
CITY COUNCIL MEETINGS RULES – PUBLIC DECORUM 

 

Strict adherence to the following rules of decorum by the public will be observed and 
adhered to during City Council meetings, including open forum, public comment period 
on legislative items, and Council deliberations: 
 
1. No Clapping! 
2. No Cheering! 
3. No Booing! 
4. No public outbursts! 
5. Three-minute time limit for comments made during open forum and public testimony on 

legislative items! 
6. No person shall be permitted to speak at open forum more often than once per month. In 

addition, please silence your cell phones when entering the Council Chambers! 
 
Further, keep the following City Council Rules in mind: 
 
Rule 2.2 Open Forum 

D. The open forum is a limited public forum; all matters discussed in the open forum shall relate to 
the affairs of the City. No person shall be permitted to speak regarding items on the current or 
advance agendas, pending hearing items, or initiatives or referenda in a pending election. 
Individuals speaking during the open forum shall address their comments to the Council 
President and shall not use profanity, engage in obscene speech, or make personal comment or 
verbal insults about any individual. 
 

E. To encourage wider participation in open forum and a broad array of public comment and varied 
points of view, no person shall be permitted to speak at open forum more often than once per 
month. However, there is no limit on the number of items on which a member of the public may 
testify, such as legislative items, special consideration items, hearing items, and other items 
before the City Council and requiring Council action that are not adjudicatory or administrative 
in nature, as specified in Rules 5.3 and 5.4. 
 
Rule 5.4 Public Testimony Regarding Legislative Agenda Items – Time Limits 

A.  5.4.1 The City Council shall take public testimony on all matters included on its legislative 
agenda, with those exceptions stated in Rule 5.4(B). Public testimony shall be limited to the final 
Council action. Public testimony shall be limited to three (3) minutes per speaker, unless, at his 
or her discretion, the Chair determines that, because of the number of speakers signed up to 
testify, less time will need to be allocated per speaker in order to accommodate all of the 
speakers. The Chair may allow additional time if the speaker is asked to respond to questions 
from the Council. 
 

B. No public testimony shall be taken on consent agenda items, amendments to legislative agenda 
items, or procedural, parliamentary, or administrative matters of the Council. 
 

C. For legislative or hearing items that may affect an identifiable individual, association, or group, 
the following procedure may be implemented: 
 

1. Following an assessment by the Chair of factors such as complexity of the issue(s), the 
apparent number of people indicating a desire to testify, representation by designated 
spokespersons, etc., the Chair shall, in the absence of objection by the majority of the 
Council present, impose the following procedural time limitations for taking public 
testimony regarding legislative matters: 

 
a. There shall be up to fifteen (15) minutes for staff, board, or commission 

presentation of background information, if any. 
 

b. The designated representative of the proponents of the issue shall speak first 
and may include within his or her presentation the testimony of expert 
witnesses, visual displays, and any other reasonable methods of presenting 
the case. Up to thirty (30) minutes shall be granted for the proponent’s 
presentation. If there be more than one designated representative, they shall 
allocate the 30 minutes between or among themselves. 



 
c. Three minutes shall be granted for any other person not associated with the 

designated representative who wishes to speak on behalf of the proponent’s 
position. 
 

d. The designated representative, if any, of the opponents of the issue shall 
speak following the presentation of the testimony of expert witnesses, visual 
displays, and any other reasonable methods of presenting the case. The 
designated representative(s) of the opponents shall have the same time 
allotted as provided for the proponents. 
 

e. Three minutes shall be granted for any other person not associated with the 
designated representative who wishes to speak on behalf of the opponents’ 
position. 
 

f. Up to ten minutes of rebuttal time shall be granted to the designated 
representative for each side, the proponents speaking first, the opponents 
speaking second. 

 
2. In the event the party or parties representing one side of an issue has a designated 

representative and the other side does not, the Chair shall publicly ask the unrepresented 
side if they wish to designate one or more persons to utilize the time allotted for the 
designated representative. If no such designation is made, each person wishing to speak 
on behalf of the unrepresented side shall be granted three minutes to present his/her 
position, and no additional compensating time shall be allowed due to the fact that the 
side has no designated representative.  
 

3. In the event there appears to be more than two groups wishing to advocate their distinct 
positions on a specific issue, the Chair may grant the same procedural and time 
allowances to each group or groups, as stated previously. 

 
D. The time taken for staff or Council member questions and responses thereto shall be in addition 

to the time allotted for any individual or designated representative’s testimony. 
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CITY COUNCIL BRIEFING SESSION 
 
Council will adopt the Administrative Session Consent Agenda after they have had appropriate 
discussion. Items may be moved to the 6:00 p.m. Legislative Session for formal consideration by the 
Council at the request of any Council Member. 

SPOKANE CITY COUNCIL BRIEFING SESSIONS (BEGINNING AT 3:30 P.M. EACH MONDAY) AND LEGISLATIVE 
SESSIONS (BEGINNING AT 6:00 P.M. EACH MONDAY) ARE BROADCAST LIVE ON CITY CABLE CHANNEL FIVE 
AND STREAMED LIVE ON THE CHANNEL FIVE WEBSITE. THE SESSIONS ARE REPLAYED ON CHANNEL FIVE 
ON THURSDAYS AT 6:00 P.M. AND FRIDAYS AT 10:00 A.M. 

The Briefing Session is open to the public, but will be a workshop meeting. Discussion will be limited to 
Council Members and appropriate Staff and Counsel. There will be an opportunity for the expression of 
public views on any issue not relating to the Current or Advance Agendas during the Open Forum at the 
beginning and the conclusion of the Legislative Agenda. 

ADDRESSING THE COUNCIL 

 No one may speak without first being recognized for that purpose by the Chair. 
Except for named parties to an adjudicative hearing, a person may be required to 
sign a sign-up sheet as a condition of recognition. 

 Each person speaking at the public microphone shall print his or her name and 
address on the sheet provided at the entrance and verbally identify him/herself by 
name, address and, if appropriate, representative capacity. 

 If you are submitting letters or documents to the Council Members, please provide 
a minimum of ten copies via the City Clerk. The City Clerk is responsible for 
officially filing and distributing your submittal. 

 In order that evidence and expressions of opinion be included in the record and that 
decorum befitting a deliberative process be maintained, modes of expression such 
as demonstration, banners, applause and the like will not be permitted. 

 A speaker asserting a statement of fact may be asked to document and identify the 
source of the factual datum being asserted. 

SPEAKING TIME LIMITS:  Unless deemed otherwise by the Chair, each person addressing the 
Council shall be limited to a three-minute speaking time. 

CITY COUNCIL AGENDA:   The City Council Advance and Current Agendas may be obtained prior to 
Council Meetings from the Office of the City Clerk during regular business hours (8 a.m. - 5 p.m.). The Agenda 
may also be accessed on the City website at www.spokanecity.org. Agenda items are available for public review 
in the Office of the City Clerk during regular business hours. 

AMERICANS WITH DISABILITIES ACT (ADA) INFORMATION: The City of Spokane is 
committed to providing equal access to its facilities, programs and services for persons with disabilities. The Spokane 
City Council Chamber in the lower level of Spokane City Hall, 808 W. Spokane Falls Blvd., is wheelchair accessible and 
also is equipped with an infrared assistive listening system for persons with hearing loss. Headsets may be checked 
out (upon presentation of picture I.D.) at the City Cable 5 Production Booth located on the First Floor of the Municipal 
Building, directly above the Chase Gallery or through the meeting organizer. Individuals requesting reasonable 
accommodations or further information may call, write, or email Human Resources at 509.625.6383, 808 W. Spokane 
Falls Blvd, Spokane, WA, 99201; or msteinolfson@spokanecity.org. Persons who are deaf or hard of hearing may 
contact Human Resources through the Washington Relay Service at 7-1-1. Please contact us forty-eight (48) hours 
before the meeting date. 

 

If you have questions, please call the Agenda Hotline at 625-6350.  

mailto:msteinolfson@spokanecity.org
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BRIEFING SESSION 
(3:30 p.m.) 

(Council Chambers Lower Level of City Hall) 
(No Public Testimony Taken) 

 
Council Reports 
 

Staff Reports 
 

Committee Reports 
 

Advance Agenda Review 
 

Current Agenda Review 
 

 
 

ADMINISTRATIVE SESSION 

 
Roll Call of Council 
 
 

CONSENT AGENDA 
 
REPORTS, CONTRACTS AND CLAIMS RECOMMENDATION 
  

1.  Add additional funds to the current Value Blanket Order 
with L.N. Curtis & Sons (Seattle, WA)─$156,000 
(incl. tax). Total Contract Amount: $556,000. 
Brian Schaeffer 

Approve OPR 2016-0120 
RFP 4210-15 

2.  Two-year Contracts for On-Call Construction 
Management Services with: 
 

a. Parametrix (Number one rated firm)─$300,000. 
 

b. Hill International (Number two rated 
firm)─$200,000. 

 
(Multiple Neighborhoods) 
Dan Buller 

Approve  
 
 

OPR 2018-0154 
ENG 2018054 

OPR 2018-0155 
ENG 201805 

3.  Contract Amendment No. 3 with AECOM Technical 
Services (Spokane, WA) for the Spokane Falls CSO 26 
Control Facility Project to include construction 
engineering support from March 19, 2018 through 
December 31, 2019─increase of $85,000. Total Contract 
Amount $5,924,460.12. 
Ken Brown 

Approve OPR 2013-0003 
ENG 2010088 
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4.  Loan Agreements & other documents with Basalt Rock, 
LLC for the: 
 

a. construction of four 3-bedroom affordable 
housing units at 2418 East 1st Avenue─$245,000 
HOME funds. (East Central Neighborhood) 
 

b. demolition of a house and construction of a 
duplex at 2413 East 7th Avenue─$175,000 HOME 
funds. (East Central Neighborhood) 

Melora Sharts 

Approve 
All 

 
 
 

OPR 2018-0156 
 
 
 

OPR 2018-0157 

5.  Five-year Contract with Barr-Tech LLC (Sprague, WA) 
for transporting, processing, and composting 
residential organics─annual estimated expenditure 
$1,300,000. 
Chuck Conklin 

Approve OPR 2018-0158 
BID 4420-17 

6.  Report of the Mayor of pending: 
 
a. Claims and payments of previously approved 

obligations, including those of Parks and Library, 
through _________, 2018, total $_________, with 
Parks and Library claims approved by their 
respective boards. Warrants excluding Parks and 
Library total $____________. 
  

b. Payroll claims of previously approved obligations 
through ___________, 2018: $___________. 

 

Approve & 
Authorize 
Payments 

 
 

CPR 2018-0002 
 
 
 
 
 
 

CPR 2018-0003 
 

7.  City Council Meeting Minutes: ____________, 2018. 
 

Approve 
All 

CPR 2018-0013 

 
 

 

EXECUTIVE SESSION 
(Closed Session of Council) 

(Executive Session may be held or reconvened during the 6:00 p.m. Legislative Session) 
 

 
 
 

CITY COUNCIL SESSION 
(May be held or reconvened following the 3:30 p.m. Administrative Session) 

(Council Briefing Center) 
 
This session may be held for the purpose of City Council meeting with Mayoral 
nominees to Boards and/or Commissions. The session is open to the public. 
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TOWN HALL /LEGISLATIVE SESSION 
(6:00 P.M.) 

(Council Reconvenes at the East Central Community Center) 

 
WORDS OF INSPIRATION 
 
PLEDGE OF ALLEGIANCE 

 
ROLL CALL OF COUNCIL 
 
ANNOUNCEMENTS  
(Announcements regarding Changes to the City Council Agenda) 
 

NO BOARDS AND COMMISSIONS APPOINTMENTS 
 

ADMINISTRATIVE REPORT 
 

COUNCIL COMMITTEE REPORTS 
(Committee Reports for Finance, Neighborhoods, Public Safety, Public Works, and 
Planning/Community and Economic Development Committees and other Boards and Commissions) 

 
 

TOWN HALL FORUM 
This is an opportunity for citizens to discuss items of interest not relating to the Current or Advance 
Agendas nor relating to political campaigns/items on upcoming election ballots. This Forum shall be 
for a period of time not to exceed thirty minutes. After all the matters on the Agenda have been acted 
on, unless it is 10:00 p.m. or later, the open forum shall continue for a period of time not to exceed 
thirty minutes. Each speaker will be limited to three minutes, unless otherwise deemed by the Chair. If 
you wish to speak at the forum, please sign up on the sign-up sheet located in the Chase Gallery. 

 
Note: No person shall be permitted to speak at Open Forum more often than once per month (Council 
Rule 2.2.E). 
 

 
 

NEIGHBORHOOD REPORTS 
 

 
 

LEGISLATIVE AGENDA 
 

NO SPECIAL BUDGET ORDINANCES  
 



SPOKANE CITY COUNCIL ADVANCE AGENDA MONDAY, MARCH 19, 2018 

 

 Page 6 

NO EMERGENCY ORDINANCES 
 

RESOLUTION  
(Require Four Affirmative, Recorded Roll Call Votes) 

 
RES 2018-0020 
OPR 2018-0160 
 

Declaring North River Inc. (Roseburg, OR) a sole source provider and 
authorizing remanufacturing services for the City of Spokane Fire 
Department's custom water rescue boat without public bidding and 
authorizing contract─$75,000. (incl. tax) 
Mark John 

NO FINAL READING ORDINANCES 
 

NO FIRST READING ORDINANCES 
 

 
 

NO SPECIAL CONSIDERATIONS 

 

NO HEARINGS 

 

 
Motion to Approve Advance Agenda for March 19, 2018 

(per Council Rule 2.1.2) 
 

 

TOWN HALL FORUM (CONTINUED) 
This is an opportunity for citizens to discuss items of interest not relating to the Current or Advance 
Agendas nor relating to political campaigns/items on upcoming election ballots. This Forum shall be 
for a period of time not to exceed thirty minutes. After all the matters on the Agenda have been acted 
on, unless it is 10:00 p.m. or later, the open forum shall continue for a period of time not to exceed 
thirty minutes. Each speaker will be limited to three minutes, unless otherwise deemed by the Chair. If 
you wish to speak at the forum, please sign up on the sign-up sheet located in the Chase Gallery. 
 
Note: No person shall be permitted to speak at Open Forum more often than once per month (Council 
Rule 2.2.E). 
 

ADJOURNMENT 
 

The March 19, 2018, Regular Legislative Session of the City Council is adjourned to 
March 26, 2018.  
 

NOTES 
 



Date Rec’d 3/6/2018

Clerk’s File # OPR 2016-0120
Agenda Sheet for City Council Meeting of:
03/19/2018 

Renews #
Submitting Dept FIRE Cross Ref #
Contact Name/Phone BRIAN 

SCHAEFFER
625-7001 Project #

Contact E-Mail BSCHAEFFER@SPOKANECITY.ORG Bid # RFP #4210-15
Agenda Item Type Purchase w/o Contract Requisition # VALUE BLANKET 

ORDERAgenda Item Name 0440 - INCREASE TO VB FOR STRUCTURAL FIREFIGHTING PPE
Agenda Wording

Approve additional funds to be added to the current Value Blanket Order with L.N. Curtis & Sons (Seattle, WA) 
$156,000.00 including tax

Summary (Background)

In March 2016, City Council approved via OPR 2016-0120 (RFP 4210-15) $400,000 for a three (3) year Value 
Blanket for the purchase of structural firefighting PPE.  Due to the hiring of 48 SAFER funded firefighters, funds 
for Structural Firefighting PPE were expended more rapidly than anticipated. The additional funds are needed 
to purchase twenty-two (22) additional sets of Structural PPE for the eleven (11) new hires attending Recruit 
Academy 2018-1, allowance for annual replacement costs for

Fiscal Impact Grant related? NO
Public Works? NO

Budget Account

Expense $ 156,000.00 # various
Select $ # 
Select $ # 
Select $ # 
Approvals Council Notifications
Dept Head SCHAEFFER, BRIAN Study Session
Division Director SCHAEFFER, BRIAN Other PS&CH 3/5/18
Finance BUSTOS, KIM Distribution List
Legal ODLE, MARI tprince
For the Mayor DUNIVANT, TIMOTHY dhaworth
Additional Approvals dstockdill
Purchasing PRINCE, THEA taxes & licenses



Continuation of Wording, Summary, Budget, and Distribution

Agenda Wording

Summary (Background)

unserviceable PPE and possible additional purchases in the event SFD requires a second recruit academy in the 
fall of 2018.

Fiscal Impact Budget Account
Select $ # 
Select $ # 
Distribution List







Date Rec’d 3/5/2018

Clerk’s File # OPR 2018-0154
Agenda Sheet for City Council Meeting of:
03/19/2018 

Renews #
Submitting Dept ENGINEERING SERVICES Cross Ref #
Contact Name/Phone DAN BULLER 625-6391 Project # 2018054
Contact E-Mail DBULLER@SPOKANECITY.ORG Bid #
Agenda Item Type Contract Item Requisition # MASTER
Agenda Item Name 0370 - PARAMETRIX - ON-CALL CONSTRUCTION MANAGEMENT SERVICES
Agenda Wording

Number one rated firm, Parametrix, from advertised Request for Qualifications for a two year contract for On-
Call Construction Management Services for $300,000.00. (Multiple Neighborhood Councils)

Summary (Background)

2018 will be one of the highest volume construction years.  Engineering Services advertised a Request For 
Qualifications for Construction Management consultants to assist over the next two years.  Parametrix was the 
number one rated firm.  Four other firms submitted Statements of Qualifications: Hill International, OAC 
Services, Inc., TD&H Engineering, Inc. and Belsby Engineering.

Fiscal Impact Grant related? NO
Public Works? YES

Budget Account

Expense $ 300,000.00 # Multiple
Select $ # 
Select $ # 
Select $ # 
Approvals Council Notifications
Dept Head TWOHIG, KYLE Study Session
Division Director SIMMONS, SCOTT M. Other Finance 3/19/18
Finance ORLOB, KIMBERLY Distribution List
Legal ODLE, MARI Engineering Admin
For the Mayor DUNIVANT, TIMOTHY publicworksaccounting
Additional Approvals dbuller@spokanecity.org
Purchasing jgraff@spokanecity.org



Continuation of Wording, Summary, Budget, and Distribution

Agenda Wording

Summary (Background)

unserviceable PPE and possible additional purchases in the event SFD requires a second recruit academy in the 
fall of 2018.

Fiscal Impact Budget Account
Select $ # 
Select $ # 
Distribution List



Briefing Paper 
Finance & Administration 

Division & Department: Engineering Services; Public Works 

Subject: Project 2018054 On-Call Construction Management Consultants 
Date: March 19, 2018 
Contact (email & phone): Dan Buller (dbuller@spokanecity.org, 625-6391) 

City Council Sponsor:  
Executive Sponsor: Scott Simmons 

Committee(s) Impacted: PIES 

Type of Agenda item:   ☒ Consent          ☐ Discussion        ☐ Strategic Initiative 
Alignment: (link agenda item to 
guiding document – i.e., Master Plan, 
Budget , Comp Plan, Policy, Charter, 
Strategic Plan) 

 

Strategic Initiative: Innovative Infrastructure 
Deadline:  
Outcome: (deliverables, delivery 
duties, milestones to meet) 

Approval of proposed consultant agreement when brought to 
council 

Background/History:  
• 2018 will be one of the highest volume construction years ever. 
• Engineering Services has, therefore, advertised a Request for Qualifications for construction 

management consultants to assist over the next year or two with the abnormally large project 
volume. 

• Five firms submitted Statements of Qualifications.  Those SOQs were evaluated and the top two 
firms selected.   
 

Executive Summary: 
• Engineering Services proposes to hire Parametrix and Hill International, each for a two year 

contract to provide construction management services on yet to be determined project during 
the 2018 and 2019 construction seasons. 

• The proposed contract with the number one rated firm, Parametrix, is for $300,000 
• The proposed contract with the number two rated firm, Hill International is for $200,000 

Budget Impact: 
Approved in current year budget?  ☐Yes  ☐No ☒N/A 
Annual/Reoccurring expenditure? ☐Yes ☒No ☐N/A 
If new, specify funding source: 
Other budget impacts: (revenue generating, match requirements, etc.) 
Operations Impact: 
Consistent with current operations/policy?  ☒Yes ☐No ☐N/A 
Requires change in current operations/policy? ☐Yes ☒No ☐N/A 
Specify changes required:  
Known challenges/barriers:  

mailto:dbuller@spokanecity.org


 















































Date Rec’d 3/5/2018

Clerk’s File # OPR 2018-0155
Agenda Sheet for City Council Meeting of:
03/19/2018 

Renews #
Submitting Dept ENGINEERING SERVICES Cross Ref #
Contact Name/Phone DAN BULLER 625-6391 Project # 2018054
Contact E-Mail DBULLER@SPOKANECITY.ORG Bid #
Agenda Item Type Contract Item Requisition # MASTER
Agenda Item Name 0370 - HILL INTERNATIONAL - ON-CALL CONSTRUCTION MANAGEMENT 

SERVICESAgenda Wording

Number two rated firm, Hill International, from advertised Request for Qualifications for a two year contract 
for On-Call Construction Management Services for $200,000.00. (Multiple Neighborhood Councils)

Summary (Background)

2018 will be one of the highest volume construction years.  Engineering Services advertised a Request for 
Qualifications for Construction Management Consultants to assist over the next two years.  Hill International 
was the number two rated firm.  Four other firms submitted Statements of Qualifications: Parametrix (number 
one rated), OAC Services, Inc., TD&H Engineering, Inc. and Belsby Engineering.

Fiscal Impact Grant related? NO
Public Works? YES

Budget Account

Expense $ 200,000.00 # Multiple
Select $ # 
Select $ # 
Select $ # 
Approvals Council Notifications
Dept Head TWOHIG, KYLE Study Session
Division Director SIMMONS, SCOTT M. Other Finance 3/19/18
Finance ORLOB, KIMBERLY Distribution List
Legal ODLE, MARI Engineering Admin
For the Mayor DUNIVANT, TIMOTHY publicworksaccounting
Additional Approvals dbuller@spokanecity.org
Purchasing jgraff@spokanecity.org



Continuation of Wording, Summary, Budget, and Distribution

Agenda Wording

Summary (Background)

unserviceable PPE and possible additional purchases in the event SFD requires a second recruit academy in the 
fall of 2018.

Fiscal Impact Budget Account
Select $ # 
Select $ # 
Distribution List



Briefing Paper 
Finance & Administration 

Division & Department: Engineering Services; Public Works 

Subject: Project 2018054 On-Call Construction Management Consultants 
Date: March 19, 2018 
Contact (email & phone): Dan Buller (dbuller@spokanecity.org, 625-6391) 

City Council Sponsor:  
Executive Sponsor: Scott Simmons 

Committee(s) Impacted: PIES 

Type of Agenda item:   ☒ Consent          ☐ Discussion        ☐ Strategic Initiative 
Alignment: (link agenda item to 
guiding document – i.e., Master Plan, 
Budget , Comp Plan, Policy, Charter, 
Strategic Plan) 

 

Strategic Initiative: Innovative Infrastructure 
Deadline:  
Outcome: (deliverables, delivery 
duties, milestones to meet) 

Approval of proposed consultant agreement when brought to 
council 

Background/History:  
• 2018 will be one of the highest volume construction years ever. 
• Engineering Services has, therefore, advertised a Request for Qualifications for construction 

management consultants to assist over the next year or two with the abnormally large project 
volume. 

• Five firms submitted Statements of Qualifications.  Those SOQs were evaluated and the top two 
firms selected.   
 

Executive Summary: 
• Engineering Services proposes to hire Parametrix and Hill International, each for a two year 

contract to provide construction management services on yet to be determined project during 
the 2018 and 2019 construction seasons. 

• The proposed contract with the number one rated firm, Parametrix, is for $300,000 
• The proposed contract with the number two rated firm, Hill International is for $200,000 

Budget Impact: 
Approved in current year budget?  ☐Yes  ☐No ☒N/A 
Annual/Reoccurring expenditure? ☐Yes ☒No ☐N/A 
If new, specify funding source: 
Other budget impacts: (revenue generating, match requirements, etc.) 
Operations Impact: 
Consistent with current operations/policy?  ☒Yes ☐No ☐N/A 
Requires change in current operations/policy? ☐Yes ☒No ☐N/A 
Specify changes required:  
Known challenges/barriers:  

mailto:dbuller@spokanecity.org


 





























































































Date Rec’d 3/5/2018

Clerk’s File # OPR 2013-0003
Agenda Sheet for City Council Meeting of:
03/19/2018 

Renews #
Submitting Dept ENGINEERING SERVICES Cross Ref #
Contact Name/Phone KEN BROWN 625-7727 Project # 2010088
Contact E-Mail KBROWN@SPOKANECITY.ORG Bid #
Agenda Item Type Contract Item Requisition # CR 19105
Agenda Item Name 0370 CONTRACT AMENDMENT #3 - AECOM TECHNICAL SERVICES
Agenda Wording

Contract Amendment No. 3 with AECOM Technical Services to include construction engineering support and 
increasing the contract by $85,000.00 for the Spokane Falls CSO 26 Control Facility Project

Summary (Background)

The AECOM design contract had enough remaining funds to allow Construction Support Engineering Services 
for the CSO 26 Control Facility through 2017.  However, additional money is required to continue their services 
to provide construction engineering support of the remaining project duration. Construction is expected to be 
complete in late 2019.   The estimate and payments are based on time and materials. The total amount of this 
request for $85,000.00.

Fiscal Impact Grant related? NO
Public Works? NO

Budget Account

Expense $ 85,000.00 # 4250-98817-94000-56501-10026
Select $ # 
Select $ # 
Select $ # 
Approvals Council Notifications
Dept Head TWOHIG, KYLE Study Session
Division Director SIMMONS, SCOTT M. Other F&A 3/19/18
Finance ORLOB, KIMBERLY Distribution List
Legal ODLE, MARI Engineering Admin
For the Mayor DUNIVANT, TIMOTHY publicworksaccounting@spokanecity.org
Additional Approvals mdovol@spokancity.org
Purchasing htrautman@spokanecity.org

kbrown@spokanecity.org
ktwohig@spokanecity.org
sujan.punyamurthula@aecom.com



Continuation of Wording, Summary, Budget, and Distribution

Agenda Wording

Summary (Background)

unserviceable PPE and possible additional purchases in the event SFD requires a second recruit academy in the 
fall of 2018.

Fiscal Impact Budget Account
Select $ # 
Select $ # 
Distribution List



City Clerk's No. OPR 2013-0003
Engineering Project No. 2010088

This Contract Amendment is made and entered into by and between the City of Spokane as 
(“City”), a Washington municipal corporation, and AECOM TECHNICAL SERVICES, INC, whose address 
is 528 East Spokane Falls Boulevard, Suite 503, Spokane, Washington, 99202 as (“CONSULTANT”).

WHEREAS, the parties entered into a Contract wherein the Consultant agreed to provide for the 
City Design Services for CSO Basins 26 and 34-1 and associated components; Modeling of five (5) tanks 
for CSO Basins 20 and 24; and Administration, planning, design, construction phase support and 
consulting; and

WHEREAS, a change or revision of the Work has been requested, thus the original Contract 
needs to be formally Amended by this written document; and

-- NOW, THEREFORE, in consideration of these terms, the parties mutually agree as follows:

1. CONTRACT DOCUMENTS. 
The Contract, dated January 21, 2013, January 22, 2013 and November 28, 2016, any previous 
amendments, addendums and / or extensions / renewals thereto, are incorporated by reference into this 
document as though written in full and shall remain in full force and effect except as provided herein.

2. EFFECTIVE TERM.
This Contract Amendment shall become effective on March 19, 2018, and shall run through December 
31, 2019.

3. ADDITIONAL WORK.
The Scope of Work in the original Contract is revised to include the following:

PROVIDE CONSTRUCTION ENGINEERING SUPPORT OF THE REMAINING 
CONSTRUCTION OF THE CSO 26 TANK (ADJACENT TO THE DOWNTOWN LIBRARY) AGAINST 
LATERAL FORCES – WHICH IS BEING DELIVERED UNDER THE GC/CM ALTERNATIVE PUBLIC 
WORKS PROCESS (RCW 39.10)

4. COMPENSATION.
The City shall pay an additional amount not to exceed EIGHTY-FIVE THOUSAND AND 00/100 
DOLLARS ($85,000.00) for everything furnished and done under this Contract Amendment.  This is the 
maximum amount to be paid under this Amendment, and shall not be exceeded without the prior written 
authorization of the City, memorialized with the same formality as the original Contract and this document.

1

City of Spokane

CONTRACT AMENDMENT 3

COS Basins 26 Control Facility



IN WITNESS WHEREOF, in consideration of the terms, conditions and covenants contained, or attached 
and incorporated and made a part, the parties have executed this Contract Amendment by having legally-
binding representatives affix their signatures below.

AECOM TECHNICAL SERVICES, INC. CITY OF SPOKANE

By By
Signature                  Date Signature                   Date

David A. Condon
Type or Print Name Type or Print Name

Mayor
Title Title

E-Mail Address Approved as to form:

601-706-718  /  T11055811BUS
UBI No. City Business License Assistant City Attorney

Attest:

City Clerk                                                     Date

Attachments that are part of this Agreement:

Amended Scope of Work document

18-fip

2



Briefing Paper 
Finance and Administration 

Division & Department: Engineering Services; Public Works 

Subject: Approve funding for CSO 26 Construction Management Support 

Date: 3/19/18 
Contact (email & phone): Kyle Twohig (ktwohig@spoknecity.org) 625-6152 

City Council Sponsor:  
Executive Sponsor: Scott Simmons 

Committee(s) Impacted: PIES 

Type of Agenda item:   ☒ Consent          ☐ Discussion        ☐ Strategic Initiative 
Alignment: (link agenda item 
to guiding document – i.e., 
Master Plan, Budget , Comp 
Plan, Policy, Charter, Strategic 
Plan) 

This project is in the 6 year street/utility plan and the CSO Reduction 
Program 

Strategic Initiative: Innovative Infrastructure 
Deadline:  
Outcome: (deliverables, 
delivery duties, milestones to 
meet) 

This budget will provide for consulting engineering services from the 
design company (AECOM) for construction support during project 
construction. 

Background/History: 
There were remaining funds available in the design contract to pay for design consultant construction 
engineering support through 2017. Additional funds are needed for continued construction activities 
through August 2019. 
 
 
 
 
 
Executive Summary: 
 

• The CSO 26 Control Facility project has been under construction since February 2017 and will 
be completed in August 2019. 

• Initial utility relocates are complete, most of the large pipe has been installed, shoring and 
excavation is complete and the tank foundation and floor is nearing completion. 

• This project is funded by a DOE loan and Green Bonds. 
• Estimated cost of these engineering services are $85,000; 0.3% of the $30M construction 

cost.  This is an estimate with payment made on a time and materials basis. 
• This is a request to amend the contract to add $85,000 and extend the contract through 

August 2019. 
 
 
 
 
 
 
Budget Impact: 
Approved in current year budget?  ☒Yes  ☐No ☐N/A 
Annual/Reoccurring expenditure? ☐Yes ☒No ☐N/A 
If new, specify funding source:  

mailto:ktwohig@spoknecity.org


Other budget impacts: (revenue generating, match requirements, etc.) 
Operations Impact: 
Consistent with current operations/policy?  ☒Yes ☐No ☐N/A 
Requires change in current operations/policy? ☐Yes ☒No ☐N/A 
Specify changes required:  
Known challenges/barriers:  

 



Date Rec’d 10/24/2016

Clerk’s File # OPR 2018-0156
Agenda Sheet for City Council Meeting of:
03/19/2018 

Renews #
Submitting Dept HOUSING & HUMAN SERVICES Cross Ref #
Contact Name/Phone M SHARTS X6840 Project #
Contact E-Mail MSHARTS@SPOKANECITY.ORG Bid #
Agenda Item Type Contract Item Requisition # CR 19123
Agenda Item Name 1680 BASALT ROCK, LLC - EAST 1ST AVE FOURPLEX
Agenda Wording

Loan Agreement & other documents with Basalt Rock, LLC for the construction of four 3-bedroom affordable 
housing units at 2418 E 1st Ave - $245,000 HOME funds (East Central neighborhood)

Summary (Background)

The City receives HOME grants from HUD for rental housing projects affordable to low-income households. 
The loan agreement requires that 2 3-bedroom units benefit households with incomes at or below 50% of 
area median income (AMI) and 2 3-bedroom units benefit households at or below 30% AMI for at least 20 
years. A $42.5k loan will be repaid and a $202.5k loan will be deferred 20 years and is potentially forgivable, if 
affordability extends another 10 years. The City is contributing the lot.

Fiscal Impact Grant related?
Public Works? NO

Budget Account

Expense $ 245,000 HOME # 1710 95846 51010 54201 99999                                                     
HOMESelect $ # 

Select $ # 
Select $ # 
Approvals Council Notifications
Dept Head KEENAN, KELLY Study Session UE 2/12/18
Division Director KINDER, DAWN Other CHHS Board 11/1/17
Finance HUGHES, MICHELLE Distribution List
Legal SZAMBELAN, TIM nbond, swilson, sstopher, sbrown, cbrown,
For the Mayor DUNIVANT, TIMOTHY mdoval, kkeenan, msharts
Additional Approvals 2306115@gmail.com
Purchasing



Continuation of Wording, Summary, Budget, and Distribution

Agenda Wording

Summary (Background)

unserviceable PPE and possible additional purchases in the event SFD requires a second recruit academy in the 
fall of 2018.

Fiscal Impact Budget Account
Select $ # 
Select $ # 
Distribution List



ATTACHMENT 1
PROPOSED BUDGET

BASALT ROCK, LLC
EAST FIRST AVENUE FOURPLEX

Title/recording 790 Sponsor 49,313
Construction 220,650
Contingency 26,673 City HOME deferred 202,500
Sales tax 14,000 City HOME amortizing 42,500
Infrastructure, offsites, 
       landscaping 17,200
Plans/specs 8,000
Permits 5,200
Builder’s risk insurance 1,800

TOTAL $294,313 TOTAL $294,313

The project includes four 3-bedroom units.  Units will have luxury vinyl tile (LVT) or carpeting on floors, 
granite counter tops, LED lighting, in-floor heat and a split system heater/air conditioner, asphalt shingles, 
concrete back porch, vinyl windows, energy-efficient water heater and appliances, and off-street parking.  

Budget does not include land, which is being donated by the City.  Its 2018 assessed value is $18,000.

HOME funds may be used for architectural and engineering and other professional series costs incurred 
within 24 months before commitment. 
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OPR #2018-_______         
 

CITY OF SPOKANE 
BASALT ROCK, LLC 

 
EAST 1ST AVENUE FOURPLEX 

 

HOME PROGRAM LOAN AGREEMENT 
 
 This HOME Program Loan Agreement (the “Loan Agreement”) is made effective 
this ___ day of      2018 (“Effective Date”), by and between the 
City of Spokane, Washington, a Washington  municipal corporation (the “City”), whose 
address is City of Spokane, c/o Community, Housing, and Human Services 
Department  (the “Department”), 808 W. Spokane Falls Blvd., Room 650, Spokane, WA 
99201, and Basalt Rock, LLC, a Washington limited liability company (the 
“Borrower”), whose address is 14 East Mission Avenue, #3, Spokane, WA 99202.  
Borrower and City are together referenced as the “Parties”.  This Loan Agreement is 
part of a transaction further reflected in two Promissory Notes (“Note 1” and “Note 2”, 
or, collectively, the “Notes”) and a HOME Program Loan Covenant Agreement 
(“Covenant Agreement”).  The City’s disbursements under the Loan Agreement are 
further secured by a Deed of Trust of even date herewith (“Deed of Trust”).  The terms 
of said documents are incorporated herein as if fully set forth herein, and together 
shall be referenced as the “Related Documents.”  The capitalized terms in said 
documents shall have the same meaning in this Loan Agreement unless the context 
clearly suggests otherwise.  In the event of conflict in the terms of any of these 
documents, the terms most favorable to the City shall apply. 
  
 WITNESSETH: The Parties hereby agree to diligently fulfill the following duties 
and to perform the following services in accordance with all of the conditions, terms, 
and requirements of this Loan Agreement. 
  
I.  PURPOSE 
 
A. The purpose of this Loan Agreement is to expand the supply of decent, safe, 

sanitary, and affordable housing for very low-income households  and extremely 
low-income households pursuant to the HOME Investment Partnerships 
Program (24 CFR part 92 et seq., CFDA #14.239) (“HOME”).   

  
B. To accomplish the purpose of this Loan Agreement, the City shall provide a 

portion of the financing for the Borrower’s East First Avenue Fourplex project, 
which includes the construction of 4 units at 2418 East First Avenue in 
Spokane, WA (the “Project”).  The legal description of the Project is: 

 
LOT 4 IN BLOCK 13 OF KAUFMAN’S ADDITION, SPOKANE FALLS, AS 
PER PLAT THEREOF RECORDED IN VOLUME “A” OF PLATS, PAGE 131; 
 
IN THE CITY OF SPOKANE, SPOKANE COUNTY, WASHINGTON.  
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Assessor's Parcel Number:  35211.1305 
Property Address:  2418 East 1st Avenue, Spokane, WA  99202  
 

The Project includes four (4) three-bedroom units; all four units will be HOME-
assisted.  Borrower shall provide the City with the address (e.g., street address 
and apartment number) of each HOME-assisted unit no later than the time of 
initial occupancy.     
 

C. The Project is expected to conform to the estimates noted in the Project Budget, 
attached hereto as “Attachment 1” and incorporated herein.  All additional costs 
over and above the sum noted as compensation for this Loan Agreement shall 
be borne by the Borrower. 

  
II.  DURATION OF THE LOAN AGREEMENT 
  
 This Loan Agreement shall commence and be effective on the Effective Date and 
shall terminate on the later of the end of the HOME Affordability Period or full 
repayment and/or forgiveness of sums due under the Notes.  The City and Borrower, 
upon mutual agreement, shall have the power to extend the term of this Loan 
Agreement.  Any extension shall not increase the overall dollar amount loaned by the 
City pursuant to this Loan Agreement. 
 
III.  AMOUNT OF LOAN 
  

The City shall loan the Borrower a sum not to exceed TWO HUNDRED FORTY-
FIVE THOUSAND AND NO/100 DOLLARS ($245,000.00) from HOME funds, to be 
disbursed as provided herein, subject to the terms and conditions of this Loan 
Agreement and Related Documents.   
  
IV.  PRICING 
  
 This loan is subject to interest on the outstanding principal balance loaned at 
the rate of three percent (3%) per annum, such interest commencing on the time of 
disbursement(s) and compounding monthly during the loan term.  Payments shall be 
made pursuant to the Notes and Section XV herein below.  If rents for any HOME-
assisted in the Project are increased above the level of the Affordability Requirements 
defined in this Loan Agreement or any other provisions, covenants, terms, conditions 
or restrictions of this Loan Agreement are not adhered to, then the rate on the 
outstanding balance shall be increased to the prevailing prime lending rate as 
published in The Wall Street Journal, plus three percent (3%) for the remaining term 

of the loan, compounded monthly, and may be subject to accelerated repayment 
pursuant to XV.B. herein below.  
  
V.  SECURITY/SUPPORT 
  
A. Borrower shall assure and maintain the City’s security position on the 

underlying real estate as evidenced by the Deed of Trust, which will be superior 
to other financial liens.  The sum of all loans against the Project, including the 
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City’s, cannot exceed ninety percent (90%) of the lesser of appraised value or 
estimated value upon completion, or cost.  

  
B. The Affordability Requirement outlined in this Loan Agreement shall be 

recorded as a covenant running with the Project, and shall apply without 
regard to the term of any loan or mortgage or transfer of ownership. 

   
C. Borrower shall keep in force, continuously, insurance covering the Project and 

property legally described above, listing the City of Spokane as policy 
beneficiary, pursuant to Section IX of this Loan Agreement. 

 
VI.  FUNDING DISBURSEMENTS 
  
A. The timing and disbursement of HOME funds shall be determined by the City in 

its sole discretion, consistent with the provisions of this Loan Agreement.  
Without limiting the forgoing, funding disbursements are subject to the 
following conditions: 
 

1. City HOME funds shall be disbursed only after completion of all 
requirements imposed by the United States Department of Housing and 
Urban Development (“HUD”), as determined by the City in its sole 
discretion, and upon completion of an environmental review by the City. 

 
2. All funds lent under this Agreement must be utilized by May 31, 2019. 

 
3. Borrower may not request disbursement of funds until needed for 

payment of eligible project costs, as defined by 24 CFR §92.206 and as 
further defined in the Program Description of the City’s Multifamily 
Housing Program, and the amount of each request must be limited to the 
amount needed.  Architectural, engineering, or related professional 
services required to prepare plans, drawings, specifications, or work 
write-ups may be reimbursed if they were incurred not more than 24 
months before the date of this Loan Agreement.  In case of a dispute 
between the Parties regarding when the funds shall be disbursed, the 
determination of the Director of the Department of Community, Housing, 
and Human Services of the City of Spokane (“Director”) shall govern. 

 
B. Notwithstanding any other provision of this Loan Agreement, except as 

approved by the City, prior to the drawdown or disbursement of any City HOME 
funds hereunder, the Borrower shall provide documentation, in a form 

reasonably acceptable to the City, that the following actions have been taken to 
the City’s satisfaction: 
 

1. Recording of the Covenant Agreement and Deed of Trust. 
2. The Borrower has in place all applicable construction, land use, 

environmental, zoning permits and/or other federal, state and local 
governmental approvals as necessary for undertaking the activity for which 
the specific draw request is to be used. 
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3. For projects including acquisition of land and/or buildings, an appropriate 
assessment of fair market value must be reviewed and approved by the 
City. 

4. Notwithstanding any provision in this Loan Agreement, the Borrower and 
the City hereto agree and acknowledge that Borrower shall not be entitled 
to any drawdown or disbursement of funds until satisfactory completion of 
environmental review and receipt by the City of a release of funds from the 
U.S. Department of Housing and Urban Development (“HUD”) under 24 
CFR Part 58.  The Borrower and the City further agree that the provision of 
any funds to the Project shall be conditioned upon the City’s determination 
to proceed with, modify, or cancel the project based on the results of a 
subsequent environmental review.  The Borrower shall not spend any 
funds on physical or choice-limiting actions, including property 
acquisitions, demolition, movement, rehabilitation, conversion, repair, or 
construction prior to the environmental clearance as described herein.  
Violation of this provision may result in the denial of any funds under this 
Loan Agreement.  The Borrower shall perform all the required mitigation 
measures referenced in the environmental review record completed by the 
City.  

5. As applicable, the Borrower shall demonstrate, to the City’s satisfaction, 
full compliance with the minimum wage requirements set forth in Section 
XVIII herein below. 
 

C. Notwithstanding the foregoing, a retainage of ten percent (10%) of the total 
amount allocated under this Loan Agreement shall be held by the City until all 
permits have been received, final inspections are complete, a final Certificate of 
Occupancy is issued, the Borrower accepts the work, federal requirements are 
fully satisfied, and all other obligations under this Loan Agreement or related 
agreements are carried out to the satisfaction of the Director.  

 
VII.  INCOME DETERMINATIONS 
  
A. For purposes of this Loan Agreement, tenant “annual income” is defined 

pursuant to 24 CFR §92.203, and includes income from all persons in the 
household, less income adjustments pursuant to 24 CFR §5.611. An individual 
does not qualify as a low-income family if the individual is a student who is not 
eligible to receive Section 8 assistance under 24 CFR §5.612. 

  
B. Initial tenant annual income determinations shall be made by the Borrower 

pursuant to 24 CFR §92.203.  Subsequent tenant income determinations shall 

be made by the Borrower pursuant to 24 CFR §92.203 and 24 CFR §92.252(h).  
  
C. Rent increases and annual income recertifications shall be governed by the 

terms outlined in the Affordability Requirements. 
  
VIII.  AFFORDABILITY REQUIREMENTS    
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A. HOME Affordability Period.  The HOME Affordability Period, established 
pursuant to 24 CFR §92.252, is twenty (20) years, beginning after Project 
Completion, as determined by the Director.  “Project Completion” means that all 
necessary title transfer requirements and construction work have been 
performed; the Project complies with the requirements of 24 CFR §92, including 
the property standards under 24 CFR §92.251; the final drawdown of HOME 
funds has been disbursed for the Project; and the project completion 
information has been entered in the disbursement and information system 
established by HUD, except that with respect to rental housing project 
completion, for the purposes of §92.502(d), project completion occurs upon 
completion of construction and before occupancy.  Repayment of the loan 
during the HOME Affordability Period will not extinguish the requirements of 
the Related Documents.  

 
B. City Affordability Period.  The City Affordability Period is thirty (30) years, 

beginning after Project Completion, as determined by the Director.  The HOME 
Affordability Period and City Affordability Period shall run concurrently.  
Collectively, the two periods are hereinafter referred to as the “Affordability 
Period.”  Upon expiration of the HOME Affordability Period, the City 
Affordability Period shall continue, but HUD will no longer monitor compliance 
with Affordability Requirements, unless the City Affordability Period is 
coterminous with the HOME Affordability Period.  The requirements of the 
Affordability Period and other conditions of the Related Documents shall apply, 
as long as there are funds owing under the Notes. 

 
C. Rent Limit.  During the Affordability Period, rents on two three-bedroom units 

shall not exceed thirty percent (30%) of the adjusted income of a family whose 
annual income equals fifty percent (50%) of Spokane area median income 
(“AMI”), as defined by HUD and adjusted for family size, unit size by number of 
bedrooms, tenant-paid utilities and tenant-supplied appliances.  In addition, 
rents on  two three-bedroom units  shall not exceed thirty percent (30%) of the 
adjusted income of a family whose annual income equals thirty percent (30%) of 
AMI, as defined by HUD and adjusted for family size, unit size by number of 
bedrooms, tenant-paid utilities and tenant-supplied appliances.   

 
 However, any HOME-assisted unit receiving federal or state project-based rental 

subsidy, where the tenant pays not more than thirty percent (30%) of the 
household’s adjusted income as a contribution toward rent, shall be limited to 
the maximum rent allowed under the federal or state project-based rental 
assistance program.   

 
 Should the HUD rents decline below the initial project rents, the Borrower’s 

rents do not need to be reduced below the initial rents.  A table of initial HOME 
rents for the Project is attached to this Loan Agreement as Attachment 2.   

 
 The adjustment for tenant-paid utilities and tenant-supplied appliances is 

subject to 24 CFR §92.252.  HUD requirements include that the adjustment for 
tenant-paid utilities and tenant-supplied appliances be based on the HUD 
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Utility Schedule Model, twelve (12) months of documented actual utility costs as 
acceptable to the City's Community, Housing & Human Services Department, 
or other methods as determined by HUD.  Currently, the HUD Utility Schedule 
Model can be found at:  http://huduser.org/portal/resources/utilmodel.html.   

 
 The City will provide Borrower with information on updated HOME rent limits 

so that rents may be adjusted (not to exceed the maximum HOME rent limits 
exclusive of rent paid through project-based subsidies) in accordance with this 
Loan Agreement and §92.252(f)(2).  The Borrower must annually provide the 
City with information on rents and occupancy of HOME-assisted units to 
demonstrate compliance with the Affordability Requirements of this Loan 
Agreement.  The City will review rents for compliance and approve or disapprove 
them every year.  

 
 The Borrower must provide tenants of HOME-assisted units written notification 

of rent increases no less than 30 days prior to the beginning of the month in 
which the increase is intended to be implemented, subject to the provisions of a 
tenant’s lease agreement, pursuant to §92.252(f)(3).  

 
D. LIHTC Rent Clause.  For tenants of low-income tax credit assisted units (if low-

income housing tax credits are awarded to the Project or portions of the 
Project), any increases in rent associated with tenant income shall be governed 
solely by section 42 of the Internal Revenue Code of 1986, as amended from 
time to time.    

 
E. Upon completion of the HOME Affordability Period, if the maximum rent and 

income limits are exceeded, the loan will be subject to repayment at the higher 
interest rate as provided for in Paragraph 2 of the Promissory Notes.   

 
F. Income Limit.  At initial occupancy, tenants of two three-bedroom units shall 

have incomes not greater than fifty percent (50%) of AMI.  In addition, tenants 
of two three-bedroom units shall have incomes not greater than thirty percent 
(30%) of AMI at initial occupancy.  If any of these tenants’ incomes increases to 
a level exceeding fifty percent (50%) of AMI, then the next available HOME-
assisted unit shall be made available to families at or below thirty percent (30%) 
of AMI.  If the income of a tenant of a HOME-assisted unit increases and 
exceeds eighty percent (80%) of AMI, then the tenant’s rent shall increase to the 
lesser of thirty percent (30%) of the tenant’s adjusted monthly income or Fair 
Market Rent, subject to paragraph VIII.D hereof.   

 

G. Income Certifications.  All tenants' incomes shall be recertified annually by the 
Borrower.  Any applicable rent increases will be effective upon the next lease 
renewal, and are subject to thirty (30) days' written notice. 

  
H. Additional Affordability Requirements.  The Project must comply with the 

affordable housing requirements of 24 CFR §92.252. 
 

http://huduser.org/portal/resources/utilmodel.html
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I. Relocation.  Tenants in occupancy prior to the Project are subject to the 
provisions of the Uniform Relocation Assistance and Real Property Acquisition 
Policies Act of 1970 as amended (“URA”), 42 USC 4601 et seq. and the 
regulations promulgated thereunder.  All relocation payments and expenses 
shall be borne by the Borrower. 

 
J. Protection of Affordability Requirements – City Purchase Option.  The 

Affordability Requirements may terminate upon foreclosure or transfer in lieu of 
foreclosure at the sole election of the Director.  In the event of a pending or 
threatened foreclosure, once applicable notice and cure periods have expired, 
the City is hereby granted an option and a right of first refusal to purchase the 
Project before foreclosure or deed in lieu of foreclosure to preserve affordability.  
The City may exercise its right to purchase the Project in any reasonable 
manner following the City’s receipt of written notice of pending or threatened 
foreclosure proceedings and/or a possible deed in lieu of foreclosure, which 
notice Borrower hereby agrees to provide to City.  The purchase price shall be 
the assessed value of the Project at the time of the City’s exercise of its 
purchase rights, less any financial obligations assumed by the City at the time 
of the City’s acquisition of the Project.  The City further reserves the right to 
revive any affordability restrictions according to the original terms of this Loan 
Agreement if, during the HOME Affordability Period (as defined herein), the 
owner of record before the foreclosure, or deed in lieu of foreclosure, or any 
entity that includes the former owner or those with whom the former owner has 
or had family or business ties, obtains an ownership interest in the Project or 
property.   

 
IX.  INSURANCE 
  

The Borrower shall keep the Project and all improvements now existing or 
hereafter erected thereon continuously insured as required in the Deed of Trust, the 
Notes and the Covenant Agreement and this Loan Agreement, naming the City as 
mortgagee and/or loss payee.  The insurance requirements apply during the 
Affordability Period or during any such time as there are outstanding sums due under 
the Notes, whichever is longer.   
  
X.  PROPERTY STANDARDS 
  
A. All HOME-assisted housing under this Loan Agreement shall meet the 

requirements of 24 CFR §92.251, which includes all applicable Federal, State 
and local code requirements and housing quality standards, rehabilitation 

standards, ordinances and zoning ordinances at the time of Project completion 
and for the duration of the Affordability Period.  Where relevant, the housing 
must be constructed to mitigate the impact of potential disasters (e.g., 
earthquakes, hurricanes, flooding, and wildfires), in accordance with applicable 
State and local codes, ordinances, or other State and local requirements, or 
such other requirements as HUD may establish.   
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B. Any accessible HOME-assisted housing units under this Loan Agreement shall, 
for the duration of the Affordability Period, meet the accessibility requirements 
of 24 CFR part 8, which implements Section 504 of the Rehabilitation Act of 
1973 (29 U.S.C. 794), and Titles II and III of the Americans with Disabilities Act 
(42 U.S.C. 12131-12189) implemented at 28 CFR parts 35 and 36, as 
applicable.  Covered multifamily dwellings, as defined at 24 CFR 100.201, must 
also meet the design and construction requirements at 24 CFR 100.205, which 
implements the Fair Housing Act (42 U.S.C. 3601-3619).  The foregoing shall 
not be interpreted as limiting Borrower’s obligation to comply with accessibility 
requirements applicable to the Project as whole. 

  
C. The Borrower shall comply with the provisions of 24 CFR §92.251. 
  
XI.   ADDITIONAL MISCELLANEOUS COVENANTS 
 
Borrower shall: 
  
A. Comply with the Affordability Requirements described in this Loan Agreement 

and Related Documents. 
 
B. Maintain all required insurance, including without limitation the insurance 

required by the Deed of Trust. 
 
C. Maintain Project financial reports, Project financial records, and provide all 

other information and documentation that the City may reasonably request. 
 
D. Make prompt payment of all taxes and financial liabilities. 
 
E. Not hypothecate or encumber Project assets in any way, except to the extent 

provided for under this Loan Agreement or as approved of by the Director in 
writing.  The Director may withhold such approval at his/her reasonable 
discretion. 

 
F. Promptly provide (i) rent and tenant income information at initial tenant 

occupancy and (ii) rent, occupancy, and tenant income information annually 
throughout the term of this Loan Agreement, in accordance with this Loan 
Agreement, or as otherwise requested by the City.  If the Project has floating 
HOME units, the Borrower must provide the City with information regarding 
the unit substitution and filling vacancies so that the Project remains in 
compliance with HOME rental occupancy requirements. 

 
G. Promptly provide, upon request by the City, such documentation as is 

necessary (including financial statements) to enable the City to determine the 
financial condition and continued financial viability of the Project. 

 
H. During the Affordability Period, prohibit occupancy of any HOME-assisted unit 

by Borrower (or officer, employee, agent, elected or appointed official, or 
consultant of the Borrower, or immediate family member or immediate family 
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member of an officer, employee, agent, elected or appointed official, or 
consultant of Borrower) whether private, for-profit or nonprofit, (including a 
community housing development organization (“CHDO”) when acting as an 
owner, developer or sponsor). 

 
I. Comply with all applicable federal, state, and local regulations and 

requirements, including, but not limited to Uniform Administrative 
Requirements, Federal Labor Standards, Davis-Bacon and Related Acts, 
Uniform Relocation Act requirements applicable as of the date of the execution 
of this Loan Agreement, and the provisions of the Lead-Based Paint Poisoning 
Prevention Act.  The City’s costs to administer Davis-Bacon Federal Labor 
Standards, and Related Acts shall be borne by the Borrower.  When Washington 
State prevailing wages apply, the Borrower shall comply with all State 
requirements under RCW 39.12 to the satisfaction of the State of Washington.  
When applicable, the higher of Washington State prevailing wages or Davis-
Bacon wages shall apply.   

 
J. Comply with all HOME program project requirements pursuant to 24 CFR part 

92 et seq. 
 
K. Maintain housing in compliance with the property standards of 24 CFR §92.251 

and local code requirements throughout the term of this Loan Agreement.   
 
L. Upon Project completion, the Project shall obtain a final Certificate of 

Occupancy for new units, meet all licensing requirements needed to operate the 
facility as proposed by Borrower in its various funding applications, and meet 
the property standards of 24 CFR §92.251, minimum rehabilitation standards, 
and all applicable federal, state and local codes and ordinances.  New 
construction projects must also meet HUD, state, and local requirements 
relating to accessibility and disaster mitigation.   

 
M. Cause each of the four (4) HOME–assisted units to be occupied by income-

eligible households within eighteen (18) months after the Project is completed.  
If any HOME–assisted units are not occupied by eligible tenants within 6 
months following the date of Project Completion, Borrower shall submit to the 
City current marketing information and, if the City requests it, an enhanced 
marketing plan for leasing the unoccupied units as quickly as possible, which 
information the City will provide to HUD as required by 24 CFR §92.252.  If any 
HOME-assisted unit has not been rented to eligible tenants within eighteen (18) 
months after the date of Project Completion, Borrower shall repay the City 

$61,250.00/unit   for each such unit within thirty (30) days of the City’s written 
request for repayment.  This reflects the proportionate per unit share of HOME 
funds, i.e., $245,000.00 HOME dollars/4 HOME units.   

 
The Borrower shall cause the Covenant Agreement (which shall contain the foregoing 
covenants) to be recorded as a covenant running with the land and the Project. 
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Borrower shall pay at loan closing all costs associated with the negotiation, 
documentation and closing of the loan, including without limitation title premiums 
escrow fees, recording fees, appraisal fees and City’s attorneys’ fees. 
 
XII. PROJECT TIMETABLE 

 
A. The Borrower agrees to complete work required in accordance with the 

timetable set forth in Attachment 3.  Timely completion of the work is an 
integral and essential part of performance.  The expenditure of HOME funds is 
subject to Federal deadlines and failure to meet deadlines could result in the 
loss of the Federal funds.  By the acceptance and execution of this Loan 
Agreement, the Borrower agrees that the Project will be completed as 
expeditiously as possible and make every effort to ensure the project will 
proceed and will not be delayed.  Failure to meet these deadlines can result in 
cancellation of this contract and revocation of HOME funds.  Since it is 
mutually agreed that time is of the essence, the Borrower shall cause 
appropriate provisions to be included in all contracts or subcontracts relative to 
the work tasks in Attachment 3.  It is intended that such provisions included in 
any subcontracts be, to the fullest extent permitted by law and equity, binding 
for the benefit of the City and enforceable by the City against the Borrower and 
its successors and assigns to the project or any part thereof or any interest 
therein.   
 

B. In the event the Borrower is unable to meet the above schedule or complete the 
above services due to delays resulting from Acts of God, untimely review and 
approval by the City and other governmental authorities having jurisdiction 
over the Project, or other delays that are not caused by the Borrower, the City 
shall grant a reasonable extension of time for completion of the work.  It shall 
be the responsibility of the Borrower to notify the City promptly in writing 
whenever a delay is anticipated or experienced, and to inform the City of all 
facts and delays related to the delay.   

 
XIII.  DEFAULT 
  
A. The following shall be considered “Events of Default” for purposes of this Loan 
Agreement: 
  

1. Failure of Borrower to make any principal and interest payment within 
fifteen (15) days after such payment is due. 

 

2. Failure to perform, observe or comply with the Affordability 
Requirements, Income Determinations, or any other provisions, related 
covenants, terms, conditions or restrictions of this Loan Agreement or 
any agreement relating to the Project (i.e., the occurrence of an event of 
default under other indebtedness secured by the Project property) or any 
part thereof, and failure to fully cure the same within the period of time, 
if any, permitted for cure and, if no period for cure is otherwise provided 
for, within sixty (60) days of written notice from the City of such failure, 
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requesting the same to be remedied; provided, after a second non-
compliance of any provision in a five- (5-) year period, only fourteen (14) 
days written notice is needed.  

  
3. Failure to perform required maintenance or performance of any act by 

Borrower which would, in the City's reasonable opinion, adversely affect 
the value of the Project.   

  
4. Sale, transfer, lease, or other conveyance of the Project or any portion 

thereof, including assumptions and subordinations, without obtaining 
the prior written consent of the Director.  Except as otherwise permitted 
under this Loan Agreement, the sale, transfer, lease, or other conveyance 
of the Project or any portion thereof, including assumptions and 
subordinations, without obtaining the prior written consent of the 
Director. 

  
5. Filing a voluntary or involuntary petition not dismissed within ninety (90) 

days after filing under the United States Bankruptcy Code by or against 
the Borrower. 

  
6. Any representation, warranty, or disclosure made to the City or any other 

Project lender which proves to be materially false or misleading as of the 
date made, whether or not such representation, warranty, or disclosure 
appears in this Loan Agreement. 

 
7. Failure to maintain and keep in force adequate amounts of insurance as 

is usual in the business carried on by the Borrower, or as required 
herein. 

 
8. Without limiting any of the foregoing, Borrower’s failure to comply with 

the minimum wage requirements set forth in Section XVIII of this Loan 
Agreement.  

  
XIV.  REMEDIES 
  
A. Upon the occurrence of an event of default not timely cured after notice, the 

City may, in addition to any other remedies which the City may have hereunder 
or under this Loan Agreement or by law or equity, at its option and upon 
written notice to the Borrower, take any or all of the following actions: 
  

 1. Immediately terminate any further advance of loan funds. 
  

2. Declare the debt incurred hereunder and under the Related Documents  
immediately due and payable and commence collection proceedings 
against the Borrower. 

  
 3. Seek judicial appointment of a receiver. 
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4. Foreclose under the security documents or instruments, judicially or 
non-judicially. 

  
 5. File suit against the Borrower. 
  

6. Seek specific performance or injunctive relief to enforce performance of 
the undertakings, duties, and agreements provided in this Loan 
Agreement or any related security document or instrument, whether or 
not a remedy at law exists or is adequate. 

  
B. All remedies of the City provided for herein are cumulative and shall be in 

addition to all other rights and remedies provided by law or in equity or by this 
Loan Agreement.  The exercise of any right or remedy by the City shall not in 
any way constitute a cure or waiver of default under this Loan Agreement or 
any other related Project agreement, or invalidate any act done pursuant to any 
notice of default, or prejudice the City in the exercise of any of its rights unless, 
in the exercise of such rights, the City realizes all amounts owed to it by the 
Borrower. 

  
C. A failure to declare or a delay in declaring a default shall not constitute a waiver 

of any rights or remedies or excuse any failure by the Borrower to strictly 
comply with its obligations under this Loan Agreement or any other related 
Project agreement or document. 

 
XV.  REPAYMENT 
  
A. Payments of principal and interest for Note 1 shall be deferred for 12 months 

and payment of principal and interest for Note 2 shall be deferred during the 
HOME Affordability Period, so long as Borrower and the Project are in 
compliance with the Affordability Requirements per the terms of the Loan 
Agreement and Covenant Agreement together with all other provisions of the 
Notes and Related Documents.   
  

B. Following the HOME Affordability Period, and during the remaining City 
Affordability Period, the amounts due under Note 2 may be eligible for debt 
forgiveness.  In exchange for complying with the Affordability Requirements 
during that period of the City Affordability that extends beyond the HOME 
Affordability Period (the “Forgiveness Period”), the principal and interest of Note 
2 may be forgiven for each year of the Forgiveness Period, until it is fully 
forgiven or paid at the end of the Affordability Period.  If, at the end of each year 

during Forgiveness Period, the Borrower has complied, for that year, with the 
Affordability Requirements of this Loan Agreement and the Covenant Agreement 
and is in compliance with all other provisions of this Loan Agreement and 
Related Documents, then the loan payments for Note 2 shall be forgiven for that 
year; provided, no payments shall be forgiven for affordability periods of less 
than one (1) year.  The amount of the annual loan forgiveness shall be the sum 
of twelve monthly payments; the monthly payments will be in an amount 
sufficient to amortize the principal and interest over the remaining term of the 
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Affordability Period.  During the Affordability Period, Borrower shall notify the 
City in writing if, for any reason, the Project will not comply with the 
Affordability Requirements, at which time any and all outstanding balance 
would become immediately due and payable in full. 

 
C. If Borrower elects not to comply with the Affordability Requirements beyond the 

end of the HOME Affordability Period, repayment of principal and interest under 
Note 2 shall be made monthly in an amount sufficient to amortize the loan over 
the remaining term of the Affordability Period.  

 
D. Repayment of Note 1 or Note 2 during the HOME Affordability Period described 

in Paragraph VIII.A of this Loan Agreement shall not extinguish the Affordability 
Requirements. 

 
E. Payment of principal, interest, and fees relating to the Notes shall be made in 

lawful money of the United States of America in immediately available funds to 
the City of Spokane, at the Community, Housing and Human Services 
Department, 808 W. Spokane Falls Blvd., Room 650, Spokane, WA 99201, or at 
such other place as the City may designate to Borrower in writing. 

 
XVI.  NONDISCRIMINATION/RENT SUBSIDY 
  
 Neither the Borrower nor any of its agents shall refuse to lease HOME-assisted 
units to a certificate or voucher holder under 24 CFR part 982 – Section 8 Tenant-
Based Assistance: Unified Rule for Tenant-Based Assistance under the Section 8 
Rental Certificate Program and the Section 8 Rental Voucher Program or to the holder 
of a comparable document evidencing participation in a HOME tenant-based rental 
assistance program because of the status of the prospective tenant as a holder of such 
certificate, voucher, or comparable HOME tenant-based assistance document.  
  
XVII.  FAITH-BASED ACTIVITIES AND ORGANIZATIONS 
  
A. Borrower, in providing services supported in whole or in part with HOME 

program funds, shall not discriminate against current or prospective program 
beneficiaries (i.e., tenants) on the basis of religion, a religious belief, or a refusal 
to attend or participate in a religious practice. 
 

B. If Borrower engages in explicitly religious activities, including activities that 
involve overt religious content such as worship, religious instruction, or 
proselytization, Borrower must perform such activities and offer such services 

outside of and separately in time or location, from the activities or programs 
financed under this Loan Agreement, and participation in any such explicitly 
religious activities must be voluntary for the program beneficiaries of the HUD-
funded programs or services (i.e., tenants). 

 
C. Whether or not Borrower is a faith-based organization, it may use the loan 

proceeds provided under this Loan Agreement as provided under relevant 
regulations and this Loan Agreement without impairing its independence, 
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autonomy, expression of religious beliefs, or religious character.  Borrower will 
retain its independence from Federal, State, and local government, and may 
continue to carry out its mission, including the definition, development, 
practice, and expression of its religious beliefs, provided that it does not use 
direct HOME funds to support or engage in any explicitly religious activities, 
including activities that involve overt religious content, such as worship, 
religious instruction, or proselytization, or any manner prohibited by law.  
Borrower may use space in their facilities to provide program-funded services, 
without removing or altering religious art, icons, scriptures, or other religious 
symbols.  In addition, Borrower retains its authority over its internal 
governance, and it may retain religious terms in its organization's name, select 
its board members on a religious basis, and include religious references in its 
organization's mission statements and other governing documents. 

 
D. The loan proceeds provided to Borrower pursuant to this Loan Agreement may 

not be used for the acquisition, construction, or rehabilitation of structures to 
the extent that those structures are or will be used for explicitly religious 
activities.  Subject to other limitations in this Loan Agreement, loan proceeds 
may be used for the acquisition, construction, or rehabilitation of structures 
only to the extent that those structures are used for conducting eligible 
activities under HOME regulations.  When a structure is or will be used for both 
eligible and explicitly religious activities, HOME funds may not exceed the cost 
of those portions of the acquisition, construction, or rehabilitation that are 
attributable to eligible activities in accordance with the cost accounting 
requirements applicable to the HOME program.  Sanctuaries, chapels, or other 
rooms that Borrower uses as its principal place of worship, however, are 
ineligible for HOME-funded improvements.  Disposition of real property after 
the term of the loan or grant, or any change in use of the property during the 
term of the loan or grant, is subject to government-wide regulations governing 
real property disposition (see 24 CFR parts 84 and 85). 

 
E. This limitations in this Section XVII shall apply regardless whether the loan 

proceeds under this Loan Agreement includes local funds that the City has 
voluntarily contributed to supplement federally funded activities. 

  
XVIII. COMPLIANCE WITH LAWS 
 
A. The Borrower shall comply with all HOME Program requirements as outlined in 

24 CFR part 92 et seq., as may be amended from time to time. 
  

B. The Borrower shall comply with Title VI of the Civil Rights Act of 1964 (42 
U.S.C. 2000d-2000d-4), the Fair Housing Act (42 U.S.C. 3601 et seq.), E.O. 
11063 (3 CFR, 1959-1963 Comp., p. 652), Section 504 of the Rehabilitation Act 
of 1973 (29 U.S.C. 794) and HUD regulations issued pursuant thereto. 

  
C. The Borrower shall comply with the nondiscrimination and equal opportunity, 

disclosure requirements, debarred, suspended or ineligible contractors, and 
drug-free workplace, per 24 CFR §92.350. 
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D. The Borrower shall comply with the affirmative marketing and minority 

outreach program of 24 CFR §92.351, and shall further comply with the tenant 
selection requirements set forth in 24 CFR 92.253(d). 

 
E. The Borrower shall comply with the National Environmental Policy Act of 1969, 

as outlined in 24 CFR 92.352 and Borrower agrees to implement City-identified 
conditions on safeguards to protect and enhance environmental quality or 
minimize adverse environmental impacts.  

  
F. Minimum Wages.  
 

1. Federal Labor Standards/Davis-Bacon Act [___] Applicable [XX] Not 
Applicable. If the “Applicable” box is checked, the following provisions apply: 
 

a. The Borrower shall pay prevailing wages, as predetermined by the 
Secretary of Labor pursuant to the Davis-Bacon Act (40 U.S.C. 276a-
276a-5), to all laborers and mechanics employed in the development 
of the Project; provided, in the event the Project is subject to state 
minimum wage requirements, and if the state minimum wage rate 
exceeds the Department of Labor rate, the conflict will be resolved by 
applying the higher rate 

b. All contracts relating to the Project shall contain a provision requiring 
the payment of such wages, as predetermined by the Secretary of 
Labor under the Davis-Bacon Act, 40 USC 276(a) under wage decision 
[DECISION #], modification [MODIFICATION #], dated 
_________________________. 

c. The Borrower shall pay overtime, as applicable, pursuant to the 
Contract Work Hours and Safety Standards Act (40 U.S.C. 327-332). 

d. The Borrower shall comply with all regulations issued under the 
Davis-Bacon Act and the Contract Work Hours and Safety Standards 
Act, all Federal laws and regulations pertaining to labor standards, 
Federal Labor Standards, HUD Handbook 1344.1 (Federal Labor 
Standards Compliance in Housing and Community Development 
Programs), and 24 CFR §92.354, as applicable. 

e. The Borrower shall provide contracts with the prime contractor and 
major subcontractors as soon as these contracts are available and the 
contracts shall evidence compliance with Federal Labor Standards. 

f. These prevailing wage requirements do not apply to volunteers or 
sweat equity pursuant to 24 CFR §92.354(a) and (b). 

g. Borrower shall reimburse the City for all costs incurred by the City in 
administering Borrower’s compliance with applicable Davis-Bacon, 
Federal Labor Standards, and Related Acts. 
 

2. Labor Standards.  If applicable, the Federal Labor Standards Provisions 
(HUD 4010) are attached as Attachment n.a. 
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3. State Minimum Wage.  When Washington State prevailing wages apply, the 
Borrower shall comply with all State requirements under RCW 39.12 to the 
satisfaction of the State of Washington.  When applicable, the higher of 
Washington State prevailing wages or Davis-Bacon wages shall apply.  When 
Washington State prevailing wages apply, the contractor and all 
subcontractors will submit a "Statement of Intent to Pay Prevailing Wages" 
certified by the industrial statistician of the State Department of Labor and 
Industries, prior to any payments.  The "Statement of Intent to Pay 
Prevailing Wages" shall include:  (1) the contractor's registration number; 
and (2) the prevailing rate of wage for each classification of workers entitled 
to prevailing wages under RCW 39.12.020 and the number of workers in 
each classification.  Each voucher claim submitted by the contractor for 
payment on a project estimate shall state that the prevailing wages have 
been paid in accordance with the “Statement(s) of Intent to Pay Prevailing 
Wages” on file with the City.  Prior to the payment of funds held under 
chapter 60.28 RCW, the contractor and subcontractors must submit an 
"Affidavit of Wages Paid" certified by the industrial statistician. 

 
G. Conflict of Interest.  The Borrower shall comply with the conflict of interest 

provisions prescribed in 24 CFR §92.356(f).  During the Affordability Period, 
Borrower shall prohibit occupancy of any HOME-assisted unit by Borrower (or 
officer, employee, agent, elected or appointed official, or consultant of the 
Borrower, or immediate family member or immediate family member of an 
officer, employee, agent, elected or appointed official, or consultant of the 
Borrower), whether private, for-profit or nonprofit (including a community 
housing development organization (CHDO) when acting as an owner, developer, 
or sponsor). 

 
H. The Borrower shall comply with the equal employment opportunities for low- 

and very low-income persons pursuant to 24 CFR part 135. 
  
I. The Borrower shall comply with the Fair Housing Act as implemented by 24 

CFR parts 100-115, as applicable.  
 
XIX.  TENANT AND PARTICIPANT PROTECTIONS 
  
A. There must be a written lease between the tenant and the Borrower that 

complies with 24 CFR 92.253 (Tenant Protections and Selection) and that is for 
a period of not less than one year, unless by mutual agreement between the 
tenant and the owner a shorter period is specified.   

  
B. Leases between the Borrower and a tenant shall not contain any of the following 

provisions: 
  

1. Agreement by the tenant to be sued, to admit guilt, or to a judgment in 
favor of the Borrower in a lawsuit brought in connection with the lease. 
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2. Agreement by the tenant that Borrower may take, hold, or sell personal 
property of household members without notice to the tenant and a court 
decision on the rights of the Borrower and tenant.  This prohibition does 
not apply to an agreement by the tenant concerning disposition of 
personal property remaining in the housing unit after the tenant has 
moved out of the unit.  Borrower may dispose of this personal property in 
accordance with Washington state law. 

  
3. Agreement by the tenant not to hold the Borrower or the Borrower’s 

agents legally responsible for any action or failure to act, whether 
intentional or negligent. 

  
4. Agreement by the tenant that the Borrower may institute a lawsuit 

against a tenant or affecting a tenant’s interests without notice to tenant. 
  

5. Agreement by the tenant that the Borrower may evict the tenant or 
household members without instituting a civil court proceeding in which 
the tenant has the opportunity to present a defense, or before a court 
decision on the rights of the Borrower and tenant. 

  
6. Agreement by the tenant to waive any right to a trial by jury. 

  
7. Agreement by the tenant to waive the tenant’s right to appeal, or 

otherwise challenge in court, a court decision in connection with the 
lease; and, 

  
8. Agreement by the tenant to pay attorney’s fees or other legal costs even if 

the tenant wins in a court proceeding by the Borrower against the 
tenant.  The tenant, however, may be obligated to pay costs if the tenant 
loses. 

 
9. Agreement by the tenant (other than a tenant in transitional housing) to 

accept supportive services that are offered. 
  
C. Borrower may not terminate the tenancy or refuse to renew the lease of a tenant 

occupying a HOME-assisted unit except for serious or repeated violation of the 
terms and conditions of the lease; for violation of applicable Federal, State, or 
local law; for completion of the tenancy period for transitional housing or failure 
to follow any required transitional housing supportive services plan; or for other 
good cause.  Good cause does not include an increase in the tenant’s income or 

refusal of the tenant to purchase the housing. To terminate or refuse to renew 
tenancy, Borrower must serve written notice upon the tenant specifying the 
grounds for the action at least thirty (30) days before the termination of 
tenancy. 

 
D. Borrower shall adopt and follow written tenant selection policies and criteria 

that: 
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1. Limit the HOME-assisted units to very low-income and low-income 
families; 

2. Are reasonably related to the applicants’ ability to perform the obligations 
of the lease (i.e., to pay the rent, not to damage the housing, not to 
interfere with the rights and quiet enjoyment of other tenants); 

3. Limit eligibility or give a preference to a particular segment of the 
population if otherwise permitted in this Loan Agreement (and only if the 
limitation or preference is described in the City’s consolidated plan). 

  
E. Borrower shall select tenants from a written waiting list in the chronological 

order of their application, insofar as is practicable, and give prompt written 
notification to any rejected applicant of the grounds for any rejection. 

 
F. Borrower shall not charge fees that are not customarily charged in rental 

housing (e.g., laundry room access fees), except that Borrower may charge: (i) 
reasonable application fees to prospective tenants; (ii) parking fees to tenants 
only if such fees are customary for rental projects in the neighborhood; and (iii) 
fees for services such as bus transportation or meals, as long as such services 
are voluntary and fees are charged for services provided.    

 
XX.  TENANT PARTICIPATION PLAN 
  
 If the Borrower is a Community Housing Development Organization (“CHDO”) 
as defined by 24 CFR 92.2, the Borrower shall adhere to a fair lease and grievance 
procedure approved by the City and shall provide a plan for and follow a program of 
tenant participation in management decisions pursuant to 24 CFR §92.303. 
 
XXI. UNIFORM ADMINISTRATIVE REQUIREMENTS/PROJECT REQUIREMENTS 
  
A. The Borrower shall comply with the applicable uniform administrative 

requirements of 24 CFR §92.505 if the Borrower is organized as a non-profit 
organization.  

  
B. The Borrower shall comply with all applicable Project requirements of Subpart F 

of 24 CFR part 92 et seq. 
 
C. The Borrower shall maintain all tenant and Project records for the most recent 

five- (5-) year period until five (5) years after the Affordability Period, terminates.  
The Borrower shall permit the Department, the HUD, and the Comptroller 
General of the United States, or their authorized representatives, access to all 

books, records, and papers of the Borrower pertinent to the Project.  The 
Borrower shall keep and retain records sufficient to document invoices of all 
expenditures, project beneficiary data, and all other records required to be kept 
pursuant to 24 CFR §92.508.   

  
D. The Borrower shall permit the Department, HUD, the Comptroller General of 

the United States, or their authorized representatives, site visits at all times 
upon reasonable notice throughout the Affordability Period. 
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XXII.  TRANSFER/ASSIGNMENT 

  
The Borrower shall not assign, transfer, subordinate or sublet any obligation of 

this Loan Agreement nor shall it sell or otherwise transfer any property subject to this 
Loan Agreement without prior written consent of the Director, who may withhold 
consent at his/her discretion. The provisions of this Loan Agreement shall apply to all 
persons or entities performing obligations set forth by this Loan Agreement, including 
approved persons or entities to whom or to which the Borrower assigns, transfers, or 
sublets services as above.  Such approved persons or entities shall be subject to the 
provisions for faith-based activities and organizations as outlined in this Loan 
Agreement, as applicable.  

 
XXIII.  HAZARDOUS SUBSTANCES/REPRESENTATIONS AND WARRANTIES 
 
A. The Borrower shall not cause or permit the presence, use, disposal, storage, or 

release of any "Hazardous Substances" (as defined below) on or in the Property. 
The Borrower shall not perform any act, nor allow, cause or permit the 
performance of any act, affecting the Property when such act constitutes a 
violation of any federal, state or local Environmental Law, ordinance or rule.  As 
used in this provision, "Environmental Law" means federal laws, state laws and 
local codes, laws, and/or ordinances of the jurisdiction where the Property is 
located that relate to health, safety, or environmental protection. 

 
B.   The Borrower shall promptly give the City written notice of any investigation, 

claim, demand, lawsuit, or other action by any governmental or regulatory 
agency or private party involving the Property, and any hazardous substance or 
Environmental Law of which the Borrower has actual knowledge.  If the 
Borrower learns, or is notified by any governmental or regulatory authority, that 
any removal or other remediation of any hazardous substance affecting the 
Property is necessary, the Borrower shall promptly take all necessary remedial 
actions in accordance with Environmental Law and shall bear all costs and 
expenses thereof. 

  
C.   The Borrower hereby represents and warrants that, to the best of the 

Borrower’s knowledge and belief, and after reasonable investigation and 
inquiry, the Project has never been and is not being used to make, store, 
handle, treat, dispose of, generate, or transport Hazardous Substances in 
violation of any applicable law, which Hazardous Substances have not been or 
will not be abated according to all applicable law and regulations related thereto 

prior to tenant occupancy of the rehabilitated project.  To the best of Borrower’s 
knowledge and belief, and after reasonable investigation and inquiry, there has 
not been a release of Hazardous Substances on, from, or near the Project, 
which release has not been or will not be abated to levels acceptable under all 
applicable law and regulations related thereto prior to tenant occupancy of the 
rehabilitated project.  The Borrower has never received any notification, 
citation, complaint, violation, or notice of any kind from any person relating or 
pertaining to the making, storing, handling, treating, disposing, generating, 
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transporting, or release of Hazardous Substances, for which there has not been 
or will not be abatement to levels acceptable under all applicable law and 
regulations related thereto prior to tenant occupancy.  Borrower represents and 
warrants that any asbestos and lead-based paint found within the Project will 
be abated to levels acceptable under applicable law prior to tenant occupancy of 
the rehabilitated project.  “Hazardous Substances” means (i) any “hazardous 
waste” as defined by the Resource Conservation and Recovery Act of 1976 (42 
U.S.C. § 6901, et seq.), as amended from time to time, and regulations 
promulgated thereunder; (ii) any “hazardous substance” as defined by the 
Comprehensive Environmental Response, Compensation and Liability Act of 
1980 (42 U.S.C. § 9601, et seq.), as amended from time to time, and regulations 
promulgated thereunder; (iii) “oil, petroleum products and their by-products” as 
defined under Washington law as amended from time to time, and regulations 
promulgated thereunder; (iv) any “hazardous substance” as defined under 
Washington law, as amended from time to time, and regulations promulgated 
thereunder; (v) any “asbestos material” as defined under Washington law, as 
amended from time to time, and regulations promulgated thereunder and/or as 
defined by 40 C.F.R. Section 61.141, as amended from time to time; (vi) any 
“radon gas” in excess of levels recommended in U. S. Environmental Protection 
Agency Guidance Documents, as modified from time to time, or lower levels as 
provided by any applicable law or regulation now or hereafter in effect; (vii) any 
“infectious waste” as defined under Washington law, as amended from time to 
time, and regulations promulgated thereunder; (viii) any substance the 
presence of which on any property attributable to the operations of the 
Borrower is prohibited, restricted or regulated by any law or regulation similar 
to those laws, regulations and/or documents set forth above, including without 
limitation, polychlorinated biphenyls (“PCBs”) and lead-based paints; and (ix) 
any other substance which by law or regulation requires special handling in its 
collection, generation, storage, transportation, treatment or disposal.  

 
XXIV. DEBARMENT AND SUSPENSION 
 
 The Borrower shall comply with the provisions of 24 CFR Part 24 that neither it 
nor its principals are presently debarred, suspended, proposed for debarment, 
declared ineligible, or voluntarily excluded from participation in this contract by any 
federal department or agency.  Additionally, the Borrower shall not use, directly or 
indirectly, any of the funds provided by this contract to employ, award contracts to, or 
otherwise engage the services of, or fund any contractor/subcontractor during any 
period that the contractor/subcontractor is debarred, suspended or ineligible under 
the provisions of 24 CFR Part 24.  Using the System for Award Management 

(https://www.sam.gov), the City has determined, as of the date of this contract that 
the Borrower is not excluded from federal procurement and non-procurement 
programs.  The Borrower has provided in Attachment 4 its certification that it is in 
compliance with and shall not contract with individuals or organizations which are 
debarred, suspended, or otherwise excluded from or ineligible from participation in 
Federal Assistance Programs under Executive Order 12549 and “Debarment and 
Suspension”, codified at 29 CFR part 98. 
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XXV. ANTI-LOBBYING 
 
Borrower certifies that, to the best of Borrower’s knowledge and belief: 
 

A. No Federal appropriated funds have been paid or will be paid, by or on behalf of 
the Borrower, to any person for influencing or attempting to influence an officer 
or employee of any agency, a Member of Congress, an officer or employee of 
Congress, or an employee of a Member of Congress in connection with the 
awarding of this loan; 

B. That if any funds other than Federal appropriated funds have been paid or will 
be paid to any person for influencing or attempting to influence an officer or 
employee of any agency, a Member of Congress, an officer or employees of 
Congress, or an employee of a Member of Congress in connection with this loan, 
Borrower shall complete and submit Standard Form-LLL “Disclosure Form to 
Report Lobbying” in accordance with its instruction; and 

C. Borrower shall require that the language of paragraphs A and B of this anti-
lobbying certification be included in the award documents for all subawards at 
all tiers (including subcontracts, subgrants, and contracts under grants, loans, 
and cooperative agreements) and that all such subrecipients shall certify and 
disclose accordingly.  

 
 
 
XXVI.  SEVERABILITY 
  
 The invalidity of any clause, part or provision of this Loan Agreement shall not 
affect the validity of the remaining portions thereof. 
  
XXVII.  NOTICES 
  
 All notices given pursuant to this Loan Agreement shall be in writing and shall 
be deemed given when mailed by certified or registered mail, return receipt requested, 
to the Parties hereto at the addresses set forth below, or to such other place as a Party 
may from time to time designate in writing: 
 
City of Spokane        
Community, Housing, and Human Services Department      
808 W. Spokane Falls Blvd.        
Spokane, WA 99201-3339    
 

Basalt Rock, LLC 
c/o Konstantin & Tatyana Vasilenko 
14 East Mission Avenue, #3 
Spokane, WA  99202 
 
XXVIII.  INDEMNIFICATION 
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 The Borrower shall protect, defend, indemnify, and hold harmless the City, its 
officers, employees and agents from any and all costs, claims, judgments, and/or 
awards of damages, arising out of, or in any way resulting from, the negligent acts or 
omissions of the Borrower, its officers, employees or agents, in its performance and/or 
non-performance of its obligations under this Loan Agreement.  The Borrower agrees 
that its obligations under this indemnification shall extend to any claim, demand, 
and/or cause of action brought by, or on behalf of, any of its employees or agents.  
This agreement to indemnify is a separate agreement, shall survive any 
foreclosure action, attempted transfer or the like, is a legal obligation of the 

Borrower and action may be brought thereon independently of any other 

remedy at law or provided for herein. 
  
XXIX.  TERMINATION 
  

In accordance with 24 CFR §85.43, this Loan Agreement may be suspended or 
terminated if the Borrower materially fails to comply with any term of this Loan 
Agreement.  This Loan Agreement may be terminated for convenience in accordance 
with 24 CFR §85.44. 

  
XXX. EXECUTION IN COUNTERPARTS 
 
 This Loan Agreement may be executed in any number of counterparts and by 
different parties hereto in separate counterparts, each of which when so executed 
shall be deemed to be an original and all of which taken together shall constitute one 
and the same agreement. 
 

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, TO 
EXTEND CREDIT, TO MODIFY OR AMEND ANY AGREEMENT TERMS, TO RELEASE 
ANY GUARANTOR, TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT OR 
FORBEAR FROM EXERCISING ANY REMEDIES, OR TO MAKE ANY OTHER 
FINANCIAL ACCOMMODATION RELATED TO THIS LOAN AGREEMENT ARE NOT 
ENFORCEABLE UNDER WASHINGTON LAW. 

  
IN WITNESS WHEREOF, the Parties have executed this Loan Agreement as of 

the Effective Date. 
 
 
  
BASALT ROCK, LLC 
 

By:         Date:       
 Konstantin Y. Vasilenko, Member 
 
 
By:         Date:       
 Tatyana A. Vasilenko, Member 
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STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 On this _____ day of    , 2018, personally appeared before me 
Konstantin Y. Vasilenko, to me known to be a Member of Basalt Rock, LLC, a 
Washington limited liability company, that executed the within and foregoing 
instrument, and acknowledged the said instrument to be the free and voluntary act 
and deed of said person and the Grantor, for the uses and purposes therein 
mentioned, and on oath stated that he was authorized to execute the said instrument.  
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       
NOTARY PUBLIC, in and for the State of  
Washington, residing at    
My Commission expires    
 
 
 
  
STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 
 On this _____ day of    , 2018, personally appeared before me 
Tatyana A. Vasilenko, to me known to be a Member of Basalt Rock, LLC, a 
Washington limited liability company, that executed the within and foregoing 
instrument, and acknowledged the said instrument to be the free and voluntary act 
and deed of said person and the Grantor, for the uses and purposes therein 
mentioned, and on oath stated that she was authorized to execute the said 
instrument.  
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  

 
       
NOTARY PUBLIC, in and for the State of  
Washington, residing at    
My Commission expires    
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CITY OF SPOKANE 
  
  
By:         

David A. Condon, Mayor 
 

Date:       
 
 
 

 
 ATTEST:     APPROVED AS TO FORM: 
  
  
By:        By:        
 Terri L. Pfister, City Clerk   Assistant City Attorney   
 
Date:       
 
STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 On this _____ day of    , 2018, personally appeared before me 
David A. Condon and Terri L. Pfister, to me known to be the Mayor and City Clerk, 
respectively, of and for the City of Spokane, Washington, the municipal corporation 
that executed the within and foregoing instrument, and acknowledged the said 
instrument to be the free and voluntary act and deed of said municipal corporation, 
for the uses and purposes therein mentioned, and on oath stated that they were 
authorized to execute the said instrument. 
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
        
NOTARY PUBLIC, in and for the State of  
Washington, residing at     

My Commission expires     
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ATTACHMENT 1 
PROPOSED BUDGET 

 
BASALT ROCK, LLC 

EAST FIRST AVENUE FOURPLEX 
 
 

 Title/recording 790 Sponsor 49,313 
 Construction 220,650  
 Contingency 26,673 City HOME deferred 202,500 
 Sales tax 14,000 City HOME amortizing  42,500 
 Infrastructure, offsites,  
        landscaping 17,200 
 Plans/specs 8,000  
 Permits 5,200 
 Builder’s risk insurance 1,800 
  
 TOTAL $294,313 TOTAL $294,313  
 

 
 

The project includes four 3-bedroom units.  Units will have luxury vinyl tile (LVT) or 
carpeting on floors, granite counter tops, LED lighting, in-floor heat and a split system 
heater/air conditioner, asphalt shingles, concrete back porch, vinyl windows, energy-
efficient water heater and appliances, and off-street parking.   
 
Budget does not include land, which is being donated by the City.  Its 2018 assessed 
value is $18,000. 

 
HOME funds may be used for architectural and engineering and other professional 
series costs incurred within 24 months before commitment.  
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Attachment 2  
Initial Project Rents 
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ATTACHMENT  3 

 
TIMETABLE 

 

Category Milestone/Task Deadline   
Month Yr/Status 

Site control Close on property. June 2018 

Financing Funding documented by 
all lenders 

June 2018 

Design/Permits Approval of zoning, site 

plan, construction plans. 

June 2018 

 Building permits issued. June 2018 
Construction Begin construction. June 2018 
 Complete construction. December 2018 
 Certificate of occupancy 

issued. 
December 2018 

Occupancy Units occupied. 60 days from Certificate 
of Occupancy 
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ATTACHMENT 4 
 

CERTIFICATION REGARDING DEBARMENT, SUSPENSION,  

INELIGIBILITY AND VOLUNTARY EXCLUSION 

 

1. The undersigned (i.e., signatory for the Borrower) certifies, to the best of its knowledge and belief, that it and its 

principals: 

 

a. Are not presently debarred, suspended, proposed for debarment, declared ineligible, or voluntarily excluded 

from covered transactions by any  federal department or agency; 

b. Have not within a three-year period preceding this contract been convicted or had a civil judgment rendered 

against them for commission of fraud or a criminal offense in connection with obtaining, attempting to 

obtain, or performing a public (federal, state, or local) transaction or contract under a public transaction; 

violation of federal or state antitrust statutes or commission of embezzlement, theft, forgery, bribery, 

falsification or destruction of records, making false statements, tax evasion, receiving stolen property, making 

false claims, or obstruction of justice; 

c. Are not presently indicted or otherwise criminally or civilly charged by a government entity (federal, state, or 

local) with commission of any of the offenses enumerated in paragraph (1)(b) of this certification; and,  

d. Have not within a three-year period preceding this contract had one or more public transactions (federal, 

state, or local) terminated for cause or default. 

 

Where the undersigned is unable to certify to any of the statements in this contract, it shall attach an explanation to this 

contract. 

 

2. The undersigned agrees by signing this contract that it shall not knowingly enter into any lower tier covered transaction 

with a person who is debarred, suspended, declared ineligible, or voluntarily excluded from participation in this 

covered transaction, unless authorized by the City.  

 

3.  The undersigned further agrees by signing this contract that it will include the following clause, without modification, 

in all lower tier covered transactions and in all solicitations for lower tier covered transactions: 

 

Certification Regarding Debarment, Suspension, Ineligibility and Voluntary Exclusion – Lower Tier Covered 

Transactions 

 

1. The lower tier contractor certified, by signing this contract that neither it nor its principals is 

presently debarred, suspended, proposed for debarment, declared ineligible, or voluntarily excluded 

from participation in this transaction by any federal department or agency. 

 

2. Where the lower tier contractor is unable to certify to any of the statements in this contract, such 

contractor shall attach an explanation to this contract. 

  

4. The terms covered transaction, debarred, suspended, ineligible, lower tier covered transaction, person, primary covered 

transaction, principal, and voluntarily excluded, as used in this exhibit, have the meanings set out in the Definitions and 

Coverage sections of the rules implementing Executive Order 12549.  The undersigned may contact the City for 

assistance in obtaining a copy of these regulations. 

 

5. I understand that a false statement of this certification may be grounds for termination of the contract.  

 

 

Basalt Rock, LLC  

Name of Borrower (Type or Print) 

 

East First Avenue Fourplex  

Program Title (Type or Print) 

 

 

  

Name of Certifying Official (Type or Print) 

  

Member  

Title of Certifying Official (Type or Print) 

 

 

  

Signature  

 

  

Date (Type or Print) 
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CITY OF SPOKANE 
BASALT ROCK, LLC 

 
 EAST FIRST AVENUE FOURPLEX 

  

HOME PROGRAM LOAN COVENANT AGREEMENT 
 
 

Grantor: Basalt Rock, LLC, a Washington limited liability company  
 
Beneficiary: City of Spokane, a Washington state municipal corporation 
 
Assessor’s Parcel No.: 35211.1305 
 
Legal Description:  LOT 4 IN BLOCK 13 OF KAUFMAN’S ADDITION, SPOKANE FALLS, 

AS PER PLAT THEREOF RECORDED IN VOLUME “A” OF PLATS, 
PAGE 131; 

 
 IN THE CITY OF SPOKANE, SPOKANE COUNTY, WASHINGTON. 
 
This HOME Program Loan Covenant Agreement (“Covenant Agreement”) is made this 
_____ day of     , 2018, by and between the City of Spokane, 
Washington, a Washington municipal corporation (the “City”), whose address is City of 
Spokane, c/o Community, Housing, and Human Services Department, 808 W. 
Spokane Falls Blvd., Room 650, Spokane, Washington 99201-3339 and Basalt Rock, 
LLC, a Washington limited liability company (the “Borrower” or “Grantor”), whose 
address is 14 East Mission Avenue, #3, Spokane, WA 99202.  
 
I. STIPULATIONS 

 
1. This Covenant Agreement is a condition of and part of the consideration for 

the financial assistance provided by the City to the Borrower for the Borrower’s East 
First Avenue Fourplex project, which includes the construction of 4 units at 2418 East 
First Avenue in Spokane, WA (the “Project”).  The fourplex will include four (4) three-
bedroom units; all four (4) units will be HOME-assisted. 
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2. This Covenant Agreement is part of a transaction further reflected in two 
Promissory Notes (“Note 1” and “Note 2”, or, collectively, the “Notes”) and a HOME 
Program Loan Agreement (“Loan Agreement”) of even date herewith.  The City’s 
disbursements under the Loan Agreement are further secured by a Deed of Trust 
(“Deed of Trust”).  The terms of said documents are incorporated herein as if fully set 
forth herein, and together shall be referenced as the “Related Documents.”  The 
capitalized terms in said agreements shall have the same meaning in this Covenant 
Agreement unless the context clearly suggests otherwise.  In the event of conflict in 
the terms of any of these documents, the terms most favorable to the City shall apply.   

 
3. The Project is situated in the City and County of Spokane, State of 

Washington, and is legally described below:  
 

LOT 4 IN BLOCK 13 OF KAUFMAN’S ADDITION, SPOKANE FALLS, AS PER 

PLAT THEREOF RECORDED IN VOLUME “A” OF PLATS, PAGE 131; 
 
IN THE CITY OF SPOKANE, SPOKANE COUNTY, WASHINGTON.  

 
Assessor's Parcel Number:  35211.1305 
Property Address:  2418 East 1st Avenue, Spokane, WA  99202  

 
4. This Covenant Agreement shall be filed and recorded in the official public 

land records of Spokane County, Washington, and shall constitute a restriction upon 
the use of the property and Project described herein, subject to and in accordance 
with the terms of this Covenant Agreement during the Affordability Period described in 
Section IV herein below.   
  
 5.  The covenants contained herein are to be taken and construed as covenants 
running with the land and shall pass to and be binding upon the Borrower, its 
successors in interest, assigns, heirs or lessees of the Project, beginning on the date 
this Covenant Agreement is executed.  Each and every contract, deed or other 
instrument covering or conveying the property or Project, or any portion thereof, shall 
be conclusively held to have been executed, delivered and accepted subject to such 
covenants regardless of whether such covenants are set forth in such contract, deed or 
other instrument. 
  
 NOW, THEREFORE, it is hereby covenanted, that during the Affordability 
Period described in Section IV herein below, the Borrower agrees to the following 
covenants running with the land which shall bind the Borrower, its heirs, assigns, 
lessees and successors in interest through the Affordability Period. 
  

II. COVENANTS 
 
Borrower shall: 

  
A. Comply with the Affordability Requirements described in this Covenant 

Agreement and Related Documents. 
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B. Maintain all required insurance, including without limitation the insurance 
required by the Deed of Trust. 

 
C. Maintain Project financial reports, Project financial records and provide all 

other information and documentation that the City may reasonably request. 
 
D. Make prompt payment of all taxes and financial liabilities. 
 
E. Not hypothecate or encumber Project assets in any way, except to the extent 

provided for under the Loan Agreement or as approved of by the Director of 
Community, Housing, and Human Services of the City of Spokane (the 
"Director") in writing.  The Director may withhold such approval at his/her 
reasonable discretion.  

 
F. Promptly provide (i) rent and tenant income information at initial tenant 

occupancy and (ii) rent, occupancy, and tenant income information annually 
throughout the term of the Loan Agreement, in accordance with the Loan 
Agreement, or as otherwise requested by the City.  If the Project has floating 
HOME units, the Borrower must provide the City with information regarding 
the unit substitution and filling vacancies so that the Project remains in 
compliance with HOME rental occupancy requirements. 

  
G. Promptly provide, upon request by the City, such documentation as is 

necessary (including financial statements) to enable the City to determine the 
financial condition and continued financial viability of the Project. 

 
H. During the Affordability Period, prohibit occupancy of any HOME-assisted unit 

by Borrower (or officer, employee, agent, elected or appointed official, or 
consultant of the Borrower, or immediate family member or immediate family 
member of an officer, employee, agent, elected or appointed official, or 
consultant of Borrower) whether private, for-profit or nonprofit, including a 
community housing development organization (“CHDO”) when acting as an 
owner, developer or sponsor. 

 
I. Comply with all applicable federal, state, and local regulations and 

requirements, including, but not limited to, Uniform Administrative 
Requirements, Federal Labor Standards, Davis-Bacon and Related Acts, 
Uniform Relocation Act requirements applicable as of the date of the execution 
of this Covenant Agreement, and the provisions of the Lead-Based Paint 
Poisoning Prevention Act.  City’s cost to administer Davis Bacon Federal Labor 
Standard, and Related Acts shall be borne by the Borrower.  When Washington 

State prevailing wages apply, the Borrower shall comply with all State 
requirements under RCW 39.12 to the satisfaction of the State of Washington.  
When applicable, the higher of Washington State prevailing wages or Davis-
Bacon wages shall apply. 

 
J. Comply with all HOME program project requirements pursuant to 24 CFR part 

92 et seq. 
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K. Maintain housing in compliance with the property standards of 24 CFR §92.251 
and local code requirements throughout the term of the Loan Agreement. 

 
L. Upon Project completion, the Project shall obtain a final Certificate of 

Occupancy for new units, meet all licensing requirements needed to operate the 
facility as proposed by Borrower in its various funding applications, and meet 
the property standards of 24 CFR §92.251, minimum rehabilitation standards, 
and all applicable federal, state and local codes and ordinances.  New 
construction projects must also meet HUD, state, and local requirements 
relating to accessibility and disaster mitigation.   

 
M. Cause each of the four (4) HOME–assisted units to be occupied by income-

eligible households within eighteen (18) months after the Project is completed.  
If any HOME–assisted units are not occupied by eligible tenants within 6 
months following the date of Project Completion, Borrower shall submit to the 
City current marketing information and, if the City requests it, an enhanced 
marketing plan for leasing the unoccupied units as quickly as possible, which 
information the City will provide to HUD as required by 24 CFR §92.252.  If any 
HOME-assisted unit has not been rented to eligible tenants within eighteen (18) 
months after the date of Project Completion, Borrower shall repay the City 
$61,250.00/unit for each such unit within thirty (30) days of the City’s written 
request for repayment.  This reflects the proportionate per unit share of HOME 
funds, i.e., $245,000.00 HOME dollars/4 HOME units. 

 
The Borrower shall cause this Covenant Agreement to be recorded as a covenant 
running with the land and the Project. 
 
Borrower shall pay at loan closing all costs associated with the negotiation, 
documentation and closing of the loan, including without limitation title premiums 
escrow fees, recording fees, appraisal fees and City’s attorneys’ fees. 
 
III. INCOME DETERMINATIONS 
  
A. For purposes of this Covenant Agreement, tenant “annual income” is defined 

pursuant to 24 CFR §92.203, and includes income from all persons in the 
household, less income adjustments pursuant to 24 CFR §5.611.  An individual 
does not qualify as a low-income family if the individual is a student who is not 
eligible to receive Section 8 assistance under 24 CFR §5.612. 

  
B. Initial tenant annual income determinations shall be made by the Borrower 

pursuant to 24 CFR §92.203.  Subsequent tenant income determinations shall 

be made by the Borrower pursuant to 24 CFR §92.203 and 24 CFR §92.252(h). 
  
C. Rent increases and annual income recertifications shall be governed by the 

terms outlined in the Affordability Requirements below. 
  
IV. AFFORDABILITY REQUIREMENTS   
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A. HOME Affordability Period.  The HOME Affordability Period, established 
pursuant to 24 CFR §92.252, is twenty (20) years, beginning after Project 
Completion, as determined by the Director.  “Project Completion” means that all 
necessary title transfer requirements and construction work have been 
performed; the Project complies with the requirements of 24 CFR §92, including 
the property standards under 24 CFR §92.251; the final drawdown of HOME 
funds has been disbursed for the Project; and the project completion 
information has been entered in the disbursement and information system 
established by HUD, except that with respect to rental housing project 
completion, for the purposes of §92.502(d), project completion occurs upon 
completion of construction and before occupancy.  Repayment of the loan 
during the HOME Affordability Period will not extinguish the requirements of 
the Related Documents. 

 
B. City Affordability Period.  The City Affordability Period is thirty (30) years, 

beginning after Project Completion, as determined by the Director.  The HOME 
Affordability Period and City Affordability Period shall run concurrently.  
Collectively, the two periods are hereinafter referred to as the “Affordability 
Period.”  Upon expiration of the HOME Affordability Period, the City 
Affordability Period shall continue, but HUD will no longer monitor compliance 
with affordability requirements, unless the City Affordability Period is 
coterminous with the HOME Affordability Period.  The requirements of the 
Affordability Period and other conditions of the Related Documents shall apply, 
as long as there are funds owing under the Notes. 

 
C. Rent Limit.  During the Affordability Period, rents on two three-bedroom units  

shall not exceed thirty percent (30%) of the adjusted income of a family whose 
annual income equals fifty percent (50%) of Spokane area median income 
(“AMI”), as defined by HUD and adjusted for family size, unit size by number of 
bedrooms, tenant-paid utilities and tenant-supplied appliances.  In addition, 
rents on two three-bedroom units shall not exceed thirty percent (30%) of the 
adjusted income of a family whose annual income equals thirty percent (30%) of 
AMI, as defined by HUD and adjusted for family size, unit size by number of 
bedrooms, tenant-paid utilities and tenant-supplied appliances.   

 
 However, any HOME-assisted unit receiving federal or state project-based rental 

assistance, where the tenant pays not more than thirty percent (30%) of the 
household’s adjusted income as a contribution toward rent, shall be limited to 
the maximum rent allowed under the federal or state project-based rental 
assistance program.   

 

 Should the HUD rents decline below the initial project rents, the Borrower’s 
rents do not need to be reduced below the initial rents.  A table of initial HUD 
rents for the Project is attached to the Loan Agreement as Attachment 2.   

 
 The adjustment for tenant-paid utilities and tenant-supplied appliances is 

subject to §92.252.  New HUD requirements include that the adjustment for 
tenant-paid utilities and tenant-supplied appliances be based on the HUD 
Utility Schedule Model, twelve (12) months of documented actual utility costs as 
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acceptable to the City's Community, Housing & Human Services Department, 
or other methods as determined by HUD.  Currently, the HUD Utility Schedule 
Model can be found at:  http://huduser.org/portal/resources/utilmodel.html.   

 
  The City will provide Borrower with information on updated HOME rent 

limits so that rents may be adjusted (not to exceed the maximum HOME rent 
limits exclusive of rent paid through project-based subsidies) in accordance 
with this Loan Agreement and §92.252(f)(2).  The Borrower must annually 
provide the City with information on rents and occupancy of HOME-assisted 
units to demonstrate compliance with the Affordability Requirements of this 
Loan Agreement.  The City will review rents for compliance and approve or 
disapprove them every year. 

 
 The Borrower must provide tenants of HOME-assisted units written notification 

of rent increases no less than 30 days prior to the beginning of the month in 
which the increase is intended to be implemented, subject to the provisions of a 
tenant’s lease agreement, pursuant to §92.252(f)(3).  

   

D. LIHTC Rent Clause.  For tenants of low-income tax credit assisted units (if low-
income housing tax credits are awarded to the Project or portions of the 
Project), any increases in rent associated with tenant income shall be governed 
solely by section 42 of the Internal Revenue Code of 1986, as amended from 
time to time.    

  
E. Upon completion of the HOME Affordability Period, if the maximum rent and 

income limits are exceeded, the loan will be subject to repayment at the higher 
interest rate as provided for in Paragraph 2 of the Promissory Notes.   

 
F. Income Limit.  At initial occupancy, tenants of two three-bedroom units shall 

have incomes not greater than fifty percent (50%) of AMI.  In addition, tenants 
of two three-bedroom units shall have incomes not greater than thirty percent 
(30%) of AMI at initial occupancy.  If any of these tenants’ incomes increases to 
a level exceeding fifty percent (50%) of AMI, then the next available HOME-
assisted unit shall be made available to families at or below thirty percent (30%) 
of AMI.  If the income of a tenant of a HOME-assisted unit increases and 
exceeds eighty percent (80%) of AMI, then the tenant’s rent shall increase to the 
lesser of thirty percent (30%) of the tenant’s adjusted monthly income or Fair 
Market Rent, subject to paragraph IV.D hereof.     

 
G. Income Certifications.  All tenants' incomes shall be recertified annually by the 

Borrower.  Any applicable rent increases will be effective upon the next lease 

renewal, and are subject to thirty (30) days' written notice. 
  
H. Additional Affordability Requirements.  The Project must comply with the 

affordable housing requirements of 24 CFR §92.252. 
 
I. Relocation.  Tenants in occupancy prior to the Project are subject to the 

provisions of the Uniform Relocation Assistance and Real Property Acquisition 
Policies Act of 1970 as amended (“URA”), 42 USC 4601 et seq. and the 

http://huduser.org/portal/resources/utilmodel.html
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regulations promulgated thereunder.  All relocation payments and expenses 
shall be borne by the Borrower. 

 
J. Protection of Affordability Requirements – City Purchase Option.  The 

Affordability Requirements may terminate upon foreclosure or transfer in lieu of 
foreclosure at the sole election of the Director.  In the event of a pending or 
threatened foreclosure, once applicable notice and cure periods have expired, 
the City is hereby granted an option and a right of first refusal to purchase the 
Project before foreclosure or deed in lieu of foreclosure to preserve affordability. 
The City may exercise its right to purchase the Project in any reasonable 
manner following the City’s receipt of written notice of pending or threatened 
foreclosure proceedings and/or a possible deed in lieu of foreclosure, which 
notice Borrower hereby agrees to provide to City.  The purchase price shall be 
the assessed value of the Project at the time of the City’s exercise of its 
purchase rights, less any financial obligations assumed by the City at the time 
of the City’s acquisition of the Project.  The City further reserves the right to 
revive any affordability restrictions according to the original terms of the Loan 
Agreement if, during the HOME Affordability Period (as defined herein), the 
owner of record before the foreclosure, or deed in lieu of foreclosure, or any 
entity that includes the former owner or those with whom the former owner has 
or had family or business ties, obtains an ownership interest in the Project or 
property.   

 
V. DEFAULT 
  

If a violation of any of the foregoing covenants occurs, the City may, after thirty 
(30) days written notice, the default meanwhile not having been cured, institute and 
prosecute any proceeding at law or in equity or as otherwise provided for in this 
Covenant Agreement, or Related Documents, to abate, prevent, or enjoin any such 
violation or to compel specific performance by the Borrower of its obligations 
hereunder, including, without limitation of other remedies, the exercise of the City’s 
purchase rights described herein.  No delay in enforcing the provisions hereof as to 
any breach or violation shall impair, damage or waive the right of any party entitled to 
enforce the provisions hereof or to obtain relief against or recover for the continuation 
or repetition of such breach or violation or any similar breach or violation hereof at 
any later time. 
  

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, TO 
EXTEND CREDIT, TO MODIFY OR AMEND ANY AGREEMENT TERMS, TO RELEASE 
ANY GUARANTOR, TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT OR 
FORBEAR FROM EXERCISING ANY REMEDIES, OR TO MAKE ANY OTHER 

FINANCIAL ACCOMMODATION RELATED TO THIS AGREEMENT ARE NOT 
ENFORCEABLE UNDER WASHINGTON LAW. 
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IN WITNESS WHEREOF, the Parties have executed this Agreement on this _____ 

day of    , 2018. 
 
 
BASALT ROCK, LLC 
 
 
 
By:         Date:       
 Konstantin Y. Vasilenko, Member 
 
 
By:         Date:       
 Tatyana A. Vasilenko, Member 
 
 
 
STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 On this _____ day of    , 2018, personally appeared before me 
Konstantin Y. Vasilenko, to me known to be a Member of Basalt Rock, LLC, a 
Washington limited liability company, executed the within and foregoing instrument, 
and acknowledged the said instrument to be the free and voluntary act and deed of 
said person and the Grantor, for the uses and purposes therein mentioned, and on 
oath stated that he was authorized to execute the said instrument.  
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       
NOTARY PUBLIC, in and for the State of  
Washington, residing at    
My Commission expires    
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STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 
 On this _____ day of    , 2018, personally appeared before me 
Tatyana A. Vasilenko, to me known to be a Member of Basalt Rock, LLC, a 
Washington limited liability company, that executed the within and foregoing 
instrument, and acknowledged the said instrument to be the free and voluntary act 
and deed of said person and the Grantor, for the uses and purposes therein 
mentioned, and on oath stated that she was authorized to execute the said 
instrument.  
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       
NOTARY PUBLIC, in and for the State of  
Washington, residing at    
My Commission expires    
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CITY OF SPOKANE 
  
  
By:        
 David A. Condon, Mayor 
 
Date:       
 
 
 
 
 
ATTEST:     APPROVED AS TO FORM: 
  
  
By:        By:        
 Terri L. Pfister, City Clerk   Assistant City Attorney   
  
Date:       
 
 
 
STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 On this _____ day of    , 2018, personally appeared before me 
David A. Condon and Terri L. Pfister, to me known to be the Mayor and City Clerk, 
respectively, of and for the City of Spokane, Washington, the municipal corporation 
that executed the within and foregoing instrument, and acknowledged the said 
instrument to be the free and voluntary act and deed of said municipal corporation, 
for the uses and purposes therein mentioned, and on oath stated that they were 
authorized to execute the said instrument. 
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       
NOTARY PUBLIC, in and for the State of  

Washington, residing at    
My Commission expires    
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CITY OF SPOKANE 
BASALT ROCK, LLC 

 
EAST FIRST AVENUE FOURPLEX 

 

PROMISSORY NOTE 1 
 
OPR #2018-______ 
 
Borrower: Basalt Rock, LLC 
 14 E. Mission Avenue, #3  
 Spokane, WA 99202 
  

Lender: City of Spokane 
 Community, Housing, and Human Services Department 
 808 W. Spokane Falls Blvd., Room 650  
 Spokane, WA 99201 
  
Principal: $42,500.00 
  
Date:   
  
  
1. PROMISE TO REPAY:  FOR VALUE RECEIVED, the undersigned Basalt Rock, 
LLC, a Washington limited liability company, hereinafter referred to as "Borrower", 
promises to repay to the order of the City of Spokane, a Washington municipal 
corporation, or its successors and assigns (hereinafter called "Lender") the maximum 
principal sum of FORTY-TWO THOUSAND FIVE HUNