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MULTIFAMILY DEED OF TRUST,
ASSIGNMENT OF RENTS AND
SECURITY AGREEMENT

THIS MULTIFAMILY DEED OF TRUST, ASSIGNMENT OF RENTS AND
SECURITY AGREEMENT (the "Instrument") is dated as of the 29th day of December, 2010,
by Country Class_Assets L.L.C., a limited liability company, organized and existing under the
laws of the State.of W-a-shington, whose address is 909 S 336th Street, Suite 200, Federal Way,
WA 98003, as grantor ("Borrower"), to First American Title Insurance Company, as trustee
("Trustee"), for the benefit of Lancaster Pollard Mortgage Company, a corporation organized
and existing under the laws. of the State of Ohio, whose address is 65 East State Street, 16th
Floor, Columbus, Ohio 43215; as beneficiary ("Lender").

Borrower, in consideration of the Indebtedness and the trust created by this Instrument,
irrevocably grants, conveys and assrgns to Trustee, in trust, with power of sale, the Mortgaged
Property, including the Land located in Skaglt County, Stale of Washington and described in
Exhibit A attached to this Instrument

TO SECURE TO LENDER the repayment of the Indebtedness evidenced by Borrower's
Multifamily Note payable to Lender; dated as of the date of this Instrument, and maturing on
January 1, 2021, in the principal amdunt of $9,390,000.00, and all renewals, extensions and
modrﬁcatlons of the Indebtedness, and the performance of the covenants and agreements of
Borrower contained in the Loan Documents. :

Borrower represents and warrants that Borrower is lawfully seized of the Mortgaged
Property and has the right, power and authority ‘to grant, convey and assign the Mortgaged
Property, and that the Mortgaged Property is unencumbered. Borrower covenants that Borrower
will warrant and defend generally the title to the Mortgaged Property against all claims and
demands, subject to any easements and restrictions listed in.a schedule of exceptions to coverage
in any title insurance policy issued to Lender contemporaneously with the execution and
recordation of this Instrument and insuring Lender's interest in the Mortgaged Property.

Covenants. Borrower and Lender covenant and agree as follows:
| DEFINITIONS.

The following terms, when used in this Instrument (including when used in- the above
recitals), shall have the following meanings: : :

(a) "Borrower" means all persons or entities identified as "Borrower in, the ﬁrst
paragraph of this Instrument, together with their successors and assigns. .

(b) "Collateral Agreement" means any separate agreement between Borr'ovrer'_arrr___ilr
Lender for the purpose of establishing replacement reserves for the Mortgaged Property,
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" establishing a fund to assure completion of repairs or improvements specified in that agreement,
-+ or'assuring reduction of the outstanding principal balance of the Indebtedness if the occupancy of
" or'income from the Mortgaged Property does not increase to a level specified in that agreement,

or any -other agreement or agreements between Borrower and Lender which provide for the
establlshmcnt of any other fund, reserve or account.

o). ".Ehvironmental Permit" means any permit, license, or other authorization issued
under any Hazardous Materials Law with respect to any activities or businesses conducted on or
in relation to the Mortgaged Property.

(d) "E!.fe'nt_fo_f D-éfault” means the occurrence of any event listed in Section 22.

() "Fixtures means all property which is so attached to the Land or the
Improvements as to constitute a ﬁxture under applicable law, including: machinery, equipment,
engines, boilers, incinerators, installed building materials; systems and equipment for the purpose
of supplying or distributing licating; cooling, electricity, gas, water, air, or light; antennas, cable,
wiring and conduits used in con'nection with radio, television, security, fire prevention, or fire
detection or otherwise used to carry. electronlc signals; telephone systems and equipment;
elevators and related machinery and- equlpment fire detection, prevention and extinguishing
systems and apparatus; security and ‘access-¢ontrol systems and apparatus; plumbing systems;
water heaters, ranges, stoves, microwave ovens, refrigerators, dishwashers, garbage disposers,
washers, dryers and other appliances; light fixtures, awnings, storm windows and storm doors;
pictures, screens, blinds, shades, curtains'and curtain rods; mirrors; cabinets, paneling, rugs and
floor and wall coverings; fences, trees and p]ants;_ _swji'nﬂning pools; and exercise equipment.

H "Governmental Authority” means any board commission, department or body of
any municipal, county, state or federal governmental unit; or any-subdivision of any of them, that
has or acquires jurisdiction over the Mortgaged Property or the use, operation or improvement of
the Mortgaged Property. o

(2) "Hazardous Materials" means petroleum and petroleum products and compounds
containing them, including gasoline, diesel fuel and oil;" explosives; flammable materials;
radioactive materials; polychlorinated biphenyls ("PCBs") and compounds containing them; lead
and lead-based paint; asbestos or asbestos-containing materials in any form that-is or could become
friable; underground or above-ground storage tanks, whether empty or. contalmng any substance;
any substance the presence of which on the Mortgaged Property is proh1b1ted by any federal, state
or local authority; any substance that requires special handling; and any other material or substance
now or in the future defined as a "hazardous substance,” "hazardous material," "hazardous waste,"
"toxic substance,” "toxic pollutant,” "contaminant," or "pollutant” within the meanmg of any
Hazardous Materials Law. W

(h} "Hazardous Materials Laws" means all federal, state, and local laW$; .ordinanbés
and regulations and standards, rules, policies and other governmental requirements, administrative . -

rulings and court judgments and decrees in effect now or in the future and 1nclud1ng all-«
amendments, that relate to Hazardous Materials and apply to Borrower or to the Mortgaged '
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- “Property. Hazardous Materials Laws include, but are not limited to, the Comprehensive
-~ Environmental Response, Compensation and Liability Act, 42 U.S.C. Section 9601, e seq., the
" Resoutce Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq., the Toxic Substance
Control-Act, 15 U.S.C. Section 2601, et seq., the Clean Water Act, 33 U.8.C. Section 1251, ef seq.,
and the Hazardous Materials Transportation Act, 49 U.S.C. Section 5101, ¢ seq., and their state
analo‘-gs_. '

(ijl o "Imposmons and "Imposition Deposits" are defined in Section 7(a).

)] “Imp’royements“ means the buildings, structures, improvements, and alterations
now constructed or at.any time in the future constructed or placed upon the Land, including any
future replacements and additions.

(k)  "Indebtedness" means the principal of, interest on, and all other amounts due at any
time under, the Note, this Instrument or any other Loan Document, including prepayment
premiums, late charges, default mterest and advances as provided in Section 12 to protect the
security of this Instrument.

() [Intentionally omitted] -~

(m)  “Key Principal” means (A) the natural person(s) or entity identified as such at the
foot of this Instrument; (B) the natural person or entity who signed either the Acknowledgement
and Agreement of Key Principal to Personal Liability for Exceptions to Non-Recourse Liability or
the Exceptions to Non-Recourse Guaranty (or is _(_)Ihé_r-wisc a guarantor on the Indebtedness); and
(C) any person or entity who becomes a Key Principal ‘after the date of this Instrument and is
identified as such in an assumption agreement,. or another amendment or supplement to this
Instrument or who otherwise signs either the Acknowledgemment and Agreement of Key Principal to
Personal Liability for Exceptions to Non-Recourse L1ab111ty or Exceptlons to Non-Recourse
Guaranty (or any other guaranty of the Indebtedness). :

(M  “Land" means the land described in Exhibit A.

(0) "Leases" means all present and future leases, subleases; licenses, concessions or
grants or other possessory interests now or hereafier in force, whether oral or written, covering or
affecting the Mortgaged Property, or any portion of the Mortgaged Property’ (including proprietary
leases or occupancy agreements if Borrower is a cooperative housmg corporaﬂon) and all
modifications, extensions or renewals. : :

(P "Lender" means the entity identified as "Lender" in the ﬁrst paragraph of this
Instrument and its successors and assigns, or any subsequent holder of the Note, .~

(D "Loan Documents" means the Note, this Instrument, all guarannes all mdemmty

agreements, all Collateral Agreements, O&M Programs, and any other documents now-or in the .~
future executed by Borrower, Key Principal, any guarantor or any other person in connectlon wnh

the loan evidenced by the Note, as such documents may be amended from time to time.

T
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_ (r) "Loan Servicer” means the entity that from time to time is designated by Lender to
callect payments and deposits and receive notices under the Note, this Instrument and any other
Loan Documient, and otherwise to service the loan evidenced by the Note for the benefit of Lender.
Unless Borrower receives notice to the contrary, the Loan Servicer is the entity identified as
"Lender“ in the ﬁrst paragraph of this Instrument.

(s) "Mortgaged Property" means all of Borrower's present and future right, title and
interest in and to ajl of the following:

() theLang

2 .the Improvements
3) the lewres

4 the Personalty, .

(5) all current 'an'd futli_r_é rights, including air rights, development rights, zoning
rights and other similar rights or interests, easements, tenements,
rights-of-way, strips and gores of land, streets, alleys, roads, sewer rights,
waters, walercourses, and appurtenances related to or benefitting the Land or
the Improvements, or-both, and all rights-of-way, streets, alleys and roads
which may have been or may in the future be vacated;

(6)  all proceeds paid or to be paid by-any insurer of the Land, the Improvements,
the Fixtures, the Personalty or any other part of the Mortgaged Property,
whether or not Borrower obtamed the 1nsurance pursuant to Lender's
requirement; : -

N all awards, payments and other compensation made or to be made by any
municipal, state or federal authority with respect to the Land, the
Improvements, the Fixtures, the Personalty or any other part of the
Mortgaged Property, including any awards or settlements resulting from
condemnation proceedings or the total or partxal takmg of the Land, the
Improvements, the Fixtures, the Personalty or any -other part of the
Mortgaged Property under the power of eminent domaln or othermse and
including any conveyance in lieu thereof; : s

(8)  all contracts, options and other agreements for the sale-of the Land, the
Improvements, the Fixtures, the Personalty or any other part of the
Mortgaged Property entered into by Borrower now or in the future, mcludmg
cash or securities deposited to secure performance by pames of- thelr_
obligations;
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(9) all proceeds from the conversion, voluntary or involuntary, of any of the
above into cash or liquidated claims, and the right to collect such proceeds;

. .(10)  all Rents and Leases;

2 (11)  all earnings, royalties, accounts receivable, issues and profits from the Land,

.~ the Improvements or any other part of the Mortgaged Property, and all

“undisbursed proceeds of the loan secured by this Instrument and, if

- Borrower is a cooperative housing corporation, maintenance charges or
aésessments payable by shareholders or residents;

(12) ..all Imposmon Deposits;

(13) " all refunds or rebates of Impositions by any municipal, state or federal
authority or._insurance company (other than refunds applicable to periods
before the rea-l: property tax year in which this Instrument is dated);

{14y all tenant securlty deposﬂs which have not been forfeited by any tenant
under any Lease; and

(15)  all names under or -by-'Which any of the above Mortgaged Property may be
operated or known, and all trademarks, trade names, and goodwill relating to
any of the Mortgaged Property. -

{t) "Note" means the Multifamily Note described on page 1 of this Instrument,
including the Acknowledgment and Agreement of . Key Principal to Personal Liability for
Exceptions to Non-Recourse Liability (if any), and all schedules riders, allonges and addenda, as
such Multifamily Note may be amended from time to tlme ;

(u) "O&M Program" is defined in Section 18(a).':'.

(v} "Personalty” means all equipment, inventory, general 1ntang1bles which are used
now or in the future in connection with the ownership, management or operation of the Land or the
Improvements or are located on the Land or in the Improvements, including furniture, furnishings,
machinery, building materials, appliances, goods, supplies, tools, books; records (whether in written
or electronic form), computer equipment (hardware and software) and other tangible personal
property (other than Fixtures) which are used now or in the future in .connection with the
ownership, management or operation of the Land or the Improvements or are located on the Land
or in the Improvements, and any operating agreements relating to the Land or the__ Improvements
and any surveys, plans and specifications and contracts for architectural, engineering . and
construction services relating to the Land or the Improvements and all other intangible property and
rights relating to the operation of, or used in connection with, the Land or the Improvements
including all governmental permits relating to any activities on the Land. - :

(w)  "Property Jurisdiction" is defined in Section 30(a).

AN W!WWWIMWW
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_ (%) "Rents" means all rents {whether from residential or non-residential space),
revenues ‘and other income of the Land or the Improvements, including subsidy payments received
fr_o_m any sources (including, but not limited to payments under any Housing Assistance Payments
Contract), parking fees, laundry and vending machine income and fees and charges for food, health
care ‘and ot'he'i= ‘services provided at the Mortgaged Property, whether now due, past due, or to
becorﬁe.fdu'e,--and’d_ep.osits forfeited by tenants.

- ”Taxes ‘means all taxes, assessments, vault rentals and other charges, if any,
general, special or. OIhf:I'W‘lSC including all assessments for schools, public betterments and general
or local improvements, _Wth__l‘_l are levied, assessed or imposed by any public authority or quasi-
public authority, and which; if not paid, will become a lien, on the Land or the Improvements.

(z)  “Transfer” meéans (A) a sale, assignment, transfer, or other disposition (whether
voluntary, involuntary or by operation of law); (B) the grant, creation, or attachment of a lien,
encumbrance, or security interest (whether voluntary, involuntary or by operation of law); (C) the
issuance or other creation of .a direct or_indirect ownership interest; or (D) the withdrawal,
retirement, removal or involuntary resignation of any owner or manager of a legal entity.

(aa) "Bankruptcy Event" means any one or more of the following: (i) the
commencement of a voluntary case under"fon‘é or more of the Insolvency Laws by the Borrower;
(ii) the acknowledgment in writing by the Borrower that it is unable to pay its debts generally as
they mature; (ii1) the making of a general assignment for the benefit of creditors by the Borrower;
(iv) an involuntary case under one or more Insoli?eHCy Laws against the Borrower; (v) the
appointment of a receiver, liquidator, custodian, sequestrator, trustee or other similar officer who
exercises control over the Borrower or any substantial part of the assets of the Borrower provided
that any proceeding or case under (iv) or (v) above is not dlsmlssed within 90 days after filing.

(bb) "Borrower Affiliate" means, as to elther Borrower or Key Principal, (i) any entity
that directly or indirectly owns, controls, or holds with power to vote, 20 percent or more of the
outstanding voting securities of Borrower or of Key Principal;, (11) any corporation 20 percent or
more of whose outstanding voting securities are directly or indirectly owned, controlled or held
with power to vote by Borrower or by Key Principal, (iii) any partner, shgre'holder or, if a limited
liability company, member of Borrower or Key Principal, or (iv) amy. other entity that is related
(to the third degree of consanguinity) by blood or marriage to Borrower or-Key Principal,

(cc)  "Insolvemcy Laws' means the United States Bankruptey Code, 11 U.S.C. § 101,
et seq., together with any other federal or state law affecting debtor and creditor rights-or relating
to the bankruptcy, insolvency, reorganization, arrangement, readjustment of debt, dissolution,
liquidation or similar proceeding, as amended from time to time, to the extent apphcable te the
Borrower. -

2. UNIFORM COMMERCIAL CODE SECURITY AGREEMENT. - )

WASHINGTON
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* This Instrument is also a security agreement under the Uniform Commercial Code for any
- of the Mortgaged Property which, under applicable law, may be subject to a security interest under
" the Uniférm Commercial Code, whether acquired now or in the future, and all products and cash
and non-cash proceeds thereof (collectively, "UCC Collateral"), and Borrower hereby grants to
Lender-a security interest in the UCC Collateral. Borrower hereby authorizes Lender to file
financing statements, continuation statements and financing statement amendments in such form as
Lender -may- reqmre to perfect or continue the perfection of this security interest and Borrower
agrees, if Lénder so requests, to execute and deliver to Lender such financing statements,
continuation statements ‘and amendments. Borrower shall pay all filing costs and all costs and
expenses of any record ‘searches for financing statements that Lender may require. Without the
prior written consent of Lender, Borrower shall not create or permit to exist any other lien or
security interest in any of the UCC Collateral. If an Event of Default has occurred and is
continuing, Lender shall have the remedies of a secured party under the Uniform Commercial
Code, in addition to a!l remedies provided by this Instrument or existing under applicable law. In
exercising any remedies, Lender may exercise its remedies against the UCC Collateral separately or
together, and in any order, without in any way affecting the availability of Lender's other remedies.
This Instrument constitutes a ﬁ'nanéing statement with respect to any part of the Mortgaged
Property which is or may become a F 1xture :

3. ASSIGNMENT OF RENTS APPOINTMENT OF RECEIVER; LENDER
IN POSSESSION.

(a) As part of the consideration for the. Indebtedness, Borrower absolutely and
unconditionally assigns and transfers to Lender all Rents. It is the intention of Borrower to establish
a present, absolute and irrevocable transfer and assignment to Lender of all Rents and to authorize
and empower Lender to collect and receive all Rents without the necessity of further action on the
part of Borrower. Promptly upon request by Lender, Bortower agrees to execute and deliver such
further assiginiments as Lender may from time to time fequire. ‘Borrower and Lender intend this
assignment of Rents to be immediately effective and to. constitute an absolute present assignment
and not an assignment for additional security only. For purposes of giving effect to this absolute
assignment of Rents, and for no other purpose, Rents shall not be deemed to be a part of the
"Mortgaged Property,” as that term is defined in Section 1(s).. Howe\fer, if this present, absolute
and unconditional assignment of Rents is not enforceable by its ‘termis under the laws of the
Property Jurisdiction, then the Rents shall be included as a part of the Mortgaged Property and it is
the intention of the Borrower that in this circumstance this Instrument create and perfect a lien on
Rents in favor of Lender, which lien shall be effective as of the date of this Instrument

(b)  After the occurrence of an Event of Default, Borrower autho'"riz'es' Lend’er to collect,
sue for and compromise Rents and directs each tenant of the Mortgaged Property to pay all Rents
to, or as directed by, Lender, and Borrower shall, upon Borrower's receipt of any Rents fmrn any
sources (including, but not limited to subsidy payments under any Housing A551stance Payments
Contract), pay the total amount of such receipts to the Lender. However, until the occurrence of an
Event of Default, Lender hereby grants to Borrower a revocable license to collect and teceive all -

Rents, to hold all Rents in trust for the benefit of Lender and to apply all Rents to pay the- -

installments of interest and principal then due and payable under the Note and the other amounts
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" “then die and payable under the other Loan Documents, including Imposition Deposits, and to pay
- the ‘current costs and expenses of managing, operatmg and maintaining the Mortgaged Property,
“including utilities, Taxes and insurance premiums (to the extent not included in Imposition
Deposits), tenant improvements and other capital expenditures. So long as no Event of Default has
occurred and is continuing, the Rents remaining after application pursuant to the preceding sentence
may be retained by Borrower free and clear of, and released from, Lender's rights with respect to
Rents under this Instrument. From and after the occurrence of an Event of Default, and without the
necessity of Lender entering upon and taking and maintaining control of the Mortgaged Property
directly, ot by a receiver, Borrower's license to collect Rents shall automatically terminate and
Lender shall without nétice be entitled to all Rents as they become due and payable, including
Rents then due and unpald Borrower shall pay to Lender upon demand all Rents to which Lender
is entitled. At any time on or after the date of Lender's demand for Rents, Lender may give, and
Borrower hereby irrevocably: authorizes Lender to give, notice to all tenants of the Mortgaged
Property instructing them to pay all Rents to Lender, no tenant shall be obligated to inquire further
as to the occurrence or continuance of an Event of Default, and no tenant shall be obligated to pay
to Borrower any amounts which are. actually paid to Lender in response to such a notice. Any such
notice by Lender shall be dehvered 1o each tenant personally, by mail or by delivering such demand
to each rental unit. Borrower shall not 1nterfere with and shall cooperate with Lender's collection of
such Rents. <

(c) Borrower represents and warrants to Lender that Borrower has not executed any
prior assignment of Rents {other than an assignment of Rents securing indebtedness that will be
paid off and discharged with the proceeds of the loan evidenced by the Note), that Borrower has not
performed, and Borrower covenants and agrees that.it will not perform, any acts and has not
executed, and shall not execute, any instrument which would prevent Lender from exercising its
rights under this Section 3, and that at the time of execution of this Instrument there has been no
anticipation or prepayment of any Rents for more than tWo ‘months prior to the due dates of such
Rents. Borrower shall not collect or accept payment of any Rents more than two months prior to
the due dates of such Rents. -

(d) If an Event of Default has occurred and is continuing, Lender may, regardless of the
adequacy of Lender's security or the solvency of Borrower and even in the absence of waste, enter
upon and take and maintain full control of the Mortgaged Propety in order to perform all acts that
Lender in its discretion determines to be necessary or desirable for the operatlon and maintenance
of the Mortgaged Property, including the execution, cancellation or_modlﬁc_;_athnlof Leases, the
collection of all Rents, the making of repairs to the Mortgaged Property and the execution or
termination of contracts providing for the management, operation or maintenance of the Mortgaged
Property, for the purposes of enforcing the assignment of Rents pursuant to Sectmn 3(a) protectmg
the Mortgaged Property or the security of this Instrument, or for such other purpeses as Lender in

its discretion may deem necessary or desirable. Alternatively, if an Event of Default h_as_oc.curred
and is continuing, regardless of the adequacy of Lender's security, without regard to Borrower's
solvency and without the necessity of giving prior notice (oral or written) to Borrower, 'L_eﬁdgr’mafy
apply to any court having jurisdiction for the appointment of a receiver for the Mortgaged Property -

to take any or all of the actions set forth in the preceding sentence. If Lender elects to'seek the - -

appointment of a receiver for the Mortgaged Property at any time afier an Event of Default has
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_“occurred and is continuing, Borrower, by its execution of this Instrument, expressly consents to the
-~ appointment of such receiver, including the appointment of a receiver ex parte if permitted by
" applicable law. Lender or the receiver, as the case may be, shall be entitled to receive a reasonable
fee for-managing the Mortgaged Property. Immediately upon appointment of a receiver or
immediately upon the Lender's entering upon and taking possession and control of the Mortgaged
Property, Borrower shall surrender possession of the Mortgaged Property to Lender or the receiver,
as the case may. be, and shall deliver to Lender or the receiver, as the case may be, all documents,
records (including records on electronic or magnetic media), accounts, surveys, plans, and
specifications relating to the Mortgaged Property and all security deposits and prepaid Rents. In the
event Lender takes possession and control of the Mortgaged Property, Lender may exclude
Borrower and its representatives from the Mortgaged Property. Borrower acknowledges and agrees
that the exercise by Lender-of any of the rights conferred under this Section 3 shall not be construed
to make Lender a mortgagee—m—possessmn of the Mortgaged Property so long as Lender has not
itself entered into actual possessnon of the Land and Improvemens.

(e) If Lender enters the Mortgaged Property, Lender shall be liable to account only to
Borrower and only for those Rents actually received. Lender shall not be liable to Borrower,
anyone claiming under or through Bomower or anyone having an interest in the Mortgaged
Property, by reason of any act or-omission of Lender under this Section 3, and Borrower hereby
releases and discharges Lender from any such Hability to the fullest extent permitted by law.

(H If the Rents are not sufﬁci_eﬁf to meet the costs of taking control of and managing
the Mortgaged Property and collecting the Rents, any funds expended by Lender for such purposes
shall become an additional part of the Indebtedness as provided in Section 12.

(2) Any entering upon and taking of control of the Mortgaged Property by Lender or the
receiver, as the case may be, and any application of Rents as.provided in this Instrument shall not
cure or waive any Event of Default or invalidate any other rlght or remedy of Lender under
applicable law or provided for in this Instrument. -

4. ASSIGNMENT OF LEASES; LEASES AFFECTING THE MORTGAGED
PROPERTY. SR

(a) As part of the consideration for the Indebtedness, Borrower absolutely and
unconditionally assigns and transfers to Lender all of Borrower's nght title ‘and interest in, to and
under the Leases, including Borrower's right, power and authority to miodify the terms of any such
Lease, or extend or terminate any such Lease. It is the intention of Borrower to.éstablish a present,
absolute and irrevocable transfer and assignment to Lender of all of Borrower's right; title and
interest in, to and under the Leases. Borrower and Lender intend this assignment-of the Leases to
be immediately effective and to constitute an absolute present assignment and not-an assignment for
additional security only. For purposes of giving effect to this absolute assignment of the Leases,
and for no other purpose, the Leases shall not be deemed to be a part of the "Mortgaged Property,"

as that term is defined in Section 1(s). However, if this present, absolute and unconditional ..
assignment of the Leases is not enforceable by its terms under the laws of the Property Jurisdiction, - .-

then the Leases shall be included as a part of the Mortgaged Property and it is the intention-'b:f_ the
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" “Borrower that in this circumstance this Instrument create and perfect a lien on the Leases in favor of
_ -='_Le'h’der _which lien shall be effective as of the date of this Instrument.

(b) -, Until Lender gives notice to Borrower of Lender's exercise of its rights under this
Section 4, Borrower shall have all rights, power and authority granted to Borrower under any Lease
(except as othermse limited by this Section or any other provision of this Instrument), including the
right, power- and authority to modify the terms of any Lease or extend or terminate any Lease.
Upon the occurrence of an Event of Default, the permission given to Borrower pursuant to the
preceding sentence to exercise all rights, power and authority under Leases shall automatically
terminate. Borrower shall comply with and observe Borrower's obligations under all Leases,
including Borrower's obhgatmns pertaining to the maintenance and disposition of tenant security
~ deposits.

(c)  Borrower acknowledges and agrees that the exercise by Lender, either directly or by
a receiver, of any of the rights conferred under this Section 4 shall not be construed to make Lender
a mortgagee-in-possession-of the Mortgaged Property so long as Lender has not itself entered into
actual possession of the Land and the Improvements. The acceptance by Lender of the assignment
of the Leases pursuant to Sectior 4(a) shall not at any time or in any event obligate Lender to take
any action under this Instrument or to experid any money or to incur any expenses. Lender shall not
be liable in any way for any injury or damage to person or property sustained by any person or
persons, firm or corporation in or about the' Mortgaged Property. Prior to Lender's actual entry into
and taking possession of the Mortgaged Property, Lender shall not (i) be obligated to perform any
of the terms, covenants and conditions contained in any Lease {or otherwise have any obligation
with respect to any Lease); (ii) be obligated to appear in-or defend any action or proceeding relating
to the Lease or the Mortgaged Property; or (iii} bé responsible for the operation, control, care,
management or repair of the Mortgaged Property__:o.r_ any portion of the Mortgaged Property. The
execution of this Instrument by Borrower shall constitute conclusive evidence that all responsibility
for the operation, control, care, management and repair;of the Mortgaged Property is and shall be
that of Borrower, prior to such actual entry and taking of possession.

(d) Upon delivery of notice by Lender to Borrower, of Lender's exercise of Lender's
rights under this Section 4 at any time after the occurrence of an Event of Default, and without the
necessity of Lender entering upon and taking and maintaining control of the Mortgaged Property
directly, by a receiver, or by any other manner or proceeding permiited by the laws of the Property
Jurisdiction, Lender immediately shall have all rights, powers and authority’ granted to Borrower
under any Lease, including the right, power and authority to modify the' terms of any. such Lease, or
extend or terminate any such Lease. T

(e) Borrower shall, promptly upon Lender's request, deliver to Lender an executed copy
of each residential Lease then in effect. All Leases for residential dwelling units- shall be on forms
approved by Lender, shall be for initial terms of at least six months and not moré than two years,
and shall not include optlons to purchase. If customary in the applicable market, re51dent1al Leases
with terms of less than six months may be permitted with Lender's prior written consent: .~
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N () Borrower shall not lease any portion of the Mortgaged Property for non-residential
" usé ‘except with the prior written consent of Lender and Lender's prior written approval of the Lease
" agreement. Borrower shall not modify the terms of, or extend or terminate, any Lease for non-
residential use. (including any Lease in existence on the date of this Instrument) without the prior
written consent of Lender. Borrower shall, without request by Lender, deliver an executed copy of
each ‘non-residential Lease to Lender promptly after such Lease is signed. All non-residential
Leases; including renewals or extensions of existing Leases, shall specifically provide that (1) such
Leases are subordinate to the lien of this Instrument (unless waived in writing by Lender); (2) the
tenant shall attorn to Lender and any purchaser at a foreclosure sale, such attornment to be self-
executing and effective pon acquisition of title to the Mortgaged Property by any purchaser at a
foreclosure sale or by Lender in any manner; (3) the tenant agrees to execute such further evidences
of attornment as Lender or-any purchaser at a foreclosure sale may from time to time request; (4)
the Lease shall not be terminated by foreclosure or any other transfer of the Mortgaged Property; (5)
after a foreclosure sale of the "Mortgaged Property, Lender or any other purchaser at such
foreclosure sale may, at Lender's ot such purchaser’s option, accept or terminate such Lease; and (6)
the tenant shall, upon receipt after the occurrence of an Event of Default of a written request from
Lender, pay all Rents payable under the Lease to Lender.

() Borrower shall not recewe or accept Rent under any Lease (whether residential or
non-residential) for more than two months in advance.

5. PAYMENT OF INDEBTEDNESS; PERFORMANCE UNDER LOAN
DOCUMENTS; PREPAYMENT PREMIUM.

Borrower shall pay the Indebtedness when due in accordance with the terms of the Note and
the other Loan Documents and shall perform, observe and comply with all other provisions of the
Note and the other Loan Documents. Borrower shall pay a prepayment premium in connection
with certain prepayments of the Indebtedness, including a payment made after Lender's exercise of
any right of acceleration of the Indebtedness, as provided:in the Note.

6. EXCULPATION.

Borrower's personal liability for payment of the Indebtedness and for performance of the
other obligations to be performed by it under this Instrument is lumted in the manner, and to the
extent, provided in the Note. : -
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- 7. DEPOSITS FOR TAXES, INSURANCE AND OTHER CHARGES.

- (a) Borrower shall deposit with Lender on the day monthly installments of principal or
1nterest or both, are due under the Note (or on another day designated in writing by Lender), until
the Indebtedness is paid in full, an additional amount sufficient to accumulate with Lender the
entire sum required to pay, when due (1) any water and sewer charges which, if not paid, may result
in a lien on all or any part of the Mortgaged Property, (2) the premiums for fire and other hazard
insurance, rent.loss insurance and such other insurance as Lender may require under Section 19, (3)
Taxes, and (4) amounts for other charges and expenses which Lender at any time reasonably deems
necessary to protect the Mortgaged Property, to prevent the imposition of liens on the Mortgaged
Property, or otherwise to protect Lender's interests, all as reasonably estimated from time to time by
Lender. The amounts deposited under the preceding sentence are collectively referred to in this
Instrument as the "Imposmon Deposits”. The obligations of Borrower for which the Imposition
Deposits are required are collectively referred to in this Instrument as "Impositions". The amount
of the Imposition Deposits: shall be. sufficient to enable Lender to pay each Imposition before the
last date upon which such payment may be made without any penalty or interest charge being
added. Lender shall maintain records indicating how much of the monthly Imposition Deposits and
how much of the aggregate Imposition Deposits held by Lender are held for the purpose of paying
Taxes, insurance premiums and each other obligation of Borrower for which Imposition Deposits
are required. Any waiver by Lender of the requirement that Borrower remit Imposition Deposits to
Lender may be revoked by Lender, in Lender's discretion, at any time upon notice to Borrower.

(b) Imposition Deposits shall be held in an institution (which may be Lender, if Lender
is such an institution) whose deposits or accounts are-insured ot guaranteed by a federal agency.
Lender shall not be obligated to open addltmnal accounts or deposit Imposition Deposits in
additional institutions when the amount of the Tmposition Deposits exceeds the maximum amount
of the federal deposit insurance or guaranty. Lender shall .apply the Imposition Deposits to pay
Impositions so long as no Event of Default has occurred and is continuing. Unless applicable law
requires, Lender shall not be required to pay Borrower any interest, earnings or profits on the
Imposition Deposits. Borrower hereby pledges and grants to Lénder a security interest in the
Imposition Deposits as additional security for all of Borrower's .obligations under this Instrument
and the other Loan Documents. Any amounts deposited with Lender under this Section 7 shall not
be trust funds, nor shall they operate to reduce the Indebtedness; unless apphed by Lender for that
purpose under Section 7(e).

(c) If Lender receives a bill or invoice for an Imposition, Lender ‘shall pay the
Imposition from the Imposition Deposits held by Lender. Lender shall have no obhgatlon to pay
any Imposition to the extent it exceeds Imposition Deposits then held by Lender. Lender may pay
an Imposition according to any bill, statement or estimate from the appropriate: pubhc office or
insurance company without inquiring into the accuracy of the bill, statement or estlmate or 1nt0 the
validity of the Imposition. w

(d) If at any time the amount of the Imposition Deposits held by Lender fo'r'pay_t_ﬁehit,:éf .
a specific Imposition exceeds the amount reasonably deemed necessary by Lender, the excess shall - -
be credited against future installments of Imposition Deposits. If at any time the amount of the
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"hﬁpos:ition Deposits held by Lender for payment of a specific Imposition is less than the amount
' reasonably estimated by Lender to be necessary, Borrower shall pay to Lender the amount of the
" deficiency within 15 days after notice from Lender.

“(e) " If an Event of Default has occurred and is continuing, Lender may apply any
Imposmon Deposrcs in any amounts and in any order as Lender determines, in Lender's discretion,
to pay-any Impositions or as a credit against the Indebtedness. Upon payment in full of the
Indebtedness; Lender shall refund to Borrower any Imposition Deposits held by Lender.

8. CdL‘LA’TERAL AGREEMENTS.

Borrower shall dep031t with Lender such amounts as may be required by any Collateral
Agreement and shall perforrn a11 other obligations of Borrower under each Collateral Agreement.

9, APPLICATION OF PAYMENTS

If at any time Lender recelves from Borrower or otherwise, any amount applicable to the
Indebtedness which is less than all amounts due and payable at such time, then Lender may apply
that payment to amounts then due and payable in any manner and in any order determined by
Lender, in Lender's discretion. Neither-Lender's acceptance of an amount which is less than all
amounts then due and payable nor Lender's application of such payment in the manner authorized
shall constitute or be deemed to constitute cither a waiver of the unpaid amounts or an accord
and satisfaction. Notwithstanding the application of any such amount to the Indebtedness,
Borrower's obligations under this Instrument and the Note shall remain unchanged.

10. COMPLIANCE WITHLAWS. .

Borrower shall comply with all laws, ordinances, regulations and requitements of any
Governmental Authority and all recorded lawful covenants and agreements relating to or affecting
the Mortgaged Property, including all laws, ordinances, regulations, requirements and covenants
pertaining to health and safety, construction of improvements .on the Mortgaged Property, fair
housing, zoning and land use, and Leases. Borrower also shall comply with all applicable laws that
pertain to the maintenance and disposition of tenant security deposits. Borrower shall at all times
maintain records sufficient to demonstrate compliance with the prdviSions of this Section 10.
Borrower shall take appropriate measures to prevent, and shall not engage in or' knowingly permit,
any illegal activities at the Mortgaged Propeny that could endanger tenants or visitors, result in
damage to the Mortgaged Property, result in forfeiture of the Mortgaged- Property, or otherwise
materially impair the lien created by this Instrument or Lender's interest in the- Mortgaged Property.
Borrower represents and warrants to Lender that no portion of the Mortgaged Property has been or
will be purchased with the proceeds of any illegal activity. - :

11.  USE OF PROPERTY.

Unless required by applicable law, Borrower shall not (a) except for any chaﬁgeﬁ iﬁ_;l.lse_':-

approved by Lender, allow changes in the use for which all or any part of the Mortgaged Propéy_t_-y {s :
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"bemg used at the time this Instrument was executed, (b) convert any individual dwelling units or
- common-areas to commercial use, () initiate or acquiesce in a change in the zoning classification
" of the’ ‘Mortgaged Property, or (d) establish any condominium or cooperative regime with respect to
the Mortgaged Property

5 12 PROTECTION OF LENDER'S SECURITY.

(a) If Borrower fails to perform any of its obligations under this Instrument or any
other Loan Document;-or if any action or proceeding (including a Bankrupicy Event) is
commenced whlch_.purpor_ts to affect the Mortgaged Property, Lender's security or Lender's rights
under this Instrument, including eminent domain, insolvency, code enforcement, civil or criminal
forfeiture, enforcement of Hazardous Materials Laws, fraudulent conveyance or reorganizations
or proceedings 1nvolvmg a bankrupt or decedent, then Lender at Lender's option may make such
appearances, disburse such sums'and take such actions as Lender reasonably deems necessary to
perform such obligations o_f Borrower and to protect Lender's interest, including (1) payment of
fees and out-of-pocket expenses of attorneys, accountants, inspectors and consultants, (2) entry
upon the Mortgaged Property to'make Tepairs or secure the Mortgaged Property, (3) procurement
of the insurance required by Sectlon 19, and (4) payment of amounts which Borrower has failed
to pay under Sections 15 and 17, "+ ¢

(b)  Any amounis disbursed by Lender under this Section 12, or under any other
provision of this Instrument that treats such disbursement as being made under this Section 12, shall
be added to, and become part of, the principal component of the Indebtedness, shall be 1rnmedlately
due and payable and shall bear interest from the date of dlsbursement until paid at the "Default
Rate", as defined in the Note. -

(¢)  Nothing in this Section 12 shall réhuir.e"_Leﬁridor to incur any expense or take any
action, S !

13. INSPECTION.

Lender, its agents, representatives, and designees may make or- cause to be made entrics
upon and inspections of the Mortgaged Property (including env1ronmental 1nspectlons and tests)
during normal business hours, or at any other reasonable time.

14.  BOOKS AND RECORDS; FINANCIAL REPORTING

(a) Borrower shall keep and maintain at all times at the Mortgaged Property or the
management agent's offices, and upon Lender's request shall make available at the Mortgaged
Property, complete and accurate books of account and records (including copies-of supportmg bills
and invoices) adequate to reflect correctly the operation of the Mortgaged Property, and. copxes of
all written contracts, Leases, and other instruments which affect the Mortgaged Property. - “The
books, records, contracts, Leases and other instruments shall be subject to examlnatlon and_
inspection at any reasonable time by Lender. o
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© {b)  Borrower shall furnish to Lender:

(i} except as provided in clause (ii) below, within 45 days after the end of
each fiscal quarter of Borrower, a statement of income and expenses for
Borrower's operation of the Mortgaged Property on a year-to-date basis as of
the end of each fiscal quarter, (ii) within 120 days after the end of each fiscal

- year of Borrower, (A) a statement of income and expenses for Borrower's
“operation of the Mortgaged Property for such fiscal year, (B) a statement of
‘changes in financial position of Borrower relating to the Mortgaged Property

" for such fiscal year, and (C) when requested by Lender, a balance sheet

(2)

€)

4

)

(6)

- showing all assets and liabilities of Borrower relating to the Mortgaged

Property as of the end of such fiscal year; and (iii) any of the foregoing at

__.any-()'ther- time upon Lender’s request;

(i) except as pr0v1ded in clause (ii) below, within 45 days after the end of
each fiseal quarter of Borrower, and (ii) within 120 days after the end of
each fiscal year of Borrower, and at any other time upon Lender's request, a
rent schedule-for the Mortgaged Property showing the name of each tenant,
and for each tenant, the space occupied, the lease expiration date, the rent
payable for the current-month, the date through which rent has been paid,
and any related information requested by Lender;

within, 120 days after-the end of each fiscal year of Borrower, and at any
other time upon Lender's request,.an accounting of all security deposits held
pursuant to all Leases, including the name of the institution (if any) and the
names and identification numbers of the accounts (if any) in which such
security deposits are held and - the-fiame of the person to contact at such
financial institution, along with any authority or release necessary for Lender
to access information regarding such accounts

within 120 days after the end of each ﬁscal year .of Borrower, and at any
other time upon Lender's request, a statement that identifies all owners of
any interest in Borrower and the interest held by .each, if Borrower is a
corpoeration, all officers and directors of Borrower, and if Borrower is a
limited liability company, all managers who are not members

upon Lender's request, a monthly property management report for the
Mortgaged Property, showing the number of inquiries made and rental
applications received from tenanis or prospective tenanis and dep051ts
received from tenants and any other information requested by Lender

upon Lender's request, a balance sheet, a statement of income and expenses
for Borrower and a statement of changes in financial position of Borrower_
for Borrower's most recent fiscal year; and d
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(N if required by Lender, within 30 days of the end of each calendar month, a
monthly statement of income and expenses for such calendar month on a
year-to-date basis for Borrower's operation of the Mortgaged Property.

“{c) " Each of the statements, schedules and reports required by Section 14(b) shall be
certlﬁed to be complete and accurate by an individual having authorlty to bind Borrower, and shall
be in such form and contain such detail as Lender may reasonably require. Lender also may require
that any statements, schedules or reports be audited at Borrower's expense by independent certified
public accountants acceptable to Lender.

(d) If Borrower fails to provide in a timely manner the statements, schedules and reports
required by Section 14(b), Lender shall have the right to have Borrower's books and records
audited, at Borrower's expénse, by independent certified public accountants selected by Lender in
order to obtain such statements, schedules and reports, and all related costs and expenses of Lender
shall become 1mmedlately due and payable and shall become an additional part of the Indebtedness
as provided in Section 12.-

(e) If an Event of "De'f.ault has ‘occurred and is continuing, Borrower shall deliver to
Lender upon written demand all books and records relating to the Mortgaged Property or its
operation. S

() Borrower authorizes Lender to obtain a credit report on Borrower at any time.
15. TAXES; OPERATING EXPENSES

(a) Subject to the provisions of Sectlon 15(0) and Section 15(d), Borrower shall pay, or
cause to be paid, all Taxes when due and before the addltlon of any interest, fine, penalty or cost
for nonpayment. : -

(b)  Subject to the provisions of Section 15(c), Borrower shall pay the expenses of
operating, managing, maintaining and repairing the Mortgaged Property (including insurance
premiums, utilities, repairs and replacements) before the last date upon Wthh each such payment
may be made without any penalty or interest charge being added. '

(c) As long as no Event of Default exists and Borrower has tlmely dehvered to Lender
any bills or premium notices that it has received, Borrower shall not be obllgated to pay Taxes,
insurance premiums or any other individual Imposition to the extent that sufficient. Imposition
Deposits are held by Lender for the purpose of paying that specific Imposutmn If an Event of
Default exists, Lender may exercise any rights Lender may have with réespect. to Imposition
Deposits without regard to whether Impositions are then due and payable. Lender. shall have no
liability to Borrower for failing to pay any Impositions to the extent that any Event of Default has
occurred and is continuing, insufficient Imposition Deposits are held by Lender at the ‘time an
Imposition becomes due and payable or Borrower has failed to provide Lender Wlth bllls and_
premium notices as provided above. ' o
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‘(d)  Borrower, at its own expense, may contest by appropriate legal proceedings,
~“conducted diligently and in good faith, the amount or validity of any Imposition other than
" insurance premiums, if (1) Borrower notifies Lender of the commencement or expected
commencement of such proceedings, (2) the Mortgaged Property is not in danger of being sold or
forfeited, (3) Borrower deposits with Lender reserves sufficient to pay the contested Imposition, if
requested by. Lender, and (4) Borrower furnishes whatever additional security is required in the
proceedings or is reasonably requested by Lender, which may include the delivery to Lender of the
reserves established by Borrower to pay the contested Imposition.

(e) Boi;ro{i/ef' shall promptly deliver to Lender a copy of all notices of, and invoices for,
Impositions, and if Borrower pays any Imposition directly, Borrower shall promptly furnish to
Lender receipts ev1dencmg such payments

16. LIENS ENCUMBRAN CES.

Borrower acknowledges that to the extent provided in Section 21, the grant, creation or
existence of any mortgage, deed of trust, deed to secure debt, security interest or other lien or
encumbrance (a "Lien") on the Mortgaged Property (other than the lien of this Instrument) or on
certain ownership interests in Borrower, whether voluntary, involuntary or by operation of law, and
whether or not such Lien has priority over the lien of this Instrument, is a "Transfer" which
constitutes an Event of Default. '

17. PRESERVATION, MANAGEMENT AND MAINTENANCE OF
MORTGAGED PROPERTY.

(a) Borrower (1) shall not commit waste or permit impairment or deterioration of the
Mortgaged Property, (2) shall not abandon the Mortgaged Property, (3) shall restore or repair
promptly, in a good and workmanlike manner, any damaged part of the Mortgaged Property to the
equivalent of its original condition, or such other con'diti_qp_as" Lender may approve in writing,
whether or not insurance proceeds or condemnation awards are available to cover any costs of such
restoration or repair, (4) shall keep the Mortgaged Property in good repair, including the
replacement of Personalty and Fixtures with items of equal or better function and quality, (5) shall
provide for professional management of the Mortgaged Property. by a residential rental property
manager satisfactory to Lender under a contract approved by Lender.in wrltmg, and (6) shall give
notice to Lender of and, unless otherwise directed in writing by Lender, shall appear in and defend
any action or proceeding purporting to affect the Mortgaged Property, Lender's secunty or Lender’s
rights under this Instrament. Borrower shall not (and shall not permit any tenant or other person to)
remove, demolish or alter the Mortgaged Property or any part of the Mortgaged Property except in
cornection with the replacement of tangible Personalty.

(b)  If, in connection with the making of the loan evidenced by the Nofe or atany later
date, Lender waives in writing the requirement of Section 17(a)(5) above that Borrower enter into a
written contract for management of the Mortgaged Property and if, after the date of this Instrument, .

Borrower intends to change the management of the Mortgaged Property, Lender shall have theright - -

to approve such new property manager and the written contract for the management ofthe
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"Mortgaged Property and require that Borrower and such new property manager enter into an
-~ Assignment of Management Agreement on a form approved by Lender. If required by Lender
" (whether ‘before or after an Event of Default), Borrower will cause any Affiliate of Borrower to
whom feeg are payable for the management of the Mortgaged Property to enter into an agreement
with Lender, in. a form approved by Lender, providing for subordination of those fees and such
other: p_rovijsions as Lender may require. "Affiliate of Borrower" means any corporation,
partnetship, joint venture, limited liability company, limited liability partnership, trust or individual
controlled by; under common control with, or which controls Borrower (the term "control” for these
purposes shall mean the ability, whether by the ownership of shares or other equity interests, by
contract or otherwise, 10 clect a majority of the directors of a corporation, to make management
decisions on behalf of. or mdependently to select the managing partner of, a partnership, or
otherwise to have the power independently to remove and then select a majority of those
individuals exercising- managerial authority over an entity, and control shall be conclusively
presumed in the case of the ownerslnp of 50% or more of the equity interests).

18. ENVIRONMENTAL HAZARDS.

(a) Except for matters covered by a written program of operations and maintenance
approved in writing by Lender (an "O&M Program") or matters described in Section 18(b),
Borrower shall not cause or permit any of the following:

(hH the presence, use; generation, release, treatment, processing, storage
(including storage in above ground and underground storage tanks),
handling, or disposal of any Hazardous Materials on or under the Mortgaged
Property or any other . property of Borrower that is adjacent to the
Mortgaged Property; " o

2) the transportation of any Hazardous Materlals to, from, or across the
Mortgaged Property; ' :

3 any occurrence or condition on the Mortgaged Property or any other
property of Borrower that is adjacent to the Mortgaged Property, which
occurrence or condition is or may be in” v1o]at10n of Hazardous Materials
Laws; or

4 any violation of or noncompliance with the terms 'df any Environmental
Permit with respect to the Mortgaged Property or any property of Borrower
that 1s adjacent to the Mortgaged Property. : .

The matters described in clauses (1) through (4) above are referred to collectwely 1r1 thls Sectlon 18
as "Prohibited Activities or Conditions". s

(b)  Prohibited Activities and Conditions shall not include the safe and lawful usé and -

storage of quantities of (1) pre-packaged supplies, cleaning materials and petroleum produects . .-

customarily used in the operation and maintenance of comparable multifamily propertie'sg,____.(g”)

FANNIE MAE MULTIFAMILY SECURITY INSTRUN ”mmm m mmm” ’ H
WASHINGTON

Skaglt COunty Auditor
12/29/2010 Page 22 of  8812:33PM

Aae



. “cleaning materials, personal grooming items and other items sold in pre-packaged containers for
- consumer use and used by tenants and occupants of residential dwelling units in the Mortgaged
" Property; and (3) petroleum products used in the operation and maintenance of motor vehicles from
time-to. time located on the Mortgaged Property's parking areas, so long as all of the foregoing are
used -'s}tored handled, transported and disposed of in compliance with Hazardous Materials Laws.

(c) Bonower shall take all commercially reasonable actions (including the inclusion of
approprlate prowswm. in any Leases exccuted after the date of this Instrument) to prevent iis
employees, agents, and contractors, and all tenants and other occupants from causing or permitting
any Prohibited Act1v1t1es or Conditions. Borrower shall not lease or allow the sublease or use of all
or any portion of the Mortgaged Property to any tenant or subtenant for nonresidential use by any
user that, in the ordlnary course of its business, would cause or permit any Prohibited Activity or
Condition. S

(d) If an O&M Program has been established with respect to Hazardous Materials,
Borrower shall comply in a timely manner with, and cause all employees, agents, and contractors of
Borrower and any other persons present on the Mortgaged Property to comply with the O&M
Program. All costs of performance of Berrower's obligations under any O&M Program shall be
paid by Borrower, and Lender's out-of-pocket costs incurred in connection with the monitoring and
review of the O&M Program and Borrower's performance shall be paid by Borrower upon demand
by Lender. Any such out-of-pocket costs of Lender which Borrower fails to pay promptly shall
become an additional part of the IndebtedneSs as provided in Section 12,

(e) Borrower represents and warrants to Lender that except as previously disclosed by
Borrower to Lender in writing:

(1}  Borrower has not at any time engaged in, caused or permitted any Prohibited
Activities or Conditions; - _

(2)  to the best of Borrower's knowledge after reasonable and diligent inquiry, no
Prohibited Activities or Conditions exist or have existed;

(3) except to the extent previously disclosed by Borrower to Lender in writing,
the Mortgaged Property does not now contain any underground storage
tanks, and, to the best of Borrower's knowledge after reasonable and diligent
inquiry, the Mortgaged Property has not contained. a.ny underground storage
tanks in the past. If there is an underground storage tank located on the
Property which has been previously disclosed by Boirower-to-Lender in
writing, that tank complies with all requirements of Hazardous Matena]s
Laws; : :

(4)  Borrower has complied with all Hazardous Materials Lawé‘, mcludmg ;1_:311
requirements for notification regarding releases of Hazardous Materials. -

Without limiting the generality of the foregoing, Borrower has obtained all - .-

Environmental Permits required for the operation of the Mortgaged Property

I

Skaglt County Aud;tor
12/29/2010 Page 23 of 6812:33PM

FANNIE MAE MULTIFAMILY SECURITY INSTRUME. mmmlm m
WASHINGTON



in accordance with Hazardous Materials Laws now in effect and all such
Environmental Permits are in full force and effect;

I ) no event has occurred with respect to the Mortgaged Property that
s constitutes, or with the passing of time or the giving of notice would
constitute, noncompliance with the terms of any Environmental Permit;

-~ {6) " “there are no actions, suits, claims or proceedings pending or, to the best of
' ©  Borrower's knowledge after reasonable and diligent inquiry, threatened that
. involve the Mortgaged Property and allege, arise out of, or relate to any

. Prohibited Activity or Condition; and

(7)  Borrower has not received any complaint, order, notice of violation or other
communication from any Governmental Authority with regard to air
emissions, water discharges, noise emissions or Hazardous Materials, or any
othér environniental health or safety matters affecting the Mortgaged
Property or any other property of Borrower that is adjacent to the Mortgaged

Property.

The representations and warranties ;n . this_, .S_ection 18 shall be continuing representations and
warranties that shall be deemed to be made by Borrower throughout the term of the loan evidenced
by the Note, until the Indebtedness has been paid in full.

3] Borrower shall promptly notrfy Lender in wrltmg upon the occurrence of any of the
following events: :

(H Borrower's discovery of any Prohlblted Actwlty or Condition;

(2) Borrower's receipt of or knowledge of any complaint, order, notice of
violation or other communication from any Governmental Authority or other
person with regard to present or future -alleged Prohibited Activities or
Conditions or any other environmental, health or safety matters affecting the
Mortgaged Property or any other property of Borrower that is adjacent to the
Mortgaged Property; and

(3) any representation or warranty in this Sectlon 18 becomes untrue after the
date of this Agreement. T

Any such notice given by Borrower shall not relieve Borrower of, or result m a wa:lver of any
obligation under this Instrument, the Note, or any other Loan Document. ' :

(g) Borrower shall pay promptly the costs of any environmental inSpecti'_on_s“,"' :t_e__:st_si' or
audits ("Environmental Inspections") required by Lender in connection with any foreclosure.or .

deed in lieu of foreclosure, or as a condition of Lender's consent to any Transfer under Section 21, - .-

or required by Lender following a reasonable determination by Lender that Prohibited Activi-tie_s or
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. “Conditions may exist. Any such costs incurred by Lender (including the fees and out-of-pocket
- costs of attorneys and technical consultants whether incurred in connection with any judicial or
- administrative process or otherwise) which Borrower fails to pay promptly shall become an
additional ‘part of the Indebtedness as provided in Section 12. The results of all Environmental
Inspections made by Lender shall at all times remain the property of Lender and Lender shall have
no obligation to disclose or otherwise make available to Borrower or any other party such results or
any other information obtained by Lender in connection with its Environmental Inspections.
Lender hereby. reserves the right, and Borrower hereby expressly authorizes Lender, to make
available to any party, including any prospective bidder at a foreclosure sale of the Mortgaged
Property, the results of-any Environmental Inspections made by Lender with respect to the
Mortgaged Property. 'Borrower consents to Lender notifying any party (either as part of a notice of
sale or otherwise) of ‘the  results of any of Lender's Environmental Inspections. Borrower
acknowledges that Lender cannot control or otherwise assure the truthfulness or accuracy of the
results of any of its Environmental ‘Inspections and that the release of such results to prospective
bidders at a foreclosure sale of the Mortgaged Property may have a material and adverse effect upon
the amount which a party may bid at'such sale. Borrower agrees that Lender shall have no liability
whatsoever as a result of delivering the results of any of its Environmental Inspections to any third
party, and Borrower hereby releases and forever discharges Lender from any and all claims,
damages, or causes of action, arising .out-of, connected with or incidental to the results of, the
delivery of any of Lender's Environmental Inspections.

(h) If any investigation, site. monitoring, containment, clean-up, restoration or other
remedial work ("Remedial Work") is necessary to comply with any Hazardous Materials Law or
order of any Governmental Authority that has or acquires jurisdiction over the Mortgaged Property
or the use, operation or improvement of the Mortgaged Property under any Hazardous Materials
Law, Borrower shall, by the earlier of (1) the applicable deadline required by Hazardous Materials
Law or (2) 30 days after notice from Lender dernandrng such action, begin performing the
Remedial Work, and thereafter diligently prosecute it .to completion, and shall in any event
complete the work by the time required by applicable Hazardous Materials Law. If Borrower fails
to begin on a timely basis or diligently prosecute any required Remedial Work, Lender may, at its
option, cause the Remedial Work to be completed, in which case Borrower shall reimburse Lender
on demand for the cost of doing so. Any reimbursement due ﬁrom Borrower to Lender shall
become part of the Indebtedness as provided in Section 12. ' :

(i) Borrower shall cooperate with any inquiry by any Govorrlmentéi Authority and shall
comply with any governmental or judicial order which arises from any alleged Prohlblted Activity
or Condition. i

o Borrower shall indemnify, hold harmless and defend (i) Lendet; (i) any prior owner
or holder of the Note, (iii) the Loan Servicer, (iv) any prior Loan Servicer, (v) the ofﬁcers dlrectors
shareholders, partners, employees and trustees of any of the foregoing, and (vi) the heirs, legal
representatives, successors and assigns of each of the foregoing (collectively, the "Ind_emn__lteos_'_')
from and against al! proceedings, claims, damages, penalties and costs (whether initiated or sooght_

by Governmental Authorities or private parties), including fees and out-of-pocket expenses of - -

aftorneys and expert witnesses, investigatory fees, and remediation costs, whether 1ncurred in
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- “cotnection with any judicial or administrative process or otherwise, arising directly or indirectly
- from anyof the following:

(1) any breach of any representation or warranty of Borrower in this Section 18;

g 4 =("2)= any failure by Borrower to perform any of its obligations under this
57 - Section 18;

= (3) _' the existence or alleged existence of any Prohibited Activity or Condition;

4 _thc presence or alleged presence of Hazardous Materials on or under the
Mortgaged Property or any property of Borrower that is adjacent to the
__.Mortgagt_;_d Property; and

(5 the a{‘;tual of et]leged violation of any Hazardous Materials Law.

(k) Counsel selected by Borrower to defend Indemnitees shall be subject to the
approval of those Indemnitees. - Howevet, any Indemnitee may elect to defend any claim or legal or
administrative proceeding at the Bonower_s expense.

1) Borrower shall not, without the prior written consent of those Indemnitees who are
named as parties to a claim or legal or administrative proceeding (a "Claim"), settle or compromise
the Claim if the settlement (1) results in“the entry of any judgment that does not include as an
unconditional term the delivery by the claimant or plaintiff to Lender of a written release of those
Indemnitees, satisfactory in form and substance to-Lender; or (2) may materially and adversely
affect Lender, as determined by Lender in its dlscretlon S

(m)  Lender agrees that the indemnity under thls Section 18 shall be limited to the assets
of Borrower and Lender shall not seek to recover any deﬁcwncy ﬁ‘om any natural persons who are
general partners of Borrower. L

(n) Borrower shall, at its own cost and expense, do a:tll;.of the following:

(1) pay or satisfy any judgment or decree that may “be entered against any
Indemnitee or Indemnitees in any legal or administrative proceedmg incident
to any matters against which Indemnitees are: entltled to be indemnified
under this Section 18;

(2) reimburse Indemnitees for any expenses paid or 1ncurred in- connectlon with
any matters against which Indemnitees are entitled to be 1ndernmﬁed under
this Section 18; and :

(3}  reimburse Indemnitees for any and all expenses, including fees'-a{pd'_éutigf—_
pocket expenses of attorneys and expert witnesses, paid or incurred in .-
connection with the enforcement by Indemnitees of their rights under '[hlS
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Section 18, or in monitoring and participating in any legal or administrative
proceeding.

_ (0) ~.In any circumstances in which the indemnity under this Section 18 applies, Lender
may employ its:own legal counsel and consultants to prosecute, defend or negotiate any claim or
legal -or admlngstrallve proceeding and Lender, with the prior written consent of Borrower (which
shall riot be unreasonably withheld, delayed or conditioned), may settle or compromise any action
or legal or administrative proceeding. Borrower shall reimburse Lender upon demand for all costs
and expenses incurred by Lender, including all costs of settlements entered into in good faith, and
the fees and out-of-pdckét“expenses of such attorneys and consultants.

P The prowsmns of this Section 18 shall be in addition to any and all other obligations
and liabilities that Borrower may have under applicable law or under other Loan Documents, and
each Indemnitee shall be’ enntled t0 indemnification under this Section 18 without regard to
whether Lender or that Indemnitee has exercised any rights against the Mortgaged Property or any
other security, pursued any rights against any guarantor, or pursued any other rights available under
the Loan Documents or applicable law. If Borrower consists of more than one person or entity, the
obligation of those persons or entities to. 1_ndemnlfy the Indemnitees under this Section 18 shall be
joint and several. The obligation of Borrower to indemnify the Indemnitees under this Section 18
shall survive any repayment or discharge of the Indebtedness, any foreclosure proceeding, any
foreclosure sale, any delivery of any deed in lieu of foreclosure, and any release of record of the lien
of this Instrument.

19. PROPERTY AND LIABILITY INStJRANCE.

(a) Borrower shall keep the Improvements msured at all times against such hazards as
Lender may from time to time require, which insurance shall include but not be limited to coverage
against loss by fire and allied perils, general boiler and;machinery coverage, and business income
coverage. Lender's insurance requirements may change. from time to time throughout the term of
the Indebtedness. If Lender so requires, such insurance shall also include sinkhole insurance, mine
subsidence insurance, earthquake insurance, and, if the Mortgaged Property does not conform to
applicable zoning or land use laws, building ordinance or law coverage. 1f any of the Improvements
is located in an area identified by the Federal Emergency Management Agenc:y (or any successor to
that agency) as an area having special flood hazards, and if flood insurance is avallable in that area,
Borrower shall insure such Improvements against loss by flood. '

(b)  All premiums on insurance policies required under Section 19(a):shall be paid in the
manner provided in Section 7, unless Lender has designated in writing another method of payment.
All such policies shall also be in a form approved by Lender. All policies of property damage
insurance shall include a non-contributing, non-reporting morigage clause in favor of; and in'a‘form
approved by, Lender. Lender shall have the right to hold the original policies or duphcate__: original
policies of all insurance required by Section 19(a). Borrower shall promptly deliver to Lender a
copy of all renewal and other notices received by Borrower with respect to the policies and all
receipts for paid premiums. At least 30 days prior to the expiration date of a policy, Borrower shall - .-

ST
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"del_ivei' to Lender the original (or a duplicate original} of a renewal policy in form satisfactory to
" Lender. .-

(). Borrower shall maintain at all times commercial general liability insurance, workers'
compensatlon insurance and such other liability, errors and omissions and fidelity insurance
COVErages as. Tender may from time to time require.

d) . Al i'né'urance policies and renewals of insurance policies required by this Section 19
shall be in such amounts and for such periods as Lender may from time fo time require, and shail be
issued by i insurance companles satisfactory to Lender.

(©) Borrowe’r ___sh_all ‘comply with all insurance requirements and shall not permit any
condition to exist on.the Mortgaged Property that would invalidate any part of any insurance
coverage that this Instrument requires Borrower to maintain.

(H In the event of loss, Borrower shall give immediate written notice to the insurance
carrier and to Lender. Borrower. hereby authorizes and appoints Lender as attorney-in-fact for
Borrower to make proof of loss, to ad]ust and compromise any claims under policies of property
damage insurance, to appear in‘and prosecute any action arising from such property damage
insurance policies, to collect and receive the proceeds of property damage insurance, and to deduct
from such proceeds Lender's expenses-inciirred in the collection of such proceeds. This power of
attorney is coupled with an interest and therefore is irrevocable. However, nothing contained in this
Section 19 shall require Lender to incur any expense or-take any action. Lender may, at Lender's
option, (1) hold the balance of such proceeds to be used. to reimburse Borrower for the cost of
restoring and repairing the Mortgaged Property to the equlvalent of its original condition or to a
condition approved by Lender (the "Restoration"}), or (2) apply the balance of such proceeds to the
payment of the Indebtedness, whether or not then due. To the extent Lender determines to apply
insurance proceeds to Restoration, Lender shall do so’in accordance with Lender's then-current
policies relating to the restoration of casualty damage on'similar multifamily properties.

(g) Lender shall not exercise its option to apply insq.rahce pfoceeds to the payment of
the Indebtedness if all of the following conditions are met: (1) no Event of Default (or any event
which, with the giving of notice or the passage of time, or both, would constitute an Event of
Default) has occurred and is continuing; (2) Lender determines, in its discretion;. that there will be
sufficient funds to complete the Restoration; (3) Lender determines, in its- discretion, that the net
operating income generated by the Morlgaged Property after completion of the Restoration will be
sufficient to support a debt service coverage ratio not less than the greater-of ('A) the debt service
coverage ratio as of the date of this Instrument (based on the final underwriting of the Mortgaged
Property) or (B) the debt service coverage ratio immediately prior to the loss (in each case, Lender’s
determination shall include all operating costs and other expenses, Imposition Dep031ts deposxts to
reserves and loan repayment obligations relating to the Mortgaged Property); (4)- Lender
determines, in its discretion, that the Restoration will be completed before the earlier of (A) one
year before the maturity date of the Note or (B) one year afier the date of the loss or casualty: and -

(5) upon Lender's request, Borrower provides Lender evidence of the availability during and after - -

the Restoration of the insurance required to be maintained by Borrower pursuant to this Section 19.
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 (h) If the Mortgaged Property is sold at a foreclosure sale or Lender acqulres title to
the Mortgaged Property, I.ender shall automatically succeed to all rights of Borrower in and to
any insurance. policies and unearned insurance premiums and in and to the proceeds resulting
from any damage to the Mortgaged Property prior to such sale or acquisition.

ﬁzo, o C‘O-NDEMNATION.

(@ Borrower shall promptly notify Lender of any action or proceeding relating to any
condemnation or other taking, or conveyance in lieu thereof, of all or any part of the Mortgaged
Property, whether direct or indirect (a "Condemnation"). Borrower shall appear in and prosecute
or defend any action or proceeding relating to any Condemnation unless otherwise directed by
Lender in writing. Borrower -authorizes and appoints Lender as attorney-in-fact for Borrower to
commence, appear in and’ prosecute, in Lender's or Borrower's name, any action or proceeding
relating to any Condemnation and: to settle or compromise any claim in connection with any
Condemnation. This power ‘of attomey is coupled with an interest and therefore is irrevocable.
However, nothing contained in this. Sectlon 20 shall require Lender to incur any expense or take any
action. Borrower hereby transfers and as&gns to Lender all right, title and interest of Borrower in
and to any award or paymeni with tespectto (i} any Condemnation, or any conveyance in lieu of
Condemnation, and (ii) any damage to the Mortgaged Property caused by governmental action that
does not result in a Condemnation. :

(b)  Lender may apply such awards or proceeds, after the deduction of Lender's expenses
incurred in the collection of such amounts, at Lender's-option, to the restoration or repair of the
Mortgaged Property or to the payment of the Indebtedness, with the balance, if any, to Borrower.
Unless Lender otherwise agrees in writing, any. applicatib_n_ of any awards or proceeds to the
Indebtedness shall not extend or postpone the due date of any monthly installments referred to in
the Note, Section 7 of this Instrument or any Collateral Agreement, or change the amount of such
installments. Borrower agrees to execute such further: ev1dence of asmgnment of any awards or
proceeds as Lender may require. ———

21.  TRANSFERS OF THE MORTGAGED PROPERTY OR INTERESTS IN
BORROWER.

(a) The occurrence of any of the following events shall constltute an Event of Default
under this Instrument: ’

(D a Transfer of all or any part of the Mortgaged Property or any mterest in the
Mortgaged Property; :

(@) a Transfer of a Controlling Interest in Borrower;

3) a Transfer of a Controlling Interest in any entity which owns,du‘ectlyor
indirectly through one or more intermediate entities, a Contrelling Interest in BormWe;;' e
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€)] a Transfer of all or any part of a Key Principal's ownership interests in

* . Borrower, or in any other entity which owns, directly or indirectly through one or more

. intermediate entities, an ownership interest in Borrower (other than a Transfer of an

" agpregate beneficial ownership interest in the Borrower of 49% or less of such Key

" Principal’s original ownership interest in the Borrower and which does not otherwise result

. .in a Transfer of the Key Principal’s Controlling Interest in such intermediate entities or in
the Borrower)

' (5)______" 'if-'- Key Principal is an entity, (A) a Transfer of a Controlling Interest in Key
Principal, or'(B)a Transfer of a Controlling Interest in any entity which owns, directly or
indirectly through one or more intermediate entities, a Controlling Interest in Key Principal;

® af 'En:&_i-raw.-?ve_r_= or Key Principal is a trust, the termination or revocation of such
trust; unless the trust.is terminated as a result of the death of an individual trustor, in which
event Lender must be notified and such Borrower or Key Principal must be replaced with an
individual or entity: acceptable to Lender, in accordance with the provisions of Section 21(c)
hereof, within 90 days of such death (provided however that no property inspection shall be
required and a 1% transfer fee Wlll not be charged);

(7) if Key Prmmpa] is a natural person, the death of such individual; unless the
Lender is notified and such mdmdual is replaced with an individual or entity acceptable to
Lender, in accordance with the provisions of Section 21(c) hereof, within 90 days of such
death (provided however that no property 1nspect10n shall be required and a 1% transfer fee
will not be charged); s

(8) the merger, dissolution, liqaidat__i_oﬁ; or consolidation of (i) Borrower, (ii) any
Key Principal that is a legal entity, or (iii) any legal entity holding, directly or indirectly, a
Controlling Interest in the Borrower or in any Key Prmc1pal that is an entity;

(9) a conversion of Borrower from one type of legal entity into another type of legal
entity (including the conversion of a general partnership into a limited partnership and the
conversion of a limited partnership into a limited liability company) whether or not there is
a Transfer; if such conversion results in a change in any assets, liabilities, legal rights or
obligations of Borrower (or of Key Principal, guarantor, or any general partner of Borrower,
as applicable), by operation of law or otherwise; and A

(10 a Transfer of the economic benefits or right to cash flows attributable to
the ownership interests in Borrower and/or, if Key Principal is an entity, Key Principal,
separate from the Transfer of the underlying ownership interests, unless the Transfer of the
underlying ownership interests would otherwise not be prohibited by this Agreement .

Lender shall not be required to demonstrate any actual impairment of its seéurify: or any
increased risk of default in order to exercise any of its remedies with respect to"an E\fent of ..

Default under this Section 21.
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< (b) The occurrence of any of the following events shall not constitute an Event of
Default under this Instrument, notwithstanding any provision of Section 21(a) to the contrary:

(D) a Transfer to which Lender has consented;

. ’ (2) _ except as provided in Section 21(a)6) and (7), a Transfer that occurs by
“devise, descent, pursuant to the provisions of a trust, or by operation of law upon the death
of a natural person;

(3).._. -rh'e."_grant of a leasehold interest in an individual dwelling unit for a term of
two years or 'less' not- Containing an option to purchase;

4 .a Transfer of obsolete or worn out Personalty or Fixtures that are
contemporaneously replaced by items of equal or better function and quality, which are free
of liens, encumbrances and security interests other than those created by the Loan
Documents or consented. to by Lender;

(5) the grant of an easement, servitude, or restrictive covenant if, before the
grant, Lender determines-that-the easement, servitude, or restrictive covenant will not
materially affect the operation or value of the Mortgaged Property or Lender's interest in the
Mortgaged Property, and Borrower pays to Lender, upon demand, all costs and expenses
incurred by Lender in connection'with reviewing Borrower's request;

(6)  the creation of a tax lien or a mechanic's, materialman's, or judgment lien
against the Mortgaged Property which. is bonded off, released of record, or otherwise
remedied to Lender's satisfaction within 45 days after Borrower has actual or constructive
notice of the existence of such lien; and

(7 the conveyance of the Mortgaged Property at a judicial or non-judicial
foreclosure sale under this Instrument.

(c) Lender shall consent to a Transfer that would otherwise violate this Section 21 if,
prior to the Transfer, Borrower has satisfied each of the following -rét[uirernents:

() the submission to Lender of all information requrred by Lender to make the
determination required by this Section 21(c); “ :

(2} the absence of any Event of Default;

(3)  the transferee meets all of the eligibility, credit, management, ‘and_other
standards (including any standards with respect to previous relationships between. Lender
and the transferee and the organization of the transferee) customarily applied by Lender at
the time of the proposed Transfer to the approval of borrowers in connection with the .

origination or purchase of similar mortgage finance structures on similar multlfamﬂy
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* properties, unless partially waived by Lender in exchange for such additional conditions as

/¢ Lender may tequire;

(4  the Mortgaged Property, at the time of the proposed Transfer, meets all

.-stéinda'r_ds as to its physical condition that are customarily applied by Lender at the time of
- “the proposed Transfer to the approval of properties in connection with the origination or

“purchase of similar mortgage finance structures on similar multifamily properties, unless

partlally wa1ved by Lender in exchange for such additional conditions as Lender may
require; :

G 1f transferor or any other person has obligations under any Loan Document,
the execution by the transferee or one or more individuals or entities acceptable to Lender of
an assumption agreement (including, if applicable, an Acknowledgement and Agreement of
Key Principal to .Personal ‘Liability for Exceptions to Non-Recourse Liability) that is
acceptable to Lender and that, among other things, requires the transferce to perform all
obligations of transferor.or such person set forth in such Loan Document, and may require
that the transferee comply w1th any provisions of this Instrument or any other Loan
Document which previously may have been waived by Lender;

6) if a guaranty has been executed and delivered in connection with the Note,
this Instrument or any of the'-dthei'_..-Lban Documents, the Borrower causes one or more
individuals or entities acceptable to Lender to execuie and deliver to Lender a substitute
guaranty in a form acceptable to Lender;

(N Lender's receipt of all of thé:' fo’l'l.ov‘./_in:g:

{A)  a non-refundable re;}'iév;r fee'i'h'fhe amount of $3,000 and a transfer
fee equal to 1 percent of the outstandmg Indebtedncss immediately prior to
the Transfer; and -

(B) Bormrower’s reimbursement of ali_:- of tgﬁder's out-of-pocket costs
(including reasonable attorneys' fees) incurred in reviewing the Transfer
request, to the extent such expenses exceed $3, '1000-" and

(8) Borrower has agreed to Lender’s conditions to approve such Transfer, which
may include, but are not limited to (A) providing additional collateral, guarantres or other
credit support to mitigate any risks concerning the proposed transfetee or the performance
or condition of the Mortgaged Property, and (B) amending the Loan Decuments to (i) delete
any specially negotiated terms or provisions prev10usly granted for the excluswe benefit of
transferor and (ii) restore to original prov1510ns of the standard Fanni¢ Mae ‘form
multifamily loan documents, to the extent such provisions were previously modlﬁed o

(d) For purposes of this Section, the following terms shall have the meanmgs set forth_

below;

I
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(1} "Initial Owners" means, with respect to Borrower or any other entity, the
"/ persons or entities who on the date of the Note, direcily or indirectly, own in the aggregate
" 100% of the ownership interests in Borrower or that entity.

| .(__2) A Transfer of a '"Controlling Interest" shall mean:
L . (A)  with respect to any entity, the following:

- (1) if such entity is a general partnership or a joint venture, a

Transfer of any general partnership interest or joint venture interest which

- ___w_ould _cause the Initial Owners to own less than 51% of all general
partnership or joint venture interests in such entity;

(i)~ if such entity is a limited partnership, (A) a Transfer of any
general partnership interest, or (B) a Transfer of any partnership interests
which would cause the Initial Owners to own less than 51% of all limited
partnership 1nteres___t__s_ in such entity;

(iiiy " if 'such entity is a limited liability company or a limited
liability partnership, (A) a Transfer of any membership or other ownership
interest which would.cause the Initial Owners to own less than 51% of all
membership or other ownership interests in such entity, (B) a Transfer of
any membership, or other interest of a manager, in such entity that results in
a change of manager, or (C) a change of the non-member manager;

(iv)  if such entity is a corporation (other than a Publicly-Held
Corporation) with only one class of yoting stock, a Transfer of any voting
stock which would cause the Imtlal Owners to own less than 51% of voting
stock in such corporation; :

(v)  if such entity is a corporation (other than a Publicly-Held
Corporation) with more than one class of voting stock, a Transfer of any
voting stock which would cause the Initial ‘Owners to own less than a
sufficient number of shares of voting stock havmg the power to elect the
majority of directors of such corporation; and o

(vi)  if such entity is a trust (other than a Pubhc]y—Held Trust), the
removal, appointment or substitution of a trustee of such trust other than (A)
in the case of a land trust, or (B) if the trustee of such’ trust after such
removal, appointment, or substitution is a trustee 1dent1ﬁed in the trust
agreement approved by Lender; and/or

(B any agreement (including provisions containe'd._;.- mthe

organizational and/or governing documents of Borrower or Key Principal) or.- -

Transfer not specified in clause (A), the effect of which, either immediately or
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after the passage of time or occurrence of a specified event or condition, including
the failure of a specified event or condition to occur or be satisfied, would (i)
cause a change in or replacement of the Person that controls the management and
~.operations of the Borrower or Key Principal or (ii) limit or otherwise modify the
- extent of such Person’s control over the management and operations of Borrower
r or Key Principal.

