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STRUCTION DEED OF TRUST

NAME OF

GRANTOR(S):

NAME OF

TRUSTEE:

NAME OF

BENEFICIARY:

LEGAL 1) PTN LOT 12. SUNE

DESCRIPTION: (2) LOTS 13-23, BLK 2 FIRTSGH'S ADD. TO BURL ; and

{3) PTN SE % OF 5B.%, 17:344 E. W.M.

Additional legal descriptions ar

ASSESSOR’S {1 4064-000-012-0001 (P7

PROPERTY TAX (2) 4084-002-023-0000 (P72536)

PARCEL ACCOUNT (3) 340417-4-014-0003 (P26024)

NUMBER(S):
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Villa Kathleen Redevelopment LLLP
2014052300

THIS SECURITY INSTRUMENT SECURES A NOTE WHICH PROVIDES FOR
A VARIABLE INTEREST RATE

CONSTRUCTION DEED OF TRUST
ITH ABSOLUTE ASSIGNMENT OF LEASES AND RENTS,
= SECURITY AGREEMENT AND FIXTURE FILING

3, CONSTRUCTION DEED OF TRUST WITH ABSOLUTE ASSIGNMENT OF
[ L}RITY AGREEMENT AND FIXTURE FILING ("Security Instrument") made as

ON ("Beneficiary”).

ARTICLE 1. GRANT IN TRUST

GRANT. For th
Grantor irrevocab
of Beneficiary, with{

o¥and upon the terms and conditions in this Security Instrument,
is; conveys, warrants and assigns to Trustee, in trust for the benefit
='er o) 'ﬁf‘ and right of entry and possession, all of that real property
: ngn, Concrete and Burlington, County of Skagit, State of
ached hereto, together with all right, title, interest, and
ways, roads, and alleys used in connection with or
evelopment rlghts or credits, air rights, water, water
real property, and all minerals, oil and gas, and other
~or under the real property, and all appurtenances,
easements, rights and rights of, way appu nt or related thereto; all buildings, other
[ d on the real property, including, but not

;ﬁhat all such items shall be conclusively
not attached or affixed to the real
Grantor may hereafter acquire in
pns thereto, and the proceeds of
ely referred to as the "Subject
e interpreted as a limit of

the real property, it being intended by
considered to be a part of the real pro
property (the "Improvements"); all interest™or
the property described above, and all additions;
any of the foregoing; (all of the foregoing b
Property™). The listing of specific rights or pro xty 3
general terms.

ADDRESS. The address of the Subject Property
Avenue, Concrete, Washington 98237, (i) 335 N.
§8233; and (iii} 1815 E. Fir Street, Mount Vernon, Washingto
failure to designate an address nor any inaccuracy in the addr
validity or priority of the lien of this Security Instrument on the j ery as described
on Exhibit A,

USE OF PROPERTY. Grantor warrants that the Subject Property ig naf
agricultural or farming purposes.

ARTICLE 2. OBLIGATIONS SECURED

OBLIGATIONS SECURED. Grantor makes this Security Instrument for the.
securing the following obligations ("Secured Obligations"):

{a) Payment to Beneficiary of all sums at any time owing under that certain Promisg
Note Secured by Security Instrument ("Note") of even date herewith, in the prin,\,=
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Loan No. 1010100

amount of SIX MILLION SEVEN HUNDRED FIFTY FOUR THOUSAND FIVE
HUNDRED EIGHTY THREE AND NO/100THS DOLLARS ($6,754,583) executed by
Villa Kathteen Redevelopment LLLP, a Washington limited liability limited partnership
("Borrower"}, and payable to the order of Beneficiary, as fender; and

Payment and performance of all covenants and obligations of Grantor under this
ecurity Instrument; and

Payment and performance of all covenants and obligations on the part of Borrower
at certain Building Loan Agreement ("Loan Agreement") of even date herewith
izetween Borrower and Beneficiary, as lender, as well as unger all other Loan
menis (as such term is defined in the Loan Agreement); and

(d) performance of all covenants and obligations, if any, of any rider
Exhibit to this Security Instrument; and

{e) and perférmance of all future advances and other obligations that the then
ner of ail cr-part of the Subject Property may agree to pay and/or perform
i “surety or guarantor) for the benefit of Beneficiary, when such
is evidenced by a writing which recites that it is secured

(N Payment and perfo ange of all obligations of Borrower under or in connection with
any Swap Agreemerit,/as geéfinéd in the Loan Agreement at any time entered into
between Grantor sficiary, together with all modifications, extensions,
renewals and replace thereof; and

(@  All modifications, extensions and reng
however evidenced, including, with
principal payment dates or intg
deferring or accelerating payr
extensions or renewals at a diffefer
note, the modification, extension ¢
promissary note or notes.

4is of any of the obligations secured hereby,
imitation: (i) maodifications of the required
dates or both, as the case may be,
holly or partly, or (i) modifications,
arest whether or not in the case of a

its broadest and most
mitation, all interest and
at any time accruing or
any guarantor under any

2.2 CBLIGATIONS. The term "obligations"
comprehensive sense and shall be deemed to
charges, prepayment charges (if any) Iate charges a;

guarantee of the Loan or of any of Borrowers obli
including but not limited to any repayment guarantee or
constitute Secured Obligations.

2.3 INCORPORATION. All terms of the Secured Obligations and-ths
such obl|gat|ons are mcorporated herein by this reference. All pe $e_

the Secured Obligations and to have notice, if provided therein, tha
Loan Agreement may permit borrowing, repayment and re-borrowing
shall not reduce the amounts of the Secured Obligations; and (b) the rate®st
or mare Secured Obligations may vary from time to time.

ARTICLE 3. ASSIGNMENT OF LEASES AND RENTS

3.1 ASSIGNMENT. Grantor hereby imevocably assigns to Beneficiary all of Grantor's right,
and interest in, to and under: (a) all leases of the Subject Property or any portion thefedt,

Wl
Villa Kathleen Redevelopment LLLP
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and all other agreememts of any kind relating to the use or occupancy of the Subject
Propertty or any portion thereof, whether now existing or entered into after the date hereof
'Leases"); and (b) the rents, revenue, income, issues, deposits and profits of the Subject
roperty, including, without limitation, all amounts payable and all rights and benefits
ruing to Grantor under the Leases ("Payments"). The term "Leases” shall also include all
rantees of and security for the lessees' performance thereunder, and all amendments,
gfisions, renewals or modifications thereto which are permitted hereunder. This is a
otk and absolute assignment, not an assignment for security purposes only, and
icigizy's right to the Leases and Payments is not contingent upon, and may be
sithout possession of, the Subject Property.

Upon a Default, the License shall be automatically revoked and
nd apply the Payments pursuant to Section 6.4 without notice and
of the Subject Property. Grantor hereby irrevocably authorizes
nder the Leases to rely upon and comply with any notice ar
tie payment to Beneficiary of any rental or other sums which may
der the Leases, or for the performance of any of the lessees'

3 ases, and the lessees shall have no right or duty to inquire as to
whether any Defauit: | curred or is then existing hereunder. Grantor hereby
relieves the lessees Tiom, “ablllty to Grantor by reason of relying upon and complying
with any such notice or d

and directs
demand by B
at any time be

EFFECT OF ASSIGNMER e foregoing irrevocable assignment shall not cause
Beneficiary to be: (a} a morfoagee in possession; (b) responsibfe or fable for the control,
care, management or repair e Subject Property or for performing any of the terms,
agreements, undertakings, obhgatlons warranties, covenants and

defective condition of the Subject Prﬁp
upkeep, repair or control of the Subject
lessee, licensee, employee, invitee or o
directly or indirectly be liable to Grantor or an
exercise or failure to exercise by Benefici
employees, agents, contractors or subcontrac
granted to Beneficiary or Trustee hereunder; or (ii} t
perform or discharge any obligation, duty or liability of

ar any neghgence in the management,

ing in loss or injury or death to any
neficiary and Trustee shall not
n as a consequence of: (i) the
e, or any of their respective
the-rights, remedies or powers

REPRESENTATIONS AND WARRANTIES. Grantor _
Schedule of Leases attached hereto as Schedule 1 is, as of thet
and complete list of all Leases; (b) all existing Leases are in
enforceable in accordance with their respective terms, and
which would constitute a breach or default after natice or the pasmge
under any existing Leases on the part of any party; (¢) no rent or ot
existing Lease has been paid by any lessee for more than one (1) e
none of the lessor's interests under any of the Leases has been transfe

a true, accurate
effect and are
def,ault or event

Leases; (b) give Beneficiary prompt written notice of any default which occurs
any commercial lease of the Property (*Commercial Lease”), whether the defau
the lessee or of the lessor; (c) except for any Commercial Lease, exercise Grantoi’s
efforts to keep all portions of the Subject Property that are currently subject to Leases leas
at all times at rentals no higher than rents subject to Section 42 of Internal Revenue Cod

014
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with respect to the Subject Praperty; (d) deliver to Beneficiary fully executed copies of each
and every Lease (other than individual leases of residential rental units) if requested to do
o; (e) execute and record such additional assignments of any Lease (other than individual
ses of residential units) or specific subordinations (or subordination, attornment and non-
urbance agreements executed by the lessor and lessee) of any Lease (other than
ividual feases of residential rental units) to the Security Instrument, in form and substance
able to Beneficiary, as Beneficiary may request, Granter shall not, without
's prior written consent or as otherwise permitted by any provision of the Loan
i) enter into any Commercial Lease after the date hereof other than residential

v Commercial Lease or collect the same, in advance, other than ta collect
ionth in advance of the time when it becomes due (except for any
) terminate, modify or amend any of the terms of any Commercial

ons thereunder if such termination, modification or amendment
of.any affordability covenant recorded in a senior lien position to
nsent to any assignment or subletting by any lessee; or (vi)
_ bordipate any of the Leases to any other Security Instrument or
encumbrance, exce [
Agreement entered |
together with certain oth
in violation of the provisior

amendment of any Lease sha: --,;‘_be applied to reduce the outstanding Secured Obllgatlons
and any such sums received by Greintor sh Id in trust by Grantor for such purpose.

ESTOPPEL CERTIFICATES. Within thi
Grantor shall deliver to Beneficiary ar
certificates executed by Grantor and by¢
under a residential rental lease, in recorda
the foregoing assignment and the Leases are
lessee's most recent payment of rent; (c) that there an
or stating those claimed by Grantor or lesse€
Leases, as the case may be; and (d) any other i
Beneficiary.

ing (if such be the case). (a) that
and effect; (b) the date of each
efenses or offsets outstanding,
he foregomg assignment or the
ificn. veasonably requested by

ARTICLE 4. SECURITY AGREEMENT AND FIXTU|

SECURITY INTEREST. Grantor hereby grants and ass
"Effective Date” (defined in the Loan Agreement) a security inte
performance of all of the Secured Obligations, in all of the follow
property in which Grantor now or at any time hereafter has any i
"Collateral);

ary as of the
rayment and

All goods, building and other materials, supplies, inventory, wol
equipment, machinery, fixtures, furniture, furnishings, signs and oth ¥
property and embedded software ncluded therein and supporting infart
wherever situated, which are or are to be incorporated into, used in connectitn
or appropriated for use on (i) the real property described on Exhibit A a
hereto and incorporated by reference herein or (i) any existing or futire
improvements on the real property (which real property and improvements ar
collectively referred to herein as the "Subject Property”); together with all rents an

e A
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Loan No. 1010100

security deposits derived from the Subject Property; all inventory, accounts, cash
receipts, deposit accounts, accounts receivable, contract rights, including without
limitation all unpaid capital contributions of Grantor's partners or other owners),
licenses, agreements, general intangibles, payment intangibles, software, chattel
paper (whether electronic or tangible), instruments, documents, promissory notes,
drafts, letters of credit, letter of credit rights, supporting obligations, insurance
alicies, insurance and condemnation awards and proceeds, proceeds of the sale of
nisgory notes, any other rights to the payment of money, trade names,
arks and service marks arising from or related to the ownership,

Subject Property, all water and water rights, wells and well rights,
ights, ditches and ditch rights, springs and spring rights, and
2rvoir rights appurtenant to or associated with the Subject
reed or undecreed, fributary, non-tributary or not non-tributary,
or appropriated or unappropriated and all shares of stock in

utility companis
payments of in

deposits, accounts, includi
Secured Party), refunds,

A, right of Grantor in and to any and all
L from any member of Grantor; all right
ive capital contributions from any
issory note or cther instruments and

of Grantor's nght title and

of Grantor to enforce the obligati
member of Grantor under any agre
any security agreements or pledges
interest in and to federal and state
allocated to the Subject Property pursua 2 andfor Section 48 of the
Intemal Revenue Code of 1986, as amended an carresponding tax benefits
=Grantor's right titie and
interest, now or hereafter acquired, to the payrn et "'y from Secured Party
to Grantor under any Swap Agreement all reney

and other agreements pertalnlng to the same or the prog
together with whatever is receivable or received when
properties or proceeds are sold, collected, exchanged &r ‘otheiv
whether such disposition is voluntary or involuntary, mcludmg it
rights to payment with respect to any cause of action affecting «

disposed of,
itation, all

contributions or otherwise and any options or other rights of Grantor-w
to any of the foregeing; together with all books, records and files relatiig teang
the foregoing.

As to all of the above described personal property which is or which heréafte
becomes a "fixture” under applicable law, this Security Instrument consti
fixture filing under the Uniform Commercial Code as adopted in Washington, R
ch B2A, as amended or recodified from time to time ("UCC"), and is acknowledge
and agreed to be a "construction mortgage” under the UCC.

Page 6 of 24 1
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Loan No. 1010100

Beneficiary by acceptance of this Security Instrument acknowledges that it cannot
directly control or take possession of federal and/or state low-income housing tax
credits reserved or allocated to the Subject Property pursuant to Section 42 and/or
Section 48 of the Internal Revenue Code of 1986, as amended and any
corresponding tax benefits available under federal or state law or regulation unless
and until Beneficiary has acquired title to the Project by foreclosure or deed in lieu
ereof (after expiration of any applicable cure or grace periods under the Loan
ol ments) or the Subject Property has otherwise been transferred to Beneficiary

42 RE ATIONS AND WARRANTIES. Grantor represents and warrants that: (a)
will have, good title to the Collateral; (b} Grantor has not previously assigned
Cotlateral and no fmancmg statement covenng any of the Collaterat has

&r's chief executive office is located at the address shown in Section
gistered organization (as defined in RCW 62A.9A-102(70)), then
Ahe law of the State shown in the first paragraph of this Security
the Grantor; and (f) all Collateral that is tangible personal
Property, and no part will be removed from the Subject
sneficiary prior notice, or without replacement with similar

4.3

ot be obligated to, at any time without notice and at the
tice to any person of Beneficiary's rights hereunder and
protect, defend and preserve the Collateral
or any rights or interests of Benet’ i:lary therein, (c) inspect the Collateral, and (d) endorse,
collect and receive any right to payment oney owing to Grantor under or from the

accepted any property other than 5’85 _
Beneficiary unless Beneficiary shall have'ss
remedy under RCW 62A.9A-620 or RCW &

I, and.complied with the conditions of said
A4, Gther applicable law.

44 RIGHTS OF BENEFICIARY ON DEFAULT.
defined) under this Security Instrument, then
"Secured Party” under the UCC ar otherwise at law.

(a)  Beneficiary may (i} upon written notice, require ¢
Collateral and make it available to Beneficiary a
(iiy without prior notice, (but subject to any notice rigk
Washington State law) enter upon the Subject Property g

equipment unusable, and then collect, sell, iease, licens
any or all of the Collateral, and store the same at locations act
at Grantor's expense; (ili) sell, assign, lease, license and delivers:
lawful manner all or any part of the Collateral and bid and becg
any such sales; and

{b)

deems appropnate for the purpose of pen‘ormlng any or all of tt\‘
Obllgatlons (i) enter into any agreement, compromise, or settlement,” |
insurance claims, which Beneficiary may deem desirable or proper with respectio g
of the Collateral, and (iii) endorse and deliver evidences of title for, and rec
enforce and collect by iegal action or ctherwise, all indebtedness and obligations aew

BRI
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Loan No. 1010100

or hereafter owing to Grantor in connection with or on account of any or all of the
Collateral.

Notwithstanding any other provision herecf, Beneficiary shall not be deemed to have
accepted any property other than cash in satisfaction of any obligation of Grantor to
Beneficiary uniess Grantor shall make an express consent to the acceptance under
CW 62A_ 9A-620(b), ar other applicable law.

P@WER OF ATTORNEY Grantor hereby |rrevecably appoints Beneficiary as Grantors

interests and rights in or to any of the Coliateral, and, upon a Default
er action required of Grantor; provided, however, that Beneficiary as

4.6

exists under this Se
use, move, transfer

51 TITLE. Grantor represents and wa
which refers to this warranty, Grantor la
Subject Property without limitation ¢

Instrument is a first and prior lien on the

52 to contest payment of taxes as
prior to delinquency all taxes,
c_Ar quasi-public autharity or utility
usEa |oss in value of the Subject
Property or any interest therein. Subject to Grantor's
may be provided in the Loan Agreement Grantor sty
any payment made to Beneficiary pursuant to any Secured
Grantor shall have no obligation to pay taxes which may be i
5.3

charges imposed by any public or quasi-public authority or utitity company #h
become a lien upon the Subject Property or Collateral and will become due 4
during which such payment is so directed; and (b) premiums for fire, hazard and,
required or requested pursuant to the Loan Documents when same are riext d
Beneficiary determines that any amounts paid by Grantor are insufficient for the payherit
full of such taxes, assessments, levies, charges andior insurance premiums, Benefi
shall notify Grantor of the increased amounts required to pay all amounts when |
whereupon Grantor shall pay to Beneficiary within thirty (30) days thereafter the additional

Page 8 of 24 m ‘“Im
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Loan No. 1010100

amount as stated in Beneficiary's notice. All sums so paid shall not bear interest, except to
the extent and in any minimum amount required by law; and Beneficiary shall, unless
Grantor is otherwise in Default hereunder or under any toan Document, apply said funds to
payment of, or at the sole option of Beneficiary release said funds to Grantor for the
plication to and payment of, such sums, taxes, assessments, levies, charges, and
surance premiums. Upon Default by Grantor hereunder or under any Secured Obligation,
ary may apply alt or any part of said sums to any Secured Obligation andfor to cure
fault, in which event Grantor shall be required to restore all amounts so applied, as
I'as to,£ure any other events or conditions of Default not cured by such application. Upon

I amounts collected and in Beneficiary's possession shall be paid
rty shall have any right or claim thereto.

54

55

CHARGES Grantor shall immediately discharge any lien
-g that has or may attain prlorlty over thls Securlty

; :"i'gations secured by or which may become liens and
encumbrances which shall néw 9r hereafter encumber or appear to encumber all or any part
of the Subject Property or Collateral, or any interest therein, whether senior or subordinate
hereto.

5.6 DAMAGES; INSURANCE AND COND! ATION PROCEEDS.

(a) The following (whether now e ereafter arising) are all absolutely and
irrevocably assigned by Grantor to Berie ryard, ‘at the request of Beneficiary, shall
be paid directly to Beneficiary: (i) all awards of da es and all other compensation
payable directly or indirectly by reason of a condgimnation or proposed condemnation
for public or private use affecting all or & orany interest in, the Subject
Property or Collateral; (ii} all other claims and a «damages to, or decrease in
value of, all or any part of, or any interest in, th
proceeds of any insurance policies (whether or nol
to be maintained by Grantor, including, but not

the Subject Property or Collateral; and (iv) all interest which may.sitcrue on any of the
foregoing. Subject to applicable law, and without regardd- ement contained
in Section 5.7(d}, Beneficiary may at its discretion apply al.
receives to its expenses in settling, prosecuting or defending apy’
the balance to the Secured Obligations in any order acceptabic
Beneficiary may release all or any part of the proceeds to Grantof up

be respensible for any failure to collect any clau'n or award regardless ,,_,the cadse ¢
the failure, including, without limitation, any malfeasance or nonfeéa an
Beneficiary or its employees or agents.

{(b)  As long as there is no Default under any of the Loan Documents or the existenc
any event that would constitute a Default upon the giving of notice or the passaga-of

S ]
Villa Kathleen Redevelopment LLLP
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Loan No. 1010100

time, or both {exclusive of a Default arising from or relating to the casualty or
condemnation), the, Beneficiary will permit insurance or condemnation proceeds held
by Beneficiary to be used for repair or restoration but may condition such application
upon satisfaction of the following conditions: (i} the deposit with Beneficiary of such
additional funds which Beneficiary determines are needed ta pay all costs of the repair
or restoration, (including, without limitation, taxes, financing charges, insurance and
nt during the repair period); (i) the establishment of an arrangement for lien
ases and disbursement of funds acceptable to Beneficiary (the arrangement
confained in the Loan Agreement for obtaining lien releases and disbursing loan funds
e deemed reasonable with respect {o disbursement of insurance or
ation proceeds); (i} the delivery to Beneficiary of plans and specifications for

e acceptable to Beneficiary; and (iv) the delivery to Beneficiary of
aple to Beneficiary (aa) that after completion of the work the income

the Subjest
condemnati

establish o protect
described above are
thirty (30) days of re

Grantor hereby acknowledges that the conditions
le;"and, if such conditions have not been satisfied within
eneficiary of such insurance or condemnation proceeds,
nted to by Beneficiary, then Beneficiary may apply such

roceeds to pay the Secured Obligations in such order

5.7 MAINTENANCE AND PRESERVATION OF T

provisions of 1he Loan Agreement Grani eriaris: (a) to insure the Subj Sub]ect Property and
ire and, at Beneficiary's request, to
omply with the requirements of
eep the Subject Property and
molish the Subject Property or
ovator demolition set forth in the
ore or add to the Subject

provide evidence of such insurance to Bene ici
any insurance companies providing such insu

Plans and Specifications approved by Beneficiary), not
Property or Collateral and not to initiate or acquiesce ih
land classification which affects the Subject Propert
consent or ag provided in the Loan Agreement (d) to

may be damaged or destroyed, without regard to whether Beneficiar
insurance proceeds be used to reduce the Secured Obligatioris ‘as.p
{e) to comply with all laws, ordinances, reguiations and stanidards,
conditions, restrictions and equitable servitudes, whether public or p 'wé;

character or use of the Subject Property or Collateral may be reasonably
maintain and preserve its value.

58 DEFENSE AND NOTICE OF LOSSES, CLAIMS AND ACTIONS. At Granto
expense, Grantor shall protect, preserve and defend the Subject Property and Collateral and
title to and right of possession of the Subject Property and Collateral, the security hereof,
the rights and powers of Beneficiary and Trustee hereunder against all adverse claims.

Page 10 of 24
Villa Kathleen Redevelopment LLLP Nmmmummmm Im mmmmw
201405230059

Skagit County Auditor $312.00
5/23/2014 Page 10 of 24 12:19PM




Loan No. 1010100

Grantor shall give Beneficiary and Trustee prompt notice in writing of the assertion of any
ciaim, of the filing of any action or proceeding, of the occurrence of any damage to the
Subject Property or Collateral and of any condemnation offer or action.

ACCEPTANCE OF TRUST; POWERS AND DUTIES OF TRUSTEE.

“Trustee accepts this trust when this Security Instrument is recorded. Except as may
required by appllcable Iaw Trustee or Benefi crary may from time to time apply to

ction therewith where in his oplnlon such action would be likely
ense or liabifity, unless requested so to do by a written instrument

arising
acknowledgm:

y of the lien and security interest purported to be ¢created
presentation in respect thereof or in respect of the

{c)  With the approval of Bér
following actions: (i) to seigct, employ, and advise with counse! {who may be, but
need not be, counsel for Benefi iciary) .
the preparation, execution, and mte 1€ n of the Loan Documents, and shall be

, se%ex;j and employ, in and about the
sedlntants, engineers and other experts,

of Trustee, and Trustee shall not be answ efof any act, default, negligence, or
misconduct of any such accountan ; other expert, agent or
rror of judgment or act
Gr accountable under any

;e or bad faith, and (iv)

enforce Beneficiary's rights hereunder. Trustee shall no
entry by Trustee, or anyone entering by virtue of
Trustee upon the Subject Property for debts contrac

the right to rely on any instrument, document, or srgnature auth
any action taken or proposed to be taken by Trustee hereund:
in good faith to be genuine. Trustee shall be entitled to reimbur
incurred by Trustee in the performance of Trustee s duties

DUE TO TRUSTEE HEREUNDER AND REIMBURSE TRUSTEE",
INDEMNIFY AND HOLD HARMLESS TRUSTEE AGAINST, ANY 4
LIABILITY AND EXPENSES WHICH MAY BE INCURRED BY TRUSTEE,
PERFORMANCE OF TRUSTEE'S DUTIES.

- LT
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All moneys received by Trustee shall, untit used or applied as herein provided, be held
in trust for the purposes for which they were received, but need not be segregated in
any manner from any other moneys (except to the extent required by applicable law)
and Trustee ghall be under no liability for interest on any moneys received by Trusiee
hereunder.

Should any deed, conveyance, or instrument of any nature be required from Grantor
ny Trustee or substitute Trustee to more fully and certainly vest in and confirm to
he-Trustee or substitute Trustee such estates, rights, powers, and duties, then, upon
equest by the Trustee or substitute Trustee, any and all such deeds, conveyances
3 yuments shall be made, executed, acknowiedged, and delivered and shall be
recorded and/or filed by Grantor.

or approving anything required to be observed, performed, or fulfilied or

ectiveness, or legal effect of the same, or of any term,
of, and such acceptance or approval thereof shall not be
I affirmation with respect thereto by Trustee.

{a) Grantor shall pay 1 s fees and reimburse Trustee for expenses in the
E, including reasonable attorneys' fees. Grantor shall pay to
Beneficiary reasanable ympensation for services rendered concerning this Security
instrument, mcludlng withotit Timit any statement of amounts owing under any Secured
Obligation. Beneficiary shall not directly irectly be liable to Grantor or any other
person as a consequence of (i) #ie.h of the rights, remedies or powers granted
to Beneficiary in this Security Ins i) the failure or refusal of Beneficiary to
perform or discharge any obligatiori- "Geantor under any agreement related
to the Subject Property or Collateral or u curity tnstrument or (iii) any loss
sustained by Grantor or any third party r
malfeasance, nonfeasance or refusal to
Default (hereinafter defined) or from any
same constitutes negligence) of Beneficiary in & Subject Property after a
Default unless the loss is caused by the gro or willful misconduct of
Beneficiary and nc such liability shall be & ?rted & t or imposed upon
Beneficiary, and all such liability is hereby expres teleased by Grantor.

(b) GRANTOR INDEMNIFIES TRUSTEE AND BENEFICI
TRUSTEE AND BENEFICIARY HARMLESS FROM,

TITLE, COST OF EVIDENCE OF VALUE, AND 01"HE'
EITHER MAY SUFFER OR INCUR WHICH ARE NOT TH

OF THIS SECURITY INSTRUMENT,; (ii) BY REASON OF THE"
THIS SECURITY INSTRUMENT OR IN PERFORMANCE OF ANY A

TC PERFORM OR DISCHARGE ANY OF THE REPRESENTATIO
WARRANTIES, CONDITIONS, COVENANTS OR OTHER OBLIGATIGNS
CONTAINED IN ANY OTHER DOCUMENT RELATED TO THE SUBJEET
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Loan No. 1010100

PROPERTY. THE ABOVE OBLIGATION OF GRANTOR TO INDEMNIFY AND
HOLD HARMLESS TRUSTEE AND BENEFICIARY SHALL SURVIVE THE
RELEASE AND CANCELLATION OF THE SECURED OBLIGATIONS AND THE
RELEASE AND RECONVEYANCE OR PARTIAL RELEASE AND
RECONVEYANCE OF THIS SECURITY INSTRUMENT.

rantor shall pay all amounts and indebtedness arising under this Section 510
nediately upon demand by Trustee or Beneficiary together with interest thereon

E.e Benef‘ iciary may appomt another trustee to act in the place and stead of
. Such writing shall set forth any information required by law. The
{ ment of substitution shall discharge Trustee herein named and
tee as the trustee hereunder with the same effect as if originally
writing recorded pursuant to the provisions of this Section 5.11

NCE. Except as otherwise permitted under the Building
¢t Property or any interest therein shall be sold, transferred
{including, without limitati ( le or transfer of a majarity or controlling interest of
the corporate stock or general partiership interests or limited liability company interests of
i zeds of trust identified in the Subordination Agreement),
eased (other than residential leases to individual tenants
meeting the requirements, if anyximposed under the afiordability and regulatory covenants
recorded in a senior lien positiorkt this Security Instrument), whether directly or indirectly,
whether voluntarily, involuntarily or by opgratidh, of law, without the prior written consent of
Beneficiary, THEN Beneficiary, in its. sf) “discr , may declare all Secured Obligations
immediately due and payable.

assigned, further encumberedh ‘

513 RELEASES. EXTENSIONS, MODIFICAT
notice to or the consent, approval or agree
interest at any time in the Subject Property an
the Secured Obligations ("Interested Parties™),
any person or entity from liability for the payment or pe
take any action or make any agreement extendmg the.

M"“‘A:B;QITIONAL SECURITY. Without
of any;persons or entities having any

Secured Obligations. None of the foregoing actions shau r
liability of any of said Interested Parties, or release or impa
secunty interests created by this Security Instrument upog
Collateral.

514 RECONVEYANCE. Upon Beneficiary's written request, and upan suf
cancellation of this Security Instrument or a certified copy thereof and +

warranty, the Subject Property or that portion thereof then held hereundei’
permitted by law, the reconveyance may describe the grantee as "the pers
legally entitled thereto” and the recitals of any matters or facts in any ¥
executed hereunder shafl be conclusive proof of the truthfulness thereof. NeitherBg
nor Trustee shall have any duty to determine the rights of persons claiming to be-fight
grantees of any reconveyance. When the Subject Property has been fully reconveyed, the
last such reconveyance shall operate as a reassignment of all future rents, issues and p
of the Subject Property to the person or persons legally entitied thereto.

RN ARNEMAARRED
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Loan No. 1010100

15 SUBROGATION. Beneficiary shall be subrogated to the lien of all encumbrances, whether
eleased of record or not, paid in whole or in part by Beneficiary pursuant to the Loan
cuments or by the proceeds of any loan secured by this Security Instrument,

RIGHT OF INSPECTION. Beneficiary, its agents and employees, may enter the Subject
at any reasonable time and upon reasonable notice (including any notice to tenants
inder Washington landlordftenant laws if inspection of individuat dwelling units is
for the purpose of inspecting the Subject Property and Collateral and ascertaining

8.1
itor to make any payment of principal or interest on the Promissory
amount due hereunder or under the Promissory Note when the

“éﬂer Beneficiary prowdes written notice to Grantor thereof; (b)
_any non-monetary obligation hereunder, or the failure to be
anty of Grantor contained herein and the continuance of
such failure for thirty fter notice, or within any langer grace period, if any, allowed
in the Loan Agreement for.gtic fanlu or (c} the existence of any Default as defined in the
Loan Agreement.

6.2 RIGHTS AND REMEDIES. any time after Default, Beneficiary and Trustee shall each
have all the following rights and reniedies:

(a) With or without notice, to d

s cured Obligations (other than Swap
Agreements) immediately due amg ayal

(b)  With or without notice, and without
and without becoming a morigagee in
Grantor and, in connection therewith, to
acts and things as Beneficiary or Truste
security hereof, including, without limitation: (
proceeding purpomng to affect the securlty of th

g ra or from any Secured Obligation,

gssaty or desirable to protect the
ardri.and defend any action or

sole judgment of either Beneficiary or Trustee is or
Security Instrument, the judgment of Beneficiary or
between the parties hereto; (iii} to obtain insurance;
charges with respect to insurance required to be X
Instrument; or (v) to employ counsel, accountants, contracto
persons.

(¢}  Tocommence and maintain an action or actions in any court of ¢ ‘
to foreclose this instrument as a mortgage or to obtain specific emio
covenants of Grantor hereunder, and Grantor agrees that such coveéng
specifically enforceable by injunction or any other appropriate equitable, i
that for the purposes of any suit brought under this subparagraph, Grantc
defense of laches and any applicable statute of limitations;

(d)  To apply to a court of competent jurisdiction for and obtain appointment of a rec
of the Subject Property as a matter of strict right and without regard to the adeqtaty

Page 14 of 24
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Loan No. 1010100

of the security for the repayment of the Secured Obligations, the existence of a
declaration that the Secured Obligations are immediately due and payable, or the
filing of a notice of default, and Grantor hereby consents to such appointment;

To enter upon, possess, manage and operate the Subject Property or any part
thereof, to take and possess all documents, books, records, papers and accounts of
rantor or the then owner of the Subject Property, to make, terminate, enforce or
dify Leases of the Subject Property upon such terms and conditions as Beneficiary
desins proper, to make repairs, alterations and improvements to the Subject Property
ssary, in Trustee's or Beneficiary's sole judgment, to protect or enhance the

e Subject Property to be sold by Trustee to satisfy the Secured
rough the exercise of the nonjudicial power of sale. As a condition
y-such sale, Trustee shall give and record such notice as the law then
‘ minimum period of time required by law after such notice has
ithout notice to or demand upon Grantor except as required by
abject Property at the time and place of sale fixed by it in the

st bidder for cash, in lawful money of the United States
elther Grantor nor any other person or entity other than
direct the order in which the Subject Property is
d limits imposed by law, Trustee may from time to
any portion of the Subject Property by public
and place of sale. Trustee shalt deliver to the purchaser

Beneficiary shatt ha
sold. Subject to re
time postpone sale«
announcement at suc

without any covenant or waﬁ‘anty, exp
matters or facts shall be conclusi

_or implied. The recitals in the deed of any
pf the truthfulness thereof. Any person,

or both, and to apply the proceeds recei
order and manner as Trustee and Benefi
sole discretion.

{h) Upon sale of the Subject Property at any
Beneflcrary may credit bld (as determined by
ining such credit
bid, Beneficiary may, but is rot obligated to, take inte’ accourt &l or any of the
following: (i) appraisals of the Subject Property as such apprais ‘y‘be discounted
or adjusted by Beneficiary in its sole and absolute Lndei
expenses and costs incurred by Beneﬁciary with respect to th

without limitation, costs of structural reports and other due diligence
Subject F'roperty prior 10 resale, costs of resale (e.g. commissions’

littgation affecting the Subject Property, and fost opportumty costs (if any*),, ne
the time value of money during any anticipated holding period by Benefigi
declining trends in real property values generally and with respect to propertied’simy
to the Subject Property; (v) anticipated discounts upon resale of the Subject Prog

as a distressed or foreclosed property; (vi) the fact of additional collateral (if any):4ér

Page 15 of 24
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the Secured Obligations; and (vii) such other factors or matters that Beneficiary (in its
sole and absolute discretion) deems appropriate. In regard to the above, Grantor
acknowledges and agrees that: {w) Beneficiary is not required to use any or ail of the
foregoing factors to determine the amount of its credit bid; (x) this Section does not
impose upon Beneficiary any additional obligations that are not imposed by law at the
time the credit bid is made; {y) the amount of Beneficiary's credit bid need not have
relation to any loan-to-value ratios specified in the Loan Documents or previously
discussed between Grantor and Beneficiary, and (z) Beneficiary's credit bid may be
(at.Beneficiary's sole and absolute discretion) higher or fower than any appraised
the Subject Property.

foreciosure salé{a)-
and not then repai
applicable on or
Secured Obligations

rient of all sums expended by Beneficiary under the terms hereof
interest at the rate of interest specified in the Note to be

2 Al sums received by Beneficiary under Section 6.2 or
2XPEenses incurred by Benefi ciary or any receiver under

payment of the Secured Obhgatlc;ns in such ord
discretion; provided, however, Beneficiary sif
received by Beneficiary.

NOC CURE OR WAIVER. Neither Benefia
and taking possession of all or any part of ¢
collection of rents, issues, profits, insurance pri
other security or proceeds of other security,
collected sum to any Secured Obligation, nor the g;
right or remedy by Beneficiary or Trustee or any rece
Defauit or notice of default under this Security Instrument,
default or sale (unless all Secured Obllgatuons then due h
Grantor has cured all other defaults), or impair the stat
Beneficiary or Trustee in the exercise of any right or re o
affirmation by Beneficiary of any tenancy, lease or option or a'sy inatias of the lien of or
security interests created by this Security Instrument.

operty and Collateral, nor any
mnation proceeds or damages,
ims, nor the application of any
Tature to exercise of any other

PAYMENT OF COSTS, EXPENSES AND ATTORNEYS' FEES.
Beneficiary immediately and without demand all costs and expense
and Beneficiary pursuant to Section 6.2 (including, without limitatié)
reasonable attorneys' fees, whether incurred in litigation or not) with intere
expenditure until said sums have been paid at the rate of interest then *&pplica
principal balance of the Note as specified therein. In addition, Grantor shallipa:

all Trustee's fees hereunder and shall reimburse Trustee for all expenses i
administration of this trust, including, without limitation, any reasonable attorneys'feps.

POWER TO FILE NOTICES AND CURE DEFAULTS. Grantor hereby irrevocably
Beneficiary and its successors and assigns, as its attorney-in-fact, which agency is cou)
with an interest, (a) to execute and/or record any notices of completion, cessation of labotyOr

Skagit County Auditor
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Loan No. 1010100

any other notices that Beneficiary deems appropriate to protect Beneficiary's interest, (b)
upon the issuance of a deed pursuant to the foreclosure of the lien of this Security
Instrument or the delivery of a deed in lieu of foreclosure, to execute all instruments of
ignment or further assurance with respect to the Subject Property and Collateral, Leases
and Payments in favor of the grantee of any such deed, as may be necessary or desirable
for such purpose, (c) to prepare, execute and file or record financing statements,

rantor hereunder; provided, however, that: (i) Beneficiary as such
shall only be accountable for such funds as are actually received by
Beneficiary shall not be liable to Grantor or any other person or entity for
hether such failure constitutes negligence) by Beneficiary under this

MISCELLANEOUS PROVISIONS
7.1 Loan Documents contain or incorporate by reference the
th respect to matters contemplated herein and supersede
all prior nhegotiations = ocuments grant further rights to Beneficiary and contain
further agreements and affirinative apd negative covenants by Grantor which apply to this
Security Instrument and to.hé Subject Property and Collateral and such further rights and
agreements are incorporat ‘eirby this reference.

7.2 MERGER. No merger shall o
or any other lien on, the Subject

s a result of Beneficiary’s acquiring any other estate in,
riperty unles$:Beneficiary consents to a merger in writing.

7.3 OBLIGATIONS OF GRANTOR, JOINT _ND SEVERAL. If more than one person has
executed this Security Instrument as "Grag the ebligations of all such persons hereunder
shall be joint and several.

7.4 RECOURSE TO SEPARATE PROPERTY. A
Instrument as a Grantor agrees that any mo
obtains pursuant to the terms of this Security Instru A
married person secured by this Security Instrument ma; ed by execution upon that

7.5 WAIVER OF MARSHALLING RIGHTS. Grantor, for itse or al! pames clalmlng
through or under Grantor, and for all parties who may acqu
Subject Property and Collateral, hereby waives all rights to the u ee‘t Property and
Coliateral and/or any cther property, which is now or later may : any Secured
Obligation ("Other Property”) marshalled upon any foreclosure of the Secunty

any of the Secured Obligations. Beneficiary shall have the right to 5
which foreclosure proceedings may be brought shall have the right to o
Subject Property and any or all of the Collateral or Other Property as a whaie
parcels, in any order that Beneficiary may designate.

7.6 RULES OF CONSTRUCTION. When the identity of the parties or other circuiy
make it appropriate the masculine gender includes the feminine andf/or neuter,
singular humber includes the plural. The term "Subject Property” and "Collateral” méan
and any part of the Subject Property and Coltateral, respectively, and any interest in
Subject Property and Collateral, respectively.
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Loan No. 1010100

SUCCESSORS IN INTEREST. The terms, covenants, and conditions herein contained shall
be binding upon and inure to the benefit of the heirs, successors and assigns of the parties
eto; provided, however, that this Section 7.7 does not waive or modify the provisions of
tion 5.12.

