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'Rf_egulatory Agreement for
- Mul_tif_amily Housing Projects

U.S. Department of Housing
And Urban Development
Office of Housing

Federai Housing Commissioner

'Under Sectlons 207, 220, 221(d){4), 231 and 232, Except Nonprofits

Project MNinber Mortgagee
127-22045 CWCapital LL.C
Amount of Mongacre ‘\Iotc: . Date
$7,881,300.00_ _ As of April 24, 2007
Mortgage RcC'(',rd.cd Sate Washingtnn County Skagirt Date (S)rigfnally endorsed for insurance tnder
S ection
. Bmk— Foge~ AprilM”Zi)ﬂ'T 232, pursuant to Section 223(f) of the
O oY }é_g_ o Q 1 National Housing Act, as amended.

This Agrecment enteted into as of this 24" day of April, 2007 between HYATTCENTERS-ANACORTES, LLC, a Washington
Vimited lability company whosg dddréss. 55102 Scenie Drive, Yakima Washington 98908 their its successors, heirs, and assigns
{jointly and severally, hereinafier reférred to as Owners) and the undersigned Secretary of Housing and Urban Devclopment and his

successors (hereinafter referred to ag Sceretary). ™.

In consideration of the endorsement for insuranée by Tﬁp Sécrctary
of the above described nole or in consideration "df the consent of
the Secretary to the transfer of the morlgaged ‘préperly-or” the Sale.
and conveyance of the mortgaged property by the’ Sccretarv and in
order to comply with the requirements of the National Housmg

Act, as amended, and the Regulations adopted by the Secretary. <~
pursuant thereto, Owners agree for themselves, ther supbess@"rs_‘.,

heirs and assigns, that in connection with the mortgaged pr_ppﬁdj*
and the project operated thereon and so long as the contract of
mortgage insurance continues in effect, and during such further’
period of time as the Secretary shall be the owner, holder or
reinsurer of the mortgage, or during any time the Secretary is
obligated to insure a mortgage on the mortgaged property:

1. Owners, except as limited by patagraph 17 hercof, assume
and agree to make promptly all payments due under the note and
mortgage,

2. Ownery shall establish or comlinue to mainiain a reserve
fund for replacements by the allocation to such reserve fund in a
separate account with the moertgagee or in a safe and responsible
depository desigaated by the morigagee. concurremtly with the
beginning of payments towards amortization of the principal of the
mortgage insured or held by the Secretary of an amount equal to
$5,716.67 per month unless a different date or amount is approved
in wriiing by the Secretary, The amount of the monthly deposit
shall be subject to change every ten (10) years to equal the
amount required by the Secretary based upon an evaiuation
imade or approved by the Secretary. In addition, Owners shall
make an initial deposit in the amount of $181.479.00 for realty
and non-realty items, to establish such reserve fund for
replacements.

Such fund, whether in the form of a cash deposit or invested in
obligations of, ar fully guaranteed as to principal by, the United
States of America shall at all times be under the control of the
mortgagee. Disbursements from such fund, whether for the pur-
pose of effecting replacerent of structural elements and mechani-
cal equipment of the project or for any ather purpose, may be made
only after receiving the consent in writing of the Secretary. In the

cvent that the owner is unable to make a mortgage note payment
on the due date and that payment cannol be made prior to the due
day of the next such installment or when the mortgagee has agreed
to fargo making an election to assign the mortgage to the Secretary
based on a monetary default, or to withdraw an election already
made, the Secretary is authorized to instruct the mortgagee to
withdeaw funds from the reserve fund for replacements to be
applied to the mortgape payment in order to prevent or cure the
defauit. In addition, in the evenl of a defaull in the terms of the
mortgage, pursuant to which the loan has been accelerated, the
Sgeretary may apply or authorize the application of the balance in
-“such Tund to the amount due on the mortgage debt as accelerated.

(b} Whert Owners are acquiring a project already subject to an

" insured mopngage, the reserve fund for replacemerits to be estab-
.l'islied_.w'i']_]_ he"equ.al to the amount due 10 be in such fund under
exi.sljng'aﬂrecm&.&ts or charler provisions at the time Owners
dcqutrc such prmect ‘and payments hereunder shall hegin with the
first payment-dug-on the mortgage after acquisition, unless some
other methiod of _réstdbhshtng and maintaining the fund is approved
in writing by the Sgtcretary, -

3. Real propetty covered bﬁ the mortgage and this agreetieent is
described in Schedule Exhubit A attached hereto.

(This paragraph 4 is not: apphcablc to cases msured under Section
232} : .

med—uﬂdeéeeﬂeﬂ%%[eﬁnm%&hﬁe%ommercnal
facilities shall be remted for such use and upon such 1emls s
apprmed by the Secrctary.

Replaces FHA-2466 which may be used until supply exhausted
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5. {(a) If the mortgage is originally a Secretary-held purghiase”
money morigage, or is originally endorsed for insurance undec:any,
Section other than Sections 231 or 232 and is not dcsign'ed_ :
primarily for occupancy by elderly persons, Owners shall not in’

selecting tenants discriminate against any person or persons by
reason of the fact that there are children in the family.

(b) If the mortgage is originally endorsed for inswrance upder
Section 221, Owners shall in selecting tenants give to displaced
persons or families an absolute preference or priority of occupancy
which shall be accomplished as follows:

N For a period of sixty (60) days from the date of original
offering, nnless a shorter period of time is approved in writing by
the Secretary, all units shall be held for such preferred applicants,
after which time any remaining unrented units may be rented to
non-preferred applicants;

(2} Thereafter, and on a continuing basis, such preferred
applicants shall be given preference over nonpreferred applicants
in their placement on a waiting list to be maintained by the
Owners; and

®» Through such further provisions agreed to in writing by
the parties.

(c) Without the prior written approval of the Secretary not miore
than 25% of the number of units in a project insured under Section
231 shall be occupied by persons other than elderly persons,

(d) All advertising or efforts fo rent » project insured under
Section 231 shall reflect a bona fide effort of the Owuers to obtain
occupancy by elderly persons.

6. Owners shall not withowt the prior written approval of the
Secretary:

(a) Convey, rransfer, or encumber any of the mortgaged property,
or permit the conveyance, transfer or encumbrance of such

property.

(b) Assign, transfer, dispose of, or encumber any personal
property of the project, including rents, or pay out any funds
except from surplus cash, except for reasonable operating expenses
and necessary repairs.

(¢) Convey, assign, or transfer any beneficial interest in any trust
holding title to the property, or the interest of any general partnier
in a partmership owning the property, or any right to manage or
receive the reats and profits from the miortgaged property.

(d) Remodel, add to, reconstruct, or demolish any part of the
mortgaged property or subtract from any real or personal property
of the project. ‘

(e} Make, or receive and retain, any distribution of assets or any
income of any kind of the project except surplus cash and except

on the following conditions:

(1} Al distributions shal} be made only as of and after the

_-¢nd of a"seiniannual or annual fiscal peried, and only as permitted
" by the law of the applicable jurisdiction;

"‘--(2) No-distribution shall be made from borrowed funds,

prior to the, cotripletion of the project or when there is any default
under thig'Agreemerit or under the note or mortgage,

) .'An-y distrib:_utinn-of apy funds of the project, which the
party receiviiig 'su(_;h'fu_nd-s is not entitled to retain hereunder, shall
be held in trust separate and apart from any other funds; and

{4) There shall have bee::_]-compliance with all outstanding
notices of requirements for proper-maintenance of the project.

(f) Engage, except for natﬁ_ga[ pe__rso"ris, in any other business or
activity, including the operation” of-any other rental project, or
incur any liability or obligation tiot in connection with the project.

(g} Require, as a condition of the octupancy or-leasing of any
unit in the project, any consideration or -'dtj}iﬁs:il- bih_e_t- than the
prepayment of the first month’s rent plas-a security-deposit in an
amount not in excess of one month’s Tent o piarantes: the
performance of the covenants of the lease. Any fiinds.collected as
security deposits shall be kept separate and apart. from-all ofbr®
funds of the project in a trst account the amount of which shﬁ_ll;at
all times equal or exceed the aggregate of all outstanding
obligations under said account, o e

Replaces FHA-2466 which may be used until supply exhausted
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_€h).-Permit the-use of the dwelling accommeodations or nursing

and b('iar{ling__ho'me facilities of the project for any purpose except
the us¢-Wwhich was.originally intended, or permit commercial use
greater than that originally approved by the Secretary.

7. Owners  shall * maintain  the morngaged premises,
accommodahons and _the .gfounds and equipment appurtenant
thereto, in good-repair and condmon In the event all or any of the
buildings covered by the:mortgage shall be destroyed or dsmaged
by fire or other casualty, the money derived from any insurance cn
the propetty shall be app]xed m accordancc with the terms of the
moTigage. &

8. Owners shall not file any pc'titi"on i bankruptey or for a
receiver ot in insolvency or for renrgamzauon or composition, or
make any assignment for the benefit of creditors or ta a trustee for
creditors, of permit an adjudication m__ban_kruptcy or_the taking
possession of the mortgaged property: o any part thereof by a
receiver or the seizure and sale of the mortgaged propeny or any
part thereof under judicial process or pursuani:to any power of
sale, and fail to have such adverse actions set astde within fOrly-

five (45) days. - : :

9. (a) Any management contract entered into by Owners-of ariy

of them involving the project shall contain a provision that, in'the .
event of default hereunder, it shall be subject fo termination” .-

without penalty upon written request by the Secretary. Upon such”
request Owners shall immediately arrange to terminate the coritract
within a period of not more than thirty (30) days and shalt make .
arrangements satisfactory to the Secrefary for continuing proper
management of the project.

(b) Payment for services, supplies, or materials shall not exceed
the amount ordinatity paid for such services, supplies, or materials
in the area where the services are rendered or the supplies or
materials furnished.

(¢} The mortgaged property, equipment, buildings, plans, offices,
apparatus, devices, books, contracts, records, documents, and other
papers relating thereto shall at all times be maintained in
reasonable condition for proper audit and subject to examination
and inspection at any reasonable time by the Secretary or his duly
authorized agents, Owners shall keep copies of all written contracts
or other instruments which affect the mortgaged property, all or
any of which may be subject te inspection and examination by the
Secretary or his duly authorized agents.

(d) The books and accounts of the operations of the mortgaged
property and of the project shall be kept in accordance with the
requirements of the Secretary.

{¢) Within sixty (60) days following the end of each fiscal year
the Secretary shall be furnished with a complete annual financial
report based upon an examination of the books and records of
mortgagor prepared in accordance with the requirements of the
Secretary, prepared and certified to by an officer or responsible
Owner and, when required by the Secretary, prepared and certified

by a Certified Public Accountant, or other person acceptable to the
Secretary.

([} At request of the Secretary, his agenis, employees, or
attorneys, the Owners shall furnish monthly occupancy reports and
shall give specific answers to questions wpon which information is
desired from time to time relative to income, assets, liabilities,
contracts, operation, and condition of the property and the status of
the insured mortgage.

(g) All rents and other receipts of the project shall be deposited in
the name of the project in a financial institetion, whose deposits
are insured by an agency of the Federal Government. Such funds
shall be withdrawn only in accordance with the provisions of this
Agreement for expenses of the project or for distributions of
surplus cash as permitted by paragraph 6(e} above. Any Owner
receiving funds of the project other than by such distribution of
surplus cash shall immediately deposit such funds in the project
bank account and failing so o do in violation of this Agreement
shall hold such funds in trust. Any Owner receiving propesty of the
project in violation of this Agreement shall held such funds in
trust. At such time as the Owners shall have lost control and/or
possesgion of the project, all funds held in trust shali be delivered
to the mortgagee to the extent that the mortgage indebtedness has
not been satisfied.

(h} If the mortgage is insured under Section 232:

(1} .. The Owners or lessces shalk at all times maintain in full
foreé and effect from the state or other licensing authority such

~Tigerise as may be Tequired to operate the project as a 44 bed (22
©_-unit) skifled nursing facility and an 84 bed (84 upit) boarding

home facility aursing-heme-and shall not lease all or part of the

pmjécl-ex__qe-pt ofi terms approved by the Secretary.

(2)  <‘The Ownérs shall suitably equip the project for nursing
home and boarc_lhig_;liome facility operatipns. Any plan for the
acquisition’ of equipment; other than by purchase by payment
in full, must have the- advance written approval of the
Secretary.

(3} The Owners shall cxc;cutc a Security Agreement and
Financing Statement (or other form of chittel lien) upon all items
of equipment, except as the Sccretary may exempt, which are not
incorporated as security fir. fhe” insured mortgage. The Security
Agreement and Financing Statement sha[l constitute a first hien
upon such equipment and shall run in i’évor of the-mortgagee as
additionat security for the insured mortgage. .+

(i) If the mortgage is insured .under-Section 231,
Gwaners or lessees shall at all times maintain in filll fores and, cifect
from the state or other licensing authority such license as may be
required to operate the project as housing for the clclcrly :

{4) The Owners will not alter, or suffer or p&rmit tl_;:e- al__ter:a.ﬁon
of, the nursing home, boarding home facility, bed authority-or- _
other operating authority of the Project without the advance~

Replaces FHA-2466 which may be used until supply exhausted
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_wr'iite'ﬁ'::'approya-l of the Sccretary. In the event that any such
lteration is-proposed, upon learning of that event the Owners
will advise thé Secretary promptly. The Owners will insert the
foregoing reqmrements into any operating lease for the
Project.

(5) The Owners wnll not enter into, amend, or agree to the
assignment 6f, any, opérating Jease for all or part of the Project
without the advance.writtén ‘approval of, and on the terms
satisfactory to, the Secretary

(6) The Mortgagor and!or L_esse_e--and!or Operator andlor
Management Agent, as applicable; shall maintain the requisite
level of professional lability insurance as determined by the
Secretary. Annoally, the Mertgagor shall-ensure that the
Lessee/Operator/Management Agent, 43 applicable, provides
to HUD 8 certification of compliance wrth HUD’s professmna]
liability insurance requirements. T

18, Qwners will comply with the provisions of any Federal, State,
or local taw prohibiting discrimination in:housing on the grounds
of race, color, religion or creed, sex, or national origin, iticluding
Title VI of the Civil Rights Act of 1968 (Public Law 90-284; 82
Stat. 73), as amended, Executive Order T11063;-and .all .
requirements imposed by or purseant to the regulations:of. the’
Depariment of Housing and Urban Development implementing

these authorities (including 24 CFR Parts 100, 107 and 110, and .-

Subparts 1 and M of Part 200).

1. Upon a violation of any of the above provisions of this:

Agreement by Owners, the Secretary may give written natice™.

thereof, to Owners, by registered or certified mail, addressed to the
addresses stated in this Agreement, or such other addresses as may
subsequently, upon appropriate written notice thereof to the
Secretary, be desipnated by the Owners as their legal business
address. If such violation is not corrected to the satisfaction of the
Secretary within thirty (30) days after the date such notice is
mailed or within such further time as the Secretary determines is
necessary to comrest the violation, without further notice the
Secretary may declere a default under this Agreement effective on
the date of such declaration of defavit and upon such default the
Secretary may:

{a) (i) If the Secretary holds the note - declare the whole of said
indebtedness immediately due and payable and then proceed with
the foreclosure of the mortgage;

(i) If said note is not held by the Secretary - notify the
holder of the note of such default and request holder to declare a
default under the note and mortgage, and holder after receiving
such notice and request, but not otherwise, at its option, may
declare the whole indebtedness due, and thereupon proceed with
foreclosure of the mortgage, or assign the note and mortgage to the
Secretary as provided in the Regulations;

{b) Collect all rents and charges in connection with the operation
of the project and use such collections to pay the Owners’
obligations under this Agreement and under the note and mortgage
and the necessary expenses of preserving the property and
operating the project.

(¢} Take possession of the project, bring any action necessary 10
enforce any rights of the Owners growing out of the project
ppetation, and operate the project in accordance with the terms of
this Agresment until such time as the Secretary in his discretion
determines that the Owners are again in a position to operate the
project in accordance with the terms of this Agreement and in
compliance with the requirements of the note and mortgage.

(d)} Apply to any court, State or Federal, for specific performance
of this Agreement, for an injunction against any violation of the
Agreement, for the appointment of a receiver to take over and
operate the project in accordance with the terms of the Agreement,
ot for such other relief as may be appropriate, since the injury to
the Secretary arising from a default under any of the terms of this
Agreement would be irreparable and the amount of damage would
be difficult to ascertain.

12. As security for the payment due under this Agreement to the
reserve fund for replacements, and to secure the Secretary because
of his liability under the endorsement of the note for insurance, and
as security for the other obligations under this Agreement, the
Owners respectively assign, pledge and mortgage to the Secretary
their rights to the rents, profits, income and charges of whatsoever
sort which they may receive or be entitled to receive from the
operation of the morfgaged property, subject, however, to any
assignment of rents in the insured mortgage referred to herein.
Until a default is declared under this Agreement, however,
permission is granted to Owners to collect and retain under the
provisions, of this Agrcement such rents, profits, income, and

_Charges, but wpon defavlt this permission is terminated as 1o all
*_ents due or collected thereafter,

13, “Asused in this Agreement the term:

(a) “Morpage™ inéjludcs “Teed of Trust”, “Chattel Mortgage”,
“Security - Instrument”; and any other security for the note
identified. herem and e¢ndorsed for insurance or held by the
Secretary, ’

(b) “Mortgagcc’;’ refers to the _h'older of the mortgage identified
herein, its successors and assigns; .

(c) “Owners” refers to the persons named, in the first paragraph
hereof and designated a5, Owncrs thmr successurs heirs and
assigns; : .

() "Mortgaged Property” includes a!] pmperty, real, personal or
mixed, covered by the mortgage” or nmrtgagcs and security
agreement ov security agreements securmg the’ nc:u: endorsed far
insurance or held by the Secretary; : :

(¢} “Project” includes the mortgaged propefty and all-its other
assets of whatsoever nature or wheresoever Sitvate, used in_or ™
owned by the business conducted on said morigaged property, |
which busingss is providing skilled nursing and boarding. home

facility care howsing and other activities as are incidental thereto; -

Replaces FHA-2466 which may be used until supply exhausted
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o f;S'u?jJ'lus Cash?' mesans any cash remaining after;
() ' the paymen! of:

'O = All sums duc o7 currently required to be paid under
the terms of any mongagc or note insured or held by the Secretary;

(i) AII amoums reqmred to be deposited in the reserve
fund for replaccmcnts

{iii) All oblugationé"’of the _ﬁr_éjcct other than the insured
mortgage unless funds for payment:are ‘set aside or deferment of
payment has been approved by the Secretary; and

) the segregation of:

(i} An amount equal to t'l;c__ -*ct'g_greg'ait"é"b_f'"'all special
funds required 1o be maintained by the project; and

(ii) . All tenant security deposité'he_kj__
(g) “Distribution” means any withdrawal or taKing of cash or"a:'n__]:'y" .

assets of the project, including the segregation of cas_h'd__r assc‘t{fur_. '
subsequent withdrawal within the limitations of Paragraph-6(c}

hercof, and excluding payment for reasonable expenses 1nc1dcnt to

the operation and maintenance of the project.

(h) “Default” means 2 default declared by the Secretary when &,
violation of this Agreement is not corrected to his satisfaction -
within the time allowed by this Agreement or such further time as’
may be allowed by the Secretary after written notice;

(i) “Section” refers to a Section of the National Housing Act, as
amended.

(1) “Displaced persons or families™ shall mean a family or
families, or a person, displaced from an urban renewal area, or as
the result of government action, or as a resuit of a2 major disaster as
determined by the President pursuant to the Disaster Relief Act of
1970.

(k} “Elderly person™ means any person, married or single, who is
sixty-two years of age or over.

M *rents” and “profits” shall include: all of Owoer's right,
title and interest in and to afl nursing home and boarding
kome facility revenues, charges, fees and assistince payments
arising from the operation of the nursing home and boarding
home facility, and related facilities, including but not limited to
Medicare, Medicaid, social security and third party

reimbursement payments, and all payments and income
arising from the leasing of the nursing home and boarding
home facility, and/or related facilities.

14. This instrument shall bind, and the benefits shall inure to, the
respective Owners, their heirs, legal representatives, executors,
administrators, successors in office or interest, and assigns, and to
the Secretary and his successors so long as the coatract of
mortgage insurance continues in effect, and during such forther
time as the Secretary shall be the owner, holder, or reinsurer of the
mortgage, or obligated to reinsure the mortgage.

15, Ovmers warrant that they have not, and will not, execute any
ather agreement with provisions contradictory of, of in opposition
to, the provisions hereof, and that, in any cvent, the requirements
of this Agreement are paramount and controlling as to the rights
and obligations set forth and supersede any other requirements in
conflict therewith.

16, The invalidity of any clause, part or provisions of this
Agreement shall not affect the validity er of the remaining portions
thereof.

17. The following Owners: HYATTCENTERS-ANACORTES,
LLC, its members and managers, present and future:

Do not assume personal liability for payments due under the note
and mortgage, or for the payments to the reserve for replacements,
or fot matters not under their control, provided that said Qwners

_-shall'Temain liable under this Agreement only with respect to the
.matters hereinafier stated; namely:

"‘--(a_j "_fér funds or property of the project coming into their hands

which, by 'thc“p'r'ovisions heteof, they are not entitled to retain; and

(b} fm thclr own acts and deeds or acts and deeds of others which
they have authonzcd in viotation of the provisions hereof,

18. Muitiple Co-im_:terparts. _':'l‘l_:is Agreement may be executed
in counterparts; each of which will be ap original, but which,
taken together, will constitute one and the same Agreement,

{To be execnted with i‘ormahtles for rccordmg a deed 0 real
estate.)

Replaces FHA-2466 which may be used until supply exhausted
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. IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first set forth
above '

HYATTCENTERS-ANACORTES, LLC,
a Washington limited liability company
By: mwéﬁﬂgx":@\
H. Norman Hyatt, Manag?g Member
STATE OF WASHINGTON - ° " )

o) 88
COUNTY OF YAKIMA 2y

On this ZQ day of April, 2007 before me, ‘M% a Notary
Publi¢ in and for said County and State, duly ¢ommissioned and sworn, personally appgared H. Norman

Hyatt, known to me to be the person whose name is subscribed to the within instrument and
acknowledged to me that he executed the same in his authorized capacity, and that by his signature on the
instrument the person or the entity on behalf of which the person acted executed the instrument.

WHEREOF Ihave hereunto set ; an.d and affixed my official seal the day and

Replaces FHA-2466 which may be used until supply exhausted ’mnmmmmtwmmmmmgmmm R ," o
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SECRETARY OF HOUSING AND URBAN
DEVELOPMENT, acting by and through the Federal
Housing Commissioner

By: j?f)clijﬁigfcigkdftalL//
Name: ~_Kathy Bédny 1
Title:  Authorized Agent
Acting Director, Portland MF
Program Center

STATEOF OREGON = )
' ) 88

COUNTY OF MULTNOMAH - = ).

On this 9'1% day of Apﬁl,ﬂZOf]?, before me, '75:‘1 , Merse. : , & Notary

Public in apd for said County anid”State, 'duly commissioned and sworm, personally appeared
vy udny 2 known.to me to be the duly appointed Authorized Agent
and the ﬁerson who executed the foregoing instrument and acknowledged execution and delivery of the
aforesaid instrument for and on behalf of the Federal Housing Commissioner, for the purposes therein

expressed.

IN WITNESS WHEREOF, I have hereunto s¢t my hand and affixed my official seal the day and
year in this Certificate first above written. - k. '

TONI MORSE ;

Notary Public in and for'said County and State -

My commission expires Tune. 29, 200 3R

THIS INSTRUMENT WAS PREPARED BY: Charles C. Bissinger, Jr. .~ -
Vorys, Sater, Seymour & Pease LLP
Suite 2000, Atrium Two ™ s
221 E. Fourth Street
Cincinnati, Ohio 45202
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T Exhibit A
'LEGAL DPESCRIPTION:

Lots 1, 2-and 3; City of Anacortes Short Plat No. 91-005, approved October 24, 1991, Recorded
November 4, . 1991, in Book 10 of Short Plats, pages 24 and 25, under Auditor’s File No.
9111040088, and being a portion of the Southeast 4 of the Southeast ' of Section 24, Township
35 North, Range I East; W.M,, all in Skagit County, Washington.
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