.. --"':(3) "Publlcly-Held Corporation" shall mean a corporation the outstanding
Votmg stogk of “which is registered under Section 12(b) or 12(g} of the Securities and
Exchange Act 0f 1934, as amended.

(4')' .““l’"’ubl'iﬂély—Held Trust” shall mean a real estate investment trust the
outstanding voting shares or beneficial interests of which are registered under Section 12 (b)
or 12 (g) of the Secuntles Exchange Act of 1934, as amended.

(e} Lender shall be: prov1ded with written notice of ail Transfers under this Section
21, whether or not such Transfers are permitted under Section 21(b) or approved by Lender under
Sectlon 21(0) no later than 10 days prlor to the date of the Transfer.”

22, EVENTS OF DEFAULT

The occurrence of any one or rnore of the following shall constitute an Event of Default
under this Instrument: -

(a) any failure by Borrower to pay _or':' .dépos.ift =_when due any amount required by the
Note, this Instrument or any other Loan Document; .- -

(b) any failure by Borrower to maintain the igiSu'fance coverage required by Section 19;
(c) any failure by Borrower to comply with the ﬁtbﬁs_ions of Section 33;

(d) fraud or material misrepresentation or material omission by Borrower, or any of its
officers, directors, trustees, gencral partners or managers, Key. Principal’ or any guarantor in
connection with (A) the application for or creation of the Indebtedness, (B) any financial statement,
rent roll, or other report or information provided to Lender during the term. of the Indebtedness, or
(C) any request for Lender's consent to any proposed action, including a request for dlsbursement of
funds under any Collateral Agreement; :

(e) any (i) Event of Default under Section 21 and/or (ii) occurrénc’:é-"éf:a' B-a’nk__ruptcy
Event; e T

(f) the commencement of a forfeiture action or proceeding, whether civﬂ or crlmlnal,
which, in Lender's reasonable judgment, could result in a forfeiture of the Mortgaged Property.or ..
otherwise materially impair the lien created by this Instrument or Lender's interest in the Mortgaged =

Property;

WA
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" (g)  any failure by Borrower to perform any of its obligations under this Instrument
(other than those specified in Sections 22(a) through (f)), as and when required, which continues for
a period of 30.days after notice of such failure by Lender to Borrower, but no such notice or grace
period shall apply in the case of any such failure which could, in Lender's judgment, absent
immediate e_xéycise by Lender of a right or remedy under this Instrument, result in harm to Lender,
impairment of the Note or this Instrument or any other security given under any other Loan
Document; . .

(h) an;_fziilzure"_ by Borrower to perform any of its obligations as and when required
under any Loan Document other than this Instrument which continues beyond the applicable cure
period, if any, specified in that Loan Document; and

(i)  any exercisé by the Folder of any other debt instrument secured by a mortgage, deed
of trust or deed to secure debt on the Mortgaged Property of a right to declare all amounts due under
that debt instrument immediately due and payable.

23.  REMEDIES CUMULATIVE.

Each right and remedy provi.dued" in.this Instrument is distinct from all other rights or
remedies under this Instrument or any other Loan Document or afforded by applicable law, and
each shall be cumulative and may be exermsed concurrently, independently, or successively, in any
order. :

24. FORBEARANCE.

(a) Lender may (but shall not be obllgated to) agree with Borrower, from time to time,
and without giving notice to, or obtaining the consent of, or having any effect upon the obligations
of, any guarantor or other third party obligor, to take any of the following actions: extend the time
for payment of all or any part of the Indebtedness; reduce the payments due under this Instrument,
the Note, or any other Loan Document; release anyone liable for the payment of any amounts under
this Instrument, the Note, or any other Loan Document; accept a renewal of the Note; modify the
terms and time of payment of the Indebtedness; join in any extension or-subordination agreement;
release any Mortgaged Property; take or release other or additional’ Secm'ity .modify the rate of
interest or period of amortization of the Note or change the amount of the monthly installments
payable under the Note; and otherwise modify this Instrument, the Note or -any other Loan
Document. i

(b)  Any forbearance by Lender in exercising any right or remedy undér the Note, this
Instrument, or any other Loan Document or otherwise afforded by applicable law, shall not be a
waiver of or preclude the exercise of any other right or remedy. The acceptarice by Lender of
payment of all or any part of the Indebtedness after the due date of such payment, or.in an amount
which is less than the required payment, shall not be a waiver of Lender's right to require prompt ..

payment when due of all other payments on account of the Indebtedness or to exercise any reme__dles_ o

for any failure to make prompt payment. Enforcement by Lender of any sccurity for the
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" “Indebtedness shall not constitute an election by Lender of remedies so as to preclude the exercise of
-~ any other right available to Lender. Lender's receipt of any awards or proceeds under Sections 19
~and 20 shall not operate 1o cure or waive any Event of Default.

s 'LOAN CHARGES.

“If ‘any applicable law limiting the amount of interest or other charges permitted to be
collected from. Borrower is interpreted so that any charge provided for in any Loan Document,
whether considered separately or together with other charges levied in connection with any other
Loan Document, violates that law, and Borrower is entitled 1o the benefit of that law, that charge is
hereby reduced 1o the extent necessary to eliminate that violation. The amounts, if any, previously
paid to Lender in excess of. the permitted amounts shall be applied by Lender to reduce the principal
of the Indebtedness. For ‘the purpose of determining whether any applicable law limiting the
amount of interest or other charges permitted to be collected from Borrower has been violated, all
Indebtedness which constitutes interest, as well as all other charges levied in connection with the
Indebtedness which constitute interest, shall be deemed to be allocated and spread over the stated
term of the Note. Unless otherwise required by applicable law, such allocation and spreading shall
be effected in such a manner that the rate of interest so computed is uniform throughout the stated
term of the Note. ' a

26. WAIVER OF STATUTE OF LIMITATIONS.

Borrower hereby waives the right to assert any statute of limitations as a bar to the
enforcement of the lien of this Instrument or to any action brought to enforce any Loan Document.

27.  WAIVER OF MARSHALLING, .~

Notwithstanding the existence of any other security interests in the Mortgaged Property held
by Lender or by any other party, Lender shall have the right to detérmine the order in which any or
all of the Mortgaged Property shall be subjected to the remedies-provided in this Instrument, the
Note, any other Loan Document or applicable law. Lender shall have the right to determine the
order in which any or all portions of the Indebtedness are satisfied from ‘the proceeds realized upon
the exercise of such remedies. Borrower and any party who now or in the future acquires a security
interest in the Mortgaged Property and who has actual or constructive notice-of this Instrument
waives any and all right to require the marshalling of assets or to require that any of the Mortgaged
Property be sold in the inverse order of alienation or that any of the Mortgaged- Property be sold in
parcels or as an entirety in connection with the exercise of any of the. remedzes perrmtted by
applicable law or provided in this Instrument. :

28, FURTHER ASSURANCES.

Borrower shall execute, acknowledge, and deliver, at its sole cost and expense, alI further
acts, deeds, conveyances, assignments, estoppel certificates, financing statements, transfers and -
assurances as Lender may require from time to time in order to better assure, grant, and convey 0.
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_"Lender the rights intended to be granted, now or in the future, to Lender under this Instrument
~~and 'the Loan Documents.

L _Within':.lo days after a request from Lender, Borrower shall deliver to Lender a written
statement; sighed and acknowledged by Borrower, certifying to Lender or any person designated by
Lender, as of the.date of such statement, (i) that the Loan Documents are unmodified and in full
force and effect (or, if there have been modifications, that the Loan Documents are in full force and
effect as modified and Setiing forth such modifications); (ii) the unpaid principal balance of the
Note; (iii) the date to. ‘which interest under the Note has been paid; (iv) that Borrower is not in
default in paying the - Indebtedness or in performing or observing any of the covenants or
agreements contained in this Instrument or any of the other Loan Documents (or, if the Borrower is
in default, describing such default in reasonable detail); (v) whether or not there are then existing
any setoffs or defenses known to, Borrower against the enforcement of any right or remedy of
Lender under the Loan Documents; and-(vi) any additional facts requested by Lender.

30.  GOVERNING LAW; CONSENT TO JURISDICTION AND VENUE.

(a) This Instrument, and anyLoan Document which does not itself expressly identify
the law that is to apply to it, shall be governed by the laws of the jurisdiction in which the Land is
located (the "Property Jurisdiction").

(b) Borrower agrees that any controver_syférising under or in relation to the Note, this
Instrument, or any other Loan Document shall be litigated exclusively in the Property Jurisdiction.
The state and federal courts and authorities with jurisdict'ioﬁ in the Property Jurisdiction shail have
exclusive jurisdiction over all controversies which shall arise under or in relation to the Note, any
security for the Indebtedness, or any other Loan Document. Borrower irrevocably consents to
service, jurisdiction, and venue of such courts for any such lltlga’non and waives any other venue to
which it might be entitled by virtue of domicile, habitual residence or otherwise.

31. NOTICE.

(a) All notices, demands and other communications (“noti’c_'e":)'under or concerning this
Instrument shall be in writing. Each notice shall be addressed to" the intended. recipient at its
address set forth in this Instrument, and shall be deemed given on the earliest to- occur of (1) the
date when the notice is received by the addressee; (2) the first Business. Day after the notice is
delivered to a recognized overnight courier service, with arrangements made for payment of
charges for next Business Day delivery; or (3) the third Business Day after the notice is deposited in
the United States mail with postage prepaid, certified mail, return receipt requested. As used in this
Section 31, the term "Business Day" means any day other than a Saturday, a Sunday or any other
day on which Lender is not open for business. <

(b)  Any party to this Instrument may change the address to which notices inté}ldéd_ for it e
are to be directed by means of notice given to the other party in accordance with this Section.31.
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. “Each party agrees that it will not refuse or reject delivery of any notice given in accordance with this
-~ Section 31, that it will acknowledge, in writing, the receipt of any notice upon request by the other

" party-and that any notice rejected or refused by it shall be deemed for purposes of this Section 31 to
have-- been received by the rejecting party on the date so refused or rejected, as conclusively
establi’shed by-the records of the U.S. Postal Service or the courier service.

(c) Any notice under the Note and any other Loan Document which does not specify
how notlces are 1o be g given shall be given in accordance with this Section 31.

32.  SALE OF NOTE; CHANGE IN SERVICER.

The Note or a partial initerest in the Note (together with this Instrument and the other Loan
Documents) may be sold one or-more times without priot notice to Borrower. A sale may result in
a change of the Loan Servicer. “There also may be one or more changes of the Loan Servicer
unrelated to a sale of the: Note If. there is a change of the Loan Servicer, Borrower will be given
notice of the change. o #

33. SINGLE ASSET iiORRﬁ()WER.

Until the Indebtedness is pa.ld n full Borrower (a) shall not acquire any real or personal
property other than the Mortgaged Property -and personal property related to the operation and
maintenance of the Mortgaged Property; (b) shall not operate any business other than the
management and operation of the Mortgaged- Property, _amd (¢) shall not maintain its assets in a way
difficult to segregate and identify. -

34. SUCCESSORS AND ASSIGNS BOUN])

This Instrument shall bind, and the rights grantecl by thls Instrument shall inure to, the
respective successors and assigns of Lender and Borrower However a Transfer not permitted by
Section 21 shall be an Event of Default. : o

35. JOINT AND SEVERAL LIABILITY.

If more than one person or entity signs this Instrument as Bomower the obhgatlons of such
persons and entities shall be joint and several. - -

36. RELATIONSHIP OF PARTIES; NO THIRD PARTY BENEFICIARY
(a) The relationship between Lender and Borrower shall be solel{y th"at':.of ' 'c.reditor and
debtor, respectively, and nothing contained in this Instrument shall create any other relattonshlp

between Lender and Borrower.

(b)  No creditor of any party to this Instrument and no other person shall be a thrrd party_

beneficiary of this Instrument or any other Loan Document. Without limiting the generality of the . .

preceding sentence, (1) any arrangement (a "Servicing Arrangement") between the Lender ‘and
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“any Loan Servicer for loss sharing or interim advancement of funds shall constitute a contractual
- obligation of such Loan Servicer that is independent of the obligation of Borrower for the payment
" of the Indebtedness, (2) Borrower shall not be a third party beneficiary of any Servicing
Alrangement and (3) no payment by the Loan Servicer under any Servicing Arrangement will
reduce the amount of the Indebtedness.

7. :'___SE_V_E_RABILITY; AMENDMENTS.

The invalidity or-unenforceability of any provision of this Instrument shall not affect the
validity or enforceablhty of any other provision, and all other provisions shall remain in full force
and effect. This Instrument. contains the entire agreement among the parties as to the rights granted
and the obligations assumed in this Instrument. This Instrument may not be amended or modified
except by a writing 31gned by the party against whom enforcement is sought.

38. C()NSTRUCTION

The captions and headlngs of the sections of this Instrument are for convenience only and
shall be disregarded in construing this- Inst_zmnent Any reference in this Instrument to an "Exhibit”
or a "Section" shall, unless otherwise explicitly provided, be construed as referring, respectively, to
an Exhibit attached to this Instrument or to a Séction of this Instrument. All Exhibits attached to or
referred to in this Instrument are 1nc0rporated by reference into this Instrument. Any reference in
this Instrument to a statute or regulation shall be construed as referring to that statute or regulation
as amended from time to time. Use of the singular in this Agreement includes the plural and use of
the plural includes the singular. As used in this Instmment the term "including” means "including,
but not limited to." -

39. LOAN SERVICING.

All actions regarding the servicing of the loan. evidehced by the Note, including the
collection of payments, the giving and receipt of notice, inspections of the Property, inspections of
books and records, and the granting of consents and approvals, may be taken by the Loan Servicer
unless Borrower receives notice to the contrary. If Borrower receives conflicting notices regarding
the identity of the Loan Servicer or any other subject, any such notice from Lender shall govern.

40. DISCLOSURE OF INFORMATION.

Lender may furnish information regarding Borrower or the Mortgaged Property to third
parties with an existing or prospective interest in the servicing, enforcement gvaluation,
performanee purchase or securitization of the Indebtedness, including trustées, master SETVICeTS,
special servicers, rating agencies, and organizations maintaining databases on the underwrltmg and
performance of multifamily mortgage loans. Borrower irrevocably waives any and all rlghts it may
have under applicable law to prohibit such disclosure, including any right of privacy. - C
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= 41 NO CHANGE INFACTS OR CIRCUMSTANCES.

All information in the application for the loan submitted to Lender (the "Loan
Apphcatlon") and in all financial statements, rent rolls, reports, certificates and other documents
submitted in-connection with the Loan Application are complete and accurate in all material
respects. . There has been no material adverse change in any fact or circumstance that would make
any such information incomplete or inaccurate.

42.  SUBROGATION.

If, and to the extént that the proceeds of the loan evidenced by the Note are used to pay,
satisfy or discharge any obhgatlon of Borrower for the payment of money that is secured by a pre-
existing mortgage, deed of trust or other lien encumbering the Mortgaged Property (a "Prior
Lien"), such loan proceeds shall. be deemed to have been advanced by Lender at Borrower's
request, and Lender shall auiomaticatly; and without further action on its part, be subrogated to the
rights, including lien priority, of the =owner or holder of the obligation secured by the Prior Lien,
whether or not the Prior Lien is released :

43. ACCELERATION; REMEDIES

At any time during the existence _of an Event of Default, Lender, at Lender's option, may
declare the Indebtedness to be immediately. due and payable without further demand. After giving
Borrower notice of the occurrence of an Event of Default in the manner prescribed by Washington
law, Lender may invoke the power of sale and any other remedles permitted by Washington law or
provided in this Instrument or in any other Loan Document Borrower acknowledges that the
power of sale granted in this Instrument may be exermsed by Lender without prior judicial hearing.
Borrower has the right to bring an action to assert that an Event of Default does not exist or to raise
any other defense Borrower may have to acceleration and sale. Lender shall be entitled to collect
all costs and expenses incurred in pursuing such remedies; 1nc1ud1ng attomeys fees and costs of
documentary evidence, abstracts and title reports. £ :

If Lender invokes the power of sale, Lender shall give written notice to Trustee of the
occurrence of the Event of Default and of Lender’s election to cause the Mortgaged Property to be
sold. Trustee and Lender shall give such notices as Washington laW"-may_req_u-ire__ to Borrower and
to all other persons entitled to receive notice under Washington law. After the lapse of such time as
may be required by Washington law, Trustee shall sell the Mortgaged- Property according to
Washington law. Trustee may sell the Mortgaged Property at the time and- ‘place and under the
terms designated in the notice of sale in one or more parcels and in such order as Trustee may
determine. Trustee may postpone the sale of all or any part of the Morigaged Property for a period
or periods not exceeding a total of 30 days by public announcement at the time and place fixed i in
the notice of sale. Lender or Lender’s designee may purchase the Mortgaged Property at any sale

Trustee shall deliver to the purchaser at the sale, within a reasonable time after the sale, a

deed conveying the Mortgaged Property so sold without any covenant or warranty, express or

IR
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'imphed The recitals in Trustee’s deed shall be prima facie evidence of the truth of the statements
-~ made in the recitals. Trustee shall apply the proceeds of the sale in the following order: (a) to all
" costs-and expenses of the sale, including Trustee’s fees and attorneys’ fees and costs of title
evidence; (b) to the Indebtedness in such order as Lender, in Lender’s discretion, directs; and (c) the
excess,if any, to the clerk of the superior court of the county in which the sale took place.

44, :-___:RECQNVEYANCE.

Upon payment of the Indebtedness, Lender shall request Trustee to reconvey the Mortgaged
Property and shall deliver this Instrument and the Note to Trustee. Trustee shall reconvey the
Mortgaged Property Wlthout warranty to the person or persons legally entitled thereto. Such person
or persons shall pay Tmstee s reasonable costs incurred in so reconveying the Mortgaged Property.

