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PRIORITY AND SUBORDINATION AGREEMENT
(Rock Creek Terrace Apartments)

THIS PRIORITY AND SUBORDINATION AGREEMENT (the “Agreement”),
dated November 390, 2004, is by and between MERCY PROPERTIES WASHINGTON I
1.L.C, a Washington limited liability company, U.S. BANK NATIONAL ASSOCIATION, as
lender (the “Lender”); the UNITED STATES OF AMERICA, acting through the RURAL
HOUSING SERVICE OF THE UNITED STATES DEPARTMENT OF AGRICULTURE
(the “Government”), the STATE OF WASHINGTON DEPARTMENT OF COMMUNITY,
TRADE AND ECONOMIC DEVELOPMENT, OFFICE OF COMMUNITY
DEVELOPMENT (the “State™); and the WASHINGTON STATE HOUSING FINANCE

COMMISSION (the “Commission”).

WHEREAS, the Government (formerly known as United Statcs of America, acting
through the Farmers Home Administration, Unifed States Department of Agriculture) is the
owner and holder of that certain Deed of Trust dated the 28" day of November, 1976,
recorded November 18, 1976 in Book 53, Page 715, Auditor’s File No. 83183, Skamania
County Mortgage Records, securing a loan in the original principal amount of § (the
“Existing Government Deed of Trust”) and that certain Deed of Trust dated the Jo day of
November, 2004, recorded November 20,2004 in Book __~7Page .~ Auditor’s File
No. ¥, Skamania County Mortgage Records, securing a loan in the original prineipal
amount of $920,000 (the “New Government Deed of Trust”); ¥ _2004/55440

refinancing of th&Preperty (defined below), the Berrowe
=mgnt-dated the ]fi day of November, 2004, recorded
in Book Page ., Auditor’s File No. , Skamania County

gagel(?] Records (the “Government Covenant”) ;

WHEREAS, Lender has agreed fo loan the principal sum of $216,336 to Borrower
\with interest at the per annum rate not to exceed 5 and 125/1000ths percent (5.125%), except
in the event of & default in which event the default interest rate shall be the Note rate of
interest plus 5 percent, for the following purposes ofily: acquiring the property legally
described on Exhibit A attached hereto (“Real Property™), renovating the affordable housing
project located on the Real Property, funding a replacement reserve, and paying costs and
fees associated with loan (the “Bank Loan™), such loan to be secured by that certain Deed of
Trust encumbering the Real Property dated the 1* day of November, 2004, recorded
November 30, 2004 in Book e, Page—~", Auditor’s File No. 8 , Skamania County
[Mortgage] [?] Records (the “Bank Deed of Trust”); -}¢.200 41854HZ

WHEREAS, the State has agreed to loan the principal sum of $500 to Borrower, a
portion of which will be used for the purpose of acquiring and rehabilitating the Real
Property and improvements located thereon;
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WHEREAS, in conjunction with the State Loan, the Borrower has executed that
certain Low Income Housing Covenant Agreement dated the {9 day of November, 2004

recorded November 30, 2004 in Book .~ Page 5 Auditor’s File No. ¥ , Skamania
County [Mortgage] [?] Records (the “State Covenant”). The State’s Low Income Housing

Agreement is not subordinated to the Bank’s Deed of Trust; ¥ Z664/55 4/ 2.

WHEREAS, the Commission has agreed to acquire the Bank Loan from the Lender
with proceeds of a tax-exempt bond (the “Bond”) in consideration for which the Borrower
has agreed to enter into a Regulatory Agreement, dated as of November 1, 2004 (the
“Regulatory Agreement”), to be recorded on the real property records of the Real Property
acquired with the Bank Loan, which Regulatory Agreement is required by federal tax law to
be recorded in a first lien position.

NOW THEREFORE, in consideration of parties’ agreements to make the loans
referenced herein, and in consideration of the Commission’s.agreement to issue the Bond on
behalf of the Borrower, and subject to the terms and conditions set forth below, the
Government, the State and Lender hereby agree as follows:

(a) Regardless of the time each party’s interest in the Real Property was or shall
be created or recorded, such interests have and shall have the following priorities:

(i) Regulatory Agreement;
(i)  State Covenant;
(iii)  Bank Deed of Trust;
(iv)  Existing Government Deed of Trust;
(v) New Government Deed of Trust; and
(vi) = Government Covenant.

(b)  The Government and Lender agree to and de subordinate each of their
respective security instruments to the liens of the Regulatory Agreement and State Covenant.

(c) The Government (i) consents to the Borrower obtaining the Bank Loan from
the Lender for the above-described purposes, and (i1) agrees to and does subordinate in favor
of the Lender and its successors and assigns its liens and security interests created or
evidenced by the above-described instruments insofar as such security instrument is secured
by the following-described property (“Property™) that will secure the Bank Loan, provided
the Lender perfects a lien on that Property: The legal description of the Real Property is set
forth on Exhibit A attached hereto and incorporated herein by this reference, together with all
improvements, fixtures and tangible personal property now or hereafier located on the Real
Property, all intangible personal property now or hereafter used or acquired in connection
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with the ownership, development, operation or maintenance of the Real Property and
improvements, and all of the present and future rents, revenues, issues, accounts, profits and
income of the Real Property and improvements. This subordination is limited to (i) the
amount actually loaned by the Lender to the Borrower (principal and accrued interest,
including default interest, if applicable, at a rate of five percent (5%) above the note rate) for
the foregoing purposes, (ii) future advances for taxes, assessments, insurance, cost of
maintenance and repairs to the Property necessary for the operation of the Property as a Rural
Housing Service Multifamily Project and completed in accordance with applicable
Government regulations; and payments on liens prior to the Lender’s lien, and (ii1) the
amount actually advanced for costs and fees incurred by Lender in connection with realizing
on the collateral for the Bank Loan, including, without limitation, legal fees and
disbursements, foreclosure costs, title charges, appraisal fees, énvironmental assessment fees,
and expenses incurred in any bankruptcy, reorganization, liquidation, receivership or similar
proceedings.

Any amount in excess of such amount will not be covered by this subordination
unless prior written consent was obtained from the Government for incurring the expenditure
in question.

(d) The Lender must incorporate into the Borrower’s Promissory Note a statement
that the Loan will be in default should any proceeds of the Loan funds obtained as a result of
this subordination be used (i) for a purpose that will contribute the excessive erosion of
highly erodible land or to the conversion of wetlands to produce an agricultural commeodity,
provided by Exhibit M of Subpart G of Part 1940 Title 7, Code of Federal Regulations, or
(ii) for any purpose not provided for above.

(e) The parties further agree as follows:

(i)  The Lender will not declare the Bank Loan {0 be in default and the
Bank Loan will not be accelerated unless at least 30 days’ prior written notice has
been provided to the Government.

(i)  The Lender agrees that the Government may, at its option, cure any
monetary default by the Borrower by paying the amount of the Borrower’s delinquent
payments to the Lender within 30 days after written notice has been provided to the
Government.

If the Government obtains title to the Real Property which secured the
Bank Loan, whether by foreclosure or deed in lieu of foreclosure, the Government,
subject to the Lender’s lien, notwithstanding any prohibition if any of the Lender’s
security instruments to the contrary, may transfer the Real Property only with the
consent of the Lender provided that Lender shall not unreasonably withhold its
consent to a transferee meeting the Government’s rural housing program
requirements and such transferee is a 501(c)(3) entity.
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(iii)  Any notice to be given by either party to the other shall be delivered in
person or deposited in the United States mail, duly certified, with postage prepaid,
and addressed to the party for whom intended.

(iv)  Each of the terms, covenants and conditions of this subordination shall
extend to and be binding on the assigns of each party to this Agreement.

[The remainder of this page is intentionally left blank.]
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IN WITNESS WHEREQF, the parties hereto have executed this Priority and
Subordination Agreement on this _16th day of November, 2004.

UNITED STATES OF AMERICA, acting through
the RURAL HOUSING SERVICE OF THE
UNITED STATES DEPARTMENT OF
AGRIGULTURE

Name: Sandra M. Bougliton
Acting State Director

U.S. BANK MATIONAL ASSOCIATION

By

bgrrellchKissic, Vice President

MERCY PROPERTIES WASHINGTON ILLC, a
Washington limited liability company
By: Mercy Properties Washington II, a Washington

nonprofit corporation, its sole member

By

Patricia O’Roark, Executive Vice President

STATE OF WASHINGTON DEPARTMENT OF
COMMUNITY, TRADE AND ECONOMIC
DEVELOPMENT, OFFICE OF COMMUNITY
DEVELOPMENT '

By

Name:
Title:
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IN WITNESS WHEREQF, the parties hereto have executed this Priority and
Subordination Agreement on this uﬂ day of November, 2004,

UNITED STATES OF AMERICA, acting through
the RURAL HOUSING SERVICE OF THE
UNITED STATES DEPARTMENT OF
AGRICULTURE

By

Name:

Acting State Director

US.B ATIONAL ASSOCIATION

By

Darrell McKissic; Vice President
MERCY PROPERTIES WASHINGTON I LLC, a
Washington limited liability company

By: Mercy Properties Washington II, a Washington
nonprofit corporation, its scle member

By adiin O (Cools

Patricia O’Roark, Executise Vice President

STATE OF WASHINGTON DEPARTMENT OF
COMMUNITY, TRADE AND ECONOMIC
DEVELOPMENT, OFFICE OF COMMUNITY
DEVELOPMENT

By

Name:
Title:
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IN WITNESS WHEREOF, the parties hereto have executed this Priority and
Subordination Agreement on this day of November, 2004.

UNITED STATES OF AMERICA, acting through
the RURAL HOUSING SERVICE OF THE
UNITED STATES DEPARTMENT OF
AGRICULTURE

By

Name:

Acting State Director

US.B NXTIONAL ASSOCIATION

By

Darrell McKissic, Vice President
MERCY PROPERTIES WASHINGTONILLC, a
Washington limited liability company

By: Mercy Properties Washington II, a Washington
nonprofit corporation, its Sole member

By
Patricia G°Roark, Executive Vice President

STATE OF WASHINGTON DEPARTMENT OF
COMMUNITY, TRADE AND ECONOMIC
DEVELOPMENT, OFFICE OF COMMUNITY
DEVELOPMENT

By Chia oo Maawk s

Name: (ism & Voo ®¥k.0

Title: MMW%&M

PAGE 5
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WASHINGTON STATE HOUSING FINANCE
COMMISSION

o A Do

Name: ThuL SOWARDS

Title: —‘DE'?U\TH‘ VIRECTOR
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STATE OF WASHINGTON )

) ss.
COUNTY OF THURSTON )
On this _16thday of _November , 2004, before me, the undersigned, a

Notary Public in and for the State of Washington, duly commissioned and sworn, personally
appeared __ Sandra M. Boughton , to me known to be Acting State Director,
UNITED STATES OF AMERICA, acting through the RURAL HOUSING SERVICE OF
THE UNITED STATES DEPARTMENT OF AGRICULTURE, and the person(s) described
in and who executed the foregoing Priority and Subordination Agreement, and acknowledged

she executed the same as __her free act and deed.

IN WITNESS WHEREOF I have hereunto set my hand and official seal the day and

year first above written. <

N W W

Wiy
) LIC }
{ STATE OF WASHINGTON | SHATS, D Vel
 COMMISSION EXPIRES [ (Print or stamp name of Notary)
§_ _Mavis 008 F
YT NOTARY PUBLIC in and for the State

of Washington, residing at OLYMPIA

My appointment expires: MAY 18, 2008

51 Jo g1 afey
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STATE OF WASHINGTON )
) ss.

COUNTY OF KING )

On this !Q{Q day of November, 2004, before me, the undersigned, a Notary Public
in and for the State of Washington, duly commissioned and sworn, personally appeared
Darrell McKissic, to me known to be the person who signed as a Vice President of
U.S. BANK NATIONAL ASSOCIATION, the national banking association that eéxecuted
the within and foregoing instrument, and acknowledged said instrument to be the fie and
voluntary act and deed of said national banking association for the uses and purposes therein
mentioned, and on oath stated that he was duly elected, qualified and acting as said officer of
the national banking association and that he was authorized to éxecute said instrument.

IN WITNESS WHEREOF I have hereunto set my hand and official seal the day and

year first above %ritten.
Vi L ?JQAEQA

\\\\\\\\\

h

vy .
e ETHEP Al (Signature of Notary)
= e AT i, o ,
S e e X kim K. Etjedon
A . "b : 2 (Print or stamp name of Notary)
A L F
% ‘9.&, ", p.gkf J g s NOTARY PUBLIC in and for the Stafe
g | ‘Q‘o‘;"““;“ - of Washington, residing at .
hy,, WA My appointment expites: & ~14-O% .

\\\\\\\\\
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STATE OF WASHINGTON )
- ) ss.

COUNTY OF )

On this lgm day of November, 2004, before me, the undersigned, a Notary Public
in and for the State of Washington, duly commissioned and sworn, personally appeared
Patricia O’Roark, to me known to be the person who signed as Executive Vice President of
Mercy Properties Washington 11, the corporation acting as sole member of MERCY
PROPERTIES WASHINGTON I LLC, the limited liability company that executed the
within and foregoing instrument, and acknowledged said instrument to be the free and
voluntary act and deed of Mercy Properties Washington II as sole member and of MERCY
PROPERTIES WASHINGTON I LLC for the uses and purpoeses therein mentioned; and on
oath stated that she was duly elecied, qualified and acting as said officer of the corporation
and that she was authorized to execute the said instrument on behalf of Mercy Properties
Washington II and that the seal affixed, if any, is the corporate seal of the corporation, and
that the corporation was authorized to execute said instrunient on behalf of MERCY

PROPERTIES WASHINGTON ILLC.

