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PREAMBLE .

. THIS DEED OF TRUST, ASSIGNMENT OF LEASES AND RENTS, SECURITY
AGREEMENT, AND FIXTURE FILING (“Security Instrument’ ") is made as of
February 90#32007 by and among, MV INVESTORS LLC, a Washington limited lability
company,-having its principal place of business or residing at 1001 4th Avenue, Suite 4400,
Seattle, Washington 98154, as grantor (“Borrower,” for all purposes of this Security Instrument,
such term shall include any-successors or assigns of Borrower and any future owners of all or
any part of the Property), and LAND TITLE COMPANY OF SKAGIT COUNTY, having an
address at 111 East George Hopper Road, Bur]mgton Washington 98233, as trustee (the
“Trustee”; such term includes the successor and assigns of Trustee, including any parties
appointed Trustee by any power of appointment reserved to Lender), and KEYBANK
NATIONAL ASSOCIATION; a national banking association, having a place of business at 911
Main Street, Suite #1500, Kansas City, Missouri 64! 05, as beneficiary {(“Lender,” such term
includes all successors and assigns and: al} subsequent holders, if any, of the Promissory Note
that this Security Instrument secures)

PROPERTY ADDRESS: 307 S. 13th Street Mt ‘Vernon, Washington 98273
- 'REC.ITALS

Borrower by its promissory note of even date herewith given to Lender is indebted to
Lender in the principal sum of $9,660,000.00 (the “Loan ”¥in lawful money of the United States
of America (the note together with all extensions, renewals, modifications, consolidations,
substitutions, replacements, restatements and increases thereof shall collectively be referred to as
the “Note™), with interest from the date thereof at the rates set forth in the Note, principal and
interest to be payable in accordance with the terms and COHdlthIlS prov1ded in the Note.

Borrower is the owner of leasehold interests in the real property described in Exhibit A
attached hereto and made a part hereof. More particularly, Borrower is the owner of a leasehold
estate in real property described in Exhibit A attached hereto and ‘made a part hereof, pursuant to
that certain Ground Lease dated September 12, 2005, between Public Hospital District No, 1 of
Skagit County, Washington, as lessor (“Ground Lessor”), and MV Investors LLC, as lessee, as
amended by Ground Lessor’s Estoppel and Agreement dated November 30, 2005 (collectwely
with any amendments thereto, the “Ground Lease”).

Borrower desires to secure the payment of the Debt and the performance of aIl of its
obligations under the Note and other Loan Documents. :

DEFINITIONS

The terms set forth below are defined in the following Loan Documents or S.eetlon's' énd o
Subsections of this Security Instrument and when used in this Security Instrument shall have the

meanings set forth in such Loan Documents (such Loan Documents being incorporated heteir by e

reference for such purposes), Sections, and Subsections unless the context clearly otherwise - '

M
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" requrres Certam other capitalized words and phrases that are used on a more limited basis are
deﬁned . the Sectxons in which they are used.

Act:on Sectmn 17.1;
Administration and Enforcement Expenses: Section 19.1;
Affiliated Manager Subsection 8.1(a);
Applicable Law: Subsection 3.10(a);
Availability Threshold: Subsection 4.4(a);
Bankruptey Code::Subsection 1.1{f);
Borrower: Preamble and Section 20.1;
Business Day: Section 16 1;-
Business Income Insurance Subsectlon 3.3(a)(ii);
Business Interruption Period: Subsectlon 3.3(a)(ii);
Casualty Loss: Section4:4; .~ -
Commercial Property lnsurancé Subsection 3.3(a)(i);
Condemnation Action: Sectmn 4.4;.
Condemnation Awards: Subsect:on 1 l(g)
Condemnation Restoration: Secno;} 3, 6, -
Control: Subsection 8.1(b}; ' :
Conversion: Section 18.5;
Debt: Section 2.1;
Decision Power: Subsection 20. 3(1)
Default: Section 3.4(b);
Default Rate: Note;
Defeasance; Note;
Encumbrance: Subsection 8.1(a);
Environmental Law: Section 12.1;
Environmental Liens: Section 12.1;
Environmental Reports: Section 12.1;
ERISA: Subsection 4.2(a);
Estimated Rental Income: Subsection 3.3(a)(ii);
Event of Defanlt: Section 10.1;
Financial Statement Reporting Deposit: Note;
Foreclosure Acquisition: Subsection 13.4(a);
Foreclosure Acquisition Date: Subsection 13.4(a);
Full Insurable Value: Subsection 3.3{a){i);
Governing State: Section 17.1;
Ground Lease: Recitals;
Ground Lessor: Recitals;
Guarantor: Section 5.5;
Hazardous Substances: Section 12.1;
Impound Account: Section 3.5;
Improvements: Subsection 1.1(c);
Indemnified Parties; Section 13.1;
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" _Indemnitor: Section 3.5;

" Instititional Control: Section 12.1;

" Ansurance Premiums: Subsection 3.3(b);

- - Insurance Restoration: Subsection 3.3(e);
- Insured Property: Subsection 3.3(a)(i);

Interested Parties: Section 18.3;

Investor: Section 18.1;

Land: Subsection-1:1(a);

Late Charges: Note;

Leasehold Estate:-Section 1.1;

Leasehold Premises: Section 1.1;

Leases: Subsection 1.1(f);..

Leasing Report: Subsection 3.11(b);

Lender: Preamble and Section 20.1;

Lender’s Underwriting Standards: Subsection 8.2(a);

Liability Insurance: Subsettion 3. 3{a)(v1)
Loan Application: Section 5.14;

Loan Documents: Subsection 2, I(a),
Loan Sale: Section 18.1; :
Loan Splitting: Section 18.5,

L.oan Tranching: Section 18.5;

Loan: Recitals;

Losses: Section 13.1;

Maturity Date: Note;

Monthly Insurance Impound: Section 3.5; =

Monthly Payment: Note;

Monthly Tax Impound: Section 3.5;
Net Proceeds: Section 4.4,

New Borrower: Subsection 8.2(a)(iv),
New Guarantor: Subsection 8.2(a)(viii),

Non-consolidation Opinion: Section 5.19;

Note: Recitals and Section 20.1;
O&M Plan: Section 12.1;

Other Charges: Subsection 3.4(a);
Participations: Section 18.1;
Permitted Exceptions: Section 5.1;
Personal Property: Subsection 1.1(g),
Policies/Policy: Subsection 3.3(b);
Prepayment Consideration: Note;
Prohibited Transfer: Section 8.1;
Property: Section 1.1 and Section 20.1;
Qualifying Manager: Section 5.18;
Rating Agency: Section 3.3(b);
Release: Section 12.1;

M
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Remed1at1on Section 12.1;
_REMIC: Section 18.2;
" Rents: Sybsection 1.1(f);
. ‘Restoration; Section 4.4;
~Restoration Consultant Subsectlon 4.4(b)(ii1);
Restoration Retainage: Subsection 4.4{b)(iv);
Restricted Party: Subsection 8.1(a);
Sale: Subsection 8.1{a);
Secondary Market Transaction: Section 18.2;
Securities: Section 18.1%.
Securitization: Section'18,1;
Security Instrument; Preamble
Servicing Rights Transfers: Section 18.1;
Tax Change Acceleratlon Subsectlon 7.3(a);
Taxes: Subsection 3. 4(a) '
Terrorism Coverage: Subséction 3. 3(c),
Transfer Fee: Subsection &, 2(a)(v1)
Trustee: Preamble; -
Uniform Commercial Code: Subsectlon l 1(e).

ARTICLE 1 GRANTS OF SECURITY

SECTION 1.1 PROPERTY MORTGAGED. _B'orro_wer does hereby irrevocably deed,
mortgage, grant, bargain, sell, alien, enfeoff, hypothecate, remise, release, pledge, assign,
warrant, transfer, confirm, and convey to Trustee and Lender & lien on, pledge of, and security
interest in, the following property, rights, interests, and-estates now owned or hereafter acquired
by Borrower to the full extent of Borrower’s right, title, and interest therein, including hereafter
acquired rights, interests, and property, and all products and proceeds thereof and additions and
accessions thereto (sometimes collectively referred to herein as the""P'ruperty”):

(a) Leasehold Estate. The Ground Lease and the leasehold estate of Borrower
(“Leasehold Estate”) in the rea} property described in Exhibit A attached hereto and made a part
hereof (the “Leasehold Premises”, the Leasehold Premises is sometimes hereinafter referred to
as the “Land”), including all assignments, modifications, extensions and rénewals of the Ground
Lease and all credits, deposits, options, privileges and rights of Borrower as tenant under the
Ground Lease, including without limitation, the right, if any, to renew or extend the Ground
Lease for one or more additional terms; S

() Additional Land. All additional lands, estates, and development 'rights now'
owned or hereafter acquired by Borrower for use in cormection with the Land and the
development of the Land that may, from time to time, by supplemental mortgage or 0thcrw1se
be expressly made subject to the lien of this Security Instrument; . :

C
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o (6)' ~ Improvements. The buildings, structures, fixtures, additions, enlargements,
extefisions, modifications, repairs, replacements and improvements now or hereafter erected or
1ocated ‘on the Land (the “TImprovements”),

(d) Easements and Apvurtenances. All easements, rights-of-way or use, rights, strips
and gores of land ‘streets, ways, alleys, passages, sewer rights, water, water courses, water rights
and powers, air rights and development rights, riparian rights, and all estates, rights, titles,
interests, privileges, liberties, servitudes, tenements, hereditaments and appurtenances of any
nature whatsoever, in any way now or hereafter belonging, relating or pertaining to the Land and
the Improvements and the reversion and reversions, remainder and remainders, including any
homestead or other claim at law or in equity and any after-acquired title, franchises, licenses, and
any reversions and remainders thereof, and all land lying in the bed of any street, road or avenue,
opened or proposed, in front of or adjoining the Land, to the center line thereof and all the
estates, rights, titles, interests, dower and rights of dower, curtesy and rights of curtesy, property,
possession, claim and demand whatsoever, both at law and in equity, of Borrower of, in, and to
the Land and the Improvements ; and every part and parcel thereof, with the appurtenances
thereto; . e

(e Fixtures and Tangible Personal Property. All inventory, machinery, furniture,
equipment, and fixtures (including all heating, air conditioning, plumbing, lighting,
communications and elevator fixtures) and other property of every kind and nature whatsoever
located upon the Land or the Improvements-or appurtenant thereto or used in connection with the
present or future operation or occupancy of the Land or the Improvements, including all
materials intended for construction, reconstruction, reﬁ.lrblshment renovation, alterations, and
repairs to the Property (whether stored or located on or off the Property) (all of the items
described in Subsections 1.1(e) through 1.1(m) below are herein sometimes collectively called
the “Personal Property™), including the right, title and interest of Borrower in and to any of the
Personal Property that may be subject to any security interésts, as defined in the Uniform
Commercial Code, as adopted and enacted by any state or states where any of the Property is
located (the “Uniform Commercial Code”) superior in lien to.the lien of this Security
Instrument, such Personal Property to include, for example, the following: (1} all furniture and
furnishings, including carpets, rugs and other floor coverings, draperies, drapery rods and
brackets, awnings, window shades, Venetian blinds, curtains, lighting fixtures, desk chairs,
stools, pictures, lamps, ash trays, waste baskets, clocks, radios, and all other furniture and
furnishings of every kind and nature whatsoever; (2) all cash registers, coin machines,
compuiers, word processing equipment, adding machines, calculators, check protectors postage
meters, desks, chairs, tables, room dividers, filing cabinets, safes, vaults, time clocks; time card
machines, and other office furniture, equipment and supplics of every kind and nature .~
whatsoever; (3) all right and interest of the Borrower in and to all equipment leases, personal _
property leases, conditional sales contracts and similar agreements in and to the telephone system
(including the switching compenents thereof), television sets, computer systems, -
refrigerator/bars, and point of sale computer systems and/or inventory control systems; (4) all
apparatus, machinery, motors, tools, insurance proceeds, leases, and equipment, including ﬁr_e '
sprinklers and alarm systems, air conditioning, heating, refrigerating, electronic monitoring;' o
window or structural cleaning rigs, maintenance equipment, equipment for the extermination or

5
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~ exclusion of vermin or insects, equipment for removal of dust, debris, snow, refuse or garbage,
and ll other equipment of every kind; (5) elevators, fittings, radiators, gas ranges, mechanical
equipment, and all plumbing, heating, lighting, cooking, laundry, ventilating, refrigerating,
incinerating, air. cond1t1on1ng, central energy and sprinkler equipment and fixtures and
appurtenances thereto and (6) all renewals or replacements of any of the foregoing, whether or
not the same. are or shall be attached to the Improvements;

(f) Leases and Rents. All leases and other agreements affecting or relating to the use,
enjoyment OF oGCuUpancy of all or any part of the Land or the Improvements heretofore or
hereafter entered into, whetherbefore or after the filing by or against Borrower of any petition
for reliefunder 11 U.S.C..§ 101 et seq. (the “Bankruptcy Code™), as the same may be amended
from time to time (the *“Leases™) and all right, title and interest of Borrower, its successors and
assigns therein and thereunder, including cash or securities deposited thereunder to secure the
performance by the lessees of their obligations thereunder and all rents, additional rents,
royalties, licenses, payments (including payments pursuant to the exercise of any purchase option
by any tenant under any Lease), fees. (mcludmg termination fees), revenues, income, receipts,
charges, accounts, accounts recewable issues and profits and other benefits (including all oil and
gas or other mineral royaltics and bonuses) from the Land or the Improvements whether paid or
accruing before or after the filing by or aga_anst_Botrower of any petition for relief under the
Bankruptcy Code (collectively, the “Rents”)-and all proceeds from the sale or other disposition
of the Leases and the night to receive and a_pp_l'j; the Rents to the payment of the Debt;

(g) Condemnation Awards. All awards or payments, including interest thereon
{collectively “Condemnation Awards™), which may heretofore and hereafter be made with
respect to the Property, whether from the exercise of the right of eminent domain (including any
transfer made in lieu of or in anticipation of the exercise of such right), or for a change of grade,
inverse condemnation or for any other injury to or decrease i the value of the Property whether
permaneiit or temporary; -

(h)  Insurance Proceeds. Al proceeds of and anjiﬁh__éa'med premiums on any
insurance policies covering the Property, including the right to receive and apply the proceeds of
any insurance judgments, or settlemnents made in lieu thereof, for damage to the Property;

(1) Tax Certiorar. All refunds, rebates or credits in connectmn W1th a reduction in
real estate taxes and assessments charged against the Property as a result of tax certloran or any
applications or proceedings for reduction; A

() Miscellaneous Personal Property. All intangible property used in connection.with
or generated by, located on or at or pertaining to the Property including all gencral 1ntang1b1es
payment intangibles, software, goodwill, trademarks, trade names, service marks, logos, -~
copyrights, option rights, purchase contracts, contract rights or leases of personal property. and
security deposits received pursuant thereto, utility contracts, service contracts, guarantles,
warranties, telephone exchange numbers, hcenses government permits and applications,-
approvals and other government rights relating to the Property or the operation of the business .~
thereon; all books and records; deposit accounts, letter-of-credit rights, accounts, contract rights;”
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' 1nstruments chattel paper, investment property, all rights of Borrower for payment of money for
property sold, rented or lent, for services rendered, for money lent, or advances or deposits made;
all claims, actions, and causes of action (including those arising in tort, including commercial
tort claims) of Borrower against others; all agreements, contracts, certificates, instruments
(including promissory notes, guaranties, liens and all writings which evidence a right to the
payment of money), franchises, permits, licenses, plans, specifications and other documents, now
or hereafter entered-into, and all rights therein and thereto, respecting or pertaining to the use,
occupation, construction, ‘management or operation of the Property or any part thereof or
respecting any business or activity conducted on the Property or any part thereof and all right,
title and interest of Borrower therein and thereunder, including the right to receive and collect
any sums payable to Borrower thereunder; all extensions, improvements, betterments,
replacements, renewals, or addltlons and accessions to any of the foregoing; and any other
intangible property of Bon'ower related to the Property; and

(k) Personal Pronertv As Deﬁned In Uniform Comimnercial Code. In addition to any
other property mentioned in this Section 1.1, all property in which a security interest may be
created pursuant to the Uniformn Commerc:lal Code (or any similar laws) including all goods,
inventory, equipment, accounts, accounts récéivable, contract rights, general intangibles, chattel
paper, documents, documents of title, instruments, deposit accounts, letter-of-credit rights,
investment property, tort claims (including comumercial tort claims), and securities located on or
generated by or used in connection with the ownership or operation of the Property;

)] Conversion. All proceeds of thé"conversion" voluntary or involuntary, of any of
the foregoing including proceeds of insurance and Condemnat;on Awards, into cash or
liquidation claims; and : o

(m}  Other Rights. Any and all other rlghts of Bormwer in and to the items set forth in
Subsections (a) through (1) above. i .

SECTION 1.2 ASSIGNMENT OF LEASES AND RENTS Borrower hereby
absolutely and unconditionally assigns to Lender Borrower’s nght title and interest in and to all
current and future Leases and Rents, it being acknowledged by Borrower that this assignment
constitutes, and is intended to constitute a present, absolute assignment-and not an assignment for
additional security only. Nevertheless, subject to the terms of this Section 1. 2-and Section 3.7,
Lender grants to Borrower a revocable license to collect and receive the Rents Botrower shall
hold a portion of the Rents sufficient to discharge all current sums due on the Debt for use in the
payment of such sums.

SECTION 1.3 SECURITY AGREEMENT. This Security Instrument is-both a real”
property mortgage and a “security agreement” within the meaning of the Uniform"Co'h)inefcial .
Code. The Property includes both real and personal property and all other rights and-interests, -
whether tangible or intangible in nature, of Borrower in the Property. By executing and
delivering this Security Instrument, Borrower hereby grants to Lender, as security for the Debt;a .~
security interest in any of the Property that is deemed to be personal property to the full extent -
that such property may be subject to the Uniform Commercial Code. This Security Instrument.
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~ shallbe énd is intended to serve as a financing statement under the Uniform Commercial Code
with respect {0-the Personal Property, and when filed shall serve as a financing statement for all
intents.and purposes thereunder. Borrower authorizes Lender to file financing statements
describing the Personal Property. Lender shall be entitled to all rights and remedies of a
“secured party” under the Uniform Commercial Code. Upon its recording in the real property
records, this Security Instrument shall be effective as a financing statement filed as a fixture
filing and when filed shall serve as a financing statement for all intents and purposes thereunder.
For purposes of this filing, Borrower is the record owner of the Property. The name and mailing
address of Borrower, as‘debtor, and the name and mailing address of Lender, as secured party,
from which information conceining this Financing Statement may be obtained, are set forth in
the Preamble of this Secunty Instrument. The Borrower shall immediately advise the Lender in
writing of any change in the state of Borrower’s organization, or Borrower’s exact legal name, or
the places where the Perso_nal Property, ot any part thereof, or the books and records concerning
the Personal Property, or a:ny.part tlier'eof_ are kept.

If any of the Property is deemed to be personal property, this Security Instrument shall
also constitute a security agreement with’ respect to such personal property executed by Borrower
as debtor in favor of Lender as Secured Party. Upon the occurrence of an Event of Default,
Lender may, in addition to and not in derogation-of any other rights and remedies of Lender
under the Loan Documents or applicable: law; 111 accordance with Section 9-604 of the Uniform
Commercial Code, as applicable, or other'such provisions of the Uniform Commercial Code,
elect (i) to proceed under and have all the rights and remedies of a secured party under Article 9
of the Uniform Commercial Code and any other applicable law, or (ii) to proceed as to both the
real property and the personal property in accordance with Lender’s rights and remedies in
respect of the real property encumbered by this Security Instrument, whereupon at any
foreclosure sale conducted pursuant to this Security Instrument the Trustee acting hereunder may
offer the real and personal property together as part of the same sale, with bids to be taken on the
whole of the real and personal property rather than separately '

Borrower shall promptly notify Lender of the existence. of any commermal tort claim now
or hereafier existing for the benefit of Borrower or the Property, and, shall execute, acknowledge
and deliver a security agreement or other documentation as Lender shall from time to time
require to acquire and perfect a valid and binding security inferest in .such commereial tort claim.

SECTION 1.4 PLEDGE OF MONIES HELD. Borrower hereby pledges to Lender any
and all items and monies now or hereafter held by Lender, including any sums dep051ted in the
Impound Account or any escrow, as additional security for the Debt until expended or apphed as
provided in this Security Instrument. o :

SECTION 1.5 COMMON LAW PLEDGE/ASSIGNMENT. To the extent that the
Uniform Commercial Code does not apply to any item of the Personal Property, itis'the
intention of this Security Instrument that Lender have a common law pledge and/or co!lateral
assignment of such item of Personal Property. :

CONDITIONS TO GRANT
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e 10 HAVE AND TO HOLD the Property unto and to the use and benefit of Lender, and
the s'ucc:éssors and assigns of Lender, forever,

IN TRUST WITH POWER OF SALE, to secure payment of the Debt at the time and in
the manner prowded in the Loan Documents;

PROVIDED HOWEVER these presents are upon the express condition that, if
Borrower shall well and truly pay to Lender the Debt at the time and in the manner provided in
the Loan Documents, and shall abide by and comply with each and every covenant and condition
set forth in the Loan Documents, these presents and the estate hereby granted shall terminate.

ARTICLE 2 DEBT AND OBLIGATIONS SECURED

SECTION 2.1 DEBT Thls Secunty Instrument and the grants, assignments, and
transfers made in Article 1 are given for the purpose of securing the following, in such order of
priority as Lender may determine (the “Debt”)

(a) the payment of the mdeb.te_dne_g;s and obligations evidenced by or arising under the
following, which, together with all amendments or modifications thereto and substitutions or
replacements thereof are sometimes herein-collectively called the “Loan Documents” or
individually a “Loan Document”: this Security Instrument, the Note and all other documents
and instruments existing now or after the date hereof that evidence, secure or otherwise relate to
the Loan, including any assignments of leases and rents, other assignments, security agreements,
{inancing statements, guaranties, indemnity agreements (including environmental indemnity
agreements), letters of credit, or escrow/holdback or similar agreerients or arrangements.

{b) the payment of interest, default interest, late: c"harges_ and other sums, as provided
in the Note, this Security Instrument, or any other Loan Document; .~

{c) Prepayment Consideration (as such term is deﬁncd--iﬁ-the No"té)'

(d) the payment of all other monies agreed or provided to be pa1d in the Nofe, this
Security Instrument, or any other Loan Document; g

(e) the payment of all sums advanced pursuant to this Security’ I"r:l_st'r'ilm'ént-' orany
other Loan Document to protect and preserve the Property and the lien and the security interest
created hereby or otherwise, it being agreed by Borrower that any future advances made by -
Lender to or for the benefit of Borrower from time to time under the Note or the other Loan™ ..
Documents and whether or not such advances are obligatory or are made at the option of Lender, -
or otherwise, made for any purpose, and all interest accruing thereon, shall be equally secured by
this Security Instrument and shall have the same priority as all amounts, if any, advanced as of. =
the date hereof and shall be subject to all of the terms and provisions of this Security Instrument; .~
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" () the payment of all loans and advances by Lender, all liabilities, indemnities,
damages and.claims of any kind or nature (in contract, tort or otherwise, including damages
incurred by Lender because Borrower has failed to pay the Note strictly in accordance with its
terms), and cests and expenses (including attorneys’ fees) incurred by Lender in connection with
the Debt or any part thereof, or the servicing or administration thereof or the enforcement of
Lender’s remedies in the collection thereof, any renewal, extension, modification, consolidation,
change, substitution, replacement, restatement or increase of the Debt or any part thereof, or the
acquisition or perfection of the security therefor, whether made or incurred at the request of
Borrower or Lender and whether or not evidenced by additional promissory notes or other
instruments; :

(2 the perfo’ﬁnapce'_bf.z_i_ll..pther obligations of Borrower contained herein;

(h) the perfonn;aﬂ_ee of each obligation of Borrower contained in the Note in addition
to the payment of the Debt and of Borrower contained in any Loan Document; and

(1) the performance of each obli'gzition of Borrower contained in any renewal,
extension, modification, consolidation, change, substitution, replacement for, restatement or
increase of all or any part of the Note, this Security Instrument or any other Loan Document.

ARTICLE 3 - BORROWER COVENANTS
Borrower covenants and agrees that:

SECTION 3.1 PAYMENT OF DEBT. Borrower shall pay the Debt at the time and in
the manner provided in the Note and in this Security Instrument.

SECTION 3.2 INCORPORATION BY REFERENCE, All of the covenants,
conditions and agreements contained in the Note and each other Loan Document are hereby
made a part of this Security Instrument to the same extent and w1th the same force as if fully set
forth herein. :

SECTION 3.3 INSURANCE.

(a) Insurance. Borrower shall obtain and maintain, or cause to be maintained,
insurance for Borrower and the Property providing at least the following coverages:

(i) Property Insurance. Insurance (“Commercial Property -
Insurance”) with respect to the Improvements, including ﬁxturés-,"mé_chinery,-_
equipment and any other items of Property (collectively “Insured Property”)
owned by Borrower and typically insured by a commercial property insurance . -
policy, insuring against any peril now or hereafter included within the -~ - '
classification “Special Cause of Loss”™ insuring against risks of direct physn:al' "
loss, in an amount not less than one hundred percent (100%) of the “Full -
Insurable Value” (as hereinafter defined) of the Improvements and other Insured T
Property, with an “agreed amount” endorsement waiving all co-insurance
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provisions. The term “Full Insurable Value” shall mean the full replacement cost

. “value of the Improvements and Insured Property (without taking into account any

';deprecmtlon and exclusive of excavations, footings and foundations, landscaping
- and paving) determined annually at Borrower’s sole cost and expense by an

“insurer, a recognized independent insurance broker or an independent appraiser
L selected by Borrower and approved by Lender, but in no event less than the
" coverage required pursuant to the terms of any Lease. In addition, Borrower shall

obtain:” (x) if any portion of the Improvements is currently or at any time in the
future located in a federally designated “special flood hazard area,” flood hazard
insurance.in an amount equa] to the lesser of (1) the outstanding principal balance
of the Noteor(2) the maximum amount of such insurance available under the
National Flood Insurance Act of 1968, the Flood Disaster Protection Act of 1973
or the Natiohal Flood Insurance Reform Act of 1994, as each may be amended or
such greater amount as Lender shall require; (y) earthquake or earth movement
insurance in amounts and‘in form and substance satisfactory to Lender in the
event that Property is-located in an area with a high degree of seismic activity and
the “probable maximum Toss” for the Improvements, as determined by an
engineer satisfactory to Lender, is 20% or greater; and (z) coastal windstorm
insurance in amounts and in' form-and substance satisfactory to Lender in the
event the Property is located in any coastal region, provided that the insurance
pursuant to clauses (x), () and (2) hereof shall be on terms consistent with the
“Special Cause of Loss” insurance policy required under this subsection (i).

(i)  Business Interruption, - Business-interruption and/or loss of “rental
income” insurance (“Business Income Insurance™) in an amount sufficient to
avoid any co-insurance penalty and to-provide proceeds that will cover the
estimated annual gross income as determined by-Lender (the “Estimated Rental
Income™) for a period (the “Business Interruption Period™) of (A) not less than
twelve (12) months from the date of casualty or loss 1f the amount of the Loan is
less than $20,000,000, or (B) not less than elghtecn (18) months from the date of
casualty or loss if the amount of the Loan is $20,000,000 or more. In each such
case, such Business Income Insurance policy shall provide that, after the physical
Joss to the Improvements and the other Insurable Property.has been repaired, the
continued loss of Estimated Rental Income will be insured-during the.applicable
Business Interruption Period, and notwithstanding that the policy may expire prior
to the end of such period. The term “rental income™ to mean the sum of (A} the
total then ascertainable Rents payable under the Leases 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. The amount of Busimess™ ..
Income Insurance coverage shall be adjusted annually by Lender to reflect the . -
projected rents payable during the next succeeding Business Interruptlon Penod

(i)  Boiler and Machinery. If applicable, comprehensive form bo;l‘e_r ) -~
and machinery insurance (without exclusion for explosion), on terms consistent” - ¢
with those set forth for Commercial Property Insurance in Section 3.3(a)(i) above; - -
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_ (iv}]  Builder’s Risk. At all times during which construction, repairs or
alterations are being made with respect to the Improvements that either affect the
structure of the Improvements or will cost in excess of five percent (5%) of the
-+ yalug of the Property (A) owner's contingent or protective liability insurance
o covering claims not covered by or under the terms or provisions of the
" commercial general liability insurance policy described in Subsection 3.3(a){vi)
" below; and.(B) the insurance provided for in Subsection 3.3(a)(i) written in a so-
called builder’s risk completed value form (1) on a non-reporting basis, (2)
agamst all risks insured against pursuant to Subsection 3. 3(a)(i), (3) including
permission to occupy the Property, and (4) with an agreed amount endorsement
wawmg co- msu:ance pr0v131ons

(v) Ordmance/Law Coverage. Ordinance or law coverage and
insurance coverage to compensate for the cost of demolition or rebuilding of the
undamaged portion of the Property along with any reduced value and the
increased cost of construction in amounts as requested by Lender if the Property
is or becomes a legallynon-conforming use;

(vi)  Liability Insufanpe-."CormnerciaI general liability insurance
(“Liability Insurance”) on an “pccurrence” form, including bodily injury and
property damage liability, and’ insurance against any and all claims, including all
legal liability imposed upon Lender and all court costs and legal fees and
expenses, arising out of or connected with-the possession, use, leasing, operation,
maintenance or condition of the Property:- Such insurance shall provide
commercial general liability protection in an amount not less than Three Million
Dollars ($3,000,000) each occurrence and-annual aggregate, combined single
limit, bodily injury and property damage. For'loans with original principal
amounts in excess of $20,000,000, Liability Insurance shall be in an amount of
not less than Ten Million Dollars ($10,000 000) each occurrence and annual
aggregate, combined single limit, bodily injury and property damage

(vi) Workers Compensation Insurance. If the Property mcludes
commercial property, worker’s compensation insurance with respect to any
employees of Borrower, as required by any Governmental Authonty or any
Applicable Law; and

(viii) Other Insurance. Such other insurance with respect 0, the Property
against loss or damage of the kinds from time to time customarily. insured. against
and generally required by institutional lenders for properties comparable to the N
Property. -

{b) Insurance Policies. All insurance provided for in Subsection 3. 3(a) hereof
shall be obtained under valid and enforceable policies (the “Policies” or in the smgular _
the “Poliey”) issued by one or more insurers satisfactory to Lender and having a rating of
A:V or better by Best’s Key Rating Guide, and, if the amount of the Loan is greater than”
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A _$-2'0,.0_00,000, an Insurer Financial Strength Rating of AA or better from Standard &

" Poor’s Ratings Services, a Division of McGraw-Hill Companies, Inc., and, upon Lender’s

* ‘tequest, an equivalent rating by any other nationally recognized credit rating agency
-, “approved by Lender (each a “Rating Agency”). All insurers providing the insurance
“requiréd vinder this Security Instrument shall be authorized to issue insurance in the state
in which the Property is located. The Policy referred to in Subsection 3.3(a)(vi) above
shalt name Lender as an additional insured and the Policies referred to in Subsection
3.3(a)(i), (i1),(iiiyand (iv), and as applicable (viii), above shall provide that all proceeds
be payable to-Léndér as set forth in Section 4.4 hereof. The Policies referred to in
Subsections 3.3(a)(i), (iii), and (iv) shall also: (1) contain a standard “non-contributory
mortgagee” endorsement or its equivalent relating, inter alia, to recovery by Lender
notwithstanding the negligent or willful acts or omission of Lender; (2) contain a waiver
of subrogation endorsement as to Lender; and (3) be approved by Lender as to amounts,
form, risk coverage, deductibles, loss payees and insureds. All Policies shall contain (i) a
provision that such Policies shall not be cancelled or terminated, nor shall they expire,
without at least thirty (30 days prior written notice to Lender in each instance; and
(ii) include effective waivers by the insurer of all claims for Insurance Premiums against
any loss payees, additional insureds and named insureds (other than Borrower).
Certificates of insurance with respect to-all renewal and replacement Policies shall be
delivered to Lender not less than.thirty (30) days prior to the expiration date of any of the
Policies required to be maintained hereunder which certificates shall bear notations
evidencing payment of applicable premiums (the “Insurance Premiums”). Duplicate
originals of such replacement Policies shall be delivered to Lender promptly after
Borrower’s receipt thereof but in any case within thirty:(30) days after the effective date
thereof. If Borrower fails to maintain and deliver to Lender the original Policies or
certificates of insurance required by this Secﬁri_ty"_lnstrument, upon ten (10) days prior
notice to Borrower, Lender may procure such insurance at Borrower’s sole cost and
expense. ¢ f

{c) Terrorism Coverage. The commercial property and business income
insurance required pursuant to Section 3(a) hereof shall be-required to: cover perils of
terrorism and acts of terrorism (“Terrorism Coverage”) and Borrower shall maintain
Commercial Property Insurance and Business Income Insurance for loss resulting from
perils, and acts of terrorism on terms (including amounts) consistent with those required
under Sections 3.3(a)(i) and (iii) above at all times during the term of the Loan so long as
(A) Lender determines that either (I) prudent owners of real estate comparablé¢ to the
Property are maintaining same, ot (1) prudent institutional lenders are requiring that such
owners maintain such insurance; or (B) if such insurance is obtainable from any insurer
or the United States of America or any agency or instrumentality thereof andthe lack of .
such insurance in and of itself will result in a qualification, downgrade or withdrawal of . =
the then current rating assigned, or to be assigned, or prevent ratings from being 'éSSig!?ﬁd;"'-_ E
to the Securities or any class thereof in any applicable Securitization. If Lender has
waived the requirement that Borrower obtain Terrorism Coverage, Lender may at any P
time require that Borrower obtain such Terrorism Coverage upon thirty (30) days no'ti-ce..- S
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(d)  Compliance With Insurance Requirements. Borrower shall comply with

) all-i 1nsurance requiremnents and shall not bring or keep or permit to be brought or kept any
- ‘article upon any of the Property or cause or permit any conditicn to exist thereon which
*. “would be prohibited by an insurance requirement, or would invalidate the insurance
“caverdge requzred hereunder to be maintained by Borrower on or with respect to any part
of the Property pursuant to this Section 3.3,

(e) .-Restoration. If the Property shall be damaged or destroyed, in whole or in
part, by fire or other casualty, Borrower shall give prompt notice of such damage to
Lender and provided that Borrower shall have received the Net Proceeds, Borrower shall
promptly commence.and diligently prosecute the completion of the repair and restoration
of the Property as nearly as possible to the condition the Property was in immediately
prior to such fire or other casualty, with such alterations as may be approved by Lender
(the “Insurance Restoratlon ) and otherwise in accordance with Section 4.4 of this
Security Instrument.’ L

(0 Blanket Iristiran-ce Policies. The insurance coverage required under
Section 3.3(a) may be effected under a blanket policy or policies covering the Property
and other properties and assets not constituting a part of the security hereunder; provided
that any such blanket policy shall specify the portion of the total coverage of such policy
that is allocated to the Property, and any sub-limit in such blanket policy applicable to the
Property, and shall in any case comply in all other respects with the requirements of this
Section 3.3. Lender may make such other requirements with respect to blanket insurance
as Lender may deem apypropriate or desirable from time to time,

(g)  Absolute Transfer On Foreclosure In the event of a foreclosure of this
Security Instrument or other transfer of title to the Property extinguishing the Debt or the
lien of this Security Instrument, all right, title and interest of Borrower in and to any
insurance policies then in force shall pass to and are hereby asszgned by Borrower to the
purchaser or grantee. .

SECTION 3.4 PAYMENT OF TAXES, ETC.

(a)  Borrower shall pay by their due date all taxes, assessmerils, water rates,
sewer rents, governmental impositions, and other charges, including vault eharges and
license fees for the use of vaults, chutes and similar areas adjoining the Land, now or
hereafter levied or assessed or imposed against the Property or any part thereof (the
“Taxes™), all ground rents, maintenance charges and similar charges, now or hereafter
levied or assessed or imposed against the Property or any part thercof (the “Other o
Charges™), and all charges for wtihity services provided to the Property as same become S
due and payable. Borrower shall deliver to Lender, promptly upon Lender’s request, . "
evidence satisfactory to Lender that the Taxes, Other Charges, and utility service charges '
have been so paid or are not then delinquent. Borrower shall not suffer and shall -~
promptly cause to be paid and discharged any lien or charge whatsoever that may beor. _' _ .
become a lien or charge against the Property. Except to the extent sumns sufficient to pay .+
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-~ all Taxes and Other Charges have been deposited with Lender in accordance with the
" terms of this Security Instrument, Borrower shall fumnish to Lender paid receipts for the
* payment of the Taxes and Other Charges prior to the date the same shall become
*. “delinguent. .

_~(by. " After prior written notice to Lender, Borrower, at its own expense, may
contest by appropriate legal proceeding, promptly initiated and conducted in good faith
and with due diligence, the amount or validity or application in whole or in part of any of
the Taxes, provided that (i) no Event of Default or any event that, with notice or the
passage of time orthe miodification or termination of the automatic stay of Section 362 of
the United States Bankruptcy Code may become an Event of Default, has occurred under
the Note, this Security Instrument or any of the Loan Documents (a “Defauit”),

(ii) Borrower is permitted to do so under the provisions of any other mortgage, deed of
trust or deed to secure debt affecting the Property (it not being implied by this clause that
any such encumbrance will be permitted), (iii) such proceeding shall suspend the
collection of the Taxes from Borrower and from the Property or Borrower shall have paid
all of the Taxes under protest, (iv) such proceeding shall be permitted under and be
conducted in accordance with the. provisions of any other instrument to which Borrower
is subject and shall not constitute a default thereunder, (v) neither the Property nor any
part thereof or interest therein will be-in danger of being sold, forfeited, terminated,
cancelled or lost, (vi) Borrower shall Rave set aside adequate reserves for the payment of
the Taxes, together with all interest and penaities thereon, uniess Borrower has paid all of
the Taxes under protest, and (vii) Borrower shall have furnished the security as may be
required in the proceeding, or as may be reasonably requested by Lender to insure the
payment of any contested Taxes, together with all interest and penalties thereon, taking
into consideration the amount in the Impound-Account available for payment of Taxes.

SECTION 3.5 TAX AND INSURANCE IMPOUND ACCOUNT. Borrower shall
establish and maintain at all times while this Security Instrument continues in effect an impound
account (the “Impound Account”) with Lender for payment of Taxes and Insurance Premiums
on the Property and as additional security for the indebtedness secured hereby. Borrower shall
deposit in the Impound Account an amount determined by Lender to be sufficient (when added
to the monthly deposits described herein) to pay the next due installment of real estate taxes and
assessments on the Property at least one (1) month prior to the due date or the'delinquency date
thereof (as Lender shall determine) and the next due annual insurance premiums with respect to
the Property at least one (1) month prior to the due date thereof. Commenting on the first
Monthly Payment Date under the Note and continuing thereafter on each Monthly Payment Date
under the Note, Borrower shall pay to Lender, concurrently with the Menthly Payment due under
the Note, deposits in an amount equal to one-twelfth (1/12) of the amount of the annual Taxes ..
that will next become due and payable on the Property (the “Monthly Tax Impound”), plus .- -
one-twelfth (1/12) of the amount of the annual Insurance Premiums that will next become due-
and payable on insurance policies which Borrower is required to maintain hereunder (the *
“Monthly Insurance Impound™), each as estimated and determined by Lender. The Monthly y
Tax Impound or Monthly Insurance Impound, and the payments of interest or principal or both;
payable pursuant to the Note, shall be added together and shall be paid as an aggregate sum by~
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Borrower to Lender. If Lender at any time determines that the Monthly Tax Impound or
Meonthly Insurance Impound is insufficient, Lender may in its discretion adjust the required
monthly payments of such amounts, and Borrower shall be obligated to pay the increased
amounts for the Monthly Tax Impound or Monthly Insurance Impound commencing with the
next monthly payment date under the Note. So long as no Event of Default or Default has
occurred and-is continuing, all sums in the Impound Account shall be held by Lender in the
Impound Account and used to pay Taxes and Insurance Premiums before the same become
delinquent. Borrower shall be responsible for ensuring the receipt by Lender, at least thirty (30)
days prior to the respéctive due date or the delinquency date for payment thereof (as Lender shall
determine), of all bills, invoices'and statements for all Taxes and Insurance Premiums to be paid
from the Impound Account,-and so long as no Event of Default has occurred and is continuing,
Lender shall pay the governmental-auithority or other party entitled thereto directly to the extent
funds are available for such phrpose in the Impound Account. In making any payment from the
Impound Account, Lender shall be enntled to rely on any bill, statement or estimate procured
from the appropriate public office orinsurance company or agent without any inquiry into the
accuracy of such bill, statement ot estimate.and without any inquiry into the accuracy, validity,
enforceability or contestability of any tax; assessment, valuation, sale, forfeiture, tax lien or title
or claim thereof. Lender shall pay fio interest on funds contained in the Impound Account to
Borrower and any interest or other earnings on.funds deposited in the Impound Account shall be
solely for the account of Lender. If the total furids in the Impound Account shall exceed the
amount of payments actually applied by Lender for the purposes of the Impound Account, such
excess may be credited by Lender on subsequent payments to be made hereunder or, at the
option of Lender, refunded to Borrower. In allocating S-U'éh.__e-xcess, Lender may deal with the
person shown on the records of Lender to be the owner of the Property. If, however, the
Impound Account shal! not contain sufficient funds o pay the sums required when the same
shall become due and payable, Borrower shall, within ten (10)y-days after receipt of written notice
thereof, deposit with Lender the full amount of any such deficiency.. The Impound Account shall
not constitute a trust fund and may be commingled with other monies held by Lender.

SECTION 3.6 CONDEMNATION. Borrower shall promptly. give Lender notice of the
actual or threatened commencement of any condemnation or eminent domain ‘proceeding and
shall deliver to Lender copics of any and all papers served in connection with such proceedings.
Lender may participate in any such proceedings to the extent permitted by law. Borrower shall
deliver to Lender all instruments requested by it to permit such participation.” Borrower shall, at
its expense, diligently prosecute any such proceedings, and shall consult with Lender, its
attorneys and experts, and cooperate with them in the carrying on or defense of any.such:
proceedings. Borrower shall not make any agreement in lieu of condemnation of theProperty or
any portion thereof witheut the prior written consent of Lender in each instance; which consent
shall not be unreasonably withheld or delayed in the case of a taking of an insubstantial portion -
of the Property as determined by Lender. Notwithstanding any taking by any public.or quasi--". .
public authority through eminent domain or otherwise (including any transfer made in lewofor =
in anticipation of the exercise of such taking) and whether or not any Condemnation Awards are
made available to Borrower for the completion of the repair and restoration of the Property as o
nearly as possible to the condition the Property was in immediately prior to the condemnationor~ -
transfer in lieu of condemnation, with such alterations as may be approved by Lender in i
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accordance with Section 4.4 (a “Condemnation Restoration”), Borrower shall continue to pay
the Debt at the time and in the manner provided for its payment in the Note and in this Security
Instrument and the Debt shall not be reduced until any Condemnation Award shall have been
actually received and applied by Lender, after the deduction of expenses of collection, to the
reduction.or discharge of the Debt. Lender shall not be limited to the interest paid on the
Condemnation Awards by the condemning authority but shall be entitled to receive out of the
Condemnation Awards interest at the rate or rates provided herein or in the Note. Borrower shall
cause Condemnation Awards payable to Borrower in any condemnation or transfer made in lieu
of or in anticipation Of the exercise of such taking to be paid directly to Lender. Lender shall
apply any such Condemnation Awards (after deducting any expenses of collection) to the
reduction or discharge of the Debt (whether or not then due and payable). No Prepayment
Consideration shall be payable s6lely-in connection with such Condemnation Awards; provided,
however, that notwithstanding the foregoing, if an Event of Default or a Default is existing as of
the date of the condemnation; then any Condemnation Awards or proceeds applied to the Debt
pursuant to this Section shall be subject to the Prepayment Consideration computed in
accordance with the terms of the Note. Forthe purposes of determining whether Prepayment
Consideration shall be payable under this Sectlon 3.6, a civil or criminal action seeking or
resulting in a forfeiture of the Property shall not be deemed a condemnation or eminent domain
proceeding and any payment made pursuant to-or in connection with such forfeiture action be
subject to the payment of Prepayment Consideration. If the Property or any portion thereof is
taken by the power of eminent domain, Borrower shall promptly commence and diligently
prosecute the Condemnation Restoration in accordance with Section 4.4 of this Security
Instrument. 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 shall have been sought, 'ccovered or denled to receive the Condemnation
Awards or a portion thereof sufficient to fully satisfy the Debt B

SECTION 3.7 LEASES AND RENTS. Borrowe’r 's'haH comply at all times with that
certain Assignment of Leases and Rents of even date herewith exécuted by Borrower in favor of
Lender, which is incorporated herein by this reference as though fuliy set forth herein. All Rents
generated by or derived from the Property shall first be utilized solely for current expenses
directly attributable to the ownership and operation of the Property, including current expenses
relating to Borrower’s liabilities and obligations with respect to the Loan Dotuments, and none
of the Rents generated by or derived from the Property shall be diverted by Borrower.and
atilized for any other purpose unless all such current expenses attributable to the ownershlp and
operation of the Property have been fully paid and satisfied. “

SECTION 3.8 MAINTENANCE OF PROPERTY. Borrower shall cause the Property
to be maintained in a good and safe condition and repair. The Improvements and the’ Personal -
Property shall not be removed, demolished or matenally altered (unless such Personal Property 1s_="-.
replaced with personal property of equal or better quality) without the consent of Lender. -~~~ ™.
Borrower shall promptly repair, replace or rebuild any part of the Property which may be. -

destroyed by any casualty, or become damaged, wom or dilapidated or which may be affect.ed by

any proceeding of the character referred to in Section 3.6 hereof and shall complete and pay for -~

any structure at any time in the process of constructior ~ repair on the Land. Borrower shall not 4

/W#ﬂ!ﬂlﬂ#ﬂlmﬂﬂlﬂlmﬂﬂm

Skagit Count
2/20:2007 Page ::ufd’to'
o o

92 4:01py



tmtlate Jmn in, acquiesce in, or consent to any change in any private restrictive covenant, zoning
law or other public or private restriction, limiting or defining the uses that may be made of the
Property or any part thereof. If under applicable zoning provisions the use of all or any portion
of the Property is or shall become a nonconforming use, Borrower will not cause or permit the
nonconforming use-or. Improvement to be discontinued or abandoned without the express written

consent of Lender

SECTION 3 9 WASTE Borrower shall not commit or suffer any waste of the Property
(*‘waste” meaning the diminution in the Property s value resulting from Borrower’s negligent or
willful failure to manage, mairitain, repair and otherwise operate the Property in a commercially
reasonable manner) or make any. change in the use of the Property which will in any way

materially increase the’ risk of fire-or other hazard arising out of the operation of the Property, or
take any action that might mvahdate or give cause for cancellation of any Policy, or do or permit
to be done thereon anythmg that mayin-any way impair the value of the Property or the secunity
of this Security Instrument, Borrower shall not, without the prior written consent of Lender,
permit any drilling or exploration for or extraction, removal, or production of any minerals from
the surface or the subsurface of the Land regardle:ss of the depth thereof or the method of mining
or extraction thereof.

SECTION 3.10 COMPLIANCE WITH LAWS.

(a) Borrower shall promptly comply w;th all existing and future federal, state
and local laws, orders, ordinances, governmental rules and regulations or court orders
affecting the Property and the use thereof (“Apphcgblt}_ Law™).

(b)  Borrower shall maintain 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; land use,
environmental and other similar permits or approvals, in full force and effect and shall
not take or omit to take any action that would subject any of the foregomg to revocation,
suspension, forfeiture or modification. : :

(c) Borrower shall from time to time, upon Lender’s requast, provide Lender
with evidence reasonably satisfactory to Lender that the Property comphes w1th all
Applicable Laws or is exempt from compliance with Applicable Laws _

(d)  Notwithstanding any provisions set forth herein or in any document
regarding Lender’s approval of alterations of the Property, Borrower shall not alter the
Property in any manner that would materially increase Borrower’s responsibilities for"
compliance with Applicable Laws without the prior written approval of Lender: Lender’ s

approval of the plans, specifications, or working drawings for alterations of the Property T

shall create no responsibility or liability on behalf of Lender for their completeness, - o
design, sufficiency or their compliance with Applicable Laws. The foregoing shail apply

T
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to tenant improvements constructed by Borrower or by any of its tenants. Lender may
“condition any such approval upon receipt of a certificate of compliance with Applicable
_' Laws frorn an independent architect, engineer, or other person accepiable to Lender.

R ( ) * Borrower shall give prompt notice to Lender of the receipt by Borrower of
any noticerelated to a violation of any Applicable Laws and of the commencement of
any proceedings or investigations which relate to compliance with Applicable Laws.

(f) .- After prior written notice to Lender, Borrower, at its own expense, may
contest by’ appropnate tegal proceeding, promptly initiated and conducted in good faith
and with due diligence; the Applicable Laws affecting the Property, provided that (i) no
Event of Default or Default has occurred; (ii)} Borrower is permitted to do so under the
provisions of any other mortgage, deed of trust or deed to secure debt affecting the
Property; (iii) such proceedmg shall be permitted under and be conducted in accordance
with the provisions of any other.instrument to which Borrower is subject and shall not
constitute a default thereunder; (iv) neither the Property nor any part thercof or interest
therein nor any of the tenants or occupants thereof shall be affected in any material
adverse way as a result of such proceeding;, and (v) Borrower shall have furnished to
Lender all other items reasonably requested by Lender.

SECTION 3.11 BOOKS AND RECORDS. .

(a)  Borrower shall keep adequate books and records of account in accordance
with methods acceptable to Lender and con51stently apphed and shall furnish to Lender:

6] Within minety (90) days aﬁer the close of each fiscal year of
Borrower, Borrower shall deliver or cause to be del_wered to Lender the following
financial reports, each of which shall be certified by the Borrower’s chief
financial officer or another person acceptable to Lender: (A} an annual rent roll;
(B) an annual operating statement of the Property; and{C) an annual balance
sheet angd profit-and-loss statement of Borrower. If the amount of theé Loan is
$20,000,000 or more, Lender may require that the annual operating statement,
annual balance sheet and annual profit-and-loss statement be audited or prepared
and certified by an independent certified public accountant acceptablﬁ to Lender

(ii} For each Guarantor, Borrower shall deliver, or cause to he :
delivered to Lender within ninety (90) days after the close of the fiscal yearof-" ",
such Guarantor (A) an annual balance sheet and profit and loss statement of su_ch
Guarantor certified by such Guarantor’s chief financial officer or another person-
acceptable to Lender if such Guarantor is an entity, or (B) a signed personal. -
financial statement in a form satisfactory to Lender if such Guarantor is an

individual.
19
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) (iiiy  For the first twelve (12) months after the date of this Security
- Instrument, Borrower shall deliver, or cause to be delivered, all of the following
with respect to the previous calendar month within twenty-one (21) days after the
< ¢lose of each calendar month, in each case to be certified by the Borrower’s chief
- financial officer or another person acceptable to Lender: (A) monthly rent roll(s);
" (Bymonthly operating statement(s) of the Property; and (C) year-to-date operating
statement(s) of the Property.

(iv) "~ Beginning thirteen (13) months after the date of this Security
Instrument; Borrower shall deliver, or cause to be delivered, all of the following
with respect to'the previous fiscal quarter within thirty (30) days after the close of
each fiscal-quarter;-all-to be certified by the Borrower’s chief financial officer or
another person acceptable to Lender: (A) a quarterly rent roll; (B) a quarterly
operating statement of the Property, and (C) a year-to-date operating statement of
the Property. :

(b) Not later than each February 1 during the term of the Note upon Lender’s
request, Borrower shall deliver to.Lender, for Lender’s approval, a report (the “Leasing
Report™) setting forth the minimum economic terms that Borrower proposes for use in
connection with the standard lease form for leases of portions of the Property during the
twelve month period beginning upon such anniversary date. The terms set forth in the
Leasing Report shall reflect the preva]lmg market conditmns for like properties in the
locality of the Property. :

(c) Immediately upon Borrower’s receipt,of such information, but in no event
less frequently than annually, Borrower shall-deliver to Lender upon request, in form
satisfactory to Lender, information regarding the sales and/or receipts of each tenant of
the Property who is required to report such mformauon to Bormwer pursuant to such
tenant’s Lease or otherwise. W :

{d) Upon request, Borrower and its afﬁliates“ éha‘lfﬁ;lmiSh 'to Lender:

1) a property management report for the Property, showing the
number of inquiries made and/or rental applications received from tenants or
prospective tenants and deposits received from tenants and any other information
requested by Lender, in reasonable detail and certified by Borrower to be true and
complete, but not more frequently than quarterly; and '

(ii)  anaccounting of all security deposits held in connechon w1th any
Lease of any part of the Property, including the name and identification number of
the accounts in which such security deposits are held, the name and address of the "
financial institutions 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 obtam information regarding such accounts directly frOm e
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e (€) Borrower and its affiliates shall furnish Lender with such other additional
ﬁnanczal or management information as may, from fime to time, be required by, and in
form and substance satisfactory to, Lender.

SECTION 3 12 PAYMENT FOR LABOR AND MATERIALS. Borrower shall
promptly pay'when due all bills and costs for labor, materials, and specifically fabricated
materials inicurred in connection with the Property and never permit to exist beyond the due date
thereof in respect of the Property or any part thereof any lien or security interest, even though
inferior to the liens and the security interests hereof, and in any event never permit to be created
or exist in respect of the Property or any part thereof any other or additional lien or security
interest other than the liens or security interests hereof, except for the Permitted Exceptions.-
Notwithstanding the foregoing, after'prior wntten notice to Lender, Borrower may, at its own
expense, contest any mechanic’s lien affecting the Property by appropriate legal proceedings,
promptly initiated and conducted in good faith and with due diligence as determined by Lender,
provided that all of the following conditions are satisfied in Lender’s discretion: (a) no Event of
Default has occurred and is contintuing; (b). Borrower is permitted to do so under the provisions
of any other mortgage, deed of trust or deed'to ‘secure debt affecting the Property; (c) such
proceeding shall be permitted under and be conducted in accordance with the provisions of any
other instrument to which Borrower or the Property is subject and shall not constitute a default
thereunder; (d) neither the Property, any-part thereof or interest therein, any of the tenants or
occupants thereof, nor Borrower shall be affected in any material adverse way as a result of such
proceeding; (¢) Borrower shall have furnished to Lender additional security in respect of the lien
being contested in an amount reasonably requested by Leénder, but in any event not less than
125% of the amount of the lien; (f) Borrawer shall have fumlshed to Lender all other items
reasonably requested by Lender, including title insurance coverage or bonding over such lien;
and (g) Lender shall have determined that Borrower is likely to-prevail in such contest.

SECTION 3.13 PERFORMANCE OF OTHER AGREEMENTS. Borrower shall
observe and perform each and every term to be observed or perfored by Borrower pursuant to
the terms of any agreement or recorded instrument affecting or-pertaining to the Property.

SECTION 3.14 CHANGE OF NAME, IDENTITY OR STRUCTURE. Except as may
be expressly permitted under Article 8, Borrower shall not change Borrower’s name, identity
(including its trade name or names) or, if not an individual, Borrower’s corporate, partnership or
other structure, its state of organization or its identification number, without notifying the Lender
of such change in writing at least thirty (30) days prior to the effective date of such change and,
in the case of a change in Borrower’s structure, without first obtaining the pnor wntten consent
of the Lender. . : :

SECTION 3.15 EXISTENCE. Borrower shall continuously maintain (a) 'its.e')ii“st'éncé
and shall not dissolve or permit its dissolution, {(b) its rights to do business in the state wherﬂ the
Property is located and (c) its franchises and trade names. -

ARTICLE 4 - SPECIAL COVENANTS

o AT
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“ . ‘Borrower covenants and agrees that:

" "’"QECTTGN 4.1 PROPERTY USE. The Property shall be used only for the use approved
by Lender in‘connection with the making of the Loan and for no other use without the prior
written consent of Lender

SECTION 4 2 ERISA

(&) Borrower shall not engage in any transaction that would cause any
obligation; or r action taken or to be taken, hereunder (or the exercise by Lender of any of
its rights under the Note, this Security Instrument and any other Loan Document) to be a
non-exempt (under a statutory or administrative class exemption) prohibited transaction
under the Employee Retirement Income Security Act of 1974, as amended (“ERISA”).

(b Borrowér further covenants and agrees to deliver to Lender such
certifications or other evidenee from time to time throughout the term of the Security
Instrument, as requested by Lender, that (i) Borrower is not an “employee benefit plan”
as defined in Section 3(3) of ERISA, which is subject to Title I of ERISA, ora
“governmental plan™ within the meaning of Section 3(3) of ERISA; (i) Borrower is not
subject to state statutes regulating inyestments and fiduciary obligations with respect to
governmental plans; and (iil} one or m’bre of the following circumstances jis true:

(i) Equity interests in Borrower are publicly offered securities, within
the meaning of 29 C.F.R. § 2510.3- IO](b)(Z)

(1) Less than 25 pereent of each outstancllng class of equity interests in
Borrower are held by “benefit plan mvestors” Wlthm the meaning of 29 C.F.R.
§ 2510.3-101(D(2): or - :

(i)  Borrower qualifies as an operatmg company or a “real estate
operating company” within the meaning of 29 C.F.R. §2510.3-101(c) or (e) or an
investment company registered under The Investment Comp._a_ny Act of 1940,

SECTION 4.3 SINGLE PURPOSE ENTITY.

{(a) Limited Purpose. Borrower by execution of this Secunty ]nstrument
represents, warrants and covenants that it (i) has been and shall continue to be organized
solely for the Iimited purpose of acquiring, owning, improving, leasing, mariaging, . .
operating, holding for investment and selling or otherwise disposing of the: 'PrO'pei'ty and
doing only those things necessary in connection therewith, (ii) shall not engage-in-any -
other business, (iii) shall have no other purpose, (iv) shall not own or acquire.any real. . .
property other than the real estate included in the Property or any personal (tanglble or’.
intangible) property other than personal property included in the Property or in o
furtherance of the purposes of Borrower as stated herein, and (v) shall not incur, create,
or assume any indebtedness or liabilities, secured or unsecured, direct or contingent, .
other than (A) the Loan and (B) unsecured indebtedness that represents trade payables or

MR




acerued expenses occurring in the normal course of business of owning and operating the
~ Property. that is not evidenced by a promissory note and is due and payable within thirty
~ (30) days after the date incurred and which in no event exceeds two percent (2%) of the

ongmai prmc:ipa] amount of the Note.

o (b):--. " Prohibited Actions. Borrower by execution of this Security Instrument
represents, warrants, and covenants that it has not taken and shall not take any of the
followmg actlons

(1) ‘_téke any “Bankruptcy Action,” which is defined to include
without _1_1mitati'qn: )

i EZ(A) taking any action that might cavse Borrower to
become inso lv ént;

" AB) _.commencing any case, proceeding or other action
on behalf of Borrower or under any existing or future law of any
jurisdiction relatmg to bankruptcy, insolvency, reorganization or relief of
debtors; .

(Cj ._i'r'is.,tituting proceedings to have Borrower
adjudicated as bankrupt or insolvent;

(D)  consenting to the. institution of bankruptcy or
insolvency proceedings against Borrower;

(E)  filing a petition of consent to a petition seeking
reorganization, arrangement, adjustment, winding-up, dissolution,
composition, liquidation or other relief on behalf of Borrower of its debts
under any federal or state law relating to bankruptcy;

() secking or consenting to the apﬁpbintment ofa
receiver, liquidator, assignee, trustee, sequestrator, cusiodian or any
similar official for Borrower or a substantial portlon of its propemes

(G)  admitting in writing Borrower s mdblhty fo pay
debts generally as they become due; . S

(H)  making any assignment for the beneﬁt of '-
Borrower’s creditors; or o

(D taking any action in furtherance of the fdregb.ing;- 4 o

(il  dissolve, liquidate or terminate in whole or in part, or cons'oli'date'

with or merge into any person or entity, or sell, transfer or otherwise dispose of or

encumber all or substantially all of its assets or change its legal structure;

W

Skagit County Audltor
2!20/200? Page 28 of g2 4.01PM




(iii)  amend or recommend the amendment of any formation or
" ‘organizational document of Borrower unless (i) Lender consents to such
-amendment and (i1) following any secuntization of the Loan, the applicable rating
..~ agencies confirm in writing that such change will not result in the qualification,
" _withdrawal or downgrade of any securities ratings;

_ _(iv)- - fail to preserve its existence as an entity duly organized, validly
existing and in good standing (if required) under the applicable laws of the
jurisdi Ct_i'on of "its organization or formation;

v termmate or fail to comply with the provisions of its organizational
documents or

(v1) engage n.any business or activity that is not consistent with the
purposes of qurower as set forth in Section 4.3(a) above.

(c) Separateness Cove’nants Except as otherwise expressly required by any
Loan Document, Borrower by execution of this Security Instrument represents, warrants,
and covenants that it shall at all tlmes

(i) not commlngle assets with those of any other entity,
(ii) hold its assets in its own name;
(iii}  conduct its own busiriess in its ‘own name,

(iv)  maintain its bank accounts, books, records and financial statements
in accordance with generally accepted accounting principles, keep such bank
accounts, books, records and financial statements separate from those of any other
person or entity, and pot permit the listing of its’ assets on the ﬁnan0131 statement
of any other person or enfity; o :

(v} maintain its books, records, resolutions and agreements as official
records; Tt

(vi)  pay its own liabilities out of its own funds;"

(vii} maintain adequate capital in light of its contempl__atedbﬁ_siriess_
operations, e T

(viii} observe all organizational formalities;

(ix)  maintain an arm’s-length relationship with Affiliates and enter into |
transactions with Affiliates only on a commercially reasonable basis; '

W
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o x) pay the salaries of only its own employees and maintain a
- ‘sufficient number of employees in light of contemplated business operations;

L (xi)  not guarantee or become obligated for the debts of any other entity
o __Or"ho_ld__out its credit as being available to satisfy the obligations of others;

= (xi) not acquire the obligations or securities of its Affiliates or owners,
mcludmg partners members or sharcholders;

(xul) not make loans or advances to any other person or entity;

(x1y) - ai_lqpat_;r fairly and reasonably any overhead for shared office
space; I '

(xv) - “use sejﬁar_zi__te stationery, invoices and checks;

(xvi) file :i-t's':"o__wn tax returns (unless prohibited by applicable laws from
doing so); LT

(xvii} not pledge i_t:s. a_t__ssgfé for the benefit of any other person or entity;

(xviii) hold itself o'ut_ é_s a separate entity, and not fail to correct any
known misunderstanding regarding its separate identity;

(xix) not identify itself as a divi'sioﬁﬁf any other person or entity;

(xx)  not maintain its assets in such-a manner that will be costly or
difficult to segregate, ascertain or Identify xts mdmdual assets from those of any
other person or entity; and : i

(xx1) observe the single purpose entlty and separateness covenants and
requirements set forth herein. £

(d) Definitions. As used in this Section, the terms shall have the meanings set
forth herein: S

(i) “Affiliate” means a person or entlty that dlrectly or mdu’ectly
(through one or more intermediaries) controls, is controlled by, or is under
common control of or with, the person or entity specified; and .~ .

(i)  “control” means (A) whether directly or indirectly, ownership.or ",
control of the power to vote ten percent (10%) or more of the outstanding equity “. "
interests of any such entity, (B) the control in any manner of the election.of more,
than one director or trustee (or persons exercising similar functions) of such ~ =~
entity, or (C) the possession of the power to direct or cause the direction of the .~ .
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. management and/or policies of such entity, whether through the ownership of
" iroting securities, by comtract, or otherwise.

. (e) Injunctive Relief. Borrower by exccution of this Security Instrument

acknowledges and agrees with Lender that Lender would be irreparably damaged if any
of the covenants of this Section 4.3 are breached or not performed in accordance with
their specific terms and that monetary damages would not provide an adequate remedy
such event. Accordmgly, it is agreed that, in addition to any other remedy to which
Lender may be entitled, at law or in equity, Lender shall be entitled to injunctive relief to
prevent or remedy breaches of the provisions of this Section 4.3 and specifically to
enforce the terms and provisions of this Section 4.3 in any action instituted in any court
of the United Statés or any state thereof having subject matter jurisdiction thereof.

SECTION 4.4 RESTORATION AFTER CASUALTY/CONDEMNATION. For the
purposes of this Section 4.4, the term “Net Proceeds” shall mean, as applicable, (1) the net
amount of all insurance proceeds under the Policies carried pursuant to Subsections 3.3(a)(1)
(Property Insurance), (iii} (Boiler and_Machm_ery) (iv) (Builder’s Risk), (v) (Ordinance/Law
Coverage), and (vi) (Personal Property) of this Security Instrument as a result of such damage or
destruction, or (2) the net amount of all prgceeds from insurance or Condemnation Awards
relating to the Condemnation Action, in'each’fcaﬁe after deduction of Lender’s reasonable costs
and expenses (including reasonable counsel fees), if any, in coliecting the same. If the Property
is damaged or destroyed, in whole or in part, by fire or other casualty (a “Casualty Loss”) or if
the Property or any portion thereof is taken, or threatened to be taken, in any condemnation or
eminent domain proceeding (whether instituted or threatened, a “Condemnation Action”), the
following provisions shall apply in connection with- any Insuance Restoration or Condemnation
Restoration {collectively the “Restoration™): : e

{(a) The Net Proceeds shall be disbursed directly t to Borrower if each of the
following conditions are satisfied: (i) the Net Proceeds do not'exceed the greater of
$30,000.00 or 1% of the initial principal balance of the T.0an (“Availability Threshold”),
(i) the cost of completing the Restoration as reasonably estimated by Borrower is less
than or equal to the Availability Threshold, (iii) no Event of Default or Default has
occurred and is continuing, (iv) the Property and the use thereof afterthe Restoration will
be in compliance with, and permitted under, all applicable zoninglaws, ordinances, rules
and regulations (including all applicable Environmental Laws, and (v) such. Casualty
Loss or Condemnation Action does not materially impair access to the Property or the
Improvements. Borrower shall be permitted and is obligated to settle any insurance
claims with respect to the Net Proceeds that are, in the aggregate, less than or: equa] to the
Availability Threshold unless an Event of Default or Default has occurred andis’
continuing. Lender shall have the right to participate in and approve any settlement-for.
insurance claims with respect to the Net Proceeds that in the aggregate are equal to-or -
greater than the Availability Threshold. Borrower hereby grants to Lender an 1rrev0cable :
power of attorney coupled with an interest for the purpose of filing and prosecuting such .~

claim and collecting and making receipt for any such payment, which such power may be S

exercised by Lender after the occurrence of an Event of Default or Default. If the Net
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.~ 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 Restoration in accordance with the terms
hereof. ‘Borrower shall commence and diligently prosecute to completion the Restoraiion
of the Propérty. to as nearly as possible the condition it was in immediately prior to such
Casualty Lass or Condemnation Action.

(b) .~ If the'Net Proceeds are greater than the 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 bmdmg upon Lender have been entered into concerning the deposits of Net
Proceeds, be forthwith paid-to Lender to be held by Lender in a segregated account to be
made available to Burrower_fqr the Restoration in accordance with the provisions of this
Subsection 4.4(b). -

(1) The Net Proc:eeds shall be made available to Borrower for payment
of, or reimbursement of Bo_rro__wer s reasonable and customary expenses in
connection with, the Restoration, subject to the following conditions:

(A) ) -'hb-"Event of Default or any Default has occurred and
is continuing; '

(B)  Lender is furnjshed, within a reasonable period of
time prior to request for initial disbursement, with (i) an estimate of the
costs of the Restoration, which estimate shall be accompanied by an
independent architect’s certification as to-such costs, and (ii) appropriate
plans and specifications for the Restoration, which plans and
specifications shall be subject to Lender’s approval;

(C)  Lender determines that the Net Proceeds, together
with any cash or cash equivalent deposited by Borrower with Lender, are
sufficient to cover the costs of the Restoratmn as certzﬁed by the
mdependent architect; :

(D)  if the Net Proceeds are insurance procecds less than
fifty percent (50%) of the total floor arca of the Improvements has been
damaged or destroyed or rendered unusable as a result of such Casualty
Loss, or, if the Net Proceeds are Condemnation Awards, less than twenty-
five percent (25%) of the Land constituting the Property is faken and-such
Land that is taken is located along the perimeter or periphery of the .+ ..
Property and no portion of the Improvements is located on such Land; . . *

(E)  the fair market value of the Improvements tha't"h_aé"' = -

heen damaged, destroyed or rendered unusable is less than (1) thirty *
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percent (30%) in the event of a Casualty Loss or (2) fifteen percent (15%)
in the event of a Condemnation Action;

- (F)  Lender determines that any operating deficits,
“including all scheduled payments of principal and interest under the Note
that will be incurred with respeet to the Property as a result of the
.~ oecurrence of any such Casualty Loss or Condemnation Action, whichever
" the'case may be, will be covered out of (1) the Net Proceeds, (2) business
~interruption and/or loss of “rental income” insurance, or (3) other funds of
Boi*roWer"'

“(G)  Lender determines that, upon the completion of the
Restoratxon and related lease-up, if applicable, the net cash flow of the
Property will be restored to a level sufficient to cover all carrying costs
and operating ¢xpenses of the Property, including debt service on the Note
at a coverage fatio (after deducting replacement reserve requirements and
reserves for tenant iniprovements and leasing commissions from net
operating income)-€qual to or greater than the coverage ratio calculated
and assumed by Lender in connection with the origination of the Loan or,
if lower, the coverage Tatio that existed as of the date immediately
preceding such Casualty Loss or Condemnation Action;

(H)  the Restoration can reasonably be completed on or
before the earliest to occur of (1) twelve (12) months from the date of the
Casualty Loss or Condemmnation Action; (2) six (6} months prior to the
Maturity Date (as defined in the Note), (3) the earliest date required for
such completion under the terms of any Leases, or (4) such time as may be
required under applicable zoning law, ordinance, rule or regulation in
order to repair and restore the Property to.as néarly as possible the
condition it was in immediately prior to such Casualty Loss or
Condemnation Action; :

(D the Property and the use thereof after the
Restoration will be in compliance with, and perrmtted tmnder, all applicable
zoning laws, ordinances, rules and regulations (mcludmg a.Il apphcable
Environmental Laws); and

(H such Casualty Loss or Condemnahon Actlon does
not materially impair post-Restoration access to the Land ot the E ;
Improvements.

{(11) The Net Proceeds shall be held by Lender and constitute additional .
security for the obligations until disbursed pursuant to this Subsection 4.4(b). The_..-
Net Proceeds shall be disbursed by Lender to, or as directed by, Borrower from.:
time to time during the course of the Restoration, upon receipt of evidence
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. 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)-there exist no notices of pendency, stop orders, mechanic’s or materialman’s
" _liens or.notices of intention to file same, or any other liens or encumbrances of
+" -any nature whatsoever on the Property arising out of the Restoration that have not

either b_eeﬁ'fully bonded and discharged of record or in the alternative fully
insured to the satisfaction of Lender by the title company insuring the lien of this
Se’cuﬁty.._lnstrument.

(m) Lender shall have the use of the plans and specifications and all
permits, llcenses 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 approval by Lender and an
independent consulting engineer, architect, or other expert selected by Lender (the
“Restoration Consultant”) such approval not to be unreasonably withheld or
delayed. Borrower shall pay. all costs and expenses incurred by Lender in
connection with making the Net Proceeds available for the Restoration including
the fees and expenses of Lender’s attorneys and the Restoration Consultant.

(iv)  Inno event shall Lender be obligated to make disbursements of the
Net Proceeds in excess of an amount equal.to the costs actually incurred from
time to time for work in place as part of the Restoration, as certified by the
Restoration Consultant, minus the Restoration Retainage. The term “Restoration
Retainage” as used in this Subsection 4.4(b) shall mean an amount equal to ten
percent (10%) of the costs actually incurred for work in place as part of the
Restoration, as certified by the Restoration Consultant.: The Restoration
Retainage shall in no event, and notw1thstandmg anythmg to the contrary set forth
above in this Subsection 4.4(b), be less than the amount actually held back by
Borrower from coniractors, subcontractors and mat_enalmen engaged in the
Restoration. The Restoration Retainage shall not be released until the Restoration
Consultant certifies to Lender that the Restoration has been completed in
accordance with the provisions of this Subsection 4.4(b} and that all-approvals
necessary for the re-occupancy and use of the Property have-been obtained from
all appropriate governmental and quasi-governmental authorities, and Lender
receives evidence satisfactory to Lender that the costs of the Restoration have
been paid in full or will be paid in full out of the Restoration Retainage, provided,
however, that Lender will release the portion of the Restoration Retainage béing' o
held with respect to any contractor, subconiractor or materialman engaged in the -
Restoration as of the date upon which the Restoration Consultant certifies o
Lender that the contractor, subcontractor or materialman has satisfactorily- -
completed all work and has supplied all materials in accordance with the
provisions of the contractor’s, subcontractor’s or materialman’s contract, and the

contractor, subcontractor or materialman delivers the lien waivers and evidence of © =
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- payment in full of all sums due to the contractor, subcontractor or materialman as
" may be reasonably requested by Lender or by the title company insuring the lien
-of this Security Instrument. If required by Lender, the surety company, if any,
...~ _that issued a payment or performance bond with respect to the contractor,
. -subcoritractor or materialman shall approve the release of any such portion of the
- Restoratmn Retainage.

(v) Lender shall not be obligated to make disbursements of the Net
Prqceeds rg_lore'_ frequently than once every calendar month.

(vi)". ~If at any time the Net Proceeds or the undisbursed balance thereof
shall not, in Lender’s determination, be sufficient to pay in full the balance of the
costs that are estimated by the Restoration Consultant to be incurred in connection
with the completion of the Restoration, Borrower shall deposit the deficiency (the
“Net Proceeds Deficiency”’) with Lender before any further disbursement of the
Net Proceeds shall 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 disbursed pursuant to this
Subsection 4.4(b}) shall constituté additional security for the obligations.

(vil)  The excess, if any, of the Net Proceeds and the remaining balance,
if any, of the Net Proceeds Deficiency deposited with Lender after the Restoration
Consultant certifies to Lender that the Restoration has been completed in
accordance with the provisions of this Subsection 4.4(b), and the receipt by
Lender of evidence satisfactory to Lender that all costs incurred in connection
with the Restoration have been paid in full, shall be remitted by Lender to
Borrower, provided no Event of Default or Default shall have occurred and shail
be continuing. s

(c} All 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 4.4(b)(vii) shall be retained and applied by Lendeér toward-the payment of the
Debt whether or not then due and payable in such order, priority and proportions as
Lender shall deem proper or, at the discretion of Lender, 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 reccived and retained by
Lender and actually applied by Lender in reduction of the Debt, and no Prepayment
Consideration shall be payable solely in connection with such application; prowded
however, that notwithstanding the foregoing, if an Event of Default or Default exists as of".
the date of such application, then any Net Proceeds applied to the Debt pursuant to.this~. ™.’
Section shall be subject to the Prepayment Consideration computed in accordance with".-
the terms of the Note, :
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ARTICLE 5 - REPRESENTATIONS AND WARRANTIES
Borrower represents and warrants to Lender that:

SECTION 5 I. WARRANTY OF TITLE. Borrower has good title to the Leasehold
Estate in the Property created by the Ground Lease. Borrower has the right to mortgage, grant,
bargain, sell, pledgg, assign, warrant, transfer, and convey the Property, and Borrower possesses
an unencumbered leaschold estate in the Leasehold Premises, all of which interests are free and
clear of all liens, encumbrances and charges whatsoever except for those exceptions shown in the
title insurance policy insuring the lien of this Security Instrument {the “Permitted Exceptions™),
none of which, individuaily of in the aggregate, materially (a) interfere with the benefits of the
security intended to be provided by. this Security Instrument, (b) affect the value or marketability
of the Property, (c) impair the use or operation of the Property for the uses currently made
thereof, or (d) impair Borrower’s abthty to pay its obligations in a timely manner. Borrower
shall forever warrant, defend and preserve the title and the validity and priority of the lien of this
Security Instrument and shall forever warrant and defend the same to Lender against the claims
of all persons whomsoever. :

SECTION 5.2 AUTHORITY. B_orro_wer' fand the undersigned representative of
Borrower, if any) has full power, authority and legal right to execute this Security Instrument,
and to mortgage, grant, bargain, sell, pledge, assign, warrant, transfer and convey the Property
pursuant to the terms hercof and to keep and- observe all of the terms of this Security Instrument
on Borrower’s part to be performed. :

SECTION 5.3 LEGAL STATUS AND AUTHORITY. Borrower (a) is duly organized,
validly existing and in good standing under the laws ‘of its state of organization or incorporation;
(b) is duly qualified to transact business and is in good standing ini the State where the Property is
located; and (c) has all necessary approvals, governmental and otherwise, and full power and
authority to own the Property and carry on its business as now conducted and proposed to be
conducted. Borrower now has and shall continue to have the full right, power and authority to
operate and lease the Property, to encumber the Property as provided-herein.and to perform all of
the other obligations to be performed by Borrower under the Note, thls Secunty Instrument and

the Loan Documents.

SECTION 5.4 VALIDITY OF DOCUMENTS. (a) The executron dehvery and
performance of the Note, this Security Instrument and the Loan Documents and the borrowrng
evidenced by the Note (i) are within the power and authority of Borrower; (ii) have been’
authorized by all requisite organizational action; (iii) have received all necessary- approvals and
consents, corporate, governmental or otherwise; (iv) will not violate, conflict with, result ind
breach of or constitute (with notice or lapse of time, or both) a default under any provision of
law, any order or judgment of any court or governmental authority, the articles of mcorporatron,
by-laws, partnership or operating agreement, or other governing instrament of Borrower, or any. ..
indenture, agreement or other instrument to which Borrower is a party or by which it or any of i 1ts .
assets or the Property is or may be bound or affected; (v) will not result in the creation or e
imposition of any lien, charge or encumbrance whatsoever upon any of its assets, except the lien - .
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and security interest created hereby; and (vi) will not require any authorization or license from,
orany filing with, any governmental or other body (except for the recordation of this instrument
in appropriate land records in the State where the Property is located and except for Uniform
Commgrcial Code filings relating to the security interest created hereby), and (b) the Note, this
Security Instrument and the Loan Documents constitute the legal, valid and binding obligations
of Borrower. .

SECTION 5.5 ~LITIGATION. There is no action, suit or proceeding, judicial,
administrative orotherwise (including any condemnation or similar proceeding), pending or, to
the best of Borrower’s knewledge threatened or contemplated against Borrower, any person
guaranteeing the payment of the Debt or any portion thereof or performance by Borrower of any
terms of this Security Instrument {a “Guarantor”), if any, any person liable under that certain
Environmental Indemnity Agreement of even date herewith or any other indemnity agreement
entered into in favor of Lender.in connection with the Loan (*Indemnitor”), if any, or against or
affecting the Property that (a) has not béen disclosed to Lender, and has a material, adverse effect
on the Property or Borrower’s, any Guarantor s or any Indemnitor’s ability to perform its
obligations under the Note, this Securlty Instrument or the Loan Documents, or (b) is not
adequately covered by insurance, each as determmed by Lender.

SECTION 5.6 STATUS OF PROPERTY

(a) No portion of the Imprgv._ements 18 located in an area identified by the
Secretary of Housing and Urban Development or any successor thereto as an area having
special flood hazards pursuant to the National' Flood Insurance Act of 1968 or the Flood

each may be amended, or any successor law, or, if any. pO_I_‘thIl of the Improvements is
now or at any time in the future located within any such area, Borrower has obtained and
will maintain the insurance prescribed in Section 3.3 hereof. :

(b)  Borrower has obtained 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, land use,
environmental and other similar permits or approvals, all of which are in full force and
effect as of the date hereof and not subject to revocation, suspensmn forfelture or
modification.

(c) The Property and the present and contemplated use and occupancy thereof
are in full compliance with all applicable zoning ordinances, building codes land use and
Environmental Laws and other similar laws. e

(d) The Property is served by all utilities required for the current or .
contemplated use thereof. All utility service is provided by public utilities and the
Property has accepted or is equipped to accept such utility service.
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_ - () All public roads and streets necessary for service of and access to the
Pro'per-‘[_j'/--_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 public.

e (f) - ~The Property is served by public water and sewer systems.
o (g) _The- Property is free from damage caused by fire or other casualty.

(hy -A{l.l e'o_sts and expenses of any and all labor, materials, supplies and
equipment used in'the construction of the Improvements have been paid in full.

() Borrower has paid in full for, and is the owner of, all furnishings, fixtures
and equipment (other than tenants’ property) used in connection with the operation of the
Property, frec and clear of any and all security interests, liens or encumbrances, except
the lien and security ‘interest created hereby.

) All quuid“'erid.solid ﬁraete disposal, septic and sewer systems located on
the Property are tn a good and-safe- COBd]tIDI’l and repair and in compliance with all
Applicable Laws. -

&) All security depos':its reléﬁng to the Leases reflected on the certified rent
roll delivered to Lender have been collected by Borrower except as noted on the certified
rent roll. :

) Borrower has received no notice of an.actual or threatened condemnation
or eminent domain proceeding by any publié-o‘r quasi—public authority

{fm)  All the Improvements lie within the boundanes of the Property.

SECTION 5.7 NO FOREIGN PERSON. Borrower is not a “forelgn person” within the
meaning of Section 1445(f)(3) of the Intemal Revenue Code of 1986, ag amended and the related
Treasury Department regulations, including temporary regulations. :

SECTION 5.8 SEPARATE TAX LOT. The Property is as'sessed _fdr_ réal estate tax
purposes as one or more wholly independent tax lot or lots, separate from'any adjoining land or
improvements not constituting a part of such lot or lots, and no other land or 1rnprovements is
assessed and taxed together with the Property or any portion thereof. : ;
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" SECTION'S.9 ERISA COMPLIANCE.

(a) As of the date hereof and throughout the term of this Security Instrument,
*. (i) Botrower is not and will not be an “employee benefit plan” as defined in Section 3(3)
“of ERISA, which is subject to Title I of ERISA, and (ii) the assets of Borrower do not and
will.niot constrtuie “plan assets” of one or more such plans for purposes of Title T of
ERISA; and

(b)' As of the date hereof and throughout the term of this Security Instrument,
(i) Borrower is nof and will not be a “governmental plan” within the meaning of
Section 3(3) of ERISA, and (ii) transactions by or with Borrower are not and will not be
subject to state statutes applicable to Borrower regulating investments of and fiduciary
obligations with respect to governmental plans. .

SECTION 5.10 LEASES: Except as disclosed in the rent roll for the Property delivered
to and approved by Lender, (a) Borrower ig the sole owner of the entire lessor’s interest in the
Leases; (b) the Leases are valid and enforceable; (c) the current terms of the Leases including all
effective alterations, modifications and amendments to the Leases are reflected in the certified
rent roll delivered to and approved by Lender; (d) none of the Rents reserved in the Leases have
been assigned or otherwise pledged or hypotﬁ_e_cated (except to Lender); (e) none of the Rents
have been collected for more than one (1) month in advance (except a security deposit shall not
be deemed rent collected in advance); (f) the premises 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; {g) there exist no offsets or defenses to the payment of any
portion of the Rents; (h) Borrower has received no notice from any tenant challenging the
validity or enforceability of any Lease; (i) there are no agreements with the tenants under the
Leases other than expressly set forth in each Lease; (j) the Lieases are valid and enforceable
against Borrower and the tenants set forth therein; (k) no Liease contains an option to purchase,
right of first refusal to purchase, or any other similar provision;.{1y no person or entity has any
possessory interest in, or right to occupy, the Property except under and pursuant to a Lease;
(m) each Lease (other than a Residential Lease, as defined in the Assignment of Leases and
Rents of even date herewith) is subordinate to this Security Instrument, either pursuant to its
terms or a recorded subordination agreement; (o) no Lease has the benefit of'a non-disturbance
agreement that would be considered unacceptable to prudent institutional lendf:rs and (o) no
brokerage commissions or finders fees are due and payable regarding any, Lease o

SECTION 5.11 FINANCIAL CONDITION; NO PRIOR BANKRUPTCY Borrower is
solvent, and no bankruptcy, reorganization, insolvency or similar proceeding under any state or
federal law with respect to Borrower has been initiated, and it has received rcasonably equwalcnt
value for the granting of this Security Instrument. N

SECTION 5.12 TAXES. Bomrower, any Guarantor and any Indemnitor have filed, or~. _
timely obtained extensions for the filing of, all federal, state, county, municipal, and city income .-~
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 returns or pursuant to any assessments
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r.eééi.:\fed by them. Neither Borrower, any Guarantor nor any Indemnitor knows of any basis for
any additional assessment in respect of any such taxes and related habilities for prior years.

" 'SECTION 5.13 MAILING ADDRESS. Borrower’s mailing address, as set forth in the
opening paragraph hereof or as changed in accordance with Article 16, is true and correct.

SECTION:5:14 NO CHANGE IN FACTS OR CIRCUMSTANCES. All information in
the application for the loan submitted to Lender (the “Loan Application™) and in all financial
statements, rent rolls, reports,_, certificates and other documents submitted in connection with the
Loan Application or in sat1sfact10n of the terms thereof, 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 mformatmn maccurate incomplete or otherwise misleading.

SECTION 5.15 DISCLOSURE Borrower has disclosed to Lender all material facts and
has not failed to disclose any matenal fact that could cause any representation or warranty made
herein to be materially mlsleadm__g )

SECTION 5.16 THIRD PARTY-REPRESENTATIONS. Each of the representations
and the warranties made by each Guarantor and Indemnitor herein or in any Loan Document(s)
is true and correct in all material respects. '

SECTION 5.17 ILLEGAL ACTIVITY. No portion of the Property has been or will be
purchased, improved, fixtured, equipped or furnished with proceeds of any criminal or other
illegal activity and to the best of Borrower’s knowledge, there: are no illegal activities or
activities relating to controlled substances at the Property

SECTION 5.18 MANAGEMENT. The Property shaIl be managed by either (a)
Bortower or, if approved by Lender, an affiliate of Borrower; for so long as Borrower or said
affiliate of Borrower possesses sufficient experience in maﬁ_ag'_ing_arid operating commercial
properties similar in size, scope, uses and value as the Property, as determined by Lender; or
(b) a professional property management company approved in writing by Lerider. Management
by an affiliate of Borrower or a professional property management company shall be pursuant to
a written agreement approved by Lender. Inno event shall any manager be removed or replaced
or shall the terms of any management agreement be modified or amended. without the prior
written consent of Lender. If (i) an Event of Default has occurred, (ii) adefault has occurred
under any management contract then in effect that is not cured within any apphcable grace or
cure period, or (i) any manager of the Property becomes bankrupt or insolvent, Lender shall
have the right to immediately terminate, or to direct Borrower to immediately termmate such
manager, and to retain, or to direct Borrower to retain, a new manager approved by Lender,
Lender’s approval of a replacement property manager shall not be unreasonably withheld .-~ . -
provided the proposed property manager is a Qualifying Manager (as hereinafter deﬁned} As '
used herein, “Qualifying Manager” means a reputable and experienced management N
organization reasonably Sd’[le&CtOI‘y to Lender, which organization or its principals possess at
least ten (10) years experience in managing commercial properties similar in size, scope, use and. -
value of the Property and which, on the date L.ender determines whether such management
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orgdmzatlon is a Qualifying Manager, (A) manages a quantity of square footage acceptable to
Lender of the same property type as the Property, and (B) upon Lender’s request, obtains prior
written confirmation from each Rating Agency that management of the Property by such
manég_é‘mcnt ‘organization will not cause a downgrading, withdrawal or qualification of the then
current 'fatihg of thé-Securities issued in connection with any Securitization.

SECTION 5 19 NON-CONSOLIDATION. If Lender has required the delivery of a
substantive non- consohdatlon opinion by Borrower’s counsel in connection with the closing of
the Loan, all of the assumptions made in such non-consolidation opinion letter and any
subsequent non-consolidation opinion delivered in accordance with the terms and conditions of
this Security Instrument and/or the Note, including any certificates or exhibits attached to such
opinion (the “Non- Consohdanon Opmmn”) are true and correct in all respects. Borrower has
complied and will comply: with all of the assumptions made with respect to it in the Non-
Consolidation Opinion. Each entity other than Borrower with respect to which an assumption is
made in the Non-Consolidation Opmlon has complied and will continue to comply with all of the
assumptions made with respect to it m the Non Consolidation Opinion.

ARTICLE 6 - DEBT‘OR/CR_EDITOR RELATIONSHIP

SECTION 6.1 RELATIONSHIP OF BORROWER AND LENDER. The relationship
between Borrower and Lender is solely that of debtor and creditor, and Lender has no fiduciary
or other special relationship with Borrower, and no term or condition of any of the Note, this
Security Instrument or the Loan Documents shall be constried so as to deem the relationship
between Borrower and Lender to be other than that of debtor and creditor.

SECTION 6.2 NO RELIANCE ON LENDER The members partners, principals or
shareholders of Borrower, as applicable, are experienced inthe ownership and operation of
properties similar to the Property, and Borrower and Lender are relying solely upon such
expertise in connection with the ownership and operation of the. Property Borrower is not
relying on Lender’s expertise, business acumen or agvice in cormectlon w1th the Property.

SECTION 6.3 NO LENDER OBLIGATIONS Notw1thst_and1ng any provision of the
Loan Documents, Lender is not undertaking the performance of (a) any obligations under the
Leases; or (b) any obligations with respect to such agreements, contracts, certificates,
instruments, franchises, permits, trademarks, licenses and other documents, By accepting or
approving anything required to be observed, performed or fulfilled or to be. givento Lender
pursuant to the Loan Documents, including any officer’s certificate, balance sheet; statement of
profit and loss or other financial statement, survey, appraisal, or insurance policy, Lender shall
not be deemed to have warranted, consented to, or affirmed the sufficiency, the le'gality"'or the .
effectiveness of same, and such acceptance or approval thereof shall not constitute any wan'anty__
or affirmation with respect thereto by Lender. : L

SECTION 6.4 RELIANCE OF LENDER ON BORROWER REPRESENTATIONS_.H.
Borrower recognizes and acknowledges that in accepting the Loan Documents, Lenderis =
expressly and primarily relying on the truth and accuracy of the warranties and representations”
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set Torth herein without any obligation to investigate the Property and notwithstanding any
investigation of the Property by Lender; that such reliance existed on the part of Lender prior to
the date hereof, that the warranties and representations are a material inducement to Lender in
accepting the Loan Documents; and that Lender would not be willing to make the Loan and
accept this Secunty Inistrument in the absence of the warranties and representations as set forth

herein. _
) -'*ARTICLE 7 - FURTHER ASSURANCES

SECTION 7.1 'RECORDING OF SECURITY INSTRUMENT, ETC. Borrower
forthwith upon the execution a'nd..d_clivery of this Security Instrument and thereafter, from time
to time, shall 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 re¢orded in such manner and in such places as may be
required by any present or future lawin 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
shall pay all taxes, filing, registration or recordmg fees, and all expenses incident to the
preparation, execution, acknowledgthent and/or recording of the Note, this Secunity Instrument,
the Loan Documents, any note or mortgage supplemental hereto, any security instrument with
respect to the Property and any instrument of further assurance, and any modification or
amendment of the foregoing documents, and-all federal, state, county and municipal taxes,
duties, imposts, assessments and charges arising out of or in connection with the execution and
delivery of this Security Instrument, any mortgage supplemental hereto, any security instrument
with respect fo 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,

SECTION 7.2 FURTHER ACTS, ETC. Borrower shall, at the cost of Borrower, and
without expense to Lender, do, execute, acknowledge and deliver all and every such further acts,
deeds, conveyances, mortgages, assignments, notices of ass1gnments transfers and assurances as
[ender shall, from time to time, reasonably require, for the better'assuring, conveying, assigning,
transferring, and confirming unto Lender the property and rights hereby mortgaged, granted,
bargained, sold, conveyed, confirmed, pledged, assigned, warranted and transferred or intended
now or hereafier so to be, or which Borrower may be or may hereafter become bound to convey
or assign to Lender, or for carrying out the intention or facilitating the performance of the terms
of this Security [nstrument, including promptly notifying Lender of any commercial tori claim in
which Borrower has an interest and executing any documentation required'by Lender to create
and perfect any security interest in such commercial tort claim, or for filing, registering or
recording this Security Instrument, or for complying with all Applicable Laws." Borrower, o
demand, shall execute and deliver and hereby authorizes Lender to execute in the namie-of
Borrower, or without the signature of Borrower to the extent Lender may lawfully do so, one, or. ",
more financing statements, chattel mortgages or other instruments, to evidence or perfect more.
effectively the security interest of Lender in the Property. Borrower grants to Lender ani-.
irrevocable power of attorney coupled with an interest for the purpose of exercising and
pcrfecnng any and all rights and remedies available to Lender pursuant to this Section 7.2 or
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" SECTION 73 CHANGES IN TAX, DEBT CREDIT AND DOCUMENTARY
STAMP LAWS,

(a) If any law is enacted or adopted or amended after the date of this Security

) Instrument that deducts the Debt from the value of the Property for the purpose of
taxation-or. Whll"h imposes a tax, either directly or indirecily, on the Debt or Lender’s
interest in the Property, Borrower shall pay the tax, with interest and penalties thereon, if
any. If Lender is advised by its counsel that the payment of tax by Borrower would be
unlawful or taxable to'Lender or unenforceable or provide the basis for a defense of
usury, then Lender shall have the option to declare the Debt immediately due and payable
{a “Tax Change Ac_cel_e_ratl_pn ") by giving Borrower not less than ninety {80) days’
written notice of such Tax-€Change Acceleration. No Prepayment Consideration shall be
payable solely in connection'with a Tax Change Acceleration; provided, however, that
notwithstanding the foregomg, if'an Event of Default or Default exists as of the date of
such Tax Change Acceleration, then the Borrower’s payment of the Loan shall be subject
to Prepayment Consrdera_‘uon computed in accordance with the terms of the Note.

(b)  Borrower shall not ¢laim or demand or be entitled to any credit or credits
on account of the Debt for any partof the Taxes or Other Charges assessed against the
Property, or any part thereof, and no deduction shall otherwise be made or claimed from
the assessed value of the Property, or any part thereof, for real estate tax purposes by
reason of this Security [nstrument or the Debt. If such claim, credit or deduction shall be
required by law, Lender shall have the option, by written notice of not less than ninety
(90) days, to declare the Debt immediately due and payable.

(c) If at any time the United States.of America;, any State thereof or any
subdivision of any such State or other governmental authorities shall require revenue or
other stamps to be affixed to the Note, this Security Ihstrument, or any of the Loan
Documents or impose any other tax or charge on the same; Borrower shall pay for the
same, with interest and penalties thereon, if any. —_—

S

Skagit County Auditor
2/20/2007 Page 43 of 92 4:.01PM



" SECTION 7.4 ESTOPPEL CERTIFICATES.

' (a) Within twenty days after any request by Lender, Borrower shall furnish

*. “Lender or any proposed assignee of the Loan with a statement, duly acknowledged and

“eertified, setting forth (i) the original principal amount of the Note, (ii) the unpaid

pnnc:Ipal amount of the Note, (iii) the rate of interest of the Note, (iv) the terms of
payment and Matunty Date, (v) the date installments of interest and/or principal were last
paid, (vi) that; except as provided in such statement, there are no Defaults or Events of
Default under this Security Instrument or any of the other Loan Documents, (vii) that the
Loan Documents-are valid, legal and binding obligations and have not been modified or
if modified, giving partlculars of such modification, (viii) whether any offsets or defenses
exist against the obligations. secured hereby and, if any are alleged to exist, a detailed
description thereof; (ix) 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), (x) the date to which the Rents thereunder have been paid
pursuant to the Leases, (xi) whether-or not, to the best knowledge of Borrower, any of the
lessees under the [eases are ir‘;"d'efai_ﬂt_ﬁnder the Leases, and, if any of the lessees are in
default, setting forth the specific nature of all such defaults, (xii) 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 (xiii) as to any other matters reasonably
requested by Lender and reasonably related to the Leases, the obligations secured hereby,
the Property or this Security Instrument. -

(b) ~ Within thirty days after any request by, Lender, Borrower shall fumish
Lender with duly executed estoppel certificates from'any one or more lessees as required
by Lender attesting to such facts regarding any Lease as Lender may require, including
attestations that each Lease covered thereby is in full force and effect with no defaults
thereunder on the part of any party, that none of the Rents have been paid more than one
month in advance, except as security, and that the lessee.claims no defense or offset
against the full and timely performance of its obligations tinder the Lease.
Notwithstanding the foregoing, if the terms of any Lease do not require the lessee to
deliver an estoppel certificate upon request, Borrower agrees that it shall use its best
efforts to deliver to Lender, promptly upon request, such an estoppel certlﬁcate with
respect {o such Lease.

SECTION 7.5 REPLACEMENT DOCUMENTS. Upon receipt of an afﬁdaxiit‘of an
officer of Lender as to the loss, theft, destruction or mutilation of the Note or any Lean -
Document that is not of public record, and, in the case of any such mutilation, upon surrender
and cancellation of such Note or Loan Document, Borrower shall issue, in lieu thereof, 2™~
replacement Note or Loan Document, dated the date of such lost, stolen, destroyed or muhlated
Note or Loan Document in the same principal amount thereof and otherwise of like tenor

SECTION 7.6 AMENDED FINANCING STATEMENTS. Borrower hereby s
authorizes Lender to file or cause to be filed any financing statement or financing statement . .~
change that Lender deems necessary or desirable to establish or maintain the validity, perfection £
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and priority.of the security interest granted herein. At the request of the Lender, Borrower shall
execute a certificate in form satisfactory to the Lender listing the trade names under which
Borrower intends to operate the Property, and representing and warranting that Borrower does
busmess under 10 other trade name with respect to the Property.

ARTICLE 8 DUE ON SALE/ENCUMBRANCE/CHANGE IN BORROWER

SECTION 81 " -NQ SALE/ENCUMBRANCE/CHANGE OF OWNERSHIP WITHOUT
CONSENT. LT

(a) Excépt as otherwise expressly provided in this Security Instrument,
Borrower shall not cause or, permlt any of the following (each a “Prohibited Transfer™)
to occur without the prior written consent of Lender in each instance: the voluntary or
involuntary sale, conveyance ‘mortgage, grant, bargain, encumbrance, pledge,
assignment, grant of any optiofts With respect to, or any other transfer or disposition of
(directly or indirectly, voluntarily or involuntarily, by operation of law or otherwise, and
whether or not for consideration or of record) of a legal or beneficial interest (each a
“Sale or Encumbrance’) of the Property or any part thereof, or permit a Sale or
Encumbrance of an interest in Borrower or any shareholder, partner, member or non-
member manager, or any direct or indirect legal or beneficial owner of Borrower or any
non-member manager (each a “Restricted Party™), other than pursuant to Leases of
space in the Improvements to tenants in accordance with the provisions of Section 3.7, A
Prohibited Transfer shall include (i} an instaliment sales agreement wherein Borrower
agrees to sell the Property or any part thereof for a price to be paid in installments; (ii) an
agreement by Borrower leasing all or a substantial part of the Property for other than
actual occupancy by a space tenant thereunder Ot 4 sale,-assignment or other transfer of,
or the grant of a security interest in, Borrower’s'ri'ght,ftitlé and interest in and to any
[eases or any Rents; (ii1} if 2 Restricted Party is a dfor-’poratio_ﬁ,_fany merger, consolidation
or Sale or Encumbrance of such corporation’s stock or the creation or issuance of new
stock in one or a series of transactions; (iv) if a Restricted Party is-a limited or general
partnership or joint venture, any merger or consolidation or the change, removal,
resignation or addition of a general partner or the Sale or Encumbrance of the partnership
interest of any general or limited partner or any profits or proceeds relating to such
partnership interests or the creation or issuance of new limited partnership interests; (v) if
a Restricted Party is a limited liability company, any merger or consohdatlon or the
change, removal, resignation or addition of a managing member or non-member manager
{or if no managing member, any member) or the Sale or Encumbrance of the me¢mbership
interest of a managing member (or if no managing member, any member) of any profits
or proceeds relating to such membership interest, or the Sale or Encumbrance ofnon- ..
managing membership interests or the creation or issuance of new non-managing -
membership interests; (vi) if a Restricted Party is a trust or nominee trust, any me‘rger,_ o

consolidation or the Sale or Encumbrance of the legal or beneficial interest in a Restricted -

Party or the creation or issuance of new legal or beneficial interests; or (vit) the removal
or the resignation of any manager {(including any manager in which Borrower has, :
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airectly or indirectly, any legal, beneficial or economic interest (an “Affiliated
M‘ﬁnag"'er”)) other than in accordance with Section 5.18.

. (b) Notwithstanding the provisions of Sections 8.1(a), a transfer by devise or
descent or by eperation of law upon the death of a member, partner or shareholder of a
Restricted Party shall not be deemed to be a Prohibited Transfer, nor shall the Sale or
Encumbrange, in‘one or a series of transactions, of not more than twenty-five percent
(25%) of the stock; limited partnership interests or non-managing membership interests
(as the case may be)in a Restricted Party; provided, however, no such transfers shall
result in a change in “Control” in the Restricted Party, and as a condition to each such
transfer, Lender sh"éll receive not less than ten (10) days prior written notice of such
proposed transfer: For the purpose of this Article 8, “Control” shall mean the power to
direct the management and policies of a Restricted Party, directly or indirectly, whether
through the ownershlp of votlng secunnes or other beneficial interests, by contract or

otherwise,

{c) Notwithsténdi'ng_anyj provision in this Section 8.1 to the contrary, limited
partnership or membership interests,-as applicable, in Borrower may be transferred
without Lender’s consent and without application of the Transfer Fee (i) among limited
partners or members, as app]icab‘lé, of Borrower who are limited partners or members, as
applicable, of Borrower as of the date of this Security Instrument (each a “Current
Owner™), and (ii) to immediate family members (which shall be limited to a spouse,
parent, child and grandchild (each, an “Immediate Family Member”)), of any Current
Owner or to trusts formed for the benefit of I'r'rimédiate:Family Members of such Current
Owner for bona fide estate planning purposes (each, a “Permitted Transfer”), provided
each of the following conditions is satisfied: (A) no Event of Default has occurred and
no event has occurred that with notice and/or the passage of time, or both, would
constitute an Event of Default; (B} Lender has recei__v'éd Borrower’s notice of the
Permitted Transfer no less than 15 days prior to the commeéncement of such transfer;

(C) no Indemnitor or Guarantor shall be released from any guaranty or indemnity
agreement by virtue of the Permitted Transfer; (D) Borrowershall be responsible for the
costs and expenses of documenting the Permitted Transfer, (E)_ Borrower shall reimburse
Lender for all actual costs and expenses incurred by Lender in-connection with the
Permitted Transfer, whether or not consummated; (F) once the Permitted Transfer is
complete, the persons with Control of Borrower and management-of the. Property are the
same persons who have such Control and management rights lmrncdldtely prior te the
Permitted Transfer; (G) Borrower shall furnish Lender copies of any documentation .
executed in connection with the Permitted Transfer promptly after execiition thereof;

(H) Borrower shall have delivered satisfactory evidence to Lender that, foHowmg the . :
Permitted Transfer, Borrower shall continue to comply with the provisions of Se'"ctio"ri 43"
hereof, and (I} upon Lender’s request, delivery of a non-consolidation opinion acceptable
to Lender. :

SECTION 8.2 CONDITIONS TO LENDER’S CONSENT.

T
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-, (8) Without limiting Lender’s discretion to approve or disapprove any request
ﬁ*om Borrower for a waiver of the prohibition against Prohibited Transfers, Lender
o specxﬁ_ca_lly reserves the right to condition its consent to any waiver of a Prohibited
. Transfer upon the satisfaction of the following minimum conditions:

- ) | 'Lender has received Borrower’s written request for a transfer and Lender
. has-expressly approved such request in writing;

(i) e ﬁo EVGnt of Default or Default has occurred and is continwming;

(iit) Borrower has paid Lender an application fee and a deposit for legal fees,
gach in amounts determined by Lender. The legal fee deposit shall be
apphed towards the legal fees and expenses incurred by Lender in
cormectlon wzth such request for a transfer;

(iv) Lender has determmed that the proposed new owner/assignee (the “New
Borrower”) meets ali of Lender’s Underwriting Standards (as hereinafter

defined),

(v) Lender has deten'r_;ihed-= that the Property meets all of the Lender’s
Underwriting Standards related to its financial condition, cash flow,
operating income, physical condition, management and operation;

(vi)  Borrower remits to Lender a fee (fh’é"*fTransfer Fee™) in the amount of
one percent (1%) of the outstanding principal balance of the Debt as of the
date such transfer is consummated.'--

(vii) New Borrower has executed and delwered such documentation and
agreements evidencing the transfer and, if applicable, the assumption of
the Loan, as may be required by Lender; including a release of Lender, its
officers, directors, employees and agents, from all claims and liability
relating to the transactions evidenced by the Lioan Documents through and
including the date of the closing of the transfer;-and an indemnification
with respect thereto. All such documentation shall be in fonn and
substance satisfactory to Lender; ; -

(viii) If New Borrower assumes the Loan and a person or éntity assoeiated with
New Borrower approved by Lender in its discretion (a “New"Guarantor”)
agrees to be liable for the obligations of the current Guarantoror..
Indemnitor under its guaranty or indemnity agreement by executmg a new
guaranty and environmental indemnity agreement in substantially similar - .
form to any such existing agreements, Lender shall release Borrower ﬁ'om kS
its obligations arising under Loan Documents, and any current Guarantor .~ |
or Indemnitor from its obligations under any guaranty or env1r0nmental "
indemnity agreement, as to acts or events or omissions occurring or e
obligations arising after the date of the assumption of the Loan, provided - =
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however such release shall not apply to any acts or events or omissions
which occurred prior to the date of the assumption of the Loan, whether or
not the effects of or damages from such acts or events or omissions are

. apparent or ascertainable as of the date of such assumption;

o () Lender has determined that New Borrower is in compliance with the
. covenants set forth in this Security Instrument, including the covenants in
.~ Section 4.3 hereof, if any;

(x)  Borrowerhas delivered to Lender, without any cost or expense to Lender,
such endorsements to Lender’s title insurance policy, hazard insurance
endorsements’ or certificates and other similar materials as Lender may
deem recessary, all in form and substance satisfactory to Lender,
mcludmg an endorsement or endorsements to the title ingurance policy
insuring the lien of this Security Instrument, extending the effective date
of such pohcy {0 the date of execution and delivery (or, if later, of
recording) of the assumption agreement, with no additional exceptions
added to such policy and insuring that Borrower’s title to the Property is
vested in the New Borrower;

(xi)  Borrower and New Borrower have furnished, if a corporation, partnership
or other entity, all documents evidencing each such party’s capacity and
good standing, and the quahﬁcatl(}n of the signers to execute any
assumption or other agreement; which papers shall include certified copies
of all documents relating to the organization and formation of Borrower,
New Borrower and the entities, if any, which are partners or members, as
applicable, of Borrower or the New Borrower

(xii) Borrower has reimbursed Lender for all costs and expenses incorred by
Lender in connection with such transfer (mc uding engineering and/or
architect’s fees, environmental studies, title and UCC searches, credit
checks and attorney’s fees), whether or not any requested transfer is
approved or consummated; and

(xiii) Borrower and New Borrower have delivered or caused to be delivered
such other documents and instruments, including légal opinions; as Lender
shall determine to be in the best interests of Lender, including, if required
by any pooling and servicing agreement following a securitization or -
otherwise deemed necessary or desirable by Lender, the prior written
confirmation by each applicable Rating Agency of the proposed"trénsfér'.

For the purpose of this Section 8.2, “Lender’s Underwriting Standards’ shall mean the actual |
commercial loan underwriting standards of KeyBank National Association (or any successor -
entity that is then servicing the Loan) in effect at the time of the proposed transfer, or, if no such
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standards exist, such standards which are then customary for a commercial lender in connection
with a moﬂgage loan of the size and type of the Borrower’s loan from Lender secured hereby.

(b) All expenses incurred by Lender shall be payable by Borrower whether or
“not Lender consents to the Prohibited Transfer. Lender shall not be required to
demonstrate any. actual impairment of its security or any increased risk of default
heréunder ini order to declare the Debt immediately due and payable upon the occurrence
of any PrOhlb]ted ‘Transfer without Lender’s consent. This provision shall apply to every
Prohibited Transfer under Section 8.2 or otherwise, whether or not Lender has consented
to any previous 'P-rbhibf't'ed Transfer.

ARTICLE9 - PREPAYMENT; DEFEASANCE

The Debt may be prepa1d or defeased only in accordance with the terms of the Note. If
Barrower has the right to prepay the Loan pursuant to the terms of the Note, Lender shall only be
obligated to release the lien of this Security Instrument if the Loan has been paid in full,
including the payment of any Prépayment Consideration. If Borrower has the right to cause the
Property to be released from the lien of the Sécurity Instrument and the other Loan Documents
pursuant to a Defeasance (as such term may be defined in the Note), Lender shall only be
obhgated to release the lien of this Security Instrument if the Defeasance has been consummated
in accordance with the terms of the Note or the Loan has been paid in full as expressly permitted
under the terms of the Note.

ARTICLE 10 - DEFA’ﬁLT

SECTION 10.1 EVENTS OF DEFAULT. Borrower ack.nowledges that Lender has
relied upon all of the terms, covenants or conditions of the Nete, this Security Instrument and the
other Loan Documents in making the Loan to Borrower, and that the breach of or default in any
such term, covenant and condition may result in the acoeleratlon of the Debt and the exercise of
Lender’s remedies hereunder and under the other Loan Documiénts. The decurrence of any one
or more of the following events shall constitute an “Event of Defau!t” under the Note, this
Security Instrument and each of the other Loan Documents: :

(a}  Borrower fails to make full and punctual paymént of the Monthly Payment
(as defined in the Note) or any other amount due on a monthly basis under the Note, this
Security Instrument, or any other Loan Document within five (5) days after the date on
which such payment is due;

{b) Borrower fails to make full payment of the Debt when due,whether on'the
Maturity Date (as defined in the Note), upon acceleration or prepayment, or Oth‘érwise" e

(¢} Borrower fails to make full and punctual payment of any Late Charges (as B
defined in the Note), costs and expenses due hereunder, or any other swm of money,
required to be paid to Lender hereunder or under the Note or any other Loan Document .~

{other than any payment described in subclauses (a), (b) or (d) of this Article 10.1), which o
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- failure is not cured on or before the fifth (5th) day after Lender’s written notice to
. Borrower that such payment is required; or

- =('d) . Borrower fails to make the full and punctual payment of Taxes or Other
"Charges as requlred hereby;

(e).______- Borrower fails to keep the Policies in full force and effect, or fails to
promptly delivercopies thereof to Lender upon request;

(D . ifa Pfoh‘ibited Transfer occurs in violation of the provisions of Article §,
or Borrower violates. or does not comply with the provisions of Article 12 or 13 of this
Security Instwment :

(g) if any representatmn or warranty of Borrower or any Guarantor or
Indemnitor in any guaranty orin-any certificate, report, financial statement or other
instrument or document furnished to Lender shall have been false or misleading in any
material respect when made; .

(h) Borrower shal! mak:e"an_ assignment for the benefit of creditors or
Borrower is not paying debts ag and when the same become due;

') if (i) Borrower ot aﬁy_'Guarantor or Indemnitor shall commence any case,
proceeding or other action (A) under any existing or future law of any jurisdiction,
domestic or foreign, relating to bankruptcy, insolvency, reorganization, conservatorship
or relief of debtors, seeking to have an order for relief entered with respect to it, or
seeking to adjudicate it a bankrupt or insolvent, or- seekmg reorganization, arrangement,
adjustment, winding-up, liquidation, disso fution, composition or other relief with respect
to it or its debts, or (B) seeking appointment of a receiver, trustee, custodian, conservator
or other similar official for it or for all or any substantlai part of its assets, or the
Borrower or any Guarantor or Indemnitor shall make a general dassignment for the benefit
of its creditors; or (ii) there shall be commenced againsi Borrower or any Guarantor or
Indemnitor any case, procecding or other action of a nature referred to in clause (i) ahove
that 1s not dismissed within sixty (60) days of filing; or (iii) there shall be commenced
against the Borrower or any Guarantor or Indemmnitor any case, proceeding oy other action
secking issuance of 2 warrant of attachment, execution, distraint or similar process
against all or any substantial part of its assets; or (iv) the Borrower or anyGuarantor or
Indemnitor shall take any action in furtherance of, or indicating its consent to, approval
of, or acquiescence in, any of the acts set forth in clause (i), (ii), or (iti) above; or (v) the
Borrower or any Guarantor or Indemnitor shall generally not, or shall be unable to or _
shall admit in writing its inability to, pay its debts as they become due, N

) Borrower shall be in default under any other deed of trust, mortg"égé’:_ or o
security agreement covering any part of the Property whether it be superior or junior in”
priority to this Secunty Instrument (it not being implied by this clause that any 5uch
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e (k) the Property becomes subject to any mechanic’s, materialman’s or other
lien (other than a lien for local real estate taxes and assessments not then due and
‘payable); and such lien shall remain undischarged of record (by payment, bonding or
s othenwse) for a period of thirty (30) calendar days;

L -"(1) - Borrow er fails to promptly and diligently cure any material violations of
laws Or ordmances affectmg the Property;

(m) . th.e, oc_currence of an event of default under any other Loan Document and
the expiration of any applicable grace or cure period thereunder;

(n) H'\ITENT‘EONALLY OMITTED;

(o) if Borrower vm]ates or does not comply with any of the provisions of
Section 4.3 or Article &of thls Securlty Instrument;

(p) ifa Non—Gonso_hdat;_Qn Opinion was required in connection with the Loan,
any of the assumptions contained 1 the non-consolidation opinion were not true and
correct as of the date of such opmwn or thereaﬂer become untrue or incorrect in any
respect; or -

(a) any breach or default hereunder by Bormower (including breach of or
default under any covenant herein), other than a default or breach set forth in any of
Sections 10.1(a) through (p), if such breach or default is not cured within thirty (30) days
after written notice from Lender to Borrower (provided that Borrower shall not be
entitled to a cure period hereunder if such breach or detault is not capable of being cured
as determined by Lender), provided however that- (i) if Lender determines that such
breach or default cannot reasonably be cured within such thitty (30) day period,

(ii) Borrower shall have commenced to cure such default within such thirty (30) day
period, and (iii) Borrower is thereafter diligently and expeditiously proceeding to cure the
same, such thirty (30} day period shall be extended for so longas 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 one hundred twenty (120} days, unless,
only in the case of cures that require construction or remedial work; such cure cannot
with diligence be completed within such one hundred twenty (120) day pﬁ:nod in which
case such period shall be extended for an additional one hundred twenty (120) days or
such longer period as Lender shall determine, T

SECTION 10.2 LATE CHARGE. If any Monthly Payment is not tlme]y pald Borrower
shall pay any late payment charge required by the Note.

SECTION 10.3 DEFAULT INTEREST. Borrower shall pay, from the date of:--an _'EVent S
of Default through the earlier of the date on which the Event of Default is waived in writing by
Lender or the date on which the Debt is paid in full, interest on the unpatd principal balance. of N
the Note at the Default Rate {as defined in the Note). o
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ARTICLE 11 - RIGHTS AND REMEDIES

‘SECTION 11.1 REMEDIES. Upon the occurrence of any Event of Default, Borrower
agrees that Lender may take such action, without notice or demand, as it deems advisable to
protect and-enforce-its rights against Borrower and in and to the Property, including the
following actions,-each of which may be pursued concurrently or otherwise, without notice or
demand, at such tirmie and in such order as Lender may determine, without impairing or otherwise
affecting the other rights and remedies of Lender:

(a) d'edlarb'_t"h-e entire unpaid Debt to be immediately due and payable;

(b)  institute proceedings, judicial or otherwise, for the complete foreclosure of
this Security Instru_fhe’nt under any applicable provision of 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;

(c) with or without entry;to the extent permitted and pursuant to the
procedures provided by applicable law, institute proceedings for the partial foreclosure of
this Security Instrument for the portion of the Debt then due and payable, but such
proceeding shall not affect the continuing lien and security interest of this Security
Instrument for the balance of the Debt not then due, which shall remain unimpaired and
without loss of priority;

(d)  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 ore or more sales, as an entity or in
parcels, at such time and place, upon such terms and aﬁer such notice thereof as may be
required or permitted by law; -

(e) institute an action, suit or proceeding' in"éi:[ﬁit'y for the speciﬁc
performance of any covenant, condition or agreement contamed herem in the Note or in
the Loan Documents; - :

() recover judgment on the Note either before, dﬁﬁng_.or'éﬂer any
proceedings for the enforcement of this Security Instrument or the Loan Decuments;

(g) apply for the appointment of a receiver, trustee, liquidator or Conservator
of the Property on an ex parte basis (any required notice of such appointment or any-
proceeding to appoint the same being hereby expressly waived) and without regard fm‘
the adequacy of the security for the Debt and without regard for the solvency of

Berrower, any Guarantor, Indemnitor or of any person, firm or other entity 11able for the

payment of the Debt;

(h) . subject to any applicable law, the license granted to Borrower under'.
Section 1.2 shall automatically be revoked and Lender may enter into or upon the
Property, either personally or by its agents, nominees or attorneys and dispossess
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*" . ‘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 books, records and accounts relating thereto and Borrower agrees to
. “surrenider possession of the Property and of such books, records and accounts to Lender
“upon demand;-and therevpon 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; (ii) complete any construction on the Property in such
manner and form ‘as Lender deems advisable; (iii)} make alterations, additions, renewals,
replacements and improvements to or on the Property; (iv) exercise all rights and powers
of Borrower with respect to the Property, whether in the name of Borrower or otherwise,
including 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) require Borrower.to pay monthly in advance to Lender, or any receiver appointed to
collect 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; (vi) require Borrower 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 (vii) apply the
receipts from the Property to the payment of the Debt, in such order, priority and
proportions as Lender shall deem appropriate after deducting therefrom all expenses
(including attorneys’ fees) incurred in connection with the aforesaid operations and all
amounts necessary to pay the Taxes, Other Charges, insurance and other expenses in
connection with the Property, as well'as just and reasonable compensation for the
services of Lender, its counsel, agents and empldjxee_s; )

(1) exercise any and all nights and remedlea granted to a secured party upon
default under the Uniform Commercial Code, mcludmg (i) the right to take possession of
the Personal Property or any part thereof, and to take such other measures as Lender may
deem necessary for the care, protection and preservation of the Personal Property, and
(ii) request Borrower at its expense to assemble the Personal Property and make it
available to Lender at a convenient place acceptable to Lender. -Any notice of sale,
disposition or other intended action by Lender with respect to the Personal Property sent
to Borrower in accordance with the provisions hereof at Ieast ten (10) days prior to such
action, shall constitute reasonable notice to Borrower;

(i) apply any sums then deposited in the Impound Acéoﬁn_t_ an:d_'_.an.}.,(.olther
sums held in escrow or otherwise by Lender in accordance with the terms of this Security

Instrument or any Loan Document to the payment of the following 1tems 1n any order that
Lender may determine: : -

(1) Taxes and Other Charges,
(i) Insurance Premiums;

(iii)  Interest on the unpaid principal balance of the Note;

(T
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) (iv)  amortization of the unpaid principal balance of the Note; and all
~other sums payable pursuant to the Note, this Security Instrument and the Loan
‘Documents, including advances made by Lender pursuant to the terms of this
. Security Instrument;

< (;c) surrcnder the Policies maintained pursuant to Article 3 hereof, collect the
uneamed Insurance Premiums and apply such sums as a credit on the Debt in such
priority and propdrtion as Lender shall deem proper, and in connection therewith,
Bomrower hereby appoints Lender as agent and attorney-in-fact (which is coupled with an
interest and is therefore irrevocable) for Borrower to collect such Insurance Premiums;

¢) apply the und1sbursed balance of any Net Proceeds or any Net Proceeds
Deficiency deposit, together with interest thereon, to the payment of the Debt in such
order, priority and proportlons as Lender shall deem to be appropriate in its discretion;

(m) pI‘Oh]blt Borrower and anyone claiming for or through Borrower from
making use of or w1thdraw1ng any sums from any lockbox, escrow or similar account; or

(n) pursue such other remedles as Lender may have under any of the Loan
Documents or applicable law.

In the event of a sale, by foreclosure, power of sale, or otherwise, of less than all of the
Property, this Security Instrument shall continue 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 11.1 to the contrary, if any Event of Default as described in Subsection 10.1(i)(i)
or (ii) shall occur, the entire unpaid Debt shall be automatlcally due and payable, without any
further notice, demand or other action by Lender. o

SECTION 11.2 APPLICATION OF PROCEEDS.:?:.__The puréhélse 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 Loan Documents may be applied by
Lender to the payment of the Debt in such priority and proporuons as Lender in its discretion
shall deem proper. : :

SECTION 11.3 LENDER RIGHT TO CURE DEFAULTS. Upon the occufi'ence of any
Event of Default, Lender may, but without any obligation to do so and without notice to-or
demand on Borrower and without releasing Borrower from any obligation hereunder, cure the
same in such manner and to such extent as Lender may deem necessary to protect the security
hereof. Lender 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 Debt, and the cost and expense thereof (including attomeys
fees to the extent permitted by law), with interest as provided in this Section 11.3, shalk. -
constitute a portion of the Debt and shall be due and payable to Lender upon demand. AM such”
costs and expenses incurred by Lender in remedying such Event of Default or in appearing i,
defending, or bringing any such action or proceeding shall bear interest at the Default Rate (as..
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defined 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 (as defined in the Note) shall be
deemed to constitute a portion of the Debt and be secured by this Security Instrument and the
Loan Documents and shall be immediately due and payable upon demand by Lender therefor.

SECTION ._}_'I 4 ACTIONS AND PROCEEDINGS. After the occurrence and during the
continuance of an Event of Default, Lender has the right to appear in and defend any action or
proceeding brought with respect to the Property and to bring any action or proceeding, in the
name and on behalf of Boirower, that Lender, in its discretion, decides should be brought to
protect its interest in the Property

SECTION 11.5 RECOVERY OF SUMS REQUIRED TO BE PAID. Lender shall have
the right from time to time to.take action-to recover any sum or sums that constitute a part of the
Debt as the same become due, without regard to whether or not the balance of the Debt shall be
due, and without prejudice to theright of Lender thereafter to bring an action of foreclosure, or
any other action, for a default or defaults by Borrower existing at the time such earlier action was

commenced.

SECTION 11.6 EXAMINATION O.F_'_BDOKS AND RECORDS. Lender, its agents,
accountants and attorneys shall have the right upon prior written notice to examine the records,
books, management and other papers of Borrdwer and its affiliates or of any Guarantor or
indemnitor which reflect upon their financial condition, at the Property or at any office regularly
maintained by Borrower, its affiliates or any Guarantor ot Indemnitor where the books and
records are located. Lender and its agents shall have the right upon notice to make copies and
extracts from the foregoing records and other papers:, In addition,.Lender, iis agents, accountants
and attorneys shall have the right to examine and audit the books and records of Borrower and its
affiliates or of any Guarantor or Indemnitor pertaining to the income, expenses and operation of
the Property during reasonable business hours at any office of Borrower its affiliates or any
Guarantor or Indemnitor where the books and records are located: -

SECTION 11.7 OTHER RIGHTS, ETC.

(a)  The failure of Lender to insist upon strict performance of any term hereof
shall not be decmed to be a waiver of any term of this Security Instrument. Borrower
shall not be relieved of Borrower’s obligations hereunder by reason of (i).the failure of
Lender 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 Loan Documents, (11) the release, rcgardless of
consideration, of the whole or any part of the Property, or of any person liable forthe
Debt or any portion thereof, or (iii) any agreement or stipulation by Lender extendmg the
time of payment or otherwise modifying or supplementing the terms of the Note, thm
Security Instrament or the Loan Documents.
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e (D) It is agreed that the risk of loss or damage to the Property is on Borrower,
" “and Lender shall have no liability whatsoever for decline in value of the Property, for
‘failure to maintain the Policies, 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 or obtained, with respect to
any Property or collateral not in Lender’s possession.

(c} . Lender may resort for the payment of the Debt to any other secunty held
by Lenderin such order and manner as Lender, in its discretion, may elect. Lender may
take action to recover the Debt, or any portion thereof, or to enforce any covenant hereof
without prejudice 10 the right of Lender thereafter to foreclose this Security Instrument.
The rights of Lenderunder this Security Instrumnent shall be separate, distinct and
cumulative and none shall be given effect to the exclusion of the others. No act of
Lender shall be construed as‘an election to proceed under any one provision herein to the
exclusion of any other provision. "Lender shall not be limited exclusively to the rights and
remedies herein stated but shall be entltled to every right and remedy now or hereafter
afforded at law or in eqmty g

SECTION 11.8 LENDER RIGHT TO- RELEASE. Lender may release any portion of
the Property or any portion of the Debt for such-¢onsideration as Lender may require without, as
to the remainder of the Property or the Debt, 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 hiereunder 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 lenhiolder, - This Security Instrument shali
continue as a lien and security interest in the remaining portibn of the Property.

SECTION 11.9 VIOLATION OF LAWS. If the Property i not in compliance with
Applicable Laws, Lender may impose additional requirements upon Borrower in connection
herewith including monetary reserves or financial equivalents. T

SECTION 11.10 RIGHT OF ENTRY. Lender and its agents shall have the right upon
prior written notice to enter and inspect the Property at all reasonable times upon nOthC to
Borrower. S

SECTION 11.11 RIGHTS PERTAINING TO SALES. The following pro}fi_sior’is shall,
to the extent permitted by law, apply to any sale or sales of all or any portion of theProperty.
under or by virtue of this Security Instrument, whether under any power of sale herein granted or
by virtue of judicial proceedings or of a judgment or decree of foreclosure and saie )

(a) Trustee (for purposes of this Subsection 11.11 only, the term ‘Tr‘ustee
shall be interpreted to include any public officer or other person having the respensxblhty
to conduct any sale of all or part of the Property pursuant to this Security Instrument)
may conduct any number of sales from time to time. The power of sale shall not be -
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'ékhau_sted by any one or more of such sales as to any part of the Property that has not
been sold or by any sale that is not completed or is defective until the Debt has been paid
*in full

(b) ~. Any sale may be postponed or adjourned by public announcement at the
nrn(; and place appointed for such sale or for such postponed or adjourned sale, and such
sale'may be completed at the time and place so announced without further notice.

(¢} .-Lenderis hereby appointed the true and lawful attorney-in-fact of
Borrower, which.appointment is irrevocable and shall be deemed to be coupled with an
interest, in Borroweér’s name and stead, to make all necessary conveyances, assignments,
transfers and deliveries of the Property and rights so sold, and for that purpose Lender
may execute all necessary instruments to accomplish the same, and may substitute one or
more persons with like power; and Borrower hereby ratifies and confirms all that said
attorney or such substitute or substitutes shall lawfully do by virtue thereof.
Nevertheless, Borrower, if requested by Lender, shall ratify and confirm any such sale or
sales by executing and delivering to-Lender or such purchaser or purchasers, as
applicable, all such instruments as ma'y be advisable, in Lender’s judgment, for the
purposes designated in such request e

(d) Any and all statements of fact or other recitals made in any of the
instruments referred to in Subsection. 11.11(c) given by Lender concerning nonpayment
of the Debt, occurrence of any Event of Default, any declaration by Lender that all or any
of the Debt is due and payable, any request to sell, any representation that notice of time,
place and terms of sale and property or rightsto be sold was duly given, or that any other
act or thing was duly done by Lender, shall be taken as pmna facie evidence of the truth
of the facts so stated and recited. -

(e} The receipt by Trustee of the purchase-money paid at any such sale, or the
receipt of any other person authorized to give the same,.shall be sufficient discharge
therefor to any purchaser of any property or rights sold as aforesaid,.and no purchaser, or
its representatives, grantees or assigns, after paying such purchase price and receiving
such receipt, shall be bound to see to the application of such purchase- price or any part
thereof upon or for any trust or purpose of this Security Instrument or; in any manner
whatsoever, be answerable for any loss, mlsapphcatlon or non—apphcatlon of any such
purchase money, or part thereof, or be bound to inquire as to the authonzatlon necessny,
expediency or regularity of any such sale.

63} Any such sale or sales shall operate to divest all of the estate, right, title,
interest, claim and demand whatsoever, whether at law or in equity, of Borrowar in and to
the properties and rights so sold, and shall be a perpetual bar both at law and in eqmty )
against Borrower and any and all persons claiming or who may claim the same, or-any:
part thereot, by, through or under Borrower to the fullest extent permitted by apphcabie
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(2 Upon any such sale or sales, Lender may bid for and acquire the Property

and in lieu of paying cash therefor, may make settlement for the purchase price by

* “crediting against the Debt the amount of the bid made therefor, after deducting therefrom

" ‘the expenses of the sale, the cost of any enforcement proceeding hereunder and any other
“sums that Lender is authorized to charge to Borrower under the terms of the Note, this

Securlty Instrument or any other Loan Document fo the extent necessary to satisfy such

bid. ' :

(h) - If Borrower, or any person claiming by, through or under Borrower, shall
transfer or refuse or fail to surrender possession of the Property after any sale thereof,
then Borrower or such person shall be deemed a tenant at sufferance of the purchaser at
such sale, subject o, eVictiori"by means of unlawful detainer proceedings or other
appropriate proceedings, and to any other right or remedy available hereunder or under
applicable law.

{0 Upon any. such sale it-shall not be necessary for Trustee, Lender or any
public officer acting under execution or order of court to have present or constructively in
its possession any or all of the Property

(i) In the event of any Sale _:eferred to in this Subsection 11.11, the entire
Debt, if not previously due and payable, immediately thereupon shall, notwithstanding
anything to the contrary in the Note;’ thls Secunty Instrument or any other Loan
Document, become due and payable.

() This instrument shall be effective as a'mortgage. If a sale hereunder shall
be commenced by Trustee, Lender may, at any time before the sale of the Property, direct
the Trustee to abandon the sale, and may institute suit for the collection of the Debt or
part thereof and for the foreclosure of this Security Instrument.. If Lender shall institute
suit for the collection of the Debt or part thereof, and for the foreclosure of this Secunty
Instrument, Lender may at any time before the entry of final _;udgment in said suit dismiss
the same (or part thereof} and direct the Trustee to sell the Property in .accordance with
the provisions of this Security Instrument. Lender may pursue its rights and remedies
against any guarantor or other party liable for any of the obligations in'such a suit for
foreclosure or by separate suit, whether or not the Trustee is also pursumg a sale under
the terms hereof. . .

SECTION 11.12 RIGHT TO RELEASE INFORMATION. Follomng the OLCUITEHCE

of any Event of Default, Lender may forward 1o any broker, prospective purchaset of the -

Property or the Loan, or other person or entity all documents and information which Lender now

has or may hereafier acquire relating to the Debt, Borrower, any Guarantor, any Indemmtor the.
Property and any other matter in connection with the Loan, whether furnished by Bortower, any . -
Guarantor, any Indemnitor or otherwise, as Lender deterrnines necessary or destrable. Borfow‘er‘ -
irrevocably waives any and all rlghts it may have to limit or prevent such disclosure, mcludmg

any right of privacy or any claims arising therefrom.
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ARTICLE 12 - ENVIRONMENTAL HAZARDS

“SECTION12.1  ENVIRONMENTAL DEFINITIONS. The following terms shall have
meanings s;t.--forth___h'erem for the purposes of this Article 12 and the other Articles of this
Security [nstrument:

“Environmental Law” shall mean any present, and for the purposes of
Sections 12.2, 12.3 and 13.4 only, future, federal, state and local laws, statutes,
ordinances, rules, regulations and the like, as well as commeon law, relating to protection
of human health or the envirenment, relating to Hazardous Substances, relating to
liability for or costs of Remediation or prevention of Releases of Hazardous Substances
or relating to liability. for or costs of other actual or threatened danger to human health or
the environment. “Environmental Law” includes the following statutes, as amended, any
successor thereto, and any regulations promulgated pursuant thereto, and any state or
local statutes, ordinances; rules; fegulations and the like addressing similar jssues: the
Comprehensive Environmental Response, Compensation and Liability Act; the
Emergency Planning and Community Right-to-Know Act; the Hazardous Substances
Transportation Act; the Resource Conservation and Recovery Act (including Subtitle |
relating to underground storage tanks); the Solid Waste Disposal Act; the Clean Water
Act; the Clean Air Act; the Toxic Substances Control Act; the Safe Drinking Water Act;
the Occupational Safety and Health Act; the Federal Water Pollution Control Act; the
Federal Insecticide, Fungicide and Rodenticide Act; the Endangered Species Act; the
National Environmental Policy Act; and the River and Harbors Appropriation Act.
“Environmental Law” also includes any present, and for the purposes of Sections 12.2,
12.3 and 13.4 only, future, federal, state and local laws, statutes, ordinances, rules,
regulations and the like, as well as common law, conditioning transfer of property upon a
negative declaration or other appmval of a governmental authonty of the environmental
condition of the property; requiring notification or disclosure of Releases of Hazardous
Substances or other environmental condition of the Property to any govemmental
autherity or other person or entity, whether or not in connectmn w1th transfer of title to or
interest in property. : :

“Environmental Liens” shall mean all liens and other enéumbrances imposed
pursuant to any Environmental Law, whether due to any act or omission of Borrower or
any other person or entity. A

“Environmental Reports” shall mean any Phase [, Phase Il or other Wnttf:n ' .
reports resulting from any environmental assessments of the Property. 3

“Hazardous Substances™ shall mean, but shall not be limited to, any aﬁ& ali o
substances (whether solid, liquid or gas) (i} defined, listed, or otherwise classified as.
pollutants, hazardous wastes, hazardous substances, hazardous materials, extremely

hazardous wastes, or words of similar meaning or regulatory effect under any present, “or _ I
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* . for the purposes of Sections 12.2, 12.3 and 13.4 only, future, Environmental Laws or
_"(ity that'may have a negative impact on human health or the environment, including
"petroleum and petroleum products, asbestos and asbestos-containing materials,
“polychlorinated biphenyls, lead, radon, radioactive materials, flammables, explosives,
m.edieél and infectious waste, mold, fungus and spores present in the air and in and on the
physical components of the Property.

“Institutional Control” shall mean any legal or physical restrictions or
limitations on the use of, or access to, the Property to eliminate or minimize potential
exposures to any-Hazardous Substance, to prevent activities that could interfere with the
effectiveness of any Remediation, or to ensure maintenance of a level of risk to human
health or the environment; including physical modifications to the Property such as slurry
walls, capping, hydraulic controls for ground water, or point of use water treatment,
restrictive covenants, -enviro'ni'nental protection easements, or property use limitations,

“O&M Plan” shall mean any operatrons and maintenance plan for the Property.

“Release” of any Hazardous Substance includes any release, deposit, discharge,
emission, leaking, spilling, seepmg, mlgratmg, injecting, pumping, pouring, emptying,
escaping, dumping, disposing or other movement of Hazardous Substances.

“Remediation™ includes any response, remedial removal, or corrective action,
any activity to cleanup, detoxify, decontaminate, contain or otherwise remediate any
Hazardous Substance, any enrollment or participation of the Property within any state’s
voluntary cleanup or similar program, any actions to.prevent, cure or mitigate any
Release of any Hazardous Substance, any action to' comply with any Environmental Laws
or with any permits issued pursuant thereto, any inspéction; investigation, study,
monitoring, assessment, audit, sampling and testing, laboratory or other analysis or
evaluation relating to any Hazardous Substances or'o anythlng referred to in this
Article 12. .

SECTION 12.2 ENVIRONMENTAL REPRESENTATIONS AND WARRANTIES.
Borrower represents and warrants, that, to the best of Borrower’s knowledge after due inquiry
and investigation: (a) there are no Hazardous Substances or underground.storage tanks in, on, or
under the Property, except those that are both (i) in compliance with Env1ronmental Laws and
with permits issued pursuant thereto, if any, and (ii) fully disclosed to Lender in writing pursuant
to the Environmental Reports delivered to Lender; (b) there are no past or present Releases of
Hazardous Substances in violation of any Environmental Law or which would: requlre '
Remediation by a Governmental Authority in, on, under or from the Property excépt as descnbed
in the Environmental Report; (¢) there is no past or present non-compliance with Enwronmental
Laws, or with permits issued pursuant thereto, in connection with the Property exceptas.” ..
described in the Environmental Report; (d) Borrower does not know of, and has not reeewed
any written or oral notice or other communication from any person or entity (includinga ™~
governmental entity) refating to Hazardous Substances or Remediation thereof, of possible
liability of any person or entity pursuant to any Environmental Law, other environmental
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condmons in connection with the Property, or any actual administrative or judicial proceedings
in-connection with any of the foregoing; (e) Borrower has truthfully and fully provided to
Lender, in wntmg, any and all information relating to environmental conditions in, on, under or
from the Property that is known to Borrower and that is contained in Borrower’s files and
records;-inchiding any. reports relating to Hazardous Substances in, on, under or from the
Property and/orto-the environmental condition of the Property; and (f) there are no Institutional
Controls on or affeotmg the Property.

SECTION 12 3 ENVIRONMENTAL COVENANTS. Borrower covenants and agrees
that so long as the Borrower owns, manages, is in possession of, or otherwise controls the
operation of the Property:“(ay all.uses and operations on or of the Property, whether by Borrower
or any other person or entity; shatl-be in compliance with all Environmental Laws and permits
issued pursuant thereto; (b) there shall be no Releases of Hazardous Substances in, on, under or
from the Property; (c) there shall be nio Hazardous Substances in, on, or under the Property,
except those that are in comphance with all Environmental Laws and with permits issued
pursuant thereto, if and to the extent required;.(d) Borrower shall keep the Property free and clear
of all Environmental Liens; (e) Borrower shall; at its sole cost and expense, fully and
expeditiously cooperate in all activities pursuant to Section 12.4 below, including providing all
relevant information and making knowledgeable persons available for interviews; (f) Borrower
shall, at its sole cost and expense, perform any.environmental site assessment or other
investigation of environmental conditions in connection with the Property, pursuant to any
reasonable written request of Lender after Lender has reason to believe this Section 12.3 has
been violated (including sampling, testing and analysis of soil, water, air, building materials and
other materials and substances whether solid, liquid or gas, and the preparation of any O&M

Plan required by Lender), and share with Lender the reports and other results thereof, and Lender
and other Indemnified Parties shall be entitled to rely'on such reports and other results thereof;
(g) Borrower shall, at its sole cost and expense, comply with all reasonable written requests of
Lender to (i) reasonably effectuate Remediation of any coridition (including a Release of a
Hazardous Substance or the correction of any conditions identified i i any O&M Plan} in, on,
under or from the Property, (ii) comply with any Environmental Law, (iii} comply with any
directive from any govermmental authority, and (iv) take any other reasonable action necessary or
appropriate for protection of human health or the environment; (h) Borrower shall not do or
allow any tenant or other user of the Property to do any act that matérially increases the dangers
to human health or the environment, poses an unreasonable risk of harm fo any person or entity
(whether on or off the Property), impairs or may impair the value of the Property, is contrary to
any requirement of any insurer, constitutes a public or private nuisance, constitutes waste, or
violates any covenant, condition, agreement or easement applicable to the Property;and
(i) Borrower shall immediately notify Lender in writing promptly after it has become aware of
(A) any presence or Releases or threatened Releases of Hazardous Substances in, omn; under, from
ot migrating towards the Property which is required to be reported to a governmental authorsty
under any Environmental Law, (B) any actual Environmental Lien affecting the Property, -~
(C) any required Remediation of environmental conditions relating to the Property, and (D) any
written or oral notice or other communication of which Borrower becomes aware from any .
source whatsoever (including a governmental entity) relating in any way to Hazardous g
Substances or Remediation thereof, possible liability of any person or entity pursuant to any
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Eﬁvifdﬁfnen.ta} Law, other environmental conditions in connection with the Property, or any
actual. or fhreatened administrative or judicial proceedings in connection with anything referred
to in this Artticle 12, (j) Borrower shall not allow any Institutional Conirol on or to affect the
Pmperty, and (k) Borrower shall take all acts necessary to preserve its status, if apphcable as an

“innocent lanidowner,” “contiguons property owner,” or “prospective purchaser” as to the
Property and as those terms are defined in CERCLA; prowded, however, that this covenant does
not limit or modify.any of Borrower's other duties or obligations under this Security Instrument.

SECTION 124 . LENDER’S RIGHTS. Lender, its environmental consultant, and any
other person or entity designated by Lender, including any receiver and any representative of a
governmental entity, shall'have the right, but not the obligation, at intervals of not less than one
year, or more frequently if the Lendér reasonably belicves that a Hazardous Substance or other
environmental condition violates or threatens to violate any Environmental Law, after notice to
Borrower, to enter upon the Property-at all reasonable times to assess any and all aspects of the
environmental condition of the Proper‘ty and its use, including conducting any environmental
assessment or audit of the Property or portions thereof to confirm Borrower’s compliance with
the provisions of this Article 12 and perfortiance of any Remediation required under any O&M
Plan, and Borrower shall cooperate in all-reasonable ways with Lender in connection with any
such audit. Such audit shall be performed-in a manner so as to minimize interference with the
conduct of business at the Property. If such audit discloses that a violation of or a liability under
any Environmental Law exists or if such audit was required or prescribed by law, regulation or
governmental or guasi-governmental authorit.y,-..Borrower_shall pay all costs and expenses
incurred in connection with such audit; otherwise, the costs and expenses of such audit shall,
notwithstanding anything to the contrary set forth in this Section, be paid by Lender.

ARTICLE 13 - INDEMNIFICATION

SECTION 13.1 GENERAL INDEMNIFICATION. ‘Borrower shall, at its sole cost and
expense, protect, defend, indemnify, release and hold harmless the Indemnified Parties from and
against any and all claims, suits, liabilities (including strict liabilities), actions, proceedings,
obligations, debts, damages, losses, costs, expenses, diminution in‘value, ﬁI__lES penalties,
charges, fees, expenses, judgments, awards, amounts paid in settlement, or punitive damages, of
whatever kind or nature (including attorneys’ fees and other costs) (the “Losses”) imposed upon
or incurred by or asserted against any Indemnified Parties and directly or md}rectly arising out of
or in any way relating to any one or more of the following (but excluding Losses arising out of
Lender’s gross negligence or willful misconduct): (a) ownership, servicing or ddmlmstration of
this Security Instrument, the Property or any interest therein or the receipt of any Rents or other
income or proceeds from the Property; (b) any amendment to, or restructuring of, the Debt, and
the Note, this Security Instrument, or any other Loan Document; (¢} any and all Iéwﬁll.fétz_ﬁnﬁ_s -
that may be taken by Lender in connection with the enforcement of the provisions of this
Security Instrument or the Naote or any other Loan Document, whether or not suit is filed in"~ -
connection with same, or in connection with Borrower, any Guarantor or Indemnitor and/or ary
member, partner, joint venturer or shareholder thereof becoming a party to a voluntary or -
involuntary federal or state bankruptcy, insolvency or similar proceeding; (d} any accident,
injury to or death of persons or loss of or damage to property occurring in, on or about the
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Property or.any part thereof or on the adjoining sidewalks, curbs, adjacent property or adjacent
parking areas, streets or ways; (e) any use, nonuse or condition in, on or about the Property or
any part thereof or on the adjoining sidewalks, curbs, adjacent property or adjacent parking
areas; streets or ways; () any failure on the part of Borrower to perform or be in compliance with
any of the. terms-of this Security Instrument; (g) performance of any labor or services or the
furnishing of any matendls or other property in respect of the Property or any part thereof;

{(h) the failure of any person to file timely with the Intenal Revenue Service an accurate Form
1099-B, Statement for Remplents of Proceeds from Real Estate, Broker and Barter Exchange
Transactions, which may be required in connection with the Security Instrument, or to supply a
copy thereof in a timely fashion to the recipient of the proceeds of the transaction in connection
with which this Security Instrument is made; (i} any failure of the Property to be in compliance
with any Applicable Laws; () the: enforcement by any Indemnified Party of the provisions of this
Article 13; (k) any and all clalms and demands whatsoever that may be asserted against Lender
by reason of any alleged obhgatlons or undertakings on its part to perform or discharge any of
the terms, covenants, or agreements contained in any Lease or otherwise, (1) any and all claims
(including lender liability claims) or'demands by Borrower or any third parties, including any
Guarantor or Indemnitor; (m) the payment 6f any commission, charge or brokerage fee to anyone
which may be payable in connection with thé funding of the loan evidenced by the Note and
secured by this Security Instrument; or {(n)‘any misrepresentation made by Borrower in this
Security Instrument or other Loan Docﬁment""

Any amounts payable to Lender by reason of the application of this Article 13 shall
become immediately due and payable and shall bear interest at the Default Rate (as defined in
the Note) from the date loss or damage is sustained by Eender until paid, and be secured by this
Security Instrument and the other Loan Documents: The obhgatlons and liabilities of Borrower
under this Article 13 shall survive any termination, satisfaction; or assignment of this Security
Instrument and the exercise by Lender of any of its rights or remedlqs hereunder including the
acquisition of the Property by foreclosure or a conveyance:in lieu of foreclosure.

As used in this Security Instrument, the term “Indemnified Parties” means Lender and
any person or entity who is or will have been involved in the origination of this Loan, any person
or entity who is or will have been involved in the servicing of this' Loan (whether or not such
person or entity has any ownership interest therein), any person or entity in whose name the
encumbrance created by this Security Instrument is or will have been recorded persons and
entities who may hold or acquire or will have held a full or partial interest in this Loan {including
Investors in the Securities (as such terms are defined in Section 18.1 hereof), as well-as
custodians, trustees and other fiduciaries who held or have held a full or partial interest'in this
Loan for the benefit of third parties) as well as the respective directors, officers; Shafehol’ders;.
members, partners, employees, agents, attorneys, scrvants, rcpresentatlves contractors, - o
subcontractors, affiliates, subsidiaries, participants, successors and assigns of any and all of the .~
foregoing (including any other person or entity who holds or acquires or will have helda .-«
participation or other full or partial interest in this loan or the Property, whether during the: term _
of this Loan or as a part of or following a foreclosure of this Loan and including any successors -
by merger, consolidation or acquisition of all or a substantial portion of Lender’s assets and
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~+"_ SECTION 13.2 MORTGAGE AND/OR INTANGIBLE TAX. Borrower shall, at its
sole cost atid expense, protect, defend, indemnify, release and hold harmless the Indemnified
Parties from and against any and ail Losses imposed upon or incurred by or asserted against any
Indemnified Parties and directly or indirectly arising out of or in any way relating to any tax on
the making: and/or recordmg of this Security Instrument, the Note or any of the other Loan
Documents '

SECTION 13 3. ERISA INDEMNIFICATION. Borrower shall, at its sole cost and
expense, protect, defend indemnify, release and hold harmless the Indemnified Parties from and
against any and all Losses (mc]udmg attorneys’ fees and costs incurred in the 1nvest1gat10n
defense, and settlement of Losses incurred in correcting any prohibited transaction or in the sale
of a prohibited loan, and in obtammg any individual prohibited transaction exemption under
ERISA that may be required, in Lender’s discretion) that Lender may incur, directly or
indirectly, as a result of a default under Sectaon 420r309,

SECTION 13.4 ENVIRONMENTAL INDEMNIFICATION

(a) Borrower shall at. lts sole cost and expense, protect, defend, indemnify,
release and hold harmless the In_demmﬂed Parties from and against any and all Losses
and costs of Remediation (whether ornot performed voluntarily or required under any
0&M Plan), engineers’ fees, environmental consultants’ fees, and costs of investigation
(including sampling, testing and analysis of soil, water, air, building materials and other
materials and substances whether solid, liquid or gas) imposed upon or incurred by or
asserted against any Indemnified Parties, and arising out of or in any way relating to any
one or more of the following, unless caused by the gross negligence or willful
misconduct of any Indemnified Party: (i} any presence of any Hazardous Substances in,
on, above or under the Property; (if) any past, present or threatened release of Hazardous
Substances in, on, above, under or from the Property; (iii) any activity by Borrower, any
person or entity affiliated with Borrower or tenant or other-users of the Property in
connection with any actual, proposed or threatened use; treatmient, storage, holding,
existence, disposition or other Release, generation, productmn manufacturing,
processing, refining, control, management, abatement, removal, handling, transfer or
transportation to or from the Property of any Hazardous Substances at any time located
in, under, on or above the Property; (iv) any activity by Borrower, any person or entity
affiliated with Borrower or tenant or other users of the Property in connection with any
actual or proposed Remediation of any Hazardous Substances at any time located in,
under, on or above the Property, whether or not such Remediation is voluntary or
required under any O&M Plan or pursuant to court or administrative order, 1nciudmg any
removal, remedial or corrective action; (v) any past, present or threatened vwlations of
any Environmental Laws (or permits issued pursuant to any Environmental Law) in-*
connection with the Property or operations thereon, including any failure by Borrower,:
any person or entity affiliated with Borrower or tenant or other users of the Property to-.,
comply with any order of any governmental authority in connection with Env1ronmenta1 _
Laws; (vi) the imposition, recording or filing of any Environmental Lien encumbering the
Property; (vii) any administrative processes or proceedings or judicial proceedings in any
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. iivay connected with any matter addressed in Article 12 and this Section 13.4; (viii) any

. past, present or threatened injury to, destruction of or loss of natural resources in any way

* ‘cormected with the Property, including costs to investigate and assess such injury,

"-_=_"de_stru;_:t10n__ or loss; (ix) any acts of Borrower or other users of the Property in arranging
“for disposal or-treatment, or arranging with a transporter for transport for disposal or
treatrnent, of Hazardous Substances owned or possessed by such Borrower or other users,
at any facil--iiy orihcineration vessel owned or operated by another person or entity and
containing such o'f similar Hazardous Substance; (x) any acts of Borrower or other users
of the Property; in acceptmg any Hazardous Substances for transport to disposal or
treatment facilitics, _incineration vessels or sites selected by Borrower or such other users,
from which there is a Release, or a threatened Release of any Hazardous Substance which
causes costs for Remediation'to be incurred; (xi) any personal injury, wrongful death, or
property damage caused by Hazardous Substances arising under any statutory or common
faw or tort law theory; including damages assessed for the maintenance of a private or
public nuisance or for the conducting of an abnormally dangerous activity on or near the
Property; and (xii) any misrepresentation in any representation or warranty set forth in
Article 12 or any breach or failure fo perform any covenants or other obligations pursuant
to Article 12. Provided, however: if Lender, its nominee, designee or affiliate acquires
title to the Property through a fore_c]o;gure tfustee’s sale or deed in lieu of foreclosure
(each a “Foreclosure Acquisition™), Borrower shall not be liable under this
Section 13.4(a) for such Losses, costs of Remediation or fees attributable to such
occurrence, event, condition or activity by any party other than Borrower or its affiliates
first occurring after the date of the Foreclosure Abqui‘sition (“Foreclosure Acquisition
Date™) provided such occurrence, event, condition or: activity is unrelated to any
occurrence, event, condition or activity whlcn emsted pnor to the Foreclosure
Acquisifion Date. - :

()  The indemnity provided in this Secti_oh 13.4 shall not be included in any
exculpation of Borrower or its partners, members, shareholdefs or any other Person from
personal liability provided in this Security Instrument of in any of the other Loan
Documents. Further, Borrower’s obligations under this Section 13.4 shall survive (in
perpetuity) the closing and disbursement of the funds evidenced by the Note, payment of
the Note, payment and performance of the Obligations, any release, reconveyance,
discharge or foreclosure of this Security Instrument, conveyance by deed in lieu of
foreclosure, and any subsequent conveyance of the Property. Nothing in this Section
13.4 shall be deemed to deprive Lender of any rights or remedies provided to'it elsewhere
in this Security Instrument or the other Loan Documents or otherwise available to it
under law. Borrower waives and releases Lender and all other Indemnified Parties from
any rights or defenses Borrower may have under common law or Environmerital Laws -
for liability arising or resulting from the presence, use or Release of Hazardous™ .~ "™
Substances except to the extent directly and solely caused by the gross negligence or - e
willful misconduct of the Indemnified Party seeking indemnification hereunder. .~

SECTION 13.5 DUTY TO DEFEND, ATTORNEYS’ FEES AND OTHER FEES AND-
EXPENSES. Upon written request by any Indemnified Party, Borrower shall defend such

.
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Indémritfied Party (if requested by any Indemnified Party, in the name of the Indemnified Party)
by attorneys and other professionals approved by the Indemnified Partics. Notwithstanding the
foregoihg, any Indemnified Parties may engage their own attorneys and other professionals to
defend or assist them, and, at the option of Indemnified Parties, their attorneys shall control the
resolution-of any ‘claim or proceeding. Upon demand, Borrower shall pay or reimburse, the
indemnified Parties for the payment of reasonable fees and disbursements of attorneys,
accountants, ﬁnanmal advisors, engineers, environmental consultants, laboratories and other
professionals in connec:j_tlon therewith.

ARTICLE 14 - WAIVERS

SECTION 14.1. WAIVER.OF COUNTERCLAIM. Borrower hereby waives the right to
assert a counterclaim, other than a mzindatory or compulsory counterclaimm, in any action or
proceeding brought against it by Lender arising out of or in any way connected with this Security
Instrument, the Note, any of the other Loan Documents, or the Debt.

SECTION 14.2 MARSHALLING AND OTHER MATTERS. Borrower hereby waives,
to the extent permitted by law, the benefit of ‘all homestead, appraisement, valuation, stay,
extension, reinstatement and redemption laws now or hereafter in force and all rights of
marshalling in the event of or in connection W__l[h any sale hereunder of the Property or any part
thereof or any interest therein. Further, Borrower hereby expressly waives any and all rights of
redemption from sale under any order or decree of foreclosure of this Security Instrument on
behalf of Borrower, and on behalf of each and every person acquiring any interest in or title to
the Property subsequent to the date of this Security Instrument and on behalf of all persons to the
extent permitted by Applicable Law, and hereby waives any defense Borrower might assert or
have by reason of Lender’s failure to make any tenant or Iessee of the Property a party defendant
in any foreclosure proceeding or action instituted by Lendcr T

SECTION 14.3 WAIVER OF NOTICE. To the extent perrmtted by Applicable Law,
Borrower shall not be entitled to any notices of any nature whatsoever from Lender except with
respect to matters for which this Security Instrument specifically and expressly provides for the
giving of notice by Lender to Borrower and except with respect to matters for which Lender is
required by Applicable Law to give notice, and Borrower hereby expressly waives the right to
receive any notice from Lender with respect to any matter for which this Security Instrument
does not specifically and expressly provide for the giving of notice by Lender to. Bonower

SECTION 14.4 WAIVER OF STATUTE OF LIMITATIONS. Borrower hereby
expressly waives and releases to the fullest extent permitted by law, the pleading ofany statute
of limitations as a defense to payment of the Debt or performance of its other obhgatlons under
this Security Instrument. S

SECTION 14.5 SURVIVAL. Except as hereinafter specifically set forth below, the -~

representations and warranties, covenants, and other obligations arising under Article 12 shall '111 o -

no way be impaired by. any satisfaction or other termination of this Security Instrument, aity

assignment or other transfer of all or any portion of this Security Instrument or Lender’s mterest“' _ I
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in the Property (but, in such case, shall benefit both Indemnified Parties and any assignee or
transferee), any exercise of Lender’s ights and remedies pursuant hereto, including foreclosure
or acceptance of a deed in lieu of foreclosure, any exercise of any rights and remedies pursuant
to the Note of any other Loan Document, any transfer of all or any portion of the Property
(whether by Borrower or by Lender following foreclosure or acceptance of a deed in lieu of
foreclosure or at any other time), any amendment fo this Security Instrument, the Note or any
other Loan Documents and any act or omission that might otherwise be construed as a release or
discharge of Borrower from the obligations pursuant hereto.

SECTION 14.6 WAIVER OF TRIAL BY JURY. BORROWER AND LENDER
HERERY WAIVE, TO THE FULLEST EXTENT NOW OR HEREAFTER PERMITTED BY
LAW, THE RIGHT TO TRIAL'BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM, WHETHER IN CONTRACT, TORT OR OTHERWISE, RELATING
DIRECTLY OR INDIRECTLY .TO THE LOAN EVIDENCED BY THE NOTE, THE
APPLICATION FOR THE LOAN, EVIDENCED BY THE NOTE, THE NOTE, THIS
SECURITY INSTRUMENT OR ANY QTHER LOAN DOCUMENT OR ANY ACTS OR
OMISSIONS OF BORROWER OR 'LENDER, ITS OFFICERS, EMPLOYEES, DIRECTORS
OR AGENTS IN CONNECTION THEREWITH

ARTICL-E 1'5 EXC ULPATION

To the extent of any contlict betweén the provisions of this Security Instrument and
Section 21 of the Note, the provisions of Section 21 of the Note shall control.

ARTICLE 16 - NOTICES

SECTION 16.1 NOTICES. Any notice required or permitted to be given hereunder
must be in writing and given (a) by depositing same in the United States mail, addressed to the
party to be notified, postage prepaid and registered or certified with’ return receipt requested;
(b) by delivering the same in person to such party; (c) by transmitting: a facsimile copy to the
correct facsimile number of the intended recipient (with a second copy to be sent to the intended
recipient by any other means permitted under this Section 16.1); or (d) by depositing the same
into the custody of a nationally recognized overnight delivery service addressed to the party to be
notified. In the event of mailing, notices shall be deemed effective three (3) days after posting;
in the event of overnight delivery, notices shall be deemed effective on the' next Business Day
following deposit with the delivery service; in the event of personal service. or facsnm]e
transmissions, notices shall be deemed effective when delivered. For purposes of notice, the
addresses of the parties shall be as set forth in the Preamble to this Security Instrument. . A copy
of any notice sent, transmitted or delivered to Lender shall also be delivered to Daniel Flanigan,
Esg., Polsinelli Shalton Flanigan Suelthaus PC, 700 W. 47th Street, Suite 1000, Kansas Clty, _.
Missouri 64112, facsimile number: (816) 753-1536. From time to time, either party may R
designate another address than the address set forth in the Preamble by giving the other party no. .
less than ten (10) days advance notice of such change of address in accordance with the notlce
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" For purposes of this Subscction, “Business Day” shall mean a day on which commercial
banks.are riot authorized or required by law to close in the State in which the Land is located.

ARTICLE 17 - APPLICABLE LAW

SECTION;17.1° CHOICE OF LAW/JURISDICTION AND VENUE. This Security
Instrument shall be governed, construed, applied and enforced in accordance with the laws of the
state where the Land.is located without regard to the conflicts of law provisions thereof
(“Governing State™).- Borrower hereby consents to personal jurisdiction in the Governing State.
JURISDICTION AND VENUE.OF ANY ACTION BROUGHT TO ENFORCE THIS
SECURITY INSTRUMENT-OR ANY OTHER LOAN DOCUMENT OR ANY ACTION
RELATING TO THE LOAN OR-THE RELATIONSHIPS CREATED BY OR UNDER THE
LOAN DOCUMENTS (“ACTION”) SHALL, AT THE ELECTION OF LENDER, BE IN
(AND IF ANY ACTION IS QRIGINALLY BROUGHT IN ANOTHER VENUE, THE
ACTION SHALL AT THE ELEECTION-OF LENDER BE TRANSFERRED TO) A STATE OR
FEDERAL COURT OF APPROPRIATE JURISDICTION LOCATED IN THE GOVERNING
STATE. BORROWER HEREBY CONSENTS AND SUBMITS TO THE PERSONAL
JURISDICTION OF THE STATE COURTS OF THE GOVERNING STATE AND OF
FEDERAL COURTS LOCATED IN THE:GOVERNING STATE IN CONNECTION WITH
ANY ACTION AND HEREBY WAIVES ANY AND ALL PERSONAL RIGHTS UNDER
THE LAWS OF ANY OTHER STATE TO OBJECT TO JURISDICTION WITHIN SUCH
GOVERNING STATE FOR PURPOSES OF ANY ACTION. Borrower hereby waives and
agrees not to assert, as a defense to any Action or a motion. to transfer venue of any Action,

(i) any claim that it is not subject to such jurisdiction; (ii) any, ¢laim that any Action may not be
rought agamst it or is not maintainable in those courts or that this Security Instrument may not

be enforced in or by those courts, or that it is exemptor itnmune from execution, (iii) that the

Action is brought in an inconvenient forum, or (iv) that the venue for the Action 1s in any way

improper.

SECTION 17.2 USURY LAWS. This Security Instrument and"the' Note are subject to
the express condition that at no time shall Borrower be obligated or reqmred to pay interest on
the Debt at a rate which could subject the holder of the Note to either civil or-criminal liability as
a result of being in excess of the maximum interest rate which Borrower'is permitted by
Applicable Law to contract or agree to pay. If by the terms of this Security Instrument or the
Note, Borrower is at any time required or obligated to pay interest on the Debt at 4 rate in excess
of such maximum rate, the rate of interest under the Security Instrument aind the Note shall be
deemed to be immediately reduced to such maximum rate and the interest payable shall be
computed at such maximum rate and all prior interest payments in excess of such maximum rate
shall be applied and shall be deemed to have been payments in reduction of the principal balance
of the Note. All sums paid or agreed to be paid to Lender for the use, forbearance, or detentlon
of the Debt shall, to the extent permitted by Applicable Law, be amortized, prorated, allocated
and spread throughout the full stated term of the Note until payment in full so that the rate or - -
amount of inferest on account of the Debt does not exceed the maximum lawful rate of interest .-~
from time to time in effect and applicable to the Debt for so long as the Debt is outstanding. .
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~§ECTION 17.3 PROVISIONS SUBJECT TO APPLICABLE LAW. All rights, powers
and remedles ptovided in this Security Instrument may be exercised only to the extent that the
exercise thereof does not violate any applicable provisions of law and arc intended to be limited
to the'extent fiecessary so that they will not render this Security Instrument invalid,
unenforceable or not entltled to be recorded, registered or filed under the provisions of any

Applicable. Law

SECTION 1? 4. INAPPLICABLE PROVISION. If any term of this Security Instrument
or any application ! thereof shall be invalid or unenforceable, the remainder of this Security
Instrument and any other apphcatlon of the term, at the option of Lender, shall not be affected

thereby. e .
ARTICLE 18 - SECONDARY MARKET

SECTION 18.1 TRANSFER OFLOAN. Lender may at any time, (a) sell, transfer or
assign the Note, this Security Instrument, and the other Loan Documents (a “Loan Sale”), (b)
transfer any or all servicing rights with r6:5pect ‘thereto (“Servicing Rights Transfers”), (¢} grant
participations therein (“Participations”),. or (d) issue mortgage pass-through certificates or other
securities (“Securities™) evidencing a beneﬁmal interest in a rated or unrated public offering or
pnvate p]acement (a “Securitization™)." Lender may forward to each purchaser, transferee,
assignee, servicer, participant, or investor {including any broker or authorized representative
thereof) in such Loan Sale, Servicing Rights Transfers, Participations or Securities (collectively,
the “Investor”) or any Rating Agency rating such Securities; each prospective [nvestor, and any
organization maintaining databases on the underwriting and’ performance of commiercial
mortgage loans, all documents and information that Lender riow has or may hereafter acquire
relating to the Debt, Borrower, any Guarantor, any Indemnitor, the Property and any other matter
relating to the Loan, whether furnished by Borrower, any Guarantor any Indemnitor or
otherwise, as Lender determines necessary or desirable. Borrower 1rrevocablv waives any and
all rights it may have to limit or prevent such disclosure, mcludmg any right of privacy or any
claims arising therefrom.

SECTION 18.2 SECONDARY MARKET TRANSACTIONS Lender shall have the
right to engage in one or more Secondary Market Transactions (as hereinafter defined) with
respect to the Loan, and to structure and restructure all or any part of the Loar, including in
multiple tranches, as a wraparound loan, or for inclusion in a “real estate mortgage investment
conduit” (a “REMIC”) within the meaning of Section 860D of the Internal Revenue Code of
1986, as amended, or other Securitization. Without limitation, Lender shall have the right to
cause the Note and the Security Instrument to be split into a first and a second mortgage loan, or

into one or more loans secured by mortgages in whatever proportion Lender determines, and .
thereafter to engage in Secondary Market Transactions with respect to all or any part ofithe.
indebtedness and loan documentation. Borrower acknowledges that it is the intention of the.
parties that all or a portion of the Loan will be securitized and that all or a portion of the Loan.
will be rated by one or more Rating Agencies. Borrower further acknowledges that addmonal
structural modifications may be required to satisfy issues raised by any Rating Agencies. As
used herein, “Secondary Market Transaction” means any of (a) the sale, assignment, or other
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transfer of all or any portion of the Debt or the Loan Documents or any interest therein to one or
more Investors;(b) the sale, assignment, or other transfer of one or more participation interests in
the Debt or Loan Documents to one or more Investors, (c) the transfer or deposit of all or any
portion of the Debt or Loan Documents to or with one or more trusts or other entities which may
sell certificatés or other instruments to Investors evidencing an ownership interest in the assets of
such trust orthe nght to receive income or proceeds therefrom or (d) any other Securitization
backed in whole or in part by the Loan or any interest therein.

SECTION 18‘.3 COOPERATION; LIMITATIONS. Borrower shall, at Lender’s cost
and expense, cooperate in' good faith with Lender in effecting any such restructuring or
Secondary Market Transaction. Such cooperation shall include executing and delivering such
amendments to the Loan Documents and the organizational documents of Borrower and any
constituent entities as Lendcr orany Ratmg Agency, purchaser; transferee, assignee, trustee,
servicer or potential Investor (the Ratmg Agencies and all of the foregoing parties are herein
collectively referred to as “Interested Parties”) may request, provided however, that no such
amendment shall modify (a) the interest rate payable under the Note (except as set forth in
Section 18.5); (b) the stated maturity date-of the Note, (c) the amortization of the principal
amount of the Note, (d) any other material’ economic terms of the Loan, (e) the non-recourse
provisions of the Loan or (f) any provision, the effect of which would materially increase
Borrower’s obligations or materially decrease Borrower’s rights under the Loan Documents.
Such cooperation also shall include using best efforts to obtain such certificates and assurances
from governmental entities and others as Lender may request. Borrower shall not be required to
provide additional collateral that was net initially contemiplated by the parties to effect any such
restructuring or Secondary Market Transaction. Borrower shall not be required to pay any third
party costs and expenses incured by Borrower or Lender in‘connection with any such Secondary
Market Transaction unless otherwise payable by Borrower under this Security Instrument or the
other Loan Documents.

SECTION 18.4 INFORMATION. Borrower shail'br'ovide'suc':h_ac_cess to personnel and
such information and documents relating to Borrower, 1its conSti-tu’e'nt persons or entities, any
Guarantor or Indemnitor, the Property and the business and operations of all of the foregoing and
such opinions of counsel (including Non-Consolidation Opinions)‘as Lender; any Rating Agency
or any other Interested Party may request (and in form and substance acccptable to Lender and
each Interested Party) in connection with any such Secondary Market Transattion including
updated financial information, appraisals, market studies, environmental teviews (Phase I’s and,
if appropriate, Phase II's), property condition reports and other due diligence invéstigations
together with appropriate verification of such updated information and reports t__hrough_lette_rs of
auditors and consultants and, as of the closing date of the Secondary Market Transaction, .-
updated representations and warranties made in the Loan Documents and such additicnal ,
representations and warranties as any Rating Agency or other Interested Party may request If~
requested by any Rating Agency or required by Lender, Borrower shall provide revisions or-
“bringdowns” to any opinions delivered at Closing (including Non-Consolidation Opinions), or.’
if required new versions of such opinions, addressed to Lender, any trustee under any
Securitization backed in whole or in part by the Loan, any Rating Agency that assigns a ranng to
any securities in connection therewith and any investor purchasing securities therein. Lender
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shall be permltted to share all such information with the investment banking firms, Rating
Agenmes “dccounting firms, law firms, other third party adwsory firms, potential investors,
servicers and other service providers and other parties involved in any proposed Secondary
Market Transaction. Borrower understands that any such information may be incorporated into
any offermg tircilar, prospectus, prospectus supplement, private placement memorandurn or
other offermg documents for any Secondary Market Transaction. Lender and all of the aforesaid
third-party advisors and professmnal firms and investors shall be entitled to rely upon such

information.

SECTION 18.5 S’EVE_P;ANCE. In connection with any Secondary Market Transaction,
Borrower shall, at the rcquést"of Lender and at Lender’s sole cost and expense (a) sever the Loan
into two or more portions in-such’ individual amounts as Lender may determine, each of which
portion shall be secured by a mortgage lien on the Property (“Loan Splitting”) or (b) sever the
Loan into two or more tranches in such individual amounts as Lender may determine (“Loan
Tranching”; Loan Splitting and Loan Tranching are collectively referred to herein as a
“Conversion”). To effectuate a-Loan Split; Borrower, shall, upon written request of Lender,
cxceute, acknowledge and deliver to Lendef and/or its designee or designees substitute notes and
security instruments in such principal amounts, aggregating not more than the then unpaid
principal amount secured by this Security Instrument, and containing terms, provisions and
clauses no less favorable to Borrower than thosé contained herein and in the Note, and such other
documents and instruments as may be requue_d by Lender to effect the splitting of the Note and
this Security Instrument. Any such Loan Tranching shall be evidenced by Lender’s then
standard form “A/B Loan.” Any Conversion shall not preclude any further Conversion or
madification of the Loan by agreement of Borrower and Lender. In the event any portion of the
Loan is converted into an “A/B Loan,” the interest rate on any one or more components of the
Loan may be changed at Lender’s request provided that the weighted average interest rate of all
components of the Loan shall in no event exceed the interest rate set. forth in the Note. Borrower
shall cooperate with all of Lender’s requests made in connection with & Conversion and shall
deliver such documents as Lender may request in connection therew1th including any opinion
letters which Lender may request, all of which shall be in form a,nd substance acceptable to
Lender. The aggregate of the principal amount of all such portions shall in no event exceed the
then principal balance of the Loan. -

ARTICLE 19 - COSTS

SECTION 19.1 ORIGINATION, ADMINISTRATION, ENFORCEMENT, P{ND
DEFENSE EXPENSES Borrower shall pay Lender, on demand all Administration and
Enforcement Expenses (as hereinafter defined) now or hereafter incurred by Lender together
with interest thereon at the Default Rate from the date paid or incurred by Lender untll_.su__ch fees
and expenses are paid by Borrower, whether or not an Event of Default or Default then éxists. . -
For the purpose of this Security Instrument, “Administration and Enforcement Expenses”
shail mean all fees and expenses incurred at any time or from time to time by Lender, 1ncludmg
legal (whether for the purpose of advice, negotiation, documentation, defense, enforcement or _
otherwise), accounting, financial advisory, auditing, rating agency, appraisal, valuation, title or - i
title insurance, engineering, environmental, collection agency, or other expert or consulting or
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similar services, in connection with: (a) the origination of the Loan, including the negotiation
and preparatlon of this Security Instrument, any other Loan Document and any amendments or
modifications ef'the Loan or the Loan Documents, whether or not consummated; (b) the
administration, servicing or enforcement of the Loan or the Loan Documents, including any
request for mterpretatlon or modification of the Loan Documents or any matter related to the
Loan or the servicing thereof (which shall include the consideration of any requests for consents,
waivers, modlﬁcatlons approvals, lease reviews or similar matters and any proposed transfer of
the Property or any interest therein), (¢) any litigation, contest, dispute, suit, arbitration,
mediation, proceeding or action (whether instituted by or against Lender, including actions
brought by or on behalf of _Bor_rower or Borrower’s bankruptcy estate or any indemnitor or
guarantor of the Loan orany other person) in any way relating to the Loan or the Loan
Documents including in Connection with any bankruptey, reorganization, insolvency, or
receivership proceeding; (d) any attempt to enforce any rights of Lender against Borrower or any
other person that may be obligated to Lender by virtue of any Loan Document or otherwise
whether or not litigation is cofiitnenced in pursuance of such rights; and (e) protection,
enforcement against, or liguidation of the Property or any other collateral for the Loan, including
any attempt to inspect, verify, preserve, restore, collect, sell, liquidate or otherwise dispose of or
realize upon the Loan, the Property or any other collateral for the Loan. Provided no Event of
Default has occurred, fees and expenses related solely to origination and administration of the
Loan shall be limited to reasonable fees and expenses, but charges of Rating Agencies,
governmental entities or other third parties thiat are outside of the control of Lender shall not be
subject to the reasonableness standard. All Administration-and Enforcement Expenses shall be
additional Debt hercunder secured by the Property, and may be funded, if Lender so elects, by
Lender paying the same to the appropriate persons and thus making an advance on Borrower’s
behalf. 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,
regulation, Lender or any governmental or quasi- govemmentat authority. Wherever it 1s
provided for herein that Borrower pay any costs and expenses, such: costs and expenses shall
inchude all legal fees and disbursements of Lender, whether of retamed ﬁnns the reimbursement
for the expenses of in-house staff or otherwise. o :

ARTICLE 20 - CERTAIN DEFINITIONS, HEADINGS, RULE OF CONSTRUCTION

SECTION 20.1 GENERAL DEFINITIONS. Unless the confext clear]y indicates a
contrary intent or unless otherwise specifically provided herein, words used in this Security
{nstrument may be used interchangeably in singular or plural form and the word “Botrower™
shall mean “individually and collectively, jointly and severally, each Borrower (if more than
one) and any subsequent owner or owners of the Property or any part thereof or-any Interest
therein and Borrower in its capacity as debtor-in-possession after the commencement’ ofa -
proceeding under the Bankruptcy Code; “Lender” shall mean “Lender and any subseguent holder
of the Note,” the word “Note” shall mean “the Note and any other evidence of indebtedness ™ -
secured by this Security Instrument,” the word “person” shall include an individual, corporatzon L
limited liability company, partnership, trust, unincorporated association, government, -
governmental authority, and any other entity, the word “Property” shall include any portion of
the Property and any interest therein, and the phrases “attorneys” fees” and “counsel fees” shall
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1nc]ude any and all attorneys’, paralegal and law clerk fees and disbursements, including fees and
disbursements at the pre-trial, trial and appellate levels incurred or paid by Lender (a} in
protectmg its 1nterest in the Property, the Leases and the Rents, (b) relating to or arising out of
any lawsuit of proceedmg brought by or against Lender in any court or other forum (including
actions or proceedmgs brought by or on behalf of Borrower’s bankruptcy estate or any guarantor
or indemnitor), or {c) inenforcing its rights under this Security Instrument.

SECTION 202 HEADINGS, ETC. The headings and captions of various Sections of
this Security Instrument are for convenience of reference only and are not to be construed as
defining or limiting, in émy wajf--the scope or intent of the provisions hereof.

SECTION 20.3° RULES OF CONSTRUCTION

The following ruIes of construction shall be applicable for all purposes of this Security
Instrument and all documents O mstruments supplemental hereto, unless the context otherwise

clearly requires:

(a) The terms * 1nclude ¥ “mcludmg and similar terms shall be construed as if
followed by the phrase “without being limited t0™;

(b)  any pronoun used hcféi'ﬁ“shail be deemed to cover all genders, and words
importing the singular number shall mean and include the plural number, and vice versa;

{c) all captions to the Sections hereof are used for convenience and reference
only and in no way define, limit or describe the scope or intent of, or in any way affect,
this Security Instrument;

(d)y  the term “or’ has, except where otherwme mdicated the inclusive meaning
represented by the phrase “and/or”, -

(¢)  the words “hereof,” “‘herein,” “hereby,” "‘héféuhder and similar terms in
this Security Instrument refer to this Security Instrument as a'whole and not to any
particular provision or section of this Security Instrument;

(H an Event of Default shall “continue” or be “contmumg unhl such Event
of Default has been waived in writing by Lender; : o

(g} No inference in favor of or against any party shali be drawn from the fact
that such party has drafted any portion hereof or any other Loan Document '

{h) The cover page (if any) of, all recitals set forth in, and all Exhlblts to thls
Security Instrument are hereby incorporated herein; and _ oo

) Wherever Lender’s judgment, consent, approval or discretion is reqﬁired -
under this Security Instrument or any other Loan Document for any matter or thing or .~
Lender shall have an option, election, or right of determination or any other power to
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* . decide any matter relating to the terms and conditions of this Security Instrument,

*including any right to determine that something is satisfactory or not (“Decision
‘Power?), such Decision Power shall be exercised in the sole and absclute discretion of

" “Lender unless otherwise expressly stated to be reasonably exercised. Such Decision

Pdwe'r:'_and__ each other power granted to Lender upon this Security Instrument or any other

Loan‘Decumeént.may be exercised by Lender or by any authorized agent of Lender
(including any servicer and/or attorney-in-fact), and Borrower hereby expressly agrees to
recognize the exercise of such Decision Power by such authorized agent. Without
limiting the geénerality of the foregoing, any authorized agent of Lender (including any
servicer and/or attomcy—m—fact) is hereby specifically authorized to remove a frustee and
select and appomt a successor trustee.

ARTICLE 21 - MISCELLANEOUS

SECTION 21.1 NO'ORAL CHA‘NGE. This Security Instrument, and any provisions
hereof, including the provisions of this Section, may not be modified, amended, waived,
extended, changed, discharged or termmated orally or by any act or failure to act on the part of
Borrower or Lender, but only by an-agreement in wrltlng signed by the party against whom
enforcement of any modification, amendment, waiver, extension, change, discharge or
termination is sought, and the parties hereby:” (a) expressly agree that it shall not be reasonable
for any of them to rely on any alleged, non-written amendment to this Security Instrument;

(b} irrevocably waive any and all right to enforce any alleged, non-written amendment to this
Security Instrument; and (c) expressly agree that it shall be beyond the scope of authority
(apparent or otherwise) for any of their respective agents to agrce to any non-written
modification of this Security Instrument.

SECTION 21.2 LIABILITY. If Borrower conéists of more than one person, the
obligations and liabilities of each such person hereunder shall be joint and several. Under no
circumstances whatsoever shall Lender have any liability for punitive, special, consequential or
incidental damages in connection with, arising out of, or in any-way related to or under this
Security Instrument or any other Loan Document or in any way related to the transactions
contemplated or any relationship established by this Agreement or any other Loan Document or
any act, omission or event occurring in connection herewith or therewith; and; to the extent not
expressly prohibited by Applicable Laws, Borrower for itself and its Guarantors and.Indemnitors
waives all claims for punitive, special, consequential or incidental damages Lender shall have
no duties or responsibilities except those expressly set forth in this Security. Instrument and the
other Loan Documents. Neither Lender nor any of its officer, directors, employees or agents
shall be liable for any action taken or omitted by them as such hereunder or in cofinéction” '. -
herewith, unless caused by their gross negligence or willful misconduct. This Security =~
Instrument shall be binding upon and inure to the benefit of Borrower and Lender and thmr
respective successors and assigns forever. o

SECTION 21.3 DUPLICATE ORIGINALS; COUNTERPARTS. This Secunty
Instrument may be executed in any number of duphcate originals and each duplicate ongmaf
shall be deemed to be an original. This Security Instrument may be executed in several
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counterparts, cach of which counterpart shall be deemed an original instrument and all of which
together shall constitute a single Security Instrument. The failure of any party hereto to execute
this Security Instrument, or any counterpart hereof, shall not relieve the other signatories from
their obh ganons hereunder

SECTIGN 2i 4 SUBROGATION. If any or all of the proceeds of the Note have been
used to extinguish;.extend or renew any indebtedness heretofore existing against the Property,
then, to the extent of* the funds so used, Lender shall be subrogated to all of the rights, claims,
liens, titles, and interests-existing against the Property heretofore held by, or in favor of, the
holder of such ind'ebtedn'es__s.and”such former rights, claims, liens, titles, and interests, if any, are
not waived but rather are continued in full force and effect in favor of Lender and are merged
with the lien and security interest ¢reated herein as cumulative security for the repayment of the
Debt, the performance and discharge of Borrower’s obligations hereunder, under the Note and
any other Loan Document, and the performance and discharge of the obligations.

SECTION 21.5 ENTIRE AGREEMENT. The Note, this Security Instrument and any
other Loan Document constitute the entire understanding and agreement between Borrower and
Lender with respect to the transactions arising in connection with the Debt and supersede all
prior written or oral understandings and agreements between Borrower and Lender with respect
thereto. Borrower hereby acknowledges-that, except as incorporated in writing in the Note, this
Security Instrument and any other Loan Document, there are not, and were not, and no persons
are or were authorized by Lender to make, any representations, understandings, stipulations,
agreements or promises, oral or written, with respect to the transaction which is the subject of the
Note, this Security Instrument and any other Loan Document

SECTION 21.6 LENDER’S RIGHT TO SUBORDINATE Lender mays, at its election,
subordinate the lien of this Security Instrument and any or all of Lender’s rights, titles or
interests hereunder to any lien, leasehold interest, easement, plat, covenant, restriction,
dedication, encumbrance or other matter affecting the Property or any part thereof by recording a
written declaration of such subordination in the office of the régisteror recorder of deeds or
similar filing officer for the county in which the Land is located. If foreclosure sale occurs
hereunder after the recording of any such declaration, the title received by the purchaser at such
sale shall be subject to the matters specified in such declaration, but such declaration shall not
otherwise affect the validity or terms of this Security Instrument or any other Loan Document or
the priority of any lien or security interest created hereunder or under any. other Loar Document.
Without limitation of the foregoing, Lender shall have the right to unilaterally modify any Loan
Document to refease any lien on any portion of the Property. i

ARTICLE 22 - TRUSTEE PROVISIONS

SECTION 22.1 CONCERNING THE TRUSTEE. Trustee, by acceptance of this -
Security Instrument, covenants to perform and fulfill the trusts herein created and hereby waives
any statutory fee and agrees to accept reasonable compensation, in lieu thereof, for any services .
rendered by Trustee in accordance with the terms hereof. Trustee may resign at any time upop
giving thirty (30) days notice to Bortower and to Lender. Lender may remove Trustee at any

70 IHAR TR

Skaglt Gounty Audltor
2/20/2007 Page 76 of 92 4:01PM




timé ot from time to time and select a successor trustee. In the event of the death, removal,
resignation, refusal to act, or inability to act of Trustee, or in its discretion for any reason

whatsoever Lender may, without notice and without specifying any reason therefor and without
applying to any court, select and appoint a successor trustes, by an instrument recorded wherever
this Security Instrument is recorded and all powers, rights, duties and authority of Trustee, as
aforesaid, shall théreupon become vested in such successor. Such substitute trustee shall not be
required to give bond for the faithful performance of the duties of Trustee hereunder unless
required by Lender.- The procedure provided for in this paragraph for substitution of Trustee
shall be in addition to and not m exclusion of any other provisions for substitution, by law or
otherwise.

SECTION 22.2 TRUSTEE 'S FEES. Borrower shall pay all reasonable costs, fees and
expenses incurred by Trustee and Trustee’s agents and counsel in connection with the
performance by Trustee of Trustge’s dut1es hereunder and all such costs, fees and expenses shall
be secured by this Security Instrument

SECTION 223 CERTAIN RIGHTS W1th the approval of Lender, Trustee shall have
the right to take any and all of the followmg actions: (a) to select, employ, and advise with
counsel (who may be, but need not be, counsel.for Lender) upon any matters arising hereunder,
including the preparation, execution, and mte_r_pretatxon of the Note, this Security Instrument or
any other Loan Document, and shall be fully protected in relying as to legal matters on the
advice of counsel, (b) to execute any of the trusts and powers hereof and to perform any duty
hereunder either directly or through his/her agents or atiomeys, (c) to select and employ, in and
about the execution of his/her duties hereunder, suitable accountants, engineers and other
experts, agents and attomeys-in-fact, either corporate or individual, not regularly in the employ
of Trustee, and (d) any and all other lawful action as Lender may instruct Trustee to take to
protect or enforce Lender’s rights hereunder. Trustee shall.not be personally liable in case of
entry by Trustee, or anyone entering by virtue of the powers herem granted to Trustee, upon the
Property for debts contracted for or liability or damages incurred in the management or operation
of the Property. Trustee shall have the right to rely on any instriiment, document, or signature
authorizing or supporting an action taken or proposed to be taken by T rustee hercunder believed
by Trustee in good faith to be genuine.

SECTION 22.4 PERFECTION OF APPOINTMENT. Should any deed, conveyance, or
instrument of any nature be required from Borrower by any Trustee or substitute trustee to more
fully and certainly vest in and confirm to the Trustee or substitute trustee such estates rights,
powers, and duties, then, upon request by the Trustee or substitute trustee, any and all such
deeds, convevances and instruments shall be made, executed, acknowledged, and dehvered and
shall be caused to be recorded and/or filed by Borrower.

ARTICLE 23 - LOCAL LLAW PROVISIONS

SECTION 23.1 INCONSISTENCIES. In the event of any inconsistencies between'the .~
terms and conditions of this Article 23 and the other provisions of this Security Instrument (other ~ ¢
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t_ha’ﬁ_ffhé;_tenns and provisions of Article 24), the terms and conditions of this Article 23 shall
co-ntr_ol and be "bindin g. :

.SECTION 23 2 DEBT.

(a} ' The following language shall be deleted from the seventh and eighth lines
of Sectlon 2 l(a) “guarantles indemnity agreements (including environmental indemnity

agreements)

(b) The fo!lowmg language shall be added after the word “Lender” in the first
line of Section 2 l(f] “pursuant to any of the Loan Documents.”

(c) The followmg shall be inserted at the end of Section 2.1;

“Notwithstanding anything to'the contrary contained herein or in the Loan Documents,
this Security Instrument shall not secure the following obligations: (i) any obligations of
Borrower evidenced by or anising under or pursuant to any Environmental Indemnity
Agreement executed by Borrower.in‘favor of Lender and (ii) any other obligations in this
Security Instrument or in the Loan Documents to the extent that such other obligations
relate specifically to the presence of the property of Hazardous Substances (as defined in
the Environmental Indemnity Agr'eer-ri_e,nt'(“Environmental Indemnity Agreement”) of
even date herewith from Borrower-and Kirk Johnson and Mike Hubbard to Lender) and
are the same or have the same effect as any of the obligations evidenced by or arising
under the Environmental Indemnity Agreement, (iii) any obligations under any guaranty
(including, without timitation, the obligations of the “Key Principal” under that certain
Key Principal’s Guaranty Agreement executed by Kirk' Johnson and Mike Hubbard (the
“Guaranty™)): (iv) any obligations under any-ifidemnification agreement in favor of
Lender”; or (v) any obligations that would be deemed “Substantial equivalents” of any of
the foregoing excluded obligations for purposes of RCW 61.24.100.

{(d) The following shall be inserted at the end ¢f _:S'éc;'ti'c.m' 2.1 {after the
language inserted pursuant to Section 23.2(c)): “The term “Lioan Documents™ shall not
include the Environmental Indemnity Agreement or the Guaranty '

SECTION 23.3 INCORPORATION BY REFERENCE. Sectlon 3 2 is mochf' ed by
inserting the following at the end thereof: “except for any of the obhgatlons evidenced by or
arising under the Environmental Indemnity Agreement or any other obligations of Borrower
which are intended, by Borrower and Lender, to survive the foreclosure of this S‘ecunty

Instrument.”

SECTION 23.4 RECORDING OF SECURITY INSTRUMENT, ETC. The fo]lowmg is "
added as a second paragraph to Section 7.1: _ o

“With respect to that portion of the Personal Property that constitutes fixtures, it is i
intended that this Security Instrument shall be effective as a financing statement
filed as a fixture filing from the date of its filing in the real property records of the
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" “tounty in which the Property is located. The name of the record owner of the
" Property is the Borrower set forth on page 1 of this Security Instrument.
~ Information concerning the security interests created by this instrument may be
" “obtained from the Lender, as secured party, at its address set forth on page 1 of
this-.-S'é_curity_'I-n_strument. The address of Borrower, as Debtor, is set forth on page
1 of this: Secmity Instrument. This instrument covers goods which are or are to
become ﬁxtures

SECTION 23 5 EVENTS OF DEFAULT. The following is inserted at the end of
Section 10.1{m): “or the occunence of a default under the Environmental Indemnity
Agreement”.

SECTION 23.6 REMEDIES. The following language shall be added at the end of
Section 11.1(b}; “or causethe Trustec to-exercise the Trustee’s power of sale in accordance with
the provisions of this Deed of Trust and the Deed of Trust Act of the State of Washington, RCW
Ch. 61.24, as now existing or hereafter amended.”

SECTION 23.7 ENVIRONMENTAL HAZARDS. Except for the definition of the term
“Environmental Law”, Article 12, whlch mcludes Sections 12.1, 12.2, 12.3 and 12.4, is hereby
deleted. :

SECTION 23.8 INDEMNIFICATION Borrower’s obligations under Section 13.1 shall
not include any of the obligations evidenced by or ansmg under the Environmental Indemnity
Agreement. Section 13.4 s hereby deleted. ;

SECTION 23.9 NON- AGRICULTURAL USE. Borrowér warrants and represents that
the Property is not presently, and will not during the term Of thls Securlty Instrument be, used
principally or at all for agricultural purposes. J

SECTION 23.10 NO SECURED INDEMNIFICATION'OBLIGATION.
Notwithstanding anything to the contrary contained herein or in any.other Loan Document, no
indemnification obligation of Borrower shall be deemed to be secured by th1s Secunty
Instrument. R

SECTION 23.11 ORAL AGREEMENTS. ORAL AGREEMENTS OR ORAL
COMMITMENTS TO LOAN MONEY, EXTEND CREDIT, OR TO FORBEAR FROM
ENFORCING REPAYMENT OF A DEBT ARE NOT ENFORCEABLE UNDER L
WASHINGTON LAW. _

ARTICLE 24 - ADDITIONAL OR SPECIAL PROVISIONS OR MODIFICATioﬁs e

SECTION 24.1 INCONSISTENCIES. In the event of any inconsistencies between. the )
terms and conditions of this Article 24 and the other provisions of this Security Instrument; the o
terms and conditions of this Article 24 shall control and be binding,
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~SECTION 24.2 TAX IMPOUND ACCOUNT. So long as the Property (including the
Improvements located thereon) are exempt from taxation, the Impound Account for Taxes shall
be suspended If the Land and Improvements, at any time, become subject to taxation in any
mannet, the provisions of Section 3.5 regarding the Impound Account for Taxes shall be
reinstated and Borrower shall pay to Lender the Monthly Tax Impound.

Borrower acknowledges that unless and until the Property, after becoming subject to
taxation, is assessed as one or more wholly independent tax parcels or lots separate from any
tand or other property that is riot the Property, the Impound Account will include such amounts
necessary to pay both the taxes for the Property and all taxes, assessments, governmental
impositions and other charges levied, assessed or imposed against all property included in the tax
parcel or lot with any portion of the Property. This requirement will continue until Lender has
been provided satisfactory. evidence that the tax parcel identification number assigned to the
Property no longer mcludes__any prope_rty other than the Property.

SECTION 24.3 BOOKS_;AN‘D:RECORDS. The following is inserted as a new Section
3.11(6): ot

“(f)y  Not later than each June I and Deoember 1 during the term of the Note,
Borrower shall deliver to Lender 4 calculation of the Annual Base Rent and
Participation Rent due under Section 3.1 and Section 3.2 of the Ground Lease.”

SECTION 24.4 RESTORATION AFTER CASUALTY/CONDEMNATION. The
second line of section 4.4(b) is hereby modified by msertlng the followmg after “‘provisions™
“of the Ground Lease and of the™.

SECTION 24.5 LEASES. Section 5.10(k) is h’ereby nodified by inserting the following
at the end thereof: “except the Leases for space in the Improvements between Ground Lessor
and Borrower containing deal points concerning rlghts of ﬁrst refusal and purchase options
concerning membership interests in Borrower,” o

SECTION 24.6 NO SALEIENCUMBRANCE/CHANGEQOF OWNERSHIP WITHOUT
CONSENT. The ninth line of Section 8.1(c) is hereby modified by inserting the following after
purposes” «, and (ii1) to Ground Lessor in accordance with the prowsmns inrthe Leases for
space in the Improvements between Ground Lessor and Borrower”. :

SECTION 24.7 TRANSFER FEE. Section 8.2(vi) 13 hereby deIetéd and _the: 'fol_lowing
substituted therefor: “(vi) Borrower remits to Lender a fee (“Transfer Fee™) in the amount of
either (a) for the first such waiver of a Prohibited Transfer, one half of one percent'(. 50%) of the
outstanding balance of the Debt as of the date of such transfer; or (b) for all subseguent waivers"
of a Prohibited Transfer, one percent (1%) of the outstanding balance of the Debt as of the date
such transfer is consummated;” =

SECTION 24.8 RIGHT OF ENTRY. Section 11.10 is hereby modified by inserting:the s
following at the beginning thereof: “Subject to the rights of tenant’s under Leases, and subjectto
any applicable federal or state patient confidentiality laws, rules, regulations or requirements,”.
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+ SECTION 24.9 LENDER’S RIGHTS. The sixth line of Section 12.4 is hereby modified
by inSe'ﬁing the following after “reasonable times™ “(subject to the rights of tenant’s under
Leases, and subject to any applicable federal or state patient confidentiality laws, rules,
regulations- or requrrements)

The tweiﬁh...hne of Section 12.4 is hereby modified by inserting the following after
“Property”: “and not disturb the quiet enjoyment of tenants under Leases or violate applicable
federal or state patient conﬁ'dentiality laws, rules, regulations or requirements.”.

SECTION 24.10 CHOICE OF LAW/JURISDICTION AND VENUE. Section 17.1 is
modified in its entirety to read as folEows

This Security Instrument-._shall_be_governed, construed, applied and enforced in
accordance with the laws of the state where the Land is located without regard to the
conflicts of law provisions.thereof (*Governing State™). Borrower and Lender each
hereby consents to personal jurisdiction in the Governing State. JURISDICTION AND
VENUE OF ANY ACTION BROUGHT TO ENFORCE THIS SECURITY
INSTRUMENT OR ANY OTHER'LOAN DOCUMENT OR ANY ACTION
RELATING TO THE LOAN OR THE RELATIONSHIPS CREATED BY OR UNDER
THE LOAN DOCUMENTS (“ACTION) SHALL BE IN (AND IF ANY ACTION IS
ORIGINALLY BROUGHT IN ANOTHER VENUE, THE ACTION SHALL BE
TRANSFERRED TO) A STATE OR FEDERAL COURT OF APPROPRIATE
JURISDICTION LOCATED IN THE GOVERNING STATE. BORROWER AND
LENDER EACH HEREBY CONSENTS AND SUBMITS TO THE PERSONAL
JURISDICTION QF THE STATE COURTS OF THE-GOVERNING STATE AND OF
FEDERAL COURTS LOCATED IN THE GOVERNING STATE IN CONNECTION
WITH ANY ACTION AND HEREBY WAIVES ANY AND ALL PERSONAL
RIGHTS UNDER THE LAWS OF ANY OTHER STATE TO OBIECT TO
JURISDICTION WITHIN SUCH GOVERNING STATE FOR PURPOSES OF ANY
ACTION. Borrower and Lender each hereby waives and agrees not to assert, as a
defense to any Action or a motion to transfer venue of any Action, (i)" any claim that it is
not sub;ect to such jurisdiction, (ii) any claim that any Action may not-be brought against
it or is not maintainable in those courts or that this Security Instroment may not be
enforced in or by those courts, or that it is exempt or immune frotm execution, (iii) that
the Action is brought in an inconvenient forum, or (iv) that the venue for the ACthl’] 18 in
any way improper. S e

SECTION 24.9 SECONDARY MARKET TRANSACTIONS. Section 18 2 is hereby s
deleted and the following is substituted therefor: “

SECTION 18.2 SECONDARY MARKET TRANSACTIONS.
Lender shall have the right to engage in one or more Secondary Market
Transactions (as hereinafter detined) with respect to the Loan, and to
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... structure and restructure all of the Loan as a wraparound loan, or for
- inclusion in a “real estate mortgage investment conduit” (a “REMIC”)
‘within the meaning of Section 860D of the Internal Revenue Code of
.+ 1986, as amended, or other Securitization. Without limitation, Lender
- shall have the right to engage in Secondary Market Transactions with
. respect to all of the indebtedness and loan documentation. Borrower
~ acknowledges that it is the intention of the parties that all of the Loan will
be securitized and that all of the Loan will be rated by one or more Rating
Agenmes Borrower further acknowledges that additional structural
modifications may be required to satisfy issues raised by any Rating
Agencies. ‘As-used herein, “Secondary Market Transaction™ means any
of (a) the sale, ass1gnment or other transfer of all of the Debt or the Loan
Documents or any interest therein to one or more Investors, (b) the sale,
assignment, ot. other transfer of one or more participation interests in the
Debt or Loan Documents to one or more Investors, (c) the transfer or
deposit of all of the__Debt or.Loan Documents to or with one or more trusts
or other entities which may gell certificates or other instruments to
Investors evidencing an ownership interest in the assets of such trust or the
right to receive income or proceeds therefrom or (d) any other
Securitization backed in whole or in part by the Loan or any interest
therein.

SECTION 24.10 SEVERANCE. Section 8.5 is hereby deleted.
ARTICLE 25 - LEASEHOLD DEED OF TRUST PROVISIONS

SECTION 25.1 RECOGNITION OF BORROWER’S LEASEHOLD OWNERSHIP IN
THE PROPERTY; OTHER CONSISTENT MODIFICATIONS DEEMED MADE.
Notwithstanding anything to the contrary in this Security Instrument; it is recognized and agreed
by Lender that Borrower owns the Leasehold Estate in the Land: “In-the event of any
inconsistencies between the terms and conditions of this ARTICLE 25 and the other provisions
of this Security Instrument (except ARTICLE 24, the terms and cond1t1ons of thlS ARTICLE 25
shall control and be binding. .

SECTION 25.2 GROUND LEASE COVENANTS. With respect to the Ground Lease
and Leaschold Estate, Borrower hereby represents and warrants to and covenants w1th Lender as
follows:

1. The Ground Lease is in full force and effect and unmod;ﬁed and- Borrowar
has good and valid title to the Leasehold Estate; :

2. All rents (including additional rents and other charges) payable ﬁndcr__ the-
Ground Lease have been paid to the extent such rents were due and - -
payable prior to the date hereof;
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No event has occurred which, with the passage of time, the giving of
notice, or both, would result in a default or an event of defaulf under the
provisions of the Ground Lease or in the performance of any of the terms,
covenants, conditions or warranties thereof on the part of the tenant or, to

o, “the best of Borrower’s knowledge, Ground Lessor to be observed and

performed;

- Borrower shall at all times promptly and faithfully pay all rents and other
: 'charg'es set forth in the Ground Lease and keep and perform all the

covenants and conditions contained in the Ground Lease to be kept and
performed by the tenant thereunder and in all respects conform to and
comply, with the terms and conditions of the Ground Lease. Borrower
further covenants that it shall not do or permit anything to be done, the
doing of. which’ .of refrain from doing anything, the omission of which,
shall impair or tend to impair the security of this Security Instrument or
shall be grounds for-declaring a forfeiture of the Ground Lease. Borrower
shall furnish'io Lender, upon demand, proof of payment of all items which
are required to be pa1d by the tenant under the Ground Lease,

Borrower shall not modify extend or in any way alter the terms of the
Ground Lease or cancel or surrender the Ground Lease, or waive, execute,
candone or in any way rélease or discharge Ground Lessor thereunder of
or from the obligations, covenants, conditions and agreements by Lessor
to be done and performed, or exercise any option to or otherwise purchase
the Land demised by the Ground Lease or any part thereof. Borrower
does by these presents expressly release; relinquish and surrender unto
Lender all of Borrower’s right, power and authority to cancel, surrender,
amend, modify or alter in any way the terms and provisions of the Ground
Lease or to exercise any purchase rights unider the Ground Lease, in each
case without Lender’s prior written consent, and any attempt to exercise
any such right without the prior written consent of Lender shall be void ab
initio and of no force and effect, :

Borrower shall give Lender prompt notice of any default by Ground

Lessor under the Ground Lease or of the receipt by Borrower of any notice
of default from Ground Lessor under the Ground Lease. Borrowet shall
permit Lender or its representative (subject to the rights of tenants under
Leases) to make investigation or examination concerning the performance
by Borrower of its covenants under the Ground Lease. Borrower shall
promptly deposit with Lender an exact copy of any notice, .
communication, plan, specification, petition, complaint, pleading. ar other
instrument or document received or given by Borrower that in any way ~
relates to or affects the Ground Lease or which may materially adversely
affect the Leasehold Estate or the Land demised by the Ground Lease; " .
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Except as expressly permitted in the Assignment of Leases and Rents of
even date between Borrower and Lender, Borrower shall not sublet or
. assign all or any portion of the Leasehold Estate without Lender’s prior

“ written consent. Borrower shall cause each sublease or license hereafter
granted in respect of the Leasehold Estate to contain a clause whereby the
sublessee or licensee thereunder agrees that, upon the occurrence of an

- Bvent of Default under this Security Instrument, such sublessee or licensee
“ghall attorn to or become the tenant or licensee of Lender or any purchaser

of the Leasehold Estate in the event of a sale thereof pursuant to
foreclosure proceedings or otherwise, for the then unexpired balance of
the'term and. upon all of the terms and conditions of, such sublease or
licerisg, at the election of Lender. Upon demand of Lender, Borrower
agrees-to cause such sublessee or licensee to execute and deliver to Lender
a non- dxsturbance agreement in form and substance reasonably
satisfactory to'Lender; and

If Borrower fails te-fully perform and comply with all agreements,
covenants, terms and conditions imposed upon or assumed by Borrower as
the tenant under the Ground Lease, Lender may (but shall not be obligated
to) take any action Lender deems necessary or desirable to prevent or to
cure any default by Borrower in the performance of or compliance with
any of tenant’s covenants or obligations under the Ground Lease. Upon
receipt by Lender of any written riotice of default by Borrower as tenant
under the Ground Lease, Lender may rely thereon and take any action to
cure such default even though the existence of such default or the nature
thereof may be questioned or denied by Borrower or by any party on its
behalf. Borrower hereby expressly grants to Lender, and agrees that
Lender shall have, the absolute and itmediate right, subject to the rights
of tenants, to enter in and upon the premisés demised by the Ground Lease
or any part thereof to such extent and as oftenas Lender in its sole
discretion deems necessary or desirable in order to prevent or to cure any
such default or alleged default. Lender may pay and expend such sums of
money as Lender in 1ts sole discretion deems necessary or desirable for
such purpose, and Borrower hereby agrees to pay to Lender, immediately
and without demand, all such sums so paid and expended by Lender,
together with interest thereon, from the date of each such-paymient at the
Default Rate (as defined in the Note). All sums so paid and-expended by
Lender and the interest that accrues thereon shall be added to, 'Eind_fs-ebu_red-
by the licn of, this Security Instrument, For the purpose of curing any .
such default, Lender may (but shall be under no obligation to) do'any act

or execute any document in the name of Borrower or as its attomey—m~
fact, as well as in the name of Lender. Borrower hercby irrevocably .. -
appoints Lender its true and lawful attorney-in-fact, such power being =~ '
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coupled with an interest, in its name or otherwise to do any and all acts
and to execute any and all documents which may be necessary or in the
opinion of Lender desirable to preserve any rights of Lender in, to or
. under the Ground Lease, or any Lease thereunder including the right to
... - effectuate a renewal of the Ground Lease and to exercise any purchase
*_Option or right of termination thereunder or to preserve any rights of
. Borrower whatsoever in respect of any part of the premises demised by the
- Grotind Lease.

SECTION 25.3 ‘SUBORDINATION. [Reserved.]

SECTION 25.4 NOMERGER. There shall be no merger of this Security Instrament or
any other instrument securing the Note with the fee estate of the premises demised by the
Ground Lease by reason of the fact that the same party holds or acquires, directly or indirectly,
the Note secured hereby, this Secunty Instrument or any other instrument securing the Note and
is simultaneously the owner of the fee estate of the Land demised by the Ground Lease, or
thereafter acquires the fee estate of the Land'demised by the Ground Lease, or by reason of the
fact that the same party may hold or acquire, directly or indirectly, the fee estate of the premises
demised by the Ground Lease and at the same time be the owner and holder of the Note, this
Security Instrument or any other instruments securing the Note or thereafter acquire the Note,
this Security Instrument or any other instrument securing the Note. Without limiting the
foregoing provisions, there shall be no merger of the Ground Lease or of the Leasehold Estate
with the fee estate in the premises demised by the Ground Lease unless and until all persons then
having an interest in such fee estate and all persons, including Lender, then having an interest in
the Ground Leasc, the Leaschold Estate, and the Improve*nents shaI' join in a written instrument
effecting such merger and shall duly record the same:. - .

SECTION 25.5 BANKRUPTCY RIGHTS AND REMEDIES. The lien of this Security
instrument attaches to alt of Borrower’s rights and remedies 4t any time arising under or
pursuant to Section 365 of the Bankruptcy Code, including, without limitation, all of Borrower’s
rights to remain in possession of the Property, and the following rights: '

1. If the Ground Lease is rejected or disaffirmed by Ground Lessor pursuant
to Section 365(a) of the Bankruptcy Code, Borrower covenants that it shall
not elect to treat the Ground Lease as tenmninated under Section 365(h) of
the Bankruptcy Code, and hereby assigns to Lender the sole and exclusive
right to make or refrain from making such election. If Ground Léssor,
rejects or disaffirms the Ground Lease pursuant to the Bankruptcy Code
and Lender elects to have Borrower remain in possession undes any legal .
right Borrower may have to occupy the premises leased pursuantto the . "
Ground Lease, then (i) Borrower shall remain in such possession-and shall .-
perform all acts necessary for Borrower to retain its right to remain in such -
possession for the unexpired term of the Ground Lease (including all._ - .
renewals thereot), whether such acts are required under the then existing -~
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terms and provisions of the Ground Lease or otherwise and (it} all of the
terms and provisions of this Security Instrument and the lien created
thereby shall remain in full force and effect and shall be extended

- automatically to such possession, occupancy, and interest of Borrower.

If, pursuant to Subsection 365(h)(I)(B) of the Bankruptcy Code, Borrower
< seeks to offset against the rent reserved in the Ground Lease the amount of
- any-damages caused by the non-performance by Ground Lessor under the
. Bankruptcy Code, Borrower shall, prior to effecting such offset, notify
Leénder of its intent so to do, setting forth the amount proposed fo be so
offset; and in the event of an objection thereto by Lender, Borrower shall
not effect 4fiy offset of the amount so objected to by Lender. If Lender
has failed to object as aforesaid within twenty (20) days after notice from
Borrower in accordance with the first sentence of this paragraph,
Borrower may proceed to effect such offset in the amounts set forth in
Borrower’s miotice. Neither the failure to object as aforesaid nor any
objection or'other communication between Lender and Borrower relating
to such offset shali-constitute an approval of any such offset by Lender.
Borrower shall indemnify and save Lender harmless from and against any
and all claims, defnands; actions, suits, proceedings, damages, losses, costs
and EXPENSES of every nature whatsoever (including reasonable attomeys’
fees) arising from or relating to any offset by Borrower against the rent
reserved in the Ground Leasc =

Borrower hereby unconditiona'ily assigns, transfers and sets over to Lender
all of Borrower’s claims and rights to the payment of damages arising

from any rejection by Ground Lessor of the Ground Lease under the
Bankruptcy Code. Lender shall have the right to proceed in its own name
or in the name of Borrower in respect of any. claim; suit, action or
proceeding relating to the rejection of the Ground Lease, including,
without limitation, the right to file and prosecute, to the exclusion of
Borrower, any proofs of claim, complaints, motions, applications, notices
and other documents, in any case in respect of Ground Lessor under the
Bankruptcy Code. This assignment constitutes a present, 1rrevocab!e and
unconditional assignment of the foregoing claims, rights and remedies,

and shall continue in effect until all of the Debt shall have been satisfied
and discharged in full. Any amounts received by Lender-asdamages -
arising out of the rejection of the Ground Lease as aforesaid shall be -~
applied first to all costs and expenses of Lender (including reasc)nable,
attorneys’ fees) incurred in connection with the exercise of anyof its

rights or remedies under this paragraph with the remainder either delwered
to Borrower or applied to the Debt in Lender’s sole discretion. If Lender”
shall so apply the remainder to the Debt, no Prepayment Consideration -~
shall be payable solely in connection with such application; provided, *..~
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however, that notwithstanding the foregoing, if an Event of Default is

existing as of the date of the rejection, or an event has occurred as of the

date of the rejection that with notice and/or the passage of time, or both,

. would constitute an Event of Default hereunder, then any of the remainder

-_-applied to the Debt shall be subject to the Prepayment Consideration (as
defined in the Note) computed in accordance with the terms of the Note .

~~If-any action, proceeding, motion or notice shall be commenced or filed in
_réspectof the Ground Lease or the Property in connection with any case
under the Bankruptcy Code, the subject of which is Ground Lessor,
Borrower shall take all action reasonably necessary or appropriate in
connection with such litigation in order to protect Borrower’s and
Lender’s interest in the Ground Lease or the Property. If Borrower fails to
take such action, Lender shall have the option, to the exclusion of
Borrower, to conduct and control any such litigation and Borrower agrees
to execute any and all powers, authorizations, consents or other documents
required by Lerider in‘connection therewith. Borrower shall, upon
demand, payto Lender all costs and expenses (including reasonable
attorneys’ fees) paidior incurred by Lender in connection with the
prosecution or conduct of any such proceedings. Any such costs or
expenses not paid by Borrower as aforesaid shall be secured by the lien of
this Borrower and shal] be added to the principal amount of the Debi.
Borrower shall not commence any actlon suit, proceeding or case, or file
any application or make any motion, in tespect of the Ground Lease in any
such case under the Bankruptcy Code Without the prior writen consent of
Lender. _

Borrower shall promptly, after obtaining knowledge thereof, notify Lender
orally of any filing by or against Ground. Lessor in the Ground Lease or
Borrower of a petition under the Bankruptcy Code.- Borrower shall
thereafter forthwith give written notice of such filing to-Lender, setting
forth any information available to Borrower as to the date of such filing,
the court in which such petition was filed and the relief sought therein.
Borrower shall promptly deliver to Lender, following receipt;any and all
notices, summons, pleadings, applications and other documents reccived
by Borrower in connection with any such petition and any proceedmgs
relating thereto. c

If there shall be filed by or against Borrower a petition under the

Bankruptcy Code, and Borrower, as tenant under the Ground Lease, shail
determine to reject the Ground Lease pursuant to Section 365(a) of the ~. )
Bankruptcy Code, Borrower shall give Lender not less than twenty. (20) =
days’ prior notice of the date on which Borrower shall apply to the
bankruptcy court for authority to reject the Ground Lease. In the
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alternative should Borrower determine not to assume the Ground Lease
pursuant to Section 365(a) of the Bankruptcy Code, Borrower shall give
Lender written notice thereof not less than twenty (20) days before the
Ground Lease shall be deemed rejected under Section 365(d)}(4) of the

o .. Bankruptcy Code. Lender shall have the right, but not the obligation, to

serve upon Borrower within such twenty (20) day period a notice stating
. that (i) Lender demands that Borrower assume and assign the Ground
_"Lease to Lender pursuant to Section 365 of the Bankruptcy Code and (ii)
~“Lender covenants to cure or provide adequate assurance of prompt cure of
all"defaults and provide adequate assurance of future performance under
the Ground Lease. If Lender serves upon Borrower the notice described in
the preceding sentence, Borrower shall not seek to reject the Ground Lease
and shall assume and assign the Ground Lease to Lender prior to the date
it would be deémed rejected pursuant to Section 365(d)(4) of the
Bankruptcy Code, subject to the performance by Lender of the covenant
set forth in clause (i} of the preceding sentence.

Effective upon the-entry of an order for relief in respect of Borrower under
Chapter 7 of the Bankruptcy Code, Borrower hereby assigns and transfers
to Lender a non-exclusivé right to apply to the bankruptcy court under
Subsection 365(d)(1) of the Bankruptcy Code for an order extending the
period during which the Ground Lease may be rejected or assumed.

All references to particular sections or subsections of the Bankruptcy Code
shall be deemed to include any and all successor or replacement sections
or subsections thereto. e

SECTION 25.6 EVENTS OF DEFAULT. Sectlon 10 tis amended by adding the

Borrower shall default in the payment of any a‘mounté under the Ground

[.ease when due, or shall default in the performance of any covenant or agreement to be
performed by the tenant under the Ground Lease beyond the apphcable notlce and cure
period, if any, set forth therein. ; A

SECTION 25.7 CONDEMNATION AWARDS AND/OR CASUALTY'PRO‘CEEDS
In the event of the condemnation or destruction of all or any portion of the Leaschold Estate, the
provisions of this Security Instrument shall supersede the Ground Lease with respect to the
payment and disposition of any applicable condemnation or insurance proceeds. :

SECTION 25.8 INCONSISTENCIES. In the event of any inconsistencies betw'een'thg, "
terms and conditions of this Security Instrument and the terms and conditions of the Ground,
Lease, the terms and conditions of this Security Instrument shall control and be binding.
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" IN.WITNESS WHEREOF, THIS SECURITY INSTRUMENT has been executed by
Borrower the day and year first above written.

Borrower: < MYV INVESTORS LLC, a Washington
e limited liability company

By: Capstone Partners NW, LL.C, a
Washington limited liability company,
its Manager

By: CBIL Group, LLC, a
Washington limited liability
company, Authorized Member

. \Michael K; Hubbard,
o _Authorized\Mgm er
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STATE OF WAS Wibe oy
5 i ss.

COUNTY OF _E1Nb6 )

On this ﬂmay-of February, 2007, before me, Ar\ﬁms..: r& "Ba e ”" , 4 Notary
Public in and for said stafe, personally appeared Kirk A. Johnson, who being by me duly swom
did say that he is the Sole member of CBIL Group, LLC, a Washington limited hability
company, the authorized-member of Capstone Partners NW, LLC, a Washington limited liability
company, the managing member.of MV INVESTORS LLC, a Washington limited liability
company, and that the within instrurhent was signed and sealed in behalf of said limited liability
company by authority of its members, and acknowledged said instrument to be the free act and
deed of said limited liability company for the purposes therein stated.

IN WITNESS WHEREOF, Fhave hereunto set my hand and affixed my official seal, the

day and year last above written. .7 S @ @

"NO'tziry Public in and for Said County and State

(Type, p;int"br__'_stamp the Notary's name below
his or her signature}

My Commission Expires: g

-7 -02 s

-
it C)
-------
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STATE OF tr’A‘Sl'“bb o )
) ss.
COUNTY OF t W

On thlS l 'TJL-day of February, 2007, before me, Afdm rE Roaanu , a Notary
Public in and" for said state, personally appeared Michael K. Hubbard, who being by me duly
sworn did say that he is the authorized member of Capstone Partners NW, LLC, a Washington
limited liability compé'ny'," the managing member of MV INVESTORS LLC, a Washington

timited liability company, and that the within instrument was signed and sealed in behalf of said
limited liability company by authorlty of its members, and acknowledged said instrument to be
the free act and deed of. sald hmlted l1ab111ty company for the purposes therein stated.

IN WITNESS WHEREOF IhaVe hereu et my hand and affixed my official seal, the
day and year last above wmten

o _Notary Publlc in a.nd for Said County and State

| Am&m (B ~'])>03K-Ud

':(Type, print or stamp the Notary's name below
", hi_s or her signature)

My Commission Expires: “‘E;“é;:g hy
ey ]
I~ -0 .4‘“& SSi0N &N
7 F Q ,_,;5 54" ),l\‘ %
. O -". : :
This Instrument Prepared By: ) Py Z Ké"
"l G s
Patricta Brown 'u.f OF wp‘gw\l,:f

POLSINELLI SHALTON FLANIGAN SUELTHAUS ““\\“““
700 W. 47th Street, Suite 1000 L
Kansas City, Missouri 64112

(816) 753-1000

FAX (816)753-1536
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EXHIBIT A
{Description of Land)

A'LL“ of .th’z__i't-certain lot, piece or parcel of land, with the buildings and improvements
thereon, situate, lying and being

Parcel 1:
The West Half of the trécks_de_écﬁbed as follows:

That portion of Lot 4 lying West-of the West line of 13th Street, as conveyed to the City of
Mount Vernon by deeds recotded October 28, 1955 and May 21, 1956, under Auditor’s File Nos.
526414 and 536375, respectively, and all of Lots 5-8, inclusive in “DALE & SHEA’S
ADDITION TO THE CITY OF MT. YERNON,” as per plat recorded in Volume 3 of Plats, page
68, records of Skagit County, Washington. ...

Parcel 2:
The East half of the tracks described as de:llo'\'%._f.é:" '

That portion of Lot 4 lying West of the West Jine of 13" Street, as conveyed to the City of Mount
Veron by deeds recorded October 28, 1955 and M-a'y 21, 1956, under Auditor’s File Nos.
526414 and 536375, respectively, and all of Lots*'5-8,: inclusive in “DALE & SHEA’S
ADDITION TO THE CITY OF MT. VERNON,” as per plat recorded in Volume 3 of Plats, page
68, records of Skagit County, Washington. . o

Parcel 3:

Those portions of vacated East Montgomery Street as described in those Czty of Mount Vernon
Ordinance Nos. 3333 and 3310 as recorded on September 7, 2006 and January 9, 2006, under
Auditor’s File Nos. 200609070012 and 200601090167, records of Skag1t County, Washington.

Parcel 4:

The North 72.00 feet of the East 187 feet of the West 202.00 feet of Lots 11 through 13 in
“DALE AND SHEA’S ADDITION TO THE CITY OF MT. VERNON,” as per, plat recorded in
Volume 3 of Plats, page 68, records of Skagit County, Washington. .

All situate in the City of Mount Vernon, County of Skagit, State of Washington.
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