45.  SUBSTITUTE TRUSTEE.

In accordance with Washington law, Lender may from time to time appoint a successor
trustee to any Trustee appointed under this Instrument who has ceased to act. Without conveyance
of the Mortgaged Property, the successor trustee shall succeed to all the title, power and duties
conferred upon the predecessor Trustee and by applicable law.

46. USE OF PROPERTY.
The Mortgaged Property is not used pnnmpally for agrlcultural or farming purposes.
47.  WAIVER OF TRIAL BY JURY

BORROWER AND LENDER EACH (A) COVENANTS AND AGREES NOT TO
ELECT A TRIAL BY JURY WITH RESPECT TO ANY. ISSUE ARISING OUT OF THIS
INSTRUMENT OR THE RELATIONSHIP BETWEEN THE PARTIES AS BORROWER
AND LENDER THAT IS TRIABLE OF RIGHT BY A JURY AND (B) WAIVES ANY
RIGHT TO TRIAL BY JURY WITH RESPECT TO SUCH ISSUE TO THE EXTENT
THAT ANY SUCH RIGHT EXISTS NOW OR IN THE FUTURE. THIS WAIVER OF
RIGHT TO TRIAL BY JURY IS SEPARATELY GIVEN BY EACH PARTY,
KNOWINGLY AND VOLUNTARILY WITH THE BENEFIT OF. COMPETENT LEGAL
COUNSEL.

ATTACHED EXHIBITS. The following Exhibits are attached to this Instrument

1X]| Exhibit A Description of the Land (required).

1X| Exhibit B Modifications to Instrument
T ———— |11
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. IN WITNESS WHEREOF, Borrower has signed and delivered this Instrument or has
. caused this Instrument to be signed and delivered by its duly authorized representative.

[SIGNATURES AND ACKNOWLEDGMENTS]

COUNTRY CLASS ASSETS, LLC.

By: =4
Name: . Brown -
Title: Manager L

STATE OF WASHM_?;L;) ,\) L
countyoF KNy

On this zzjd day of December, 2010, before me, the undersigned, a Notary Public in and
for the State of W//ASHA G[Qi\i duly commissioned and swom, personally appeared Rickney D.
Brown to me known to be the Manager of Country Class Assets, L.L.C., the limited liability
company that executed the foregoing instrument and ackniowledged the said instrument to be the
free and voluntary act of and deed of said limited liability company, for the uses and purposes
therein mentioned, and on oath stated that he was authorized to execute the said instrument and that
the seal affixed is the corporate seal of said limited liability company.

Witness my hand and seal the day and year first above wntten =

\ﬂm . fz \\\\“\\fullllf{,r”},’.'

9903-72nd SESW S ,\@_‘c-_._\ﬁ,g_%%

o
. N \s5ion % .
Notary Public residing at LAkewood & 49& g-“ QT < “ __4/ e
S S WOTARL%i 2
Printed Name: %]:glg:ln 0&}2)5 = | @t 2
= N PUBLC S
= ... '.. 0 =
My Commission Expires: %, Vol PIOLK) §
,:?//, OF 'W.A.s“\ \\'\®
j0-3[-12 it
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KEY PRINCIPAL

Key Prmclpal
Name: RlckneyD Brown

Address: 909 S. _33'6th S.treet, Suite 200
Federal Way,___WA__98003

Key Principal
Name: Steven M. Brown |

Address: 909 S. 336th Street, Suite 200 -
Federal Way, WA 98003 - -

Key Principal
Name: Kaylene E. Brown

Address: 909 S. 336th Street, Suite 200
Federal Way, WA 98003
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EXHIBIT A

[DESCRIPTION OF THE LAND)]

Real property m the Clty of Sedro Woolley, County of Skagit, State of Washington, described as
follows: S

The Nom:'f356.64:___"feet--of the West 450 feet of the Northwest 1/4 of the Southwest 1/4 of the
Northeast 1/4 of Sgct’i'()_n“Z"_’?, Township 35 North, Range 4 East of the Willamette Meridian in The
County of Skagit and S___ta];e of Washington.

EXCEPT the West 30__f¢§i£ -fo_ﬂr.-C:glli_ps Road,;

TOGETHER WITH a non-exclusive easement for ingress, egress and utilities, over and across that
portion of Hospital Drive lying within said Northwest 1/4 of the Southwest 1/4 of the Northeast 1/4
and lying South of the above described premises and as delineated on a survey recorded November
15, 1993 in Volume 11 of Short Plats, pages 17 and 18, under Auditor's File No. 9311150090,
records o f Skagit County, Washington;, -~ -

EXCEPT any portion lying South of the Nb.i;th line of the South 250 feet of said Northwest 1/4 of
the Southwest 1/4 of the Northeast 1/4. "

APN: 350424-1-014-0014 (P37836) and 350427-1-014-0400 (P129672)
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Exhibit:

EXHIBIT B

MODIFICATIONS TO INSTRUMENT
(Seniors Housing)

The followmg modifications are made to the text of the Instrument that precedes this

end thereof:

"(dd) "Accounts means all money, funds, investment property, accounts,

1. Seétid'n;-l' of the Instrument is hereby amended to add the following paragraphs at the

general mtanglbles deposit accounts, chattel paper, documents, instruments,
judgments, : claims, .settlements of claims, causes of action, refunds, rebates,
reimbursements, reserves, deposits, subsidies, proceeds, products, rents and
profits, now or hereafter arising, received or receivable, from or on account of the
Borrower's management and operation of the Mortgaged Property as a Seniors

Housing Facility.".

"(ee) "Contract(s)" means any contract or other agreement for the provision of
goods or services at or ‘otherwise in connection with the operation, use or
management of the Mortgaged Property, including cash deposited to secure

performance by parties of their obligations."

"(ffy “Inventory" means all right, title and interest of Borrower in and to inventory
of every type and description, now owned and hereafter acquired, including, without
limitation, raw materials, work in process, finished goods, goods returned or
repossessed or stopped in transit, goods used ‘for demonstration, promotion,
marketing or similar purposes, property in, c__)__n.or_w1th which any of the foregoing
may be stored or maintained, all materials and supplies usable or used or consumed
at the Mortgaged Property, and all documents and documents of title relating to any
of the foregoing, together with all present and future parts, additions, accessories,
attachments, accessions, replacements, replacement parts and SubStltutIOIlS therefore

or thereto in any form whatsoever."

"(gg) "License(s)" means any operating licenses, Certlﬁcates of occupancy, health

department licenses, food service licenses, certificates of need, business licenses,
permits, registrations, certificates, authorizations, approvals; .and - similar
documents required by applicable laws and regulations for the. operatlon of the

Mortgaged Property as a Seniors Housing Facility, including replacements and

additions thereto."

Soiors Hovsing Modificaons  esramens WA RA
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Skagit County Auditor
12/29/2010 Page 45 of 6812:33PM

: Mae



"(thh) "Operating Lease" means any master lease, operating agreement,
operating lease or similar document, preapproved by Lender, under which control
of the occupancy, use, operation, maintenance and administration of the

. Mortgaged Property as a Seniors Housing Facility has been granted to any
+ individual or entity other than the Borrower."

__"f(-ii)= - "Operator" means any qualified and licensed (if so required by the
- applicable laws of the Property Jurisdiction) individual or entity obligated under
- the terms-of an Operating Lease with the Borrower."

"(j3))"Seniors Housing Facility" means a residential housing facility which
qualifies as."housing for older persons" under the Fair Housing Amendments Act
of 1988 and the Housmg for Older Persons Act of 1995 comprised of assisted
living unlts T

"(kk) "Thlrd Paﬂy Payments“ means all payments and the rights to receive such
payments from Medlcald programs or similar federal, state or local programs
boards, bureaus: 0_1_' _agenc_l_e_s, and from residents, private insurers or others."

2, Section 1(g) of the Instrﬁment: is hereby amended to add the following sentence at
the end thereof: DT
"The term "Hazardous Mat'erials“ shall a_l__s_o include any medical products or devices,
-including, but not limited to, those “"'_mat_erials defined as "medical waste" or
"biological waste" under relevant statutes or regulations pertaining to any Hazardous
Materials Law." s S
3. Section 1{0) of the Instrument is hereby amended to add the following sentence at
the end thereof: S
"The term "Leases" shall also include any remdency, occupancy, admission and care
agreements pertaining to residents of the Mortgaged Property and any Operating
Lease."
4. Section 1(s) of the Instrument is hereby amended:

A} to revise subsection (14) to read as follows:

“(14) all resident and tenant security deposits, entrance fe‘esg"'app"l:ication
fees, processing fees, community fees and any other amounts or fées™. |
deposited by any resident or tenant upon execution of a Lease wh:ch have
not been forfeited by the resident or tenant; and” . .

and

Seniors Housing Modifications to Instrument \MM L ﬁ & LML“MM
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B) to add the following subsections (16), (17), (18) and (19) at the end thereof

"(16) all payments due, or received, from residents, second party charges

added to base rental income, base and/or additional meal sales,

~ commercial operations located on the Mortgaged Property or provided as a

. service to the residents of the Mortgaged Property, rental from guest

“suites, seasonal lease charges, furniture leases, and laundry services, and

.+ any and all other services provided to residents in connection with the

" Mortgaged Property, and any and all other personal property on the

. __:Mortgaged Property, excluding personal property belonging to residents of
the Mortgaged Property (other than Personalty belonging to Borrower);"

"(1__7)_ sub]ect to applicable law and regulations, all Licenses and
Caniracts relating to the operation and authority to operate the Mortgaged
Property as a-Seniors Housing Facility;"

“(18) alt” Third Party Payments arising from the operation of the
Mortgaged. - Pr’ope’fty as a Seniors Housing Facility, utility deposits,
unearned premmms .acerued, accruing or to accrue under insurance
policies now or hereafter obtained by the Borrower and all proceeds of any
conversion of the Mortgaged Property or any part thereof including,
without limitation, proceeds of hazard, property, flood and title insurance
and all awards and compensation for the taking by eminent domain,
condemnation or otherwise, of all or any part of the Mortgaged Property
or any easement therein;" and '

"(19) all of Borrower's Accounts and Inventory

5. Section 1{v} of the Instrument is hereby amended to add the following
sentence at the end thereof’

"The term "Personalty” shall also include all personal property currently owned or
acquired by Borrower after the date hereof used in connection with the ownership
and operation of the Mortgaged Property as a Seniors Housmg Facility, all kitchen
or restaurant supplies and facilities, dining room supphes and -facilities, medical
supplies and facilities, leasehold improvements, or related fum1ture and equipment,
together with all present and future parts, additions, accessories, replacements
attachments, accessions, replacement parts and substitutions- therefor, -and the
proceeds thereof (cash and non-cash including insurance proceeds) and any-.other
equlpment supplies or furniture owned by Borrower and leased to any thlrd party
setvice provider or any Operator under any Operating Lease, use, occupancy; or
lease agreements, as well as all Licenses, to the extent perm1tted by appllcable }
law and regulations, including replacements and additions thereto." L e
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7.
the end thereof:

3.
the end thereof’

Section 1(x) of the Instrument is hereby amended to provide as follows:

. "Rents" means all rents (whether from residential or non-residential space), revenues
- and other income of the Land or the Improvements, including rent paid under any
"'=Operating Lease, subsidy payments recetved from any sources (including but not
- limited to payments under any Housing Assistance Payments Contract), parking
- fees, laundry and vending machine income and fees and charges for food,
* healthcare, and other services provided at the Mortgaged Property, whether now

due, .past-due, or to become due, security deposits, entrance fees, application fees,
processing fees, community fees and any other amounts or fees forfeited by any
resident - or tenant, together with and including all proceeds from any prlvate
1nsuran__ce_for residents to cover rental charges and charges for services at or in
connection with the Mortgaged Property, and the right to Third Party Payments due
for the remts or services of residents at the Mortgaged Property, Each of the
foregoing shall be considered "Rents” for the purposes of the actions and rights set
forth in Section 3 .of this Instrument.

Section 3(b) of the. Instrument is hereby amended to add the following sentence at

"After an Event of Default, Lender is further authorized to give notice to all Third
Party Payment payors (other than governmental entities) at Lender's option,
instructing them to pay all Third Party- Payments which would be otherwise paid to
Borrower to Lender, to the extent permitted by law. In the case of Third Party
Payments from Third Party Payment payors which are governmental entities,
including Medicaid, Lender and Borrower havg éxecuted a Depositary Agreement of
even date herewith which establishes special procedures for the receipt and
disposition of the Third Party Payments.", :

Section 3(c) of the Instrument is hereby amenaer__l'to add the following sentence at

"In order to induce Lender to lend funds hereunder Borrower (together with any
Operator or manager of the Mortgaged Property) hereby agrees upon the occurrence
of an Event of Default and at the option of Lender, that it shall continue to provide
all necessary services required under any Operating Lease or apphcable licensing or
regulatory requirements and shall fully cooperate with Lender.and any receiver as
may be appointed by a court, in performing these services and agrees to arrange for
an orderly transition to a replacement operator, manager or provider of the necessary
services, and to execute promptly all applications, assignments, consents and
documents requested by Lender to facilitate such transition.” : :

Seniors Housing Modifications to Instrument mmj@"ﬁm’ﬂ 4
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9.

The first sentence in Section 4(b) of the Instrument is hereby amended to add the

followmg at the end thereof:

0
follows: .-

11.

~..", with the exception of any Operating Lease."

s _The last sentence in Section 4(e) of the Instrument is hereby amended to state as

o "If:__:__eus'tomary in the applicable market, residential Leases with a month-to-month

term-or-With terms of less than six months shall be permitted with Lender's prior
written, eonsent.”

The first sentence m Section 4(f) of the Instrument is hereby amended to add the

following at the end thereof

12.

13.

"with the exceptlon of any Operating Lease which has previously been approved by
Lender." o

Section 4 of the Instrumentls 'hereby amended to add the following as Section 4¢h}:

"Any Operating Leasc is and shall be subject and subordinate in all respects to the
liens, terms, covenants ‘and conditions of the Instrument and the other Loan
Documents, and to all renewals, modifications, consolidations, replacements and
extensions thereof, and to all advances "here_tofore made or which may hereafter be
made pursuant to the Instrument (including“all sums advanced for the purposes of
(x) protecting or further securing the lien of the Instrument, curing defaults by
Borrower under the Loan Documents. or for-any other purposes expressly permitted
by the Instrument or (y) constructing, renovatmg, repamng, furnishing, fixturing or
equipping the Mortgaged Property.”

Section 11 of the Instrument is hereby amended to add the followmg sentences at the
end thereof: . :

“Borrower further covenants and agrees that it shall not pertnit more than 20% of its
effective gross income to be derived from units relying on Medicaid payments. If by
reason of applicable law or regulation more than 20% of effective gross income
becomes derived from units relying on Medicaid payments, the Borrower shall
diligently and expeditiously take all reasonable sieps necessary to “bring the
Mortgaged Property into compliance with the preceding séntence to the extent
permissible by applicable law or regulation. Borrower further cov__enants and_agrees
that it shall limit the use and occupancy of the Mortgaged Property-to residents that
meet the standards for independent living or assisted living, and that. it ‘shall riot
accept residents that require skilled nursing care or permit residents reqmnng skllled _
nursing care to remain at the Mortgaged Property as a routine matter.” e o
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15.
following:

Section 12(a) of the Instrument is hereby amended to add the following at the end

- "and, (5) payments for any required licensing fees, permits, or other expenses related

. to the operation of the Mortgaged Property as a Seniors Housing Facility by or on
- behalf of the Lender, any fines or penalties that may be assessed against the
-~ Mortgaged Property, any costs incurred to bring the Mortgaged Property into full
- compliance with applicable codes and regulatory requirements, and any fees or costs

related .to. Lender's employment of any operator or service provider for the
Mortgaged Property."

Section 14(b) of the Instrument is hereby deleted in its entirety and replaced with the

"(b)  Subjeetto federal, state and local laws and regulations applicable to resident
and tenant privacy, including but not limited to the Health Insurance Portability and
Accountability Act (“HIPAA”) (collectively the “Privacy Laws”), Borrower shall
furnish to Lender all of the follomng "

"(1)  within 30 clays after the end of each fiscal quarter, a statement of
income and expenses for Borrower's or any Operator's operation of
the Mortgaged Property for that quarter, a statement of changes in
financial position of Borrower relating to the Mortgaged Property
for that quarter and a balance sheet showing all assets and
liabilities of Borrower relatmg to the Mortgaged Property as of the
end of that quarter;"

“(2)  within 90 days after the end of ‘each twelve consecutive month
fiscal year, a statement of inicome and expenses for Borrower’s or
any Operator’s operation of the Mortgaged Property for that fiscal
year, prepared in accordance with generally accepted accounting
principles (“GAAP”), a statement. of changes in financial position
of Borrower relating to the Mortgaged Property for that fiscal year,
and a balance sheet showing all assets and liabilities of Borrower
relating to the Mortgaged Property as.of the end -of that fiscal
vear;” =

“(3)  within 30 days after the end of each quarter of Borrower, and at any
other time upon Lender's request, a rent schedule for the Mortgaged
Property showing the name of each resident and tenant,-and for-each
resident and tenant, the space occupied, the lease expiration date, the
rent payable for the current month, the date through which renthas

Seiors Howing Madifctons o Insrumens AAHMAAHRIAY
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been paid, any income attributable to additional resident services,
and any related information requested by Lender;"

within 120 days afier the end of each fiscal year of Borrower, and at
any other time upon Lender's request, an accounting of all security
deposits held pursuant to all Leases, including the name of the
institution (if any) and the names and identification numbers of the
accounts (if any) 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 access information

.+ regarding such accounts;”

~within 120 days afier the end of each fiscal year of Borrower, and at

< any _b_ther time upon Lender's request, a statement that identifies all

owners of any interest in Borrower and the interest held by each, if

“. Borrower is a corporation, all officers and directors of Borrower, and

ll(6)

"(7)

"(8)

”(9)

“(10)

it Borrower is a limited liability company, all managers who are not

members -

upon Lenders request, a monthly property management report for
the Mortgaged Property, showing the number of inquiries made and
rental applications received from residents or prospective residents
and deposits received from residents and any other information
requested by Lender '

if required by Le'nder_, a stafement of income and expense for the
Mortgaged Property for the prior month or quarter;"

"within 10 days of Borrower's receipt, copies of all inspection
reports, surveys, reviews, and certifications prepared by, for, or on
behalf of any licensing or regu]atory ~authority relating to the
Mortgaged Property and any legal actions, orders, notices, or
reports relating to the Mortgaged. Property Issued by the applicable
regulatory or licensing authorities;"

upon the request of Lender, copies of all reports relating to the
services and operations of the Mortgaged Property, including, if
applicable, Medicaid cost reports and records- relatmg to account
balances due to or from Medicaid or any prlvate 1nsurer an

within 10 days of submission by Borrower, copies of all mcrdent
reports submitted to any liability insurance carrier or. anjyr elderly
affairs, regulatory or licensing authority.” N
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‘16,

Section 17(a)(5) is hereby amended to state the following:

"shall provide for professional management of the Mortgaged Property as a Seniors

. Housing Facility either by Borrower, an Operator under an Operating Lease
- approved by Lender in writing, or a management company engaged either by the
=Borrc::ower or any Operator under a Contract approved by Lender in writing."

--""',Sectlon 17(a) of the Instrument is hereby amended to add the following sentence

at the end thereof

18.
subsection (c):

“Borrovver"funher covenants and agrees that it shall maintain and operate the
Mortgage'd Property as a Seniors Housing Facility at all times in accordance with
the standards .required by any apphcable Licenses and as required by any
regulatory authorlty, that it shall maintain in good standing all Licenses, and that
it shall cause to renew and extend all such required Licenses, and shall not fail to
take any action necessary to keep all such Licenses in good standing and full force
and effect. Borrower will immediately provide Lender with any notice or order of
a violation whlch may othermse have an adverse impact on the Mortgaged
Property, its operatlons or 1ts compliance with licensing and regulatory
requirements."” :

Section 17 of the In.:strur'ﬁent is hereby amended to add the following as

"Borrower has entered into the Contracts.previously identified to Lender for the
provision of goods or services, at or Q_the'rv'i}ise in connection with the operation,
use or management of the Mortgaged Propetty, ‘Borrower may in the future enter
into Contracts for the provision of additional goods or services at or otherwise in
connection with the operation, use or management of the Mortgaged Property.
Until Lender gives notice to Borrower of Lender's exercise of its rights under this
Instrument, Borrower shall have all rights, power and authority granted to
Borrower under any Contract (except as otherwise limited by this subsection or
any other provision of this Instrument), including the right, power and authority to
modity the terms of any Contract or extend or terminate any Contract, with the
exception of any Operating Lease. Upon the occurrence ofan Event of Default
and at the option of Lender, the permission given to- Borrower pursuant to the
preceding sentence to exercise all rights, power and authorlty under Contracts
shall terminate. Upon Lender's delivery of notice to Borrower of an:Event of
Default, Lender shall immediately have all rights, powers and authorlty granted to
Borrower under any Contract, including the right, power and authority to modify
the terms of, extend or terminate any such Contract. Borrower hereby représents
and warrants and agrees with Lender that: (1) the Contracts are assignable and no
previous assignment of Borrower's interest in the Contracts has been made; (2)
the Contracts are in full force and effect in accordance with their respectlve terrns -
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19.

and there are no defaults thereunder; (3) Borrower shall fully perform all of its
obligations under the Contracts, and Borrower agrees not to amend, modify,
assign, sell, pledge, transfer, mortgage or otherwise encumber its interests in any

., of the Contracts so long as this Instrument is in effect, or consent to any transfer,

- assignment or other disposition thereof without the written approval of Lender;

. and (4) each Contract entered into by Borrower subsequent to the date hereof, the

"~ average annual consideration of which, directly or indirectly, is at least $20,000,

" shall provide: (i) that it shall be terminable for cause; and (ii) that it shall be
- tertninable at Lender's option, upon the occurrence of an Event of Default.

Sectmn 18(b) of the Instrument is hereby amended to add the following sentence

at the end thereof:

20.

21.

"Prohjﬁi.t'é'd:'ActiViﬁés_ and Conditions also shall not include the safe and lawful use
and storage of medical products and devices customarily used in the operation of a
Seniors Housing Facility."

Section 19(c) is "heteby-axﬂehded to provide as follows:
"Borrower shall maintai;l_oi' cause any Operator to maintain at all times commercial
professional liability ~and - general liability insurance, workers' compensation

insurance, and such other -ins'urance as Lender may require from time to time.”

Section 21(a) of the Instrument is hereby amendecl to add the following Sections (8)

and (9} at the end thereof’

22.

(), (h), (i) and (j):

Seniors Housing Modifications to Instrument rmmm Lm Wmmm " B-9

"(8) a Transfer or change in""“the"."ho_ldtf:_r'_: of the Licenses authorizing the
Mortgaged Property to operate as a Senior_s'Housing Facility; and"

"(9) aTransfer of the Borrower's or any Operator s respectwe interest(s) in any
Operating Lease.” . :

Section 22 of the Instrument is hereby amended to add the followmg as Sections 22

"(g)  any failure by Borrower, Operator or any manager(as ap.pli_eeble) to comply
with the use and licensing requirements set forth in Sections 1__0'and 1'1”'

"(h) any loss by Borrower, Operator or any manager (as apphcab]e) of any
License or other legal authority necessary to operate the Mortgaged Pmperty asa
Seniors Housing Facility, or any failure by Borrower, Operator or any. manager
(as applicable) to comply strictly with any consent order or decree or. to"Correct,
within the time deadlines set by any federal, state or local licensing agency, any
deficiency where such failure results, or under applicable laws and regulatlons is o

Mae
Skaglt County Auditor

12/28/2010 Page §3 of 8812:33PM



reasonably likely to result, in an action by such agency with respect to the

Mortgaged Property that may have a material adverse effect on the income and

operations of the Mortgaged Property or Borrower's interest in the Mortgaged

. Property, including, without limitation, a termination, revocation or suspension of

" any applicable Licenses, necessary for the operation of the Mortgaged Property as
. a Seniors Housing Facility";

' ._..-":"(i;) ' "'-if, without the consent of Lender, Borrower, Operator or any manager (as

e app_licable):

Gy

“(i)

Gi(iv)

“(V)

“(Vi)

ceases to operate the Mortgaged Property as a Seniors Housing .
Facility;”

é’eases to provide such kitchens, separate bathrooms, and areas
for eating, sitting and sleeping in each independent living or

assisted living unit or at a minimum, central bathing facilities
- for'Alzheimer’s/dementia care, as are provided as of the date of
j_'thls Instrument

ceases;’to_provide other facilities and services normally

associated with independent living or assisted living units,
including, without limitation, (A) central dining services
providing . up to three meals per day, (B) periodic
housekeeping, (C) laundry  services, (D) customary
transportatlon scrvlces and (E) social activities;”

prov1des or contracts for skllled nursing care for any of the
units;” : :

leases or holds available for leaseto commercial tenants non-
residential space (i.e., space other than the units, dining areas,
activity rooms, lobby, ‘parlors, kitchen, mailroom,
marketing/management ofﬁces) cxceedlng ten percent (10%)
of the net rental area; or” :

takes any action or permits to ex1:st"an)? condition that causes
the Mortgaged Property to be no longer classified as housing
for older persons pursuant to the Fair I—Iousmg Amendments
Act of 1988 and the Housing for Older Persons Act of 1995”
and _

“(J) a default under any Operating Lease or under the 'Sﬁbo.r'dinatidn,
Assignment and Security Agreement executed by Borrower, Operator and Lender
in connection with this Loan which continues beyond any applicable cure period,
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(1) and (rn) respectlvely and are amended to read as follows:

24,
end thereof

25.

Section:

Seniors Housing Modifications to Instrument

or the termination of any Operating Lease without Lender's prior written
approval.”

- The former Sections 22(g), (h) and (i) are hereby amended to be Sections 22 (k),

_'f(-k_)__ - any failure by Borrower to perform any of its obligations under this
" Instrument (other than those specified in Sections 22(a) through (j)), as and when
~ required,~which continues for a period of 30 days after notice of such failure by

Lender to-Borrower, but no such notice or grace period shall apply in the case of any
such failure. which could, in Lender's judgment, absent immediate exercise by
Lender of a right or remedy under this Instrument, result in harm to Lender,
1mpa1rment of the Note or this Instrument or any other security given under any
other Loan Document

"(1) any‘ failure by’Borrower to perform any of its obligations as and when
required under any Loan Document other than this Instrument which continues
beyond the applleable cure perlod if any, specified in that Loan Document; and”

"(m) any exercise by the holder of any other debt instrument secured by a
mortgage, deed of trust or deed to secure debt on the Mortgaged Property of a nght
to declare all amounts due under that debt instrument immediately due and payable."

Section 43 of the Instrument"is.'hereb_y-ai_'r_i:e_nded to add the foliowing sentences at the

"In addition to the remedies set forth herein and elsewhere in this Instrument, upon
an Event of Default Lender shall be entitled to mandate the use of a lockbox bank
account or other depositary account, to be mamtamed under the control and
supervision of Lender, for all income of the Mortgaged Property, including, but not
limited to, Rents, service charges, insurance payments and Third Party Payments.
Lender may, upon an Event of Default, cause the removal of Borrower, Operator or
any manager (as applicable) from any Mortgaged Property operations. Until such
time as Lender has located a replacement operator, Borrower, the acting Operator or
manager shall continue to provide all required services to maintain the Mortgaged
Property in full compliance with all licensing and regulatory requlrements as a
Seniors Housing Facility. Borrower acknowledges that its fa1lure to perform or to
cause the performance of this service shall constitute a- form of waste of the
Mortgaged Property, causing irreparable harm to Lender “and the’ Mortgaged
Property, and shall constitute sufficient cause for the appointment of a reeelver kS

The following new Section is added to the Instrument after the last numbered

T
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"48., BORROWER'S REPRESENTATIONS AND WARRANTIES. In
.~/ addition to any other representations and warranties contained in this Instrument, Borrower
. .~" hereby represents and warrants to Lender as follows:"

“*(a) The Mortgaged Property is duly licensed as a licensed boarding home and

. is in all respects otherwise legally authorized to operate the Mortgaged Property

.7 as a Seniors Housing Facility, under the applicable laws of the Property
: -"""Juris'diction' "

(b) Borrower and the Mortgaged Properiy (and the operatlon thereof) are in
comphance in all matenal respects with the applicable provisions of all laws,
statutes," regulatlons ordinances, orders, standards, restrictions and rules of any
federal, state or local government or quasi-government body, agency, board or
authority” havmg Jurlsdlctlon over the operation of the Mortgaged Property,
including,: without -limitation: (i) health care and fire safety codes; (ii) design and
construction 'requlremehts (ii1} laws regulating the handling and disposal of medical
or biological waste; (iv) the applicable provisions of Seniors Housing Facility laws,
rules, regulations and pubhshed interpretations thereof to which the Borrower or the
Mortgaged Property is subject; (v) privacy, security and billing standards such as
those set forth in HIPAA,; and (¥i) all criteria established to classify the Mortgaged
Property as housing for oldeér persons under the Fair Housing Amendments Act of
1988 and the Housing for- Older Persons Act of 1995;"

"(¢)  If required, Borrower has a current provider agreement under any and all
applicable federal, state and local laws for reimbursement: (a) to a Seniors Housing
Fagility; or (b) for other type of care prov1ded at such facility. There is no decision
not to renew any provider agreement- related to the Mortgaged Property, nor is there
any action pending or threatened to impose alternatwe interim or final sanctions
with respect to the Mortgaged Property," - S

"(d)  Borrower and the Mortgaged Property are not subject to any proceeding, suit
or investigation by any federal, state or local government or quasi-government body,
agency, board authority or any other administrative or investigative body which may
result in the imposition of a fine or an alternative, mterrm or final sanction, or which
would have a material adverse effect on Borrower or the operation ‘of the Mortgaged
Property, or which would result in the appointment of a receiver or manager or
would result in the revocation, transfer, surrender, suspension or other impairment of
the Licenses for the Mortgaged Property to operate as a Seniors Housing Facility;"

"(e)  Upon Lender's request and subject to Privacy Laws, copieé'of . rééid‘e_rfi-t care
agreements and resident occupancy agreements shall be provided-to Lender. -All
resident records at the Mortgaged Property are true and correct in all matenal
respects;” W
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"(f)  Neither the execution and delivery of the Note, the Instrument or the Loan

Docutnents, Borrower's performance thereunder, nor the recordation of the

e Instrument will adversely affect the Licenses necessary for the operation of the
- Mortgaged Property as a Seniors Housing Facility in the Property Jurisdiction;"

# "(g) Borrower is not a participant in any federal program whereby any federal,
 state or local, government or quasi-governmental body, agency, board or other
.authority may have the right to recover funds by reason of the advance of federal
funds.~ Borrower has received no notice, and is not aware of any violation of
appllcable antitrust laws of any federal, state or local, government or quasi-

- government body, agency, board or other authority; and,”

"(h) EXce’pt as otherwise specifically disclosed to the Lender in writing, in the
event any existing Operating Lease or management agreement is terminated or
Lender acquires the Mortgaged Property through foreclosure or otherwise, neither
Borrower, Lender,” any subsequent operator or manager, nor any subsequent
purchaser (through foréclosure or otherwise) must obtain a certificate of need from
any applicable ‘state health. care regulatory authority or agency (other than giving
such notice required under the applicable state law or regulation) prior to applying
for any applicable License necessary for the operation of the Mortgaged Property as
a Seniors Housing Fac111ty, prowded that no service or unit complement is changed."

26.  All capitalized terms usecl in thls Exhibit not specifically defined herein shall have
the meanings set forth in the text of the In._su__'ument that precedes this Exhibit.

. BORROWERS INITIALS: éj 7QZ"¢

Seniors Housing Modifications ¢o Instrument | Form 4075 PageB13 . - .-
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EXHIBIT B

MODIFICATIONS TO INSTRUMENT
(Cross-Default and Cross-Collateralization)

The followmg modifications are made to the text of the Instrument that precedes this
Exhibit: .

1. Seéﬁioh..B'Q. of the Instrument is hereby amended to read as follows:

"Until the Indebtedness evidenced by the Note is paid in full, Borrower shall not (1)
acquire any real or persenal property other than the Borrower's Projects (as defined in
Section 49) and” assets (Such as accounts) related to the operation and maintenance of the
Borrower's PI‘O_]E'GtS or (2) Operate any business other than the management and operation
of the Borrower's Projects.”

2. The following ne_'\_is_/_ .Sect_iﬁéhé'_.are added to the Instrument after the last numbered
Section: R

"49, CROSS-DEFAULT AN'D.CROSS-COLLATERALIZATION.

(a) In addition to the Mortgaged Property described on Exhibit "A" attached hereto,
the Borrower also owns each of the multifamily. properties described on Exhibit C to this
Instrument. All of the properties described on Exhibit C, together with the Mortgaged
Property, are referred to herein collectively as the "Borrower's Projects”. As a condition of
the loan to the Borrower evidenced by the Note; the Note is also being secured by a
Multifamily or Deed of Trust, Assignment of Rents and: Security Agreement (a "Security
Instrument") granted by the Borrower and recorded agalnst each of the other Borrower's
Projects. - o

(b)  The Borrower acknowledges that the Lender is unwilling to extend the loan
evidenced by the Note to the Borrower unless the Borrower agrees-that all of the Borrower's
Projects will be treated as a single project through the imposition of cross-collateralization
and cross-default provisions. The Borrower further acknowledges that the Lender's
agreement to modify the single asset borrower provisions of Section 33 f this Instrument,
to permit thec Borrower's ownership of all of the Borrower's Projects, is. in partial
consideration for the cross-collateralization and cross-default provisions set forth herein.

(¢)  The Borrower hereby agrees and consents that as additional security to the
Lender, each of the Borrower's Projects shall be subject to the lien of the Lender's Securlty
Instrument(s), and that each of the respective Borrower's Projects shall collateralize the
Note and that all Mortgaged Property (as defined in the respective Security Instrument(s)) -

Cross-Default and Cross-Collateralization Form 4069 4/98 P.age_;_..B“—I

Modifications to Instrument (Multi-Project/Single Note) o
ZJ)JL'I 22l0081|

Skagit County Auditor
12129/2010 Page 58 of 68 12:33PM

= anie Mae” -



EXHIBIT B

S for each of the Borrower's Projects shall be considered part of the "Mortgaged Property"
- .under this Instrument, and shall be collateral under this Instrument and the Loan
Do.'cu_mcnts.

L (d) The Borrower hereby agrees and consents that should an Event of Default
"occir ‘under the Instrument, the Lender shall have the right, in its sole and absolute
discretion, to exercise and perfect any and all rights in and under the Loan Documents and
Security Instrument(s) evidencing and security all of the other Borrower's Projects,
including, but not limited to, an acceleration of the Note and the sale of one or all of the
Borrower's Projects-in accordance with the terms of the respective Security Instrument(s).
No notice, exccp’t as may be required by the respective Security Instrument(s), shall be
required to be given to the Borrower in connection with the Lender's exercise of any and all

of its rights after an Event of Default has occurred.

50. EXHIBITC." Exhlb}t .C is attached to this Instrurment."

BORROWER'S INITIALS: %ﬁ’( z lg

Cross-Default and Cross-Collateralization Form4069 498  ‘PageB-2 . .
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EXHIBIT C
BORROWER'S PROJECTS

Mill Rldge Vlllage

607 28" Avenue,

City of Milton .= = -

County of Pierce, Washmgton 08354

Real property in the Clty qf -Mxlton, County of Pierce, State of Washington, described as follows:

COMMENCING AT THE NORTHWEST CORNER OF THE SOUTHEAST QUARTER OF
THE NORTHEAST QUARTER OF SECTION 4, TOWNSHIP 20 NORTH, RANGE 4 EAST,
WILLAMETTE MERIDIAN; IN PIERCE COUNTY, WASHINGTON;

THENCE SOUTH ALONG THE WEST LINE OF SAID SUBDIVISION 324 FEET TO THE
TRUE POINT OF BEGINNING OF THIS DESCRIPTION;

THENCE CONTINUING SOUTH ALONG SAID WEST LINE 159 FEET;

THENCE EAST PARALLEL WITH THENORTH LINE OF SAID SUBDIVISION 180 FEET;
THENCE SOUTH PARALLEL WITH THE WEST LINE OF SAID SUBDIVISION 247 FEET;
THENCE EAST PARALLEL WITH THE NORTH LINE OF SAID SUBDIVISION 451 FEET,
MORE OR LESS, TO A POINT ON THE EAST.LINE OF THE WEST HALF OF THE
SOUTHEAST QUARTER OF THE NORTHEAST QUARTER OF SAID SECTION 4;

THENCE NORTH ALONG SAID EAST LINE 435 FEET;

THENCE WEST PARALLEL WITH THE NORTH LINE OF SAID SUBDIVISION 274 FEET,
MORE OR LESS, TO A POINT 355 FEET OF THE WEST LINE OF SAID SUBDIVISION;
THENCE SOUTH PARALLEL WITH THE WEST LINE OF SAID SUBDIVISION 29 FEET;
THENCE WEST PARALLEL WITH THE NORTH LINE OF SAID SUBDIVISION 355 FEET
TO THE TRUE POINT OF BEGINNING;

EXCEPT 98TH AVENUE EAST, (STH STREET NORTHWEST) (WARREN COUNTY
ROAD), CONVEYED BY RECORDING NO. 1363174,

EXCEPT THAT PORTION CONVEYED TO THE CITY OF MILTON BY DEED RECORDED
JULY 21, 1993 UNDER RECORDING NO. 9307211088;

EXCEPT ANY PORTION LYING WITHIN THE EAST 40 RODS OF THE SDUTHEAST
QUARTER OF THE NORTHEAST QUARTER OF SAID SECTION 4. ' :

APN: 042004-110-3

Cross-Default and Cross-Collateralization Form 4069 4/98 Pdg%:..c;-} : :
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EXHIBIT B

MODIFICATIONS TO INSTRUMENT
(Leasehold Mortgage Loan)

The followmg modifications are made to the text of the Instrument that precedes this
Exhibit: "

1. The grantmg clause on page 1 is deleted in its entirety and the following new
granting clause is: mserted in its place:

"Borrow_er,’_m‘ “consideration of the Indebtedness and the trust created by this
Instrument, irrevocably grants, conveys and assigns to Trustee, in trust, with power of
sale, the Mortgaged Propetty, including the Leasehold Estate in the Land located in
Skagit County, State of Washmgton and described in Exhibit A attached to this
Instrument."” .

2. Section 1(s) is aménded By’lldelﬂeting paragraph (1) and inserting the following new
paragraph in its place: " (1) the Ground.-'Lease and the Leasehold Estate;”

3. Section 1(s)(8) is amended by deletmg the word "Land" and inserting the words
"Leasehold Estate" in its place.

4. Section 1 is amended by adding the follov&tiﬁg new paragraphs at the end:

"(ll) "Bankruptcy Code" means the Umted States Bankruptcy Code, 11 U.S.C.
Section 101 et seq., as amended from time to tlme

(mm) "Event of Ground Lessee Bankrli"]')'tc_y"' ‘méans either of the following
actions taken by or with respect to Borrower: (i} Borrower pursuant to or within the
meaning of the Bankruptcy Code (x) commences a voluntary c;{_tse, or (y) consents to the
entry of an order for relief against it in an involuntary case; or.(ii) a court of competent
jurisdiction enters an order or decree under the Bankruptcy Code that 15 for relief against
Borrower in an involuntary case. : :

(nn) "Event of Ground Lessor Bankruptcy" means elther of the following
actions taken by or with respect to Ground Lessor: (i) Ground Lessor pursuant fo or
within the meaning of the Bankruptcy Code (X) commences a Voluntary case;. or (y)
consents to the entry of an order for relief against it in an involuntary case; or (i) a* ‘court

Ground Lease Modifications to Instrument Form 4070 11/01 Pt’tge.--B:}
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o * of competent jurisdiction enters an order or decree under the Bankrupicy Code that is for
°7 . relief against Ground Lessor in an involuntary case.

.. (00)  "Ground Lease" means the lease described in Exhibit C pursuant to
: -'which;:Borrower leases the Land, as such lease may from time to time be amended,
s I_nod_iﬁed Supp}emented, renewed and extended.

(pp) "Ground Lessee Default” means (i) a default by Borrower in making any
payment of rent, additional rent or other sum of money payable by Borrower to Ground
Lessor under the' Ground Lease on the date such payment is due and payable, or (ii) a
default by Borrowet _1n__perf0rmmg or observing any of the terms, covenants or conditions
of the Ground Lease (other than the payments referred to in clause (i)) required to be
performed or ebserved by Ground Lessee.

(qq) “Gljbu_nd Lessor" means the lessor from time to time under the Ground

(rm) "Ground Lessor Default" means a default by Ground Lessor in
performing or observing any of the terms, covenants or conditions of the Ground Lease
required to be performed or observ__ed___by Ground Lessor.

(ss) "Ground Rent" means the base or minimum rent payable in fixed
monthly or other periodic installments under thé 'Ground Lease,

(tt) "Leased Premises” means the Land and any other real property leased by
Borrower pursuant to the Ground Lease.

(uu) "Leasehold Estate" means Borrower's interest in the Land and any other
real property leased by Borrower pursuant to the Ground Lease, including (i) all rights of
Borrower to renew or extend the term of the Ground Lease, (ii) all amounts deposited by
Borrower with Ground Lessor under the Ground Lease, (iii) Borrower's right or privilege
to terminate, cancel, surrender, modify or amend the Ground Lease, and (iv) all other
options, privileges and rights granted and demised to Borrower under the Ground Lease
and all appurtenances with respect to the Ground Lease." ' e

5. Section 22(d) is amended in its entirety to read as follows: |

"(d) fraud or material misrepresentation or material omission by Borrower, any
of its officers, directors, trustees, general partners or managers or-any . guatantor in
connection with (A) the application for or creation of the Indebtedness, (B) _’aﬁy_'ﬁ_nﬁn'cia]
statement, rent roll, or other report or information provided to Lender during--thé" tqrm_' 't_')f
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_ " the Indebtedness, (C) any request for Lender's consent to any proposed action, including a
"7 request for disbursement of funds under any Collateral Agreement, or (D) any of the
o representations and warranties contained in Section 55;"

6. Section 22 is amended by (i) redesignating subsections (g), (h), and (i) as
subsections, (h)' (i) and (j), respectively, and (ii) inserting the following new provision as
subsection. (g)

an} fallure by Borrower to comply with the provisions of Sections 56, 57, 59, 60(b),
61(a) or 625"

7. Section 22(h) [as redesignated pursuant to Section 6 above] is amended by
changing the referenceto Section 22(f) in the second line to Section 22(g).

8. The folloﬁf_‘i:ng_ new Sections are added at the end of the Instrument after the last
numbered Section, but there are no Sections between the last numbered Section and Section 55:

"S5. REPRESENTATIONS AND WARRANTIES REGARDING
GROUND LEASE. Borrower warrants and represents to Lender that, as of the date of
this Instrument: (i) the Ground Lease is in full force and effect in accordance with its
terms; (ii) Borrower has not waived, canceled or surrendered any of its rights under the
Ground Lease; (iii) Borrower is the sole owner of, and has good and marketable title to,
the Leasehold Estate; (iv) the Leased Premises and the Mortgaged Property are frec and
clear of all liens, encumbrances and other matters affecting title, other than the lien of this
Instrument and the easements and restrictions listed in a schedule of exceptions to
coverage in the title insurance policy issued to.Lender contemporaneously with the
execution and recordation of this Instrument and insuring Lender's interest in the
Mortgaged Property; (v) there is no existing Ground Eessee Default and no event has
occurred which, with the passage of time or the giving of notice, or both, would constitute
a Ground Lessee Default; and (vi) 1o the best of Borrowér's: knowledge, there is no
existing Ground Lessor Default and no event has occurred which, with the passage of
time or the giving of notice, or both, would constitute a Ground Lessor Default.

56. NOTICES UNDER GROUND LEASE. Borrower shall deliver to
Lender, within ten (10) days dfter Borrower's receipt, a true. and correct .copy of each
notice, demand, complaint or request from Ground Lessor under .or w1th respect to, the
Ground Lease. A

57. BORROWER'S OBLIGATIONS TO COMPLY WITH GROUND
LEASE. Borrower shall (i) pay the Ground Rent and all other sums of ‘money due and
payable at any time and from time to time under the Ground Lease as and- _Wheq suq_h
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* sums become due and payable, but in any event before the expiration of any grace period

- provided in the Ground Lease for the payment of any such sum, and (ii) at all times fully

-~ perform, observe and comply with all other terms, covenants and conditions of the

Ground Tease to be performed, observed or complied with by Borrower as lessee under

" the Ground Lease. If the Ground Lease does not provide for a grace period for the

- “payment of a sum of money, Borrower shall make the payment on or before the date on

“which the payment becomes due and payable. Borrower shall deliver evidence of the

payment to Lender within ten (10) days after receipt of a written request from Lender for
evidence of the payment.

58. LENDER'S RIGHT TO CURE GROUND LESSEE DEFAULTS. At
any time after Lender receives notice of a Ground Lessee Default, (i) Lender may (but
shall not be obligated to do so), make any payment, perform any obligation and take any
other action Borrower would have the right to pay, perform or take under the Ground
Lease which Lender deems necessary or desirable to cure the Ground Lessee Default, and
(ii) Lender and its autherized agents shall have the right at any time or from time to time
to enter the Land and -Ir'f__iprove_rnent_s, or any part thereof, to such extent and as often as
Lender, in its discretion, de¢ms nécessary or desirable in order to cure the Ground Lessce
Default, subject to the rights of the tenants and occupants of the Mortgaged Property.
Lender may exercise its rights under ‘this Section immediately after receipt of notice of a
Ground Lessee Default and without tegard to any grace period provided to Borrower in
the Ground Lease to cure the Ground Lessee Default. For purposes of exercising its
rights under this Section, Lender shall be fully protected for any action taken or omitted
to be taken by Lender, in good faith, in reliance 'On'any written notice from Ground Lessor
stating that a Ground Lessee Default has occurred and is continuing even though
Borrower may question or deny the existence ot nature of the Ground Lessee Default. All
expenditures made by Lender pursuant to this Section to cure a Ground Lessee Default
shall become an additional part of the Indebtedness as provided in Section 12.

59. COVENANTS TO PROTECT LEASEHOLD ESTATE. Borrower
shall not, without the written consent of Lender (which may be given or withheld by
Lender in its discretion), (i) surrender the Leaschold Estate-to Ground Lessor or terminate
or cancel the Ground Lease, (ii) amend, modify or change the Ground Lease, cither orally
or in writing, or waive any of Borrower's rights under the Ground Lease (iii) subordinate
the Ground Lease or the Leasehold Estate to any mortgage, deed of trust or other lien on
Ground Lessor's fee title to the Leased Premises, or (iv) except as otherwise provided in
Section 60(b), reject or assume the Ground Lease or assign the Leasehold Estate pursuant
to Section 365(h) of the Bankruptcy Code. Borrower absolutely -and. uncondltlonally
transfers and assigns to Lender all of Borrower's rights to surrender, terminate, cancel,
modify and change the Ground Lease, and any such surrender, terminatio'n,_='-Can_CclIaiion,
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o “ modification or change made without the prior written consent of Lender shall be void
/-~ and have no legal effect.

_— .._60. GROUND LESSEE'S BANKRUPTCY.

LR (a) Borrower assigns to Lender, as additional security for the Indebtedness,
Berowers right to reject the Ground Lease under Section 365 of the Bankruptcy Code
aftq_:r t_he occurrence of an Event of Ground Lessee Bankruptcy, subject to Section 60(b).

(b)-~ If,-after the occurrence of an Event of Ground Lessee Bankruptcy,
Borrower decides to_reject the Ground Lease, Borrower shall give Lender written notice,
at least ten (10) days in advance, of the date on which Borrower intends to apply to the
Bankruptcy Court for authorlty and permission to reject the Ground Lease. Lender shall
have the right, but not the ‘obligation, within ten (10) days after receipt of Borrower's
notice, to deliver to Borrewer a notice ("Lender's Assumption Notice") in which (i)
Lender demands that Borrower assume the Ground Lease and assign the Ground Lease to
Lender, or its designee; i “accordance with the Bankruptcy Code, and (ii) Lender agrees
to cure or provide adequate assurance of prompt cure of all Ground Lessee Defaults
reasonably susceptible of beirig cured by Lender and of future performance under the
Ground Lease. If Lender timely dehvers Lender's Assumption Notice to Borrower,
Borrower shall not reject the Ground Lease and shall, within fifteen (15) days after receipt
of Lender's notice, comply with the demand contained in clause (i) of Lender's notice. If
Lender does not timely deliver Lender's Assumptlon Notice to Borrower, Borrower shall
have the right to reject the Ground Lease. . :

61. GROUND LESSOR'S B'A-N;KRU_P-TQY.

(@)  If, after the occurrence of an Evernt of Ground Lessor Bankruptcy, Ground
Lessor rejects the Ground Lease pursuant to Section 365(h) of the Bankruptcy Code (i)
Borrower, immediately after obtaining notice of the rejection, shall deliver a copy of the
notice to Lender, (ii) Borrower shall not, without Lendet's pribf written consent (which
may be given or withheld in Lender's discretion), elect-to treat the Ground Lease as
terminated pursuant to Section 365(h) or any other applicable. provision of the Bankruptcy
Code, and (iii) this Instrument and the lien created by this Instrument shall extend to and
encumber Borrower's retained rights under the Ground Lease. t_hat are appurtenant to the
Leased Premises for the balance of the term of the Ground Lease and forany renewal or
extension of those rights under the Ground Lease. Borrower transfers _a_r'_ld'___assigns to
Lender, as additional security for the Indebtedness, Borrower's fights;" after Ground
Lessor's rejection of the Ground Lease, to treat the Ground Lease as terminated, and any
termination of the Ground Lease made by Borrower without Lender's prlor wntten
consent shall be void and have no legal effect. : '
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(b) Borrower transfers and assigns to Lender, as additional security for the
et .Indebtedness all of Borrower's rights to damages caused by Ground Lessor's rejection of
_the Ground Lease after the occurrence of an Event of Ground Lessor Bankruptcy and all
" ‘of Borrower's rights to offset such damages against rent payable under the Ground Lease.
- . As long as no Event of Default has occurred and is continuing, Lender agrees that it will
“not.eiforce its rights under the preceding sentence, but will permit Borrower to exercise
such’ rlghts with Lender's prior written consent. Any amounts reccived by Lender as
damages arising out of Ground Lessor's rejection of the Ground Lease shall be applied in

the manner set forth.in Section 9.

62. OPTION TO RENEW OR EXTEND GROUND LEASE. Borrower
shall give Lender wntten notice of Borrower's intention to exercise each option 10 renew
or extend the term of the Ground Lease at least ninety (90) days, but not more than one
hundred fifty (150) days, before the last day on which the option may be timely exercised.

If Borrower intends-to renew or extend the term of the Ground Lease, it shall deliver to
Lender, together with the notice of such decision, a copy of the notice of renewal or
extension it delivers to Ground Liessor. If Borrower does not intend to renew or extend
the term of the Ground Lease or, if Borrower fails to deliver its written notice of exercise
of its option to renew or extend the :_ferr’n of the Ground Lease at least ninety (90) days
before the last day on which the option may be timely exercised, Lender shall have the
right, but shall not be obligated, to TENEwW or extend the term of the Ground Lease for and
on behalf of Borrower. s

63. NO MERGER OF ESTATES. ' If Borrower acquires the fee estate of
Ground Lessor under the Ground Lease (the "Fee Estate“) (i) there shall be no merger between
the Fee Estate and the Leasehold Estate unless all persons, “including Lender, having an interest
in the Ground Lease consent in writing to the merget, and (ii) simultaneously with Borrower's
acquisition of the Fee Estate, the lien of this Instrument shall automatically, without the necessity
of any further conveyance, be spread to cover the Fee Estate and as so spread shall be prior to the
lien of any mortgage, deed of trust or other lien placed on the Fee Estate after the date of this
Instrument. Promptly after Borrower's acquisition of the Fee Estate, Borrower at its sole cost
and expense, including payment of Lender's attorneys' fees and out-of-pocket disbursements,
shall execute and deliver all documents and instruments necessary to subject the Fee Estate to the
lien of this Instrument, and shall provide to Lender a title insurance policy insuring the lien of
this Instrument as a first lien on the Fee Estate and the Leasehold Estate. If Lender acquires the
Fee Estate and the Leasehold Estate (whether pursuant to the provisions of the Ground Lease, by
foreclosure of this Instrument, or otherwise), the Fee Estate and the Leasehold. Estate shall not
merge as a result of such acquisition and shall remain separate and distinct for all purposes. after
such acquisition unless and until Lender shall elect to merge the Fee Estate and the Leasehold
Estate. :
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64. NEW LEASE. If (i) the Ground Lease is canceled or terminated for any

.- 1eason before the natural expiration of its term, and (i) Lender (or its designee) obtains

“from- Ground Lessor a new lease in accordance with the term of the Ground Lease,

.. Borrower shall have no right, title or interest in and to the new lease or the leasehold
e esiaté_created by the new lease.

65. -~ APPOINTMENT OF LENDER AS BORROWER'S ATTORNEY-IN-
FACT Borrower makes, constitutes and appoints Lender as Borrower's attorney-in-fact,
in Borrower’s name, place and stead, with full power of substitution, to take all actions
and to sign all doc¢uments and instruments which Lender, in its discretion, considers to be
necessary or desirable to (i) prevent or cure a Ground Lessee Default pursuant to Section
58, (ii) perform or carty out any of the Borrower's covenants under Section 60, (iii) renew
or extend the term of the Ground Lease pursuant to Section 62, (iv) appoint arbitrators
and conduct arbitration proceedings pursuant to the Ground Lease, and (v) request and
obtain estoppe] certificates from Ground Lessor pursuant to the Ground Lease. Borrower
gives and grants to Lender, as Borrower's attorney-in-fact, full power and authority to do
and perform every act and sign’ every document and instrument necessary and proper to
be done in the exercise of the foregoing power as fully as Borrower might or could do,
and Borrower hereby ratifies and confirms all acts that Lender, as Borrower's attorney-in-
fact, shall lawfully do or cause to bé done by virtue of this power of attorney. This power
of attorney, being coupled with an interest, shall be irrevocable as long as any of the
Indebtedness remains unpaid.

66. EXHIBIT C. Exhibit C i_s.attéch'éd; to this Instrument.”

INITIAES T
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EXHIBIT C

[DESCRIPTION OF GROUND LEASE]

Leasé_:_i_".i . Ground Lease dated November 15, 1991

Originai Lessor ...'_'Public Hospital District 304, Skagit County, Washington, a municipal
q‘?rporation

Original Lessee: . - Skaglt Retirement Apartments, a Washington partnership

Amendment: Mod1ﬁcat10n to Ground Lease, dated July 1, 2007

Current Lessee: Country Cl’és;s Assets, L.L.C., a Washington limited liability company, as

successot by merger to the Original Lessee, pursuant to Articles of Merger
of Skagit -Retirement Apartments, Edgewood Retirement Apartments,
Skagit/Edgewood "~ Retirement Apartments Partnership, Hoquiam
Retirement Apartments Addition and Country Class Assets, L.L.C., dated
November 15,2004, and filed with the Secretary of State of the State of
Washington on November 23, 2004.

Memorandum of E T

Lease: Dated January 6, 1993, recorde'd“February 5, 1993, as Auditor's File No.
9302050096. In addition, an Assignment (reflecting the substitution of
Country Class Assets, L.L.C: for the Original Lessee), was recorded
November 23, 2004, as Audltors FlIe No. 200411230061

Note: The description of the Ground Lease should include the names of the original lessor and original lessee, the
date of the lease, the date on which the lease (or a memorandum of the lease) was recorded among the applicable
land records, the book and page number (or othet similar identifying information) of the applicablé land, records in
which the lease (or memorandum) is recorded. If Borrower is not the original lessee, the description should also
include the same information with respect to the assignment(s) or other instrument(s) pursuant to’ whlch Borrower
acquired the lessee's interest in the lease, : :
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