XE UTION IN COUNTERPARTS. To facilitate execution, this document may be executed
i y counterparts as may be convenient or required. It shall not be necassary that the
2or acknowledgment of, or on behalf of, each party, or that the signature of all

: each of the parties hereto. Any signature or acknowledgment page to
any coun;erp detached from such counterpart without impairing the legal effect of

the &gnaiuré%

7.9

laws of the State
the State of Washi

otice of Defauit may be sent by certified
ress Mail or by overnight commercial

below; provided, however, that non-receip
change of address of which the sending party
accept detivery shall be deemed receipt of such commuy
address of the parties shall be:

gtion. For purposes of notice, the

e RN

Villa Kathieen Redevelopment LLLP Skagit County Audit
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Villa Kathleen Redevelopment LLLP
2505 3" Avenue, Suite 204

P.O. Box 2253

Seattle, Washington 98121

Grantor:

Stewart Title Guaranty Company

1420 Fifth Avenue, Suite 440

Seattle, Washington 98101

{(w/ reference to Loan No. 1010100 and Beneficiary AU #07490)

Kantor Faylor Nelson Evatt & Decina PC
a1 Fifth Avenue, Suite 4000
eattle, Washington 98164

With a copy

With a copy to:

Beneficiary:
5400 LB.) Freeway, Suit
Dallas, Texas 75240
MAC T79236-100
Attn:  Kathy Cotton Farruya
Loan No. 1010100

With a copy to:

Wells Fargo Bank, National Association ™
Minneapolis Loan Center (AU #07490)
608 Second Avenue South

MAC N(#)N9303-110

Minneapolis, Minnesota 55402

Aftention: Roxanne Swanson

"
| -
T RAA R
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Loan No. 1010100

ny party shall have the right to change its address for notice hereunder to any other location within the
al United States by the giving of thirty (30) days notice to the other party in the manner set forth

.. Grantor shall forward to Beneficiary, without delay, any notices, letters or other
delivered to the Subject Property or to Grantor naming Beneficiary, "Lender” or the
ender” or any similar designation as addressee, or which could reasonably be deemed to
uction of the Improvements or the ability of Grantor to perform its obligations to Beneficiary
2 Loan Agreement.

ORAL AGREEMENTS' OR_ORAL COMMITMENTS TO LOAN MONEY,
EXTEND_CREDIT OR.TOFORBEAR FROM ENFORCING REPAYMENT OF
A DEBT ARE NOT ENFORCEABLE UNDER WASHINGTON LAW.

IN WITNESS WHEREOF, Grant
above,

d this Security Instrument as of the day and year set forth

"GRANTOR"

VILLA KATHLEEN REDEVELOPMENT LLLP
limited liability limited partnership

Washmgtsﬁ

By: Caobbile Knoll | Mercy LLC,
its General Partner

By: Mercy Housing Northwest, its Sole Member and
Manager

oy _ (000 (Rumpf

Bill Rumpf, President { U

(ALL SIGNATURES MUST BE ACKNOWLEDG

Page 20 of 24
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EXHIBIT A
Loan No. 1010100

EXHIBIT A
DESCRIPTION OF SUBJECT PROPERTY

struction Security Instrument with Absolute Assignment of Leases and Rents, Security
i Fixture Filing executed by VILLA KATHLEEN REDEVELOPMENT LLLP, as Grantor to

N-89-01, approved June 14, 1989 and recorded on December 1,
192, under Auditor’s File No. 8912010018, records of Skagit
Lot 12, Plat of Sunrise Addition, in Volume 4 of Plats, Page 44,

County, Washington, being i portio
records of Skagit County, Washin

Situate in the Town of Concrete «County of Skagit, State of Washington.

TAX ACCOUNT NO. 4064 (P70880)

PARCEL "B": VILLA KATHLEE!

Lots 13 through 23, inclusive, Block 2, "FRITSCH'S ADDIT

TO BURLINGTON," as per plat recorded
in Volume 3 of Plats, page 78, records of Skagit County,

Situate in the City of Burlington, County of Skagit, S

TAX ACCQUNT NO. 4084-002-023-0006"

PARCEL "C™ FIRCREST

That portion of the Southeast ¥ of the Southeast ¥ of Section 17, Ty i orth, Range 4 East,
W.M., described as follows;

Beginning at the Southwest corner of Lot 17, "BEL-AIR MANOR THIRD-AD!
in Volume 10 of Plats, page 42, records of Skagit County, Washington; the
East line of 18" Street a distance of 126 feet to the true point of beginning
Northeasterly to a point on the Southwesterly line of North Viewmont Drive
point lies 60 feet Southeasterly from the Southeast comer of said Lot 17 when rifga
Southwesterly line of said North Viewmont Drive; thence Southeasterly along said.

as per plat recorded
rallel with the

Narth along the East line of 18th Street a distance of 181 feet, more or less, {0 a point 174 fee!
the Southwest corner of Lot 8, "BEL-AIR MANCOR FOURTH ADDITION,” as per plat recorde
10 of Plats, page 33, records of Skagit County, Washington; thence East parallel with the So
said Lot § a distance of 97.50 feet; thence North to the true point of beginning;

I ANNAMAmAI
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that portion deeded to the City of Mount Vernon by deed recorded July 1, 1993, under Auditor's
307010054, records of Skagit County, Washington.

ty of Mount Vernon, County of Skagit, State of Washington.

OUNT NO. 340417-4-014-0003 (P26029)

AR
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SCHEDULE 1
Loan No. 1009691

SCHEDULE OF LEASES

truction Security Instrument with Absolute Assignment of Leases and Rents, Security
sre Filing executed by VILLA KATHLEEN REDEVELOPMENT LLLP, as Grantor to
35 Trustee for the benefit of WELLS FARGO BANK, NATIONAL ASSOCIATION, as
ofMay 22, 2014.

MBI
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Kathleen Redevelopment LLLP, a Washington limited liability limited partnership {the
ted the within and foregoing instrument, and acknowledged this instrument to be
“gnd deed of said Partnership, for the uses and purposes therein mentioned, and

IN WITNESS WHEREGE
above written,

NOTARY PUBLIC in and forthe St
Washington, residing at
My appointment expires;

e A
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