acquire
relating to the Loan and fo Borrower, and the Property, whether furnished by Borrower, or otherwise, as
Lender determines necessary or desirable. Borrower shall cooperate with Lender in connection-with any
transfer made or any Securities created pursuant to this Security tnstrument, including; Without limitation,
the delivery of an estoppel certificate in accordance therewith, and such other documents as may be
reasonably required by Lender. Borrower shall also furnish and Borrower consents to Lender furnishing
to such Investors or such prospective Investors or Rating Agency any and ail information concerning the
Property, the Leases, the financial condition of Borrower as may be requested by Lender, any: Investor or
any prospective Investor or Rating Agency in connection with any sale, transfer or participation interest. ™
Lender may retain or assign responsibility for servicing the Mote, this Security instrument, and the other: -
Loan Documents, or may delegate some or all of such responsibility and/or obligations to a servicer /
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' (mcludmg, without iimitation, any subservicer or master serwcer) or agent. Lender may make such
assignment or delegation on behalf of the Investors if the Note is sold or this Security Instrument or the
othier Loan Documents are assigned. Al references to “Lender” in the Loan Documents shall refer to and
.. include any such servicer or agent, to the extent applicable, in each case as designated by Lender from
time totime. = °

_~.4.02 .~ Conversion to Registered Form. At the request and the expense of Lender, Borrower
shall appoirit, .as its agent, a registrar and transfer agent (the “Registrar’) acceptable to Lender which
shall maintaih, subject to such reasonable regulations as it shall provide, such books and records as are
necessary for the registration and transfer of the Note in a manner that shall cause the Note 1o be
considered to be in registered form for purposes of Section 163(f) of the U.8. Intemal Revenue Code.
The option to convert the Note into registered form once exercised may not be revoked. Any agreement
setting out the rights ‘and obligations of the Registrar shall be subject to the reasonable approval of
Lender. Borrower may revoke the appointment of any particular person as Registrar, effective upon the
effectiveness of the appoihtm"ent of a replacement Redgistrar. The Registrar shall not be entitled to any
fee from Lender or any other-Lender in respect of transfers of the Note and this Security [nstrument (other
than taxes and governmental charges and fees).

403 Estoppel Certlﬁqate._.:Upon any transfer or proposed transfer contemplated by Section
4.01 above, at Lender's requést, Borrower, or any guarantors or indemnitors shall provide an estoppel
certificate to the Investor or any prospective-Investor in such form, substance and detail as Lender, such
Investor or prospective Investor may require it their respective commercially reasonable discretion.

~ ARTICLE 5,
FURTHER ASSURANCES

5.01 Recording of Security Inétrument; Other Assurances. Borrower forthwith upon the
execution and delivery of this Security Instrumment and thereafter, from time to time, will cause this
Security Instrument and any of the Loan Documents creating a lien or security interest or evidencing the
lien hereof upon the Property and each instrument of further assurance to be filed, registered or recorded
in such manner and in such places as may be required by any present or future law in order to publish
notice of and fully to protect and perfect the lien or-security interest hereof upon, and the interest of
Lender in, the Property. Borrower will pay all taxes, filing; registration or recording fees, and all expenses
incident to the preparation, execution, acknowledgment and/or recarding of the Note, this Security
Instrument, the other Loan Documents, any note or deed cofitrust or mortgage supplemental hereto, any
security instrument with respect to the Property and any ‘instrument of further assurance, and any
madification or amendment of the foregoing documents, and-all federal, state, county and municipal
taxes, duties, imposts, assessments and charges arising out of or in’corinection with the execution and
delivery of this Security Instrument, any deed of trust or mortgage supplemental hereto, any security
instrument with respect to the Property or any instrument of further assurance, and. any modification or
amendment of the foregoing documents, except where prohibited by law so to do -

8§.02 Further Acts. Borrower will, at the cost of Borrower, and w:thout expense to Lender, do,
execute, acknowledge and deliver all and every such further acts, deeds, canveyances, deeds of trust, .
mortgages, assignments, notices of assignments, transfers and assurances as Lender shall, from time to
time, require, for the better assuring, conveying, assigning, transferring, and confirming-unto Lender and
Trustee the Property and rights hereby deeded, mortgaged, granted, bargaired, sold, -conveyed,
confirmed, pledged, assigned, warranted and transferred or intended now or hereafter so to be or.which
Borrower may be or may hereafter become bound to convey or assign to Lender, or for cartying out the
intention or facilitating the performance of the terms of this Security Instrument or for filing, reglstenng or,
recording this Security Instrument, or for complying with all applicable laws. Borrower, orr.demand, will

execute and deliver and hereby authorizes Lender to execute in the name of Borrower or witholit the ™ -

signature of Borrower to the extent Lender may lawfully do so, one or more financing statements; chattel
mortgages or other instruments, to evidence more effectively the security interest of Lendersin-the /
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' Property Borrower grants to Lender an irrevocable power of attorney coupled with an interest for the
purpose of exercising and perfecting any and all rights and remedies available to Lender at law and in
equity;” including, without limitation, such rights and remedies available to Lender pursuant to this
'.paragraph _Borrower specifically agrees that all power granted to Lender under this Security Instrument
may be assngned by Lender to its successors or assigns as holder of the Note.

5 03 Changes in Laws Regarding Taxation; Documentary Stamps.

(a) In the event of the passage after the date of this Security instrument of any law of the
State where the Property is located deducting from the value of real property for the purpose of taxation
any lien or encumbrance therecn or changing in any way the laws for the taxation of mortgages or loans
secured by mortgages for state or local purposes or the manner of the collection of any such taxes, and
imposing a tax, (including, without limitation, a withholding tax) either directly or indirectly, on this Security
Instrument, the Note or the Loan, Borrower shall, if permitted by law, pay any tax imposed as a result of
any such faw within the statutory.period or within fifteen (15) days after demand in Lender, whichever is
less, provided, however, that'if in-the opinion of the attorneys for Lender, Borrower is hot permitted by
law to pay such taxes, Lender shall have the right, at its option, to declare the Loan due and payable on a
date specified in a prior notice to Barrower of not less than sixty (60) days. Any prepayment made by
Borrower pursuant to the terms of thls paragraph shall be made without any Prepayment Charge {as
defined in the Note).

(b)  If at any time tﬁef.Uni'ted'--'S__tates of America, any State thereof, or any govemmental
subdivision of any such State, shall-require revenue or other stamps to be affixed fo the Note or this
Security Instrument, Borrower will, upon demand, pay for the same, with interest and penalties thereon, if
any. S

_ARTICLE 6.
WASHINGTON PROVISIONS/MODIFICATIONS AND OTHER PROVISIONS

6.01 Inconsistencies. In the event of any conflicts between the terms and conditions of this
Article 6 and the remainder of this Security Instrument, the terms and conditions of this Article 6 shall
govern, but only to the extent of any such conflicts.

6.02 Evasion of Prepayment Terms. If an Event-of Defauit shall occur, a tender of any
payment of principal by Borrower, its successors or assigns or by anyone on behalf of Borrower, its
successors or assigns, in excess of the amount which would have been payable had the Event of Default
not occurred, shall constitute an evasion of the prepayment terms_of the Note; as incorporated herein by
reference, and shall be deemed to be a voluntary prepayment thereunder and. .any such payment, to the
extent permitted by faw, must include the prepayment charge computed in accordance with the terms of
the Note. .

6.03 Non-Agricultural Property. None of the Prc>pertyr is used prlnclpally or at all for
agricultural or farming purposes.

6.04 Commercial Purposes. Borrower represents and warranis to’ 'Lender'_that'"ncne of the
Property constitutes homestead property of Borrower, that this Security Instrument is not granted to
secure an obligation incurred primarily for personal, family or household purposes, and that thts Secunty
Instrument secures a “commercial loan” as defined in RCW Chapter 61.24. T .

6.05 Acceleration Upon Default; Additional Remedies. In furtherance of and not m._
limitation of any other provisions of this Security Instrument, including without limitation Article 2 L
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W Upon the occurrence of an Event of Default, Lender may, at its option, declare all Secured
Obligations to be immediately due and payable without any presentment, demand, protest or notice of
any kind _Thereafter, Lender may:

(a) . " Possession of Property and Receiver. Enter onto and take possession of the
Property in person or by agent or by court-appointed receiver, and take any and all steps which may be
desirable in‘Lender’s judgment to manage and operate the Property, and Lender may apply any Rents,
royalties, income or profits collected against the Secured Obligations without in any way curing or waiving
any Event of Defauit as ta Baorrower., Without limiting the foregoing:

(i) Lender shall be entitled to a receiver for the Property {or any portion
thereof) and of the rents issues and profits thereof, and shall be entitled thereto as a matter of right,
whether or not notice of s_aie hereunder has been recorded, without regard to the solvency or insolvency
of the Borrower or the then.owner of the Property and without regard to the vaiue of the Property, and
such receiver may be appointed.by any court of competent jurisdiction upon ex pare application and
without notice (notice’ being ‘expressly waived hereby), and all rents, issues and profits, income and
revenue of and from the Property shall be applied and accounted for as the court appointing such
receiver may direct, »

(ii) “if"the appointment of a receiver is made before or after Trustee’s or
judicial sale and the Lender is the successful bidder, the appointment shall continue until the earlier of
redemption from sale, as provided. by statute or issuance of a Trustee's or sheriffs deed even in the
event the full indebtedness has been bid,

(iii) if appiicatiOn __fof__appointment of receiver is made after sale, Trustee or
Lender shail be entitled to a receiver and shall be entitled thereto as a matter of right, without regard to its
bid amount or to the solvency of the Borrower or the then owner of the Property and without regard to the
value of the Property, and such receiver may be appointed by any court of competent junsdiction upon ex
parte application and without notice (notice being expressly waived hereby), and all rents, issues and
profits, income and revenue of and from the Property shall be applied and accounted for as the court
appointing such receiver may direct. It is the Borrower’s intent that the Trustee or Lender shall be
absolutely entitled to the appointment of a receiver even aﬂer saie

(iv) the receiver shall have the power and authority to issue certificates for
the purpose of secunng the repayment of monies which the receiver may borrow for the purposes of
operating, maintaining, preserving and/or enhancing the value of the Property, and particularly, but
without limitation the completion or repair and restoration of the improvements upon the Property. Such
certificates shall be secured by a lien against the Property having pnority over- aii other liens, except this
Security instrument, :

(V) in the event redemption does not occur-and subject to order of the court
appointing the receiver, the Borrower shall be entitled to any excess funds held by the receiver after first
paying from the rents, issues, profit, income and revenues of the Property all court-approved costs,
expenses and fees of the receiver incurred in the performance of its duties and’ any SUms. owed to Lender
under the Note, this Security Instrument or any other Loan Document.

(b} Foreclosure. Except as provided otherwise by applicable law, file with the Trustee a
notice and demand in writing, as provided by law, whereupon it shall and may be-lawful for, and. the
Trustee shall foreclose this Security Instrument and sell and dispose of the Property. (en masse or-in
separate parcels, as said Beneficiary may think best), and all of the right, title and interest of the Borrower,
therein and thereto at public auction at the front door of the Courthouse in the County(!es) in which the
Property or any portion thereof is located, or on said Property or any part thereof, or at any-other plage ™ °
then authorized by law, as may be speciﬂed in the notice of such sale, for the highest and best pricethe’ /
same will bring, four weeks public notice having been previously given of the time and place of such sale
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" by advertisement weekly in some newspaper of general circulation at the time pubfished in said
County(ies), or upon such other notice as may then be required by law, and shall issue, execute and
deliver a Certificate of Purchase, Trustee’s Deed or Certificate of Redemption in the manner provided by
© law fo'the party entitied thereto. The Trustee’s Deed may be in the ordrnary form of conveyance. The
Trustee shall; out of the proceeds or avails of such sale, after first paymg and retaining all fees, charges,
expenses and costs of making said sale, including attorneys' fees in the amount as hereinafter provided
for, ‘pay to.the-Lender the then existing amount of the indebtedness, rendering the overplus, if any, unto
the Borrower, or the successors or assigns of the Borrower. The Lender may purchase the Property, or
any part thereof, and it shall not be obligatory upon any purchaser at any such sale to see to the
application of the purchase money.

{c) Oﬂ’set nghts Apply in satisfaction of the Secured Obligations or any amount at any
time to become due or. payable in connection with the ownership, occupancy, use, restoration or repair of
the Property (or any portion thereof), and deposits or other sums credited by or due from Lender to
Borrower, including, withott fimitation, Loss Proceeds, Condemnation Proceeds and Impounds.

{d} Cure of Defautt. Without releasing Borrower from any obligation hereunder or under the
Loan Documents or waiving: any Event of Default, Lender may cure any Event of Default. In connection
therewith, Lender may enter upon the Property and do such acts and things as Lender deems necessary
or desirable to protect the Property, Improvements or the Leases, including, without limitation {i} paying,
purchasing, contesting or compromising any.encumbrance, charge, lien, or ciaim, real property taxes and
assessments and all other taxes and assessments of any kind or nature whatsoever affecting the
Property, (ii) paying any Insurance ‘Premiums-and (i) employing counsel, accountants, contractors and
other appropriate persons to assist Lender it the foregoing. Should Lender make any such payments,
the amount thereof shall be secured hereby and Borrower shall reimburse Lender therefor immediately
upon demand, and said amount shall bear mterest from the date of expenditure at the Default Rate
specified in the Note until repaid.

{e) Uniform Commercial Code Remedies. Exercise any and all rights of a secured party
- under the Uniform Commercial Code that is in effect in.the State where the Property is located with
respect to all of the Property which is subject thereto and ‘in conjunction with, in addition to or in
substitution for those rights and remedies

{i take possession of, assemble ‘and collect the Personal Property or
render it unusable by Borrower, and i i

(i) require Borrower to assemble" ‘the Personal Property and make it
available at any place Lender may designate s¢ as to allow Lender to Iake possessmn or dispose of the
Personal Property.

Written notice mailed to Borrower, as provided herein, ten (10) days pnor to-the- date of public sale of the
Personal Property or prior to the date after which private sale of the Personal Property will be made, shat
be desmed to have been a public sale conducted in a commercially reasonable manner. .in the event of a
foreclosure sale, whether made by the Trustee under the terms hereof, or under judgment of a court, the
Personal Property and other parts of the Property may, at the option of Lender; be sold.in parts or as a
whole. The Personal Property and the Property may be sold together by decree of Trustee under the
power of sale granted hereby or by a decree of the court in any judicial sale. 1t shall not be.necessary
that Lender take possession of the Personal Property prior to the time that any sale pursuant to. the
provisions of this subparagraph is conducted and it shall not be necessary that the Personai Property be
present at the location of such sale. R :

A CARBON, PHOTOGRAPH OR OTHER REPRODUCTION OF 'n—ns' SECUR[TY-"”-

INSTRUMENT OR ANY FINANCING STATEMENT RELATING TO THIS SECURITY INSTRUMENT.:
SHALL BE SUFFICIENT FOR FILING AS A FINANCING STATEMENT. THIS SECURITY INSTRUMENT g
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IS EFFECTIVE AND SHALL BE EFFECTIVE AS A FINANCING STATEMENT FILED AS A FIXTURE
FILING WITH RESPECT TO ALL GOODS WHICH ARE OR ARE TO BECOME FIXTURES INCLUDING
WITHIN THE PROPERTY AND 1S TO BE FILED FOR RECORD IN THE REAL ESTATE RECORDS OF
* THE COUNTY(IES) WHERE THE PROPERTY IS SITUATED. THE MAILING ADDRESS OF LENDER
AND THE ADDRESS OF BORROWER FROM WHICH INFORMATION CONCERNING THE SECURITY
1NTEREST MAY BE OBTAINED ARE SET FORTH ON THE COVER SHEET HERECF.

(f) Judn:lal Actions. Commence and maintain an action or actions in any court of
competent JUﬂSdICtIOH at law or in equity to foreclose this Security Instrument as a mortgage pursuant to
the laws of the State of Washington or to obtain specific enforcement of the covenants of Barrower
hereunder. Borrower-agrees that such covenants shall be specifically enforceable by injunction or any
other appropriate equitablé.remedy. Borrower agrees that any one action shall not abate or be a bar to or
waiver of Lender’s right to institute or maintain any other, provided that Lender shall have only one
payment and satisfaction of the Secured Obligations.

(@ Manner of Sale Gause any or all of the Property to be sold in any manner permitted by
Applicable Laws.

{(h) Subrogatlon Have and exercise all rights and remedies of any person, entity or body
politic to whom Lender renders payment or performarnice in connection with the exercise of its rights and
remedies under the Loan Documents, including without kmitation, any rights or remedies under any
mechanics' or vendors’ lien or liens, ‘superior titles, mortgages, deeds of trust, liens, encumbrances,
rights, equities and charges of all kinds herétofore or hereafter existing on the Property to the extent that
the same are paid or discharged from the proceeds of the Note or advances under this Security
Instrument whether or not released of record

(i Other, Exercise any other"righ_t or remedy available under laws or in equity, or under the
Loan Documents. Take such other actions or. commence.such other proceedings as Lender deems
necessary or advisable to protect its interest in the Property and its ability to collect the indebtedness
evidenced andfor secured by the Loan Documents as are available under Appiicable Laws. Without
limiting the generality of the foregoing, to the extent permitted by RCW 61.24.100 or as otherwise
permitted by the Applicable Laws, Lender may seek and. obtam -a deficiency judgment following the
completion of a trustee’s sale of all or part of the Property.

Any sums advanced by Lender under this Section 6.05 shall 't:e'ar interést at the Default Rate specified in
the Note, shall be payable by Borrower on demand and, together w1th such mterest shall be secured by
this Security Instrument. e

6.06 General Remedies Provisions. In furtherance of and not |n limitation of any other
provisions of this Security Instrument, including without limitation Artlcle 2

{a) Muitiple Sales. Several sales may be made pursuant to Seg:ti_on 6.05 without exhausting
Lender's right to such remedy for any unsatisfied part of the indebtedness and without exhausting the
power of sale or power fo exercise such remedy far any other part of the indebtedness, whiether matured
at the time or subsequently maturing. If a part of the Property is sold pursuant to Section .05, and the
proceeds thereof do not fully pay and satisfy the indebtedness, such sale, if so made; shall not in any
manner affect the unpaid and unsatisfied part of the indebtedness, but as to such unpaid and unsatisfied
part, the Loan Documents shall remain in full force and effect as though no such sale had been made

(b) Cumulative Remedies. All of the rights, remedies and options set forth m Sectlon 6 05__
or otherwise availabie at law or in equity are cumulative and may be exercised without regard to the |
adequacy of or exclusion of any ather right, remedy, option or security held by Lender. : R
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i {c} Right to Purchase. At any sale or sales of the Property (or portions thergof) pursuant to
Sectnon B.05, Lender shall have the right to purchase the Property (or a portion thereof} being sold, and in
such cases the right to credit the amount of the bid made therefore (to the extent necessary to salisfy
: such bld) agamst the amount of the indebtedness then due.

_ . (dy - nght to Terminate Proceedings. Lender may, at any time before conclusion of any
proceedmg or-other action brought in connection with its exercise of the remedies provided for in Section
6.04, termmate WIthout prejudice to Lender, such proceedings or actions.

(e) ' No Waiver or Release. Lender may resort to any remedies and the security given by the
Loan Documents in whole or in part, and in such portions and in such order as may seem best to Lender
in its sole unfettered discretion, and any such action shall not in any way be considered as a waiver of
any of the rights,-benefits or remedies evidenced by the Loan Documents. The failure of lender to
exercise any right, remedy or option provided for in the Loan Documents shall not be deemed to be a
waiver of any of the covenants or obligations secured by the Loan Documents. No sale of all or any of
the Property, no forbearance on-the part of Lender and no extension of the time for the payment of the
whole or any part of the indebtedness or any other indulgence given by Lender to Borrower or any other
person or entity, shall operate to release or in any manner affect Lender's interest in the Property or the
liability of Borrower to pay the"ind-ebted nés_.s.

H Waivers and Agreements Regardmg Remedies. To the full extent Borrower may do
50, Borrower hereby:

i) agrees that; 'Len_de'r' may in its discretion sell all the Personai Property
and the Property and improvements together or.in parts, in one or more sales, and in any sequence
Lender selects. It is the specific intent of Borrower and Lender that Lender, at its option, may cause the
Property to be sold in a single sale. The Trustee, or the Court if by judicial sale, is hereby authorized,
upon the election of Lender, to conduct or order a sale of hoth the items of Personal Property and the
Property and Improvements. The Lender's righits hereundeér.or under any of the other Loan Documents
may be enforced alternatively, successively or cumulatively, -

{ii} waives all rights and clalms Borrower may now have as a homestead
exemption or which may be hereafter acquired and to a marshaling of the assets of Borrower, including
the Property, or to a sale in inverse order of alienation in the.event of foreclosure of the interests hereby
created, and agrees not to assert any right under any law pertaining to.the marshaling of assets, the sale
in inverse order of alienation, the homestead exemption, the. administration of estates of decedents, or
other matters whatsoever to defeat, reduce or affect the right-of Lender under the terms of the Loan
Documents to a sale of the Property for the collection of the Jndebtedness without any prior or different
resort for collection, or the right of the Lender to the payment of the mdebtedness out of proceeds of sale
of the Property in preference to every other claimant whatsoever,

(iii} waives any right to bring or utilize any defense, counterclaim or setoff,
other than one which denies the existence or sufficiency of the facts upon which the-action is grounded.
If any defense, counterclaim or setoff, other than one permitted by the preceding sentence, is timely
raised in such foreclosure action, such defense, counterciaim or setoff shall be dismissed. If such
defense, counterclaim or setoff is based on a claim which could be tried in an action for money damages,
such claim may be brought in a separate action which shall not thereafter be consolidated with Lender's
foreclosure action. The bringing of such separate action for money damages shall. net’ be deerned to
afford any grounds for staying Lender’s action, S e

(iv)  waives and refinquishes any and all rights and remedies which Bor.row'er“
may have or be able to assert by reason of the provisions of any laws pertaining to the rlghts and' ;
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{9) Lender's Discretion. To the extent afiowed by law:

" Lender may exercise its options and remedies under any of the Loan Documents at its sole
©. unfettered election. Without limiting the foregoing and by way of amplification, with respect to any right or
remedy available to Lender under this Security Instrument, the Note and the other Loan Documents
which arises upon or may be exercised at any time after the occurrence of an Event of Default, or with
respect to-the Lender's determination as to whether a circumstance or event constitutes an Event of
Default-under. the-Loan Document, Lender and Borrower agree that the provisions of this Security
Instrument,-the Note-and the other Loan Documents shall be strictly construed as written to afford the
Lender the full benefit of .all such provisions, and Lender and Borrower disclaim and expressly waive the
applicability of thé implied-covenant of good faith and fair dealing. Lender and Borrower intend with
respect to such matters that Lender shall be entitled to exercise Lender's choices relating to the
enforcement of any ights or remedies following an Event of Default in Lender’s sole discretion and solely
with regard to Lender's ‘subjective determination of what is in the best interests of Lender and without
regard to the reasonableness or not of such right or remedy as it might affect the Borrower. Borrower
acknowledges that it has.adequate protections regarding defaults based upon notice provisions and rights
to cure expressly stated in thls Secunty Instrument, the Note and pursuant to applicable statutes.

{n) Sales. In the event of a-sale or other disposition of the Property pursuant to Section
2.02, Trustee will execute and” de;wer to the purchaser or purchasers a deed or deeds conveying the
Property (or portion thereof) sold, but without-any covenant, or warranty, express or implied, and the
recitals in the Trustee's deed showing that-the sale was conducted in compliance with all the
requirements of law shall be prima facie evidence of such compliance and conclusive evidence thereof in
favor of bona fide purchasers and encumbrances fer vaiue.

The acknowledgment of the receipt of the purchase money, contained in any deed of conveyance
executed as aforesaid, shall be sufficient to.discharge the grantee of all obligations to see to the proper
application of the consideration therefore as herein provided .