IN WITNESS WHEREOF I have hereunto set my hand and official seal the day and
year first above written.

Qign )hre df Notarx/
lﬂu1vxr3

(Prmt or stamp nar&/éf Notary)

TYNN SASUGA ™
) NOT ARVASUSiI C > NOTARY PUBLIC in and for the State
{ STATE OF waStingTon b of Washington, resding af._Secuvvton, Wi
{4 CoMmIBSICn EXP!RES‘\; ¢ My appointment expires: _5 !al 3’/09’
1 MAY 28, 2008 ¢

T Y YT
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STATE OF WASHINGTON )
) ss.

COUNTY OF Thurston )

On this [ T day of M svembev 2004, before me, the undersigned, a
Notary Public in and for the State of Washington, duly commissioned and sworn, personally

appeared )| ‘S o - Vati:le , to me known to be the
person who signed as (C A M, Ma Mg ing D; recle ¢ of the STATE OF
WASHINGTON DEPARTMENT OF COMMUNITY, TRADE AND ECONOMIC
DEVELOPMENT, OFFICE OF COMMUNITY DEVELOPMENT, the agency that executed
the within and foregoing instrument, and acknowledged said instrument to be the free and -
voluntary act and deed of said corporation for the uses and purposes therein mentioned, and
on oath stated that Sihe  was duly elected, qualified and acting as said officer of the
corporation, that_<.}, ¢ was authorized to execute said instrumient and that the seal affixed,
if any, is the corporate seal of said agency.

IN WITNESS WHEREOF I have hereunto set my hand and official seal the day and
year first above written.

AN Wy, @W G f;f ' O(/Y\-//\AA'-

:"__e E\—AL .Dé;;t,, {Signature of Notary)
£ QVaNSSION
£ i ot 518k Parmeda L 1Denham
2 e, + ﬁ H (Print or stamp name of Notary)
P s z
2y “Usuc  f 2
"4,”)5-.& 5 5 ¥ NOTARY PUBLIC in and for the State
"t,‘ O,;'"-“-!.“.Qz--"eﬂo_..-' of Washington, residing at _¢O Igf mpia .
W "\Vésﬂ‘i@r" My appointment expires: A~ (-~ T] :
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STATE OF WASHINGTON )

) ss.
COUNTY OF Eﬁéc )

On this \q‘-day of NQV/W , 2004, before me, the undersigned, a

Notary Publjc in ani'for the Statg of Washington, duly commissiongd aw , pergonal
appeared Y& . ‘B?iw , to me known to be % \ }5‘:( t M ,
WASHINGTON STATE HOUSING FINANCE COMMISSION, and the person(s)

described in and who executed the foregoing Priority and Subordination Agreement, and
acknowledged executed the same as free act and deed.

IN WITNESS WHEREOQF I have hereunto sef my hand and official seal the day and
year first above written.

F O iBON g :
« -'é“%s E*fo"fp ¢ (Signature of Notary)

- L/

Z ¥ X

AR L)
X fzZ

{Print or stamp name of Notary)

S8l S |
'a.“OF W AS\’\\‘.-‘: NOTARY PUBLIC in and for, the State
M of Washington, residing at }}#‘i! % ; .
My appointment expires: _PLaM 1%y .

ot
o 9
w
o
=
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e
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~
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Exhibit “A”

A tract of land located in Section 1, Township 2 North, Range 7 East of the Willamette
Meridian, in the county of Skamania, State of Washington, described as follows:
Beginning at a point on the North line of said Section 1, which is 804.5 feet West of the
intersection of said North line with the West line of the H. Shepard D.L. C.; thence South
00°50'54" West parallel with the West line of the said Shepard D.1..C., 34.00 feet to the
South right of way line of Vancouver Avenue and the True Point of Beginning; thence
North 88°56'55" West 172.73 feet to a brass screw set in curb; thence South ¢1°33'03"
West 227.60 feet; thence North 82°48°05" West 162.97 feet, more or less, to the East
right of way line of Second Avenue; thence Southeasterly along said Fast line to a point
which bears South 00°50 54" West from the True Point of Beginning; thence North
00°50'54” East paralfel with the West line of Shepard D.L.C., 499.56 feet to the True

Point of Beginning.
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