0] Attorneys’ Fees and Costs Upon Foreclosure In the event foreclosure be made by
Trustee under the power of sale granted under this Security Instrument, reasonable attorneys’, legal
clerks' and assistants’ and paralegals’ fees shall be allowed-as part of the cost of foreclosure, but in the
event foreclosure proceedings be made through the courts, -attorneys’; legal clerks’ and assistants’ and
paralegals’ fees in any amount determined by the court to be reasonable shall be taxed by the court as a
part of the costs of such foreclosure proceedings. In additionto such.attorneys’ and other fees, Lender
shall be entitied to (and Borrower shall pay}, immediately and unthout demand, together with interest
thereon at the Default Rate, all costs and expenses incurred.in.connéction with the collection and
satisfaction of the indebtedness or otherwise evidenced or secured by the .Loan Documents, and in
supervision, administration, preservation, protection of and realizatiory upon the Property, or any other
security, including without limitation, court costs, public trustee's fees, appraisal fees, survey costs,
environmental inspection fees and costs, property management and receiver's fees and costs, and expert
fees and costs of every nature, interest on funds advanced by Lender, and-other costs incurred by
Lender, whether incurred with or without or in any connection with J!ngatron ]udjcaal or non-judicial
foreclosure, appeals, bankruptcy proceedings, and any other judicial or non- ]uq_|C|al p_roce_edmg

6.07 Fair Value. To the extent the Deed of Trust Act of the State.of Washington (RCW
Chapter 61.24, as now existing or hereafter amended) or other statute requires  or .authorizes
determination of the “fair value" of the Property (*Fair Value™ in connection with. enforcement-of a
deficiency against Borrower or any other party liable for repayment of the obligations secured by this
Security Instrument, the term “fair market value” or “fair value” shall include those matters required by law
and shall also include the additional factors set forth below. For purposes of this Secunty instrument i
determination of Fair Value shall also include the additional factors set forth below. T
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. (a) The property shall be valued "AS 1S" and “WITH ALL FAULTS” and there shall be no
assumption of restoration or refurbishment of improvements, if any, after the date of the foreclosure sale,
and '

(b) AN offset to the Fair Value of the Property, as determined hereunder, shall be made by
deductlng from 'such value the reasonable estimated closing costs relating to the sale of the Property,
inclugding but nat limited to brokerage commissions, title policy expenses, tax prorations, escrow fees, and
other common charges which are incurred by a seller of property.

(cj ' Bo__rroWer-.shaI! pay the costs of any appraisals and other expenses incurred in connection
with any such determination. of Fair Value.

6.08 Aseignee N'ot Lender in Possession. In furtherance of and not in limitation of any other
provisions of this Security Instrument, including without fimitation Section 3.05:

Nothing herein'eh'a_t:[. constittjte Assignee a “Lender in possession” prior to its actual entry upon
and taklng possession of the Property and delivery of written notice to the Assignor of its election to be a
Lender in possession, entry upon and takmg possession by a receiver not constituting possession by
Assignee. -

6.09 Additional Assmnments The following clause is added at the end of Clause (c} of
Section 3.01 of this Security Instrument i

, and in¢cluding without |imitation mmimum -additional, percentage and deficiency rents, liquidated
damages Rents coming due during any redemptlon period, and all monies owed the Assignor as landlord
under a Lease for services, materials, leasehold improvements or otherwise furnished or installed
pursuant to any Lease.

6.10 Leases of the Property. In fnftnerance of"_'ar_l_'d- not in limitation of any other provisions of
this Security instrument, including without limitation Sections 3 '02 and 3.03:

Borrower will do ali that is necessary to preserve all Leases in force and free from any right of
counterclaim, defense or setoff. L

6.11 Enforcement of Assignment of Leases iitid Rente.:z' In furtherance of and not in
limitation of any of the provisions of this Security Instrument, including without limitation Articles 3 and 6:

Lender may enforce the assignment and transfer provisions of Articles 3 and 6 without first
resorting to or exhausting any security or collateral for the indebtedness. As used in Articles 3 and 6, the
word “lease” shall mean “sublease’ if this Security Instrument is on a leasehold. - This assignment shall
terminate at such time as this Security Instrument ceases to secure payment of mdebtedness held by
Lender. Ey

6.12 Liability and Authority of the Trustee. The Trustes shall be protected in actmg upon
any notice, reguest, consent, demand, statement, note or other paper or docutient beligved by it ta be
genuine and to have been signed by the party or parties purporting to sign the same. The Trustee shall
not be liable for any error of judgment, nor for any act done or step taken or omitted; nér for any mistakes
of law or fact, nor for anything which the Trustee may do or refrain from doing in good faith, nor generally
shall the Trustee have any accountability hereunder except for willful miscenduct or gross negligence.
The Trustee may act hereunder and may sell or otherwise dispose of the Property or any part thereof-as.
herein provided, although the Trustee has been, may now be or may hereafter be attorneys offi cers
agents or employees of the Lender, in respect of any matter of business whatsoever. ' .
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.13 Expenses During Redemption Period. If this Security Instrument is foreclosed, the
purchaser may during any redemption period allowed, make such repairs or alterations on the Property
as-may be reasonably necessary for the proper operation, care, preservation, protection and insuring
. thereof. Any sums so paid together with interest thereon from the time of such expenditure at the default
rate‘of interest stated in the Note or the highest lawful rate if that is less shall be added to and become a
part of the amount reqwred to be paid for redemption from such sale.

G 14 Default Rate. The “highest rate permitted under applicable law” referred to in Section
1.03 shall mean the Default Rate (as defined in the Note) if such a rate is not specified by applicable law.

6.15 For __purpo_se of Article 9 of the Uniform Commercial Code (RCW 62A.9A), the Borrower is
. the Debtor, Lenderis the Secured Party and this Deed of Trust constitutes a Financing Statement.

616 The sums .dé_sc'ribed in paragraph 3 on page 5 of this Security Instrument shall
specifically exclude such expenses reimbursable by Borrower under that certain Environmental
Indemnification Agreemerit of even date executed by Borrower and MARK MCDONALD in connection
herewith (“Indemnity Agreement”) '

6.17  Notwithstanding anythlng to the contrary set forth herein or in any other Loan Document,
this Security Instrument shall ‘not 'secure the obllgataons of Borrower under the Indemnity Agreement, or
the substantial equivalent of the Obligations arising under the Indemnity Agreement. All of such
obligations {(or the substantial equwa|ents thereof) shall constitute the separate, unsecured full recourse
obligations of Barrower and MARK MCDONALD and shall not be deemed to be evidenced by the Note,
or secured by this Security instrument. :

| "AﬁT:CLE 1.
MISCELLANEOUS

7.01 Amendments. This mstrument cannot be wawed changed, discharged or terminated
orally, but only by an instrument in writing signed by the party agalnst whom enforcement of any waiver,
change, discharge or termination is sought. :

7.02 Borrower Waiver of Rights; Waiver df Aﬁfomatic.'Stay.

{(a) Borrower waives to the extent permitted by Iaw (i} the: benef t of all laws now existing or
that may hereafter be enacted providing for any appraisemerit before sale of any portion of the Property,
(i) all rights of valuation, appraisement, stay of execution, redemption- laws and marshaling in the event of
foreclosure of the liens hereby created, (jii) all rights and remedies which Borrower may have or be able
to assert by reason of the laws of the State where the Property is located pertammg to the rights and
remedies of sureties, (iv) the right to assert any statute of limitations as. a bar to, the enforcement of the
lien of this Security Instrument or to any action brought to enforce the Note or any other obligation
secured by this Security Instrument, and (v) any rights, legal or equitable, to require marshaling of assets
or to require upon foreclosure sales in a particular order. Lender shall have the nght to determine the
order in which any or ali of the Property shall be subjected to the remedies provided hérein. Lender shall
have the right to determine the order in which any or all portions of the Secured Obllgatlons are satisfied
from the proceeds realized upon the exercise of the remedies provided hergin.

(b) WITHOUT LIMITING ANY OF THE FOREGOING SET FORTH IN: SU‘BS’ECT[_ON. (a)
ABOVE, BORROWER HEREBY AGREES THAT, IN CONSIDERATION OF LENDER'S AGREEMENT
TO MAKE THE LOAN AND IN RECOGNITION THAT THE FOLLOWING COVENANT IS A MATERIAL,
INDUCEMENT FOR LENDER TO MAKE THE LOAN, IF BORROWER SHALL (i) FILE WITH 'ANY _

BANKRUPTCY COURT OF COMPETENT JURISDICTION OR BE THE SUBJECT OF ANY. PETITION " °
UNDER ANY SECTION OR CHAPTER OF THE BANKRUPTCY CODE, OR SIMILAR 'LAW.-OR: /
STATUTE: (i) BE THE SUBJECT OF ANY ORDER FOR RELIEF ISSUED UNDER THE BANKRUF’TCY Co
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CODE OR SIMILAR LAW OR STATUTE; (iii) FILE OR BE THE SUBJECT OF ANY PETITION SEEKING
ANY. “REORGANIZATION, ARRANGEMENT, COMPOSITION, READJUSTMENT, LIQUIDATION,
DISSOLUTION, OR SIMILAR RELIEF UNDER ANY PRESENT OR FUTURE FEDERAL OR STATE ACT
. OR LAW.RELATING TC BANKRUPTCY, INSOLVENCY, OR OTHER RELIEF FOR DEBTORS; (iv)
HAVE:SOUGHT OR CONSENTED TO OR ACQUIESCED IN THE APPOINTMENT OF ANY TRUSTEE,
RECEIVER, /CONSERVATOR, OR LIQUIDATOR; OR {(vj BE THE SUBJECT OF AN ORDER,
JUDGMENT OR DECREE ENTERED BY ANY COURT OF COMPETENT JURISDICTION APPROVING
A PETITION FILED-AGAINST ANY BORROWER FOR ANY REORGANIZATION, ARRANGEMENT,
COMPOSITION, READJUSTMENT, LIQUIDATION, DISSOLUTION, OR SIMILAR RELIEF UNDER ANY
PRESENT -OR FUTURE FEDERAL OR STATE ACT OR LAW RELATING TO BANKRUPTCY,
INSOLVENCY OR RELIEF FOR DEBTORS. THEN, SUBJECT TO COURT APPROVAL, LENDER
SHALL THEREUPON'BE ENTITLED AND BORROWER HEREBY |[RREVOCABLY CONSENTS TO,
AND WILL NOT'CONTEST, AND AGREES TO STIPULATE TO RELIEF FROM ANY AUTOMATIC STAY
OR OTHER INJUNCTION IMPOSED BY SECTICON 362 OF THE BANKRUPTCY CODE OR SIMILAR
LAW OR STATUTE (INCLUDING, WITHOUT LIMITATION, RELIEF FROM ANY EXCLUSIVE PERIOD
SET FORTH IN SECTION_ 1121.OF THE BANKRUPTCY CODE) OR OTHERWISE AVAILABLE TO
LENDER AS PROVIDED:IN THE .NOTE AND THE LOAN DOCUMENTS, AND AS OTHERWISE
PROVIDED BY LAW, AND: BORROWER HEREBY IRREVOCABLY WAIVES ITS RIGHT TO OBJECT
TO SUCH RELIEF. : T

7.03 Statements by--ijri'owe_r...-. -Borrower shall, within ten (10} days after written notice
thereof from Lender, deliver to Lender-{or any person designated by Lender) a written statement, in form
satisfactory to Lender, fully acknowledged, stating the unpaid principal of and interest on the Note and
any other amounts secured by this Security’ Instrument and stating whether any offset, counterclaim or
defense exists against such sums and the obligations of this Security Instrument.

7.04 Loan Statement Fees. Lender or its authorized loan servicing agent may impose a
customary and reasonable service charge for. any statement requested by Borrower regarding the
Secured Obligations; provided, however, that such ameunt may not exceed the maximum amount
allowed by law at the time request for the statement is made.

7.05  Notices. Whenever Borrower, Trustée or Lender shall desire to give or serve any notice,
demand, request or other communication with respect.to this-Security Instrument, each such notice,
demand, request or communication shall be given in writing at the address of the intended recipient set
forth below by any of the following means: (a) personal service (including, without limitation, service by
overnight courier service), (b) electronic communication, ‘whether by telex, telegram, facsimile or
telecopying (if confirmed in writing sent by personal service or-by registerad or certified, first class mail,
retumn receipt requested); or (c) registered or certified, first class mail, réturn' récéipt requested:

tf to Lender: ARTESIA MORTGAGE CAPITAL CORPORATION
1180 NW Maple Street, Suite 202 ' :
Issaquah, Washington 98027
Attn: Servicing Department
Fax: (425) 313-1005

with a copy to: BEST & FLANAGAN LLP
225 South Sixth Street, Suite 4000
Minneapolis, Minnesota 55402
Altn: Thomas G. Garry
Fax; (612) 339-5897

If to Borrower: NWCC INVESTMENTS VIII, LLC
1420 Fifth Avenue, Suite 2200,
Seattle, Washington 98101
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Attn: Mark McDonald
Phone: (206) 623-4305
Fax: (206) 623-4305

“ .+~ 'with a copy to: Alston, Courtnage & Bassetti, LLP
i 1000 Second Avenue, Suite 3900
Seattle, Washington 98104-1045
Attn: Michael S. Courtnage
Phone: (206) 623-7600
Fax; (206) 623-1752

Ifto Trustee:. ~. . . Chicago Title Insurance Company
Lo o T 701 Fifth Avenue, #3400
" Seattle, Washington 98104
* .7 Atn: Sue Stavens
" Fax' (206) 628-9717

Such addresses may be changed by notice to the other parties given in the same manner as provided
above. Any notice, demand or-request sent pursuant to either subsection (a) or (b) hereof shall be
deemed received upon such personal service or upon dispatch by electronic means, and, if sent pursuant
to subsection (c) shall be deemed received five (5) days following deposit in the maik.

7.06 Captions. The cabtidné oF H_e'adings at the beginning of each Section hereof are for the
convenience of reference only and are not a part of this Security Instrument. .

7.07 Savings Clause; Invalidity of Certain Provisions. Notwithstanding any provisions in
the Note or in this Security Instrument to the contrary, the total kability for payments in the nature of
interest, including, without limitation, prepayment charges, default interest and late fees, shall not exceed
the limits |mposed by the laws of the State where the Property is located or the United States of America
relating to maximum allowable charges of interest. Lender shall not be entitled to receive, collect or
apply, as interest on the Secured Obligations, any amount in excess of the maximum (awful rafe of
interest permitted to be charged by applicable laws, " If Lender ever receives, coliects or applies as
interest such amount which would be excessive, such-interest-§hall be applied to reduce the unpaid
principal balance of the Note, and any remaining excess shall be paid.over to person or persons legally
entitied thereto. Every provision of this Security Instrument i$ intended.to be severable. In the event any
term or provision hereof is declared to be illegal, invalid or unenforceable for any reason whatsoever by a
court of competent jurisdiction, such illegal or invalid or unenforceable term or provision shall not affect
the balance of the terms and provisions hereof, which terms and prowsmns shall remain binding and
enforceable. :

7.08 Provisions Regarding Trustees. At any time, or from time-to-time, without liability
therefor and without notice to Borrower, upon written request of Lender and presentation of this Security
Instrument and the Note secured hereby for endorsement, and without affectlng the personal liability of
any person for payment of the Secured Obligations (subject to the limitations.on.recourse-set forth in the
Note) or the effect of this Security Instrument upon the remainder of the Property, Trustee [or the one
acting] may (i} reconvey any part of the Property, (ii) coensent in writing to the making.-of‘any map or plat
thereof, (ii)) join in granting any easement thereon, or (iv) join in any extension agreement or any
agreement subordinating the lien or charge hereof. : :

Trustee shall not be liable for any error of judgment or act done by Trustee,"'o'r:_be'_ bthéhﬁ;iae__
responsible or accountable under any circumstances whatsoever. Trustee shall not be persohally liable

in case of entry by it or anyone acting by virtue of the powers herein granted it upon the Property for °

debts contracted or liability or damages incurred in the management or operation of the Property. -All:
monies received by Trustee shall, until used or applied as herein provided, be held in frust .=fqr..--the
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' 'p'urpose_e for which they were received, but need not be segregated in any manner from any other monies
(éxcept to the extent required by law) and Trustee shall be under no liability for interest on any monies
'receive'd by it hereunder.

Trustee may resign by giving of notice of such resignation in writing to Lender. If Trustee shall
d|e re51gn or become disqualified from acting, or shall fail or refuse to exercise its powers hereunder
when requested by Lender so to do, or if for any reason and without cause Lender shall prefer to appoint
a substitute trustee to act instead of the original Trustee named herein, or any prior successor or
substitute trustee Lender shail have full power to appoint a substitute trustee and, if preferred, several
substitute trustees in succession who shall succeed to all the estate, rights, powers and duties of the
aforenamed Trustée,.-Upon appointment by Lender and upon recording of the substitution in the land
records of the County(ies) where the Property is located, any new Trustee appointed pursuant to any of
the provisions hereof shall, without any further act, deed or conveyance, become vested with all the
estates, properties, rights, powers and trusts of its predecessor in the rights hereunder with the same
effect as if originally named as Trustee herein.

7.09 Subrogation.: To the extent that proceeds of the Note are used to pay any outstanding
lien, charge or prior encumbrance against the Property, such proceeds have been or will be advanced by
Lender at Borrower's request and Lender shall be subrogated to any and all rights and liens held by any
owner or holder of such outstanding liens, charges and prior encumbrances, irrespective of whether said
liens, charges or encumbrances are released

7.10 Costs and Expenses, Attomeys Fees for Preparation and Enforcement.

(a) Borrower acknowledges: a-nd _conﬁnns that Lender shall impose certain customary and
reasonable administrative processing and/or..commitment fees in connection with (i) the extension,
renewal, madification, amendment and termiination of the Loan, (i) the release or substitution of coliateral
therefor, (i) obtaining certain consents, waivers and approvals with respect to the Property, or (iv) the
review of any Lease or proposed Lease or the preparation or review of any subordination, non-
disturbance and attornment agreement (the occurrence of any. of the above shall be called an “Event’).
Borrower further acknowledges and confirms that it shall be responsible for the payment of all costs of
reappraisal of the Property or any part thereof, whether required by law, regulatlon Lender or any
governmental or quasi-governmental authority; provided. Lender ‘shall only require a reappraisal of the
Property after an Event of Default or to comply with applicable law or regulatory requirements. Borrower
hereby acknowledges and agrees to pay, immediately, with ior without: demand, all such customary and
reasonable fees (as the same may be increased or decreased from time-to time), and any customary and
reasonable additional fees of a similar type or nature which may- be imposed by Lender from time to time,
upon the occurrence of any Event or otherwise. Wherever it is provided for herein that Borrower pay any
costs and expenses, such costs and expenses shall include, but not:be limited to all attorneys’ fees and
disbursements of Lender

{b) Borrower shall pay all reasonable attorneys' fees incurred by Lender in connection with (i)
the preparation of the Note, this Security Instrument and the other Loan Documents, and.{ii) the items set
forth in Section 7.10(a) above. In addition, Borrower shall pay to Lender-on”demand-any and all
expenses, including, without limitation, reascnable attorneys’ fees and costs, incurred or.paid by Lender
in protecting its interest in the Property or in collecting any amount payable hereunder or in enforcmg its
rights hereunder with respect to the Property (including, without limitation, commencing any foreclosure
action), whether or not any legal proceeding is commenced hereunder or thereunder, together. with
interest thereon at the Default Rate from the date paid or incurred by Lender until such expenses are pald
by Borrower. .

As used in this Security Instrument, the terms “attorneys’ fees” or "attorneys’ fees and coété or
“attorneys' fees, costs and expenses” shall mean the reasonable attorneys’ fees and the costs, and__e :
expenses of counsel to Lender (including, without limitation, in-house counsel employed by Lender), -
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" which may include, without limitation, printing, duplicating, telephone, fax, air freight and other charges,
and fees billed for law clerks, paralegals, librarians, expert witnesses and others not admitted to the bar
but performing services under the supervision of an attorney and all such fees, costs and expenses
©_incurred with respect to trial, appellate proceedings, arbitrations, out-of-court negotiations, workouts and
settlements, and bankruptcy or insolvency proceedings (including, without limitation, seeking relief from
stay in bankruptcy proceedings), and whether or not any action or proceeding is brought or is concluded
with respect to 'the matter for which such fees, costs and expenses were incurred, and whether or not the
Lender is the prevailing party. Lender shall also be entitled to its attorneys’ fees, costs and expenses
incurred in.any post-judgment action or proceeding to enforce and collect the judgment. This Section
7.10 is separate and several, shall survive the discharge of this Security Instrument, and shall survwe the
merger of this Secunty Instrument into any judgment on this Security Instrument.

711 No Me_rger of Lease. If both the Borrower's and tenant’s estate under any Lease or any
portion thereof which constitutes a part of the Property shall at any time becone vested in one owner, this
Security Instrument and the lién created hereby shall not be destroyed or terminated by application of the
doctrine of merger uniéss Lender s6-elects as evidenced by recording a written declaration so stating,
and, unless and until Lender so elects, Lender shall continue to have and enjoy all of the rights and
privileges of Lender as to the separaté estates. In addition, upon the foreclosure of the lien created by
this Security Instrument on'the.Property pursuant to the provisions hereof, any leases or subleases then
existing and affecting all or any portion of the Property shall not be destroyed or terminated by application
of the law of merger or as a malter of law-or as a result of such foreclosure unless Lender or any
purchaser at such foreclosure sale shall so.elect: No act by or on behalf of Lender or any such purchaser
shall constitute a termination of any Lease or sublease unless Lender or such purchaser shall give written
notice thereof to such tenant or subtenant :

712  Governing Law. Thls Secunty Instrument shall be governed by and construed in
accordance with the laws of the State where: t_he Property is located.

713  Joint and Several Obligations. If this Security Instrument is signed by more than cne
party, all obligations herein contained shall be deemed 1o be the joint and several obligations of each
party executing this Security Instrument. Any married person signing this Security Instrument agrees that
recourse may be had against community assets and agalnst hIS or her separate property for the
satisfaction of all obligations contained herein. : ; .

7.14  Interpretation. In this Security Instrument fhé singul_ér shall include the plural and the
masculine shall include the feminine and neuter and vise versa, if the context so requires.

7.15 Reconveyance by Trustee. Upon written request of Lender stating that all sums
secured hereby have been paid, and upon surrender of this Security instrument and the Note to Trustee
for cancellation and retention and upon payment by Borrower of Trustee’s fees, Trustee shall reconvey to
Borrower, or to the person or persons legally entitled thereto, without warranty, any portion of the
Property then held hereunder. The recitals in such reconveyance of any matters or facts shall be
conclusive proof of the truthfulness thereof. The grantee in any reconveyarce may be described as "the
person or persons Iegally entitled thereto.” Such grantee shall pay Trustee a reascnable fee and
Trustee's costs incurred in so reconveying the Property.

7.16  Counterparts. This document may be executed and acknowledged in counterparts, all
of which executed and acknowledged counterparts shall together constitute a. single document.
Signature and acknowledgment pages may be detached from the counterparts and attached to a smgle
copy of this document to physically form one document, which may be recorded. _ .

7.17  Effect of Security Agreement; Fixture Filing. To the extent of the exisiehce 6f:any o
Persanal Property encumbered by this Security Instrument, this Security Instrument constitutes both (a) a+
security agreement intended to create a security interest in such Personal Property in favor of Lender
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" .and; (b).a ﬁnancang statement filed as a fixture filing in the real estate records of the county(ies) in which
the Property is located with respect to any and all Fixtures included within the Personal Property with
respect to any goods or other personal property that may now be or hereafter become such fixtures, The
© information in. the subsections below this paragraph is provided in connection with the filing of this
Security Instrument as a financing statement as referred to above, and the Borrower hereby represents
and warrants such information to be true and complete as of the date of this Security Instrument.  This
Secunty Instrument shall be self-operative with respect to such Personal Property, but Borrower shall,
upon the. request__ of Lender, execute and deliver to Lender, in form and content satisfactory to Lender,
such financing statements, descriptions of property and such further assurances as lLender may
determine from time to'time to be necessary or desirable to create, perfect, continue and preserve the lien
and encumbrances hereof-and the security interest granted herein upon and in the Personal Property
specifically described herein, or generally described and intended to be the subject of the security
interest, lien and, encumbrance hereby created, granted and conveyed. Lender, at the expense of
Borrower, may cause such statements, descriptions and assurances as provided in this Security
Instrument to be recorded and re-recorded, filed and refiled, at such times and in such places as may be
required or permitted by law to so.create, perfect and preserve the lien and encumbrance hereof upon all
of the Personal Property. -By signing'this Security Instrument, Borrower authorizes Lender to file such
financing statements before; on or after the date hereof, and to file such amendments or continuation
statements, all as Lender determines necessary or desirable from time to time to perfect or continue the
lien of the Lender's security interest in'the Personal Property.

(a) The Borrower is the record owner of the real estate described in this Security Instrument.
The name and mailing address of the-record owner of the real estate described in this Security Instrument
is set forth in the first paragraph of this Security Instrument.

(b) The name, mailing address, ty';se"bf organization and state of formation of the Borrower is
set forth in the first paragraph of this Securlty Instrument The Organizational ldentification Number of the
Borrower is WAB02683664. .

(c) The name and mailing address of the Seéurétit- F’arty {Lender) is:

ARTESIA MORTGAGE CAPRITAL CORPORATION
1180 NW Maple Street, Suite 202

Issaquah, Washington 98027

Attn: Servicing Department

(&) This document covers goods which are or are fo 'b'é.dome-ﬂxtilres.

718 Spouse’s Separate Property. Any Borrower who |s a marned person expressly agrees
that recourse may be had against his or her separate property, subject to. the Ilmltatlons on recourse set
forth in Section 10 of the Note. .

7.19 Offsets. No Secured Obligations shal! be deemed to have been offset or to be offset or
compensated by all or part of any claim, cause of action, counterclaim or cross claim; whether liquidated
or unliquidated, which Borrower or any successor to Borrower now or hereafter may have or may claim to
have against Lender; and, in respect fo the indebtedness now or hereafter secured hereby,. Borrower
waives, to the fullest extent permitted by law, the benefits of any law which authonzes or permlts such
offsets. .

7.20 Construction of this Security Instrument. Borrower and Lendef" "égreg-:thét "th_is__
Security Instrument shail be interpreted in a fair, equal and neutral manner as to each of the parties.

7.21  Clerical Error. In the event Lender at any time discovers that the Note, any other nété__f
secured by this Security Instrument, this Security Instrument or any other Loan Document contains an
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" error that was caused by a clerical mistake, calculation error, computer malfunction, printing error or
similar error, Borrower agrees, upon notice from Lender, to re-execute any documents that are necessary
tocorrect any such error(s). Borrower further agrees that Lender will not be liable to Borrower for any
: damages lncurred by Borrower that are directly or indirectly caused by any such error.

. 7. 22 Lost, Stolen, Destroyed or Mutilated Loan Documents. In the event of the loss, theft
or destructidn’ of.the Note, any other note secured by this Security Instrument or any other Loan
Document; Upori receipt of an affidavit from Lender attesting to such occurrence, or in the event of the
mutilation of any-of the Loan Documents, upon Lender's surrender to Borrower of the mutilated Loan
Document, Borrower shall execute and deliver to Lender a Loan Document in form and content identical
to, and to serve a$ a.réplacement of, the lost, stolen, destroyed, or mutilated Loan Document and such
replacement shall-have the .same force and effect as the lost, stolen, destroyed, or mutilated Loan
Document, and may be. treated for all purposes as the original copy of such Loan Document.

7.23 Timeis of the Essence Time is of the essence in the performance of each provision of
this Security Instrument. .

7.24 [Intentlonally Deleted]
7.25 RESERVED

7.26  Exhibits and Riders. The exhibits and riders, if any, attached hereto are incorporated
herein by reference and made a parthereof: -

7.27  Successors and Assigns. Without in anyway limiting or affecting the provisions of
Section 1.15 hereof, all of the terms, covenants, provisions and conditions herein contained shalf be for
the benefit of, apply to, and bind the heirs, successors and assigns of the Borrower and the Lender, and
are intended and shall be held {o be covenants running with the Land.

7.28 Declaration of No Offset. The Borrower.répfes'ents and warrants to the Lender that the
Borrower has no knowledge of any offsets, counterclaims or defenses to the principal of the Secured
Obligations, or to any part thereof, or the interest thereon either at law or in equity.

7.29 Entire Agreement. This Security Instrument and the other Loan Documents contain the
entire agreement hetween the Borrower and the Lender reiatlng to or connected with the Loan. Any other
agreements relating to or connected with the Loan not expressly set-forth in this Security Instrument
and/or other Loan Documents are null and void and superseded.in thelr entlrety by the provisions of this
Security Instrument and the other Loan Documents.

7.30  No Joint Venture or Partnership. The relationship of the Berower and the Lender
created hereby is strictly of debtor-creditor and nothing contained herein-or in“any other documents or
instrument secured hereby shall be deemed or construed to create a partnershlp or Jomt wventure between
Borrower and Lender. .

7.31  No Lender Obligations.

(a) Notwithstanding any of the provisions contained herein with respébf to Lendér taking a
security interest in the Leases, Lender is not undertaking the performance of any obllgatlons under the
Leases. . .

(b) By accepting or approving anything required to be observed, performed or fulfilled or to
be given to Lender pursuant to this Security Instrument, the Note or the other Loan Documents, ‘including
without limitation, any officer's certificate, balance sheet, statement of profit and loss or other.fi nanclal.E '
statement, survey, appraisal, or insurance policy, Lender shail not be deemed to have warfanted,
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' 'cl)r_rsented to, or affirmed the sufficiency, the legality or effectiveness of same, and such acceptance or
approval thereof shall not constitute any warranty or affirmation with respect thereto by Lender.

. -"7.32 . Estoppel Certificates. After request by Lender, Borrower, within ten (10) days, shall
furnrsh Lender or any proposed assignee with a statement, duly acknowledged and certified, setting forth
to the best of Borrower's knowledge after due inquiry, the amount of the criginal principal amount of the
Note, the unpaid principal amount of the Note, the rate of interest of the Note, the terms of payment and
maturity.daté of the Note, the date installments of interest and/or principal were last paid, that, except as
provided in such statement, there are no defaults or events which with the passage of time or the giving
of notice or-both, would constitute an Event of Default under the Note or this Security Instrument, that the
Note and this Secﬁri_ty-lnstrument are valid, legal and binding obligations and have not been modified or if
modified, giving particulars. of such modification, whether any offsets or defenses exist against the
Secured Obligations and, if any are alleged to exist, a detailed description thereof, that all Leases are in
full force and effect and (provided the Property is not a residential multifamily property) have not been
modified (or if modified, setting forth all modifications), the date to which the Rents thereunder have been
paid pursuant to the Leases, whether or not, to the best knowledge of Borrower, any of the tenants under
the Leases are in default under the, Leases, and, if any of the tenants are in default, setting forth the
specific nature of all such defaults, the amount of security deposits held by Borrower under each Lease
and that such amounts are consistent with.the amounts required under each Lease, and as to any other
matters reasonably requested by Lender and reasonably related to the Leases, the Secured Obligations,
the Property or this Security Instrument

7.233 Renewals and Extensrons Any renewal or extension, medification or amendment of
the Note andfor this Security Instrument wrll not gperate to release, in any manner, the liability of
Borrower or any other party liable for the'Loan and.their respective successors in interest.

734 Incorporation. The termé"-an'd conditions of all the other Loan Documents are hereby
incorporated by reference. s .

7.35  Partial Release. Notwithstanding anything to the contrary contained in this Security
Instrument, Lender agrees to issue a partial release (a “Partial Release") from the lien of this Security
Instrument of one or more of the portions of the Property.legally described respectively as “Tract A",
“Tract B” and “Tract C” in Exhibit A attached to this Security Instrument, provided that the Lender receives
evidence satisfactory to it that all of the following conditions precedent have been satisfied:

{a) the date of the proposed Partial Release is éft_er__the-!.békout Expiration Date, as defined
in the Note; e

(b} at least forty-five (45) days prior to the date of the"p:r'oposed': p'ar‘ual release, Borrower
shall have submitted a written request to Lender specifying which portion of the Property {i.e., Tract A,
Tract B, andfor Tract C) Borrower proposes to release (the “Release Property )

(¢} no Event of Default {or any event which after notice, the passage of tlme or both would
constitute an Event of Default} shall have occurred and be continuing; e .

() the remainder of the Property (the “Remaining Property") and the--Ré[éésé P_roperty arg
separate and distinct legally subdivided parcels; & o

(e) appropriate agreements or instruments shall have been approved by Lender prowdrng for
the transfer of title to the Release Property to a third-party purchaser or an affiliate of Borrower but n any.
case, a person or entity other than Borrower; : :

U] delivery to Lender of an endorsement to Lender’s title insurance policy covering the.’
Property (the *Title Policy”), insuring Lender that the lien of the Security Instrument is and remains a-first
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* lien: against the Remaining Property, not impaired or affected by reason of the release or any other
unapproved exceptions to title (i.e., exceptions other than those appearing in the Title Policy and for the
Easements), and such other endorsements to the Title Policy as Lender may reasonably require,
. including without limitation endorsements which amend the date of the Title Policy to be the dateftime of
the recording of the partial release, amend the insured legal description to be the legal description of only
the. Remaining Property and amend the Title Policy to delete any title exceptions which do not affect the
Remalnmg Property,

(g) the executlon and delivery to Lender of such decuments and instruments, in form and
content satlsfactory to”"Lender, as are necessary or appropriate to effectuate the partial release and to
confirm the Lendei’s sgcurity interest in the portion of the Property remaining in the Remaining Property
and to confirm thatthe Ttelease of the Release Property shall not affect any guarantor's obligations under
any Guaranty or under this Security Instrument and shall not affect Borrower's obligations under the Note
(including without ||mftat|on the obligation to make the Monthly Payments),

(h} delivery to I_.end_e.r-.qf an appraisal of the Remaining Property (i.e., taking into account the
release of the Release Property) prepdred by a qualified appraiser (as determined by Lender) in form and
substance acceptable to Lender which indicates, among other things, that the release of the Release
Property will not have a negative impact on the appraised vailue of the Remaining Property (i.e., such
appraised value will be at least as. great as the appraised value of the Property as determined by the
appraisal obtained by Lender in-connection.with the Loan origination) and the ratio of the then unpaid
Loan balance to the then value of the Remalmng Property shall be equal to or less than 0.75 to 1.00;

{ at the time of the release of the Reléase Property and after such release, the debt service
coverage ratio for the Loan, as calculated by L_ent_:_i_er shall be at least 1.25 to 1.00.

i} Borrower shall have cornplefed a Partial Defeasance {as defined in the Note), in
accordance with the terms and conditions of Section 4 of the Note, with respect to the Release Property.

K neither the Borrower nor any of the guarantors or indemnitors of the Loan shaill have
experienced an adverse change in itsthis/her financial condition :as reflected in the financial information
provided to Lender as of the date of this Security Instrument

()] Borrower shall have provided Lender wrth any documentatlon opinion letters and
evidence needed or reasonably requested by Lender to comply wuth thls Sectlon 7.35;

{m) receipt by Lender of a REMIC legal opinion and wntten conf rmation from any applicable
Rating Agency(ies) (as defined in Section 4.01 of this Security Instrument) that the proposed partial
release will not result in a downgrade, withdrawal or qualification of the respective ratings in effect
immediately prior to such release for any of the Securities (as deﬂned in, Sect\on 4.01 of this Security
Instrument) which are then outstanding; and . :

(n) All costs and expenses incurred by Lender in connection W|th such partial release,
mcludlng, but not limited to, the review of any and all materials (including without limitation title, survey,
zoning, subdivision and appraisal matters) required to be provided in connection therewith (including
without limitation Lender’s reasonable attorney’s fees and expenses) shall have been paid by Borrower,
and Borrower shall have paid all other costs and expenses related to the subdivision ‘and.the: partial
release, including without limitation all recording or similar taxes, recording fees, title company charges
and title insurance premiums, . EE

[Signatures on Following Page(s)].
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..N'O_TIGEl TO BORROWER: ORAL AGREEMENTS OR ORAL COMMITMENTS TO LEND MONEY,
.~ EXTEND CREDIT, OR FORBEAR FROM ENFORCING REPAYMENT OF A DEBT ARE NOT
ENFORCEABLE UNDER WASHINGTON LAW.

| ~IN V\n{iTN_ESS WHEREOF, Borrower has executed this Security Instrument effective as of the day
and year first above written.

BORROWER:

NWCC INVESTMENTS Vlfl LLC

State of Washington

County of 'KJ/V\.O) R .' :
On 4 P rsonally appeared before me Mark McDonald, to me known to be the Managing Member of

NWCC INVESTMENTS VIII, LLC, a Washingtori limited liability company, that executed the foregoing
instrument and acknowledged the said instrumenit to be thefrege and voluntary act of and deed of said
limited liability company, for the uses and purposes therein'x omed, and on oath stated that he is

authorized to execute the said instrument. -
" Notary: Public residing\at M=
“. - Printed Name: .

My Commision Expires: 1" 'Iq ’I-ss

R N N L Wy

MICHAEL S, COURTNAGE
NOTARY PUBLIC
STATE CF WASHINGTON-

COMMISSION EXF‘IRES
NG
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EXHIBIT A
LEGAL DESCRIPTION OF PROPERTY

.. The Property is located in Skagit County, Washington, King County Washington, and

“‘Cowlitz CbUnty Washlngton and is legally described as follows:

Tract A

PARCEL A:

The West 168 feet-of ‘Tract 9, PLAT OF MOUNT VERNON ACREAGE, SKAGIT
COUNTY, WASHINGTON, according to the plat thereof, recorded in Volume 3 of Plats,
page 102, records of Skagit County, Washington, and the North 29.5 feet of the East 100
feet of the West 268 feet of sald Tract. 9 Plat of Mount Vernon Acreage.

Situated in Skagit County, =Wash1ngtq1__1. :
PARCEL B: s

A non-exclusive easement for ingress and Egress over and across the North 30 feet of the
West 168 feet and across the East 30 feet-of the West 168 feet of Tract 8, Plat of Mount
Vernon Acreage, Skagit County, Washington, actording to the plat thereof, recorded in
Volume 3 of Plats, page 102, records of Skagit County, Washington as described in
instrument recorded April 1, 1977, under Auditor’s File No. 853753, records of Skagit
County, Washington. =

Situated in Skagit County, Washingtorn.
PARCEL C:

A non-exclusive easement for vehicular and pedestrian ingress, egress, parking and
access over and upon the drive aisle portions of Tracts B and C, City of Mount Vernon
Short Plat No. MV-26-76, approved September 10, 1976, recorded September 23, 1976
in Volume 1 of Short Plats, page 175, under Auditor’s File No, 843 161, Tecords of Skagit
County, Washington and being a portion of Tracts 9 and 10, Plat of Mount ‘Vernon
Acreage, Skagit County, Washington, according to the plat thereof, récorded in Volume 3
of Plats, page 102, records of Skagit County, Washington as d1sc]osed'by instrument

recorded September 22, 2004, under Auditor’s File No. 200409220116, records of Skaglt .

County Washington.

Situated in Skagit County, Washington

Tract B:
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< Aftof Bleck 113 as shown by the recorded plat of Longview Na. 11 on file at the office of the Auditor
- of Cowlitz County, Washington, excepting the North poriion described as follows:
" Beginning at the intersection of the Southwesterly line of Olympia Way with the Easterly line of 16"
Avenue as shown by the recorded plat of Longview No. 11; thence South 27* 34/ 31" East slong the

Southwesterly line of Olympia Way 13.56 feet to the True Poim of Beginning of this description;

.+ thence continuing Southeasterly along the Southwesterly line of Olympia Way 83.24 feet fo an

intetsediion with a fine that is 10 feet South and parafiel to the Southeast wall of the Chamber of

“Commerce building; thence South 65° 18’ 55" Wast 50.97 feet, mare of less, to an Intersection with a
line that is parallel to and 25 feet Southeriy fram the Southerly wall of the Chamber of Commercs
buﬂdmg, thence North 74* 58' West 35 feet, more or less, (o an intersection with the Eastery line of
16 Avenue: thence North 15° 02' East along the Easterly line of 18 Avenue 99.4 fest; thence on a
curve to the nght hawng a radius of 5 faet to the True Point of Beginning of this deseription,

TOGETH ER Wi?‘l—i an easement for vehicular and pedestrian ingress and eqress and vehicular parking as
destribed under Aﬁditer’s File bio 33227’95
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' .Tract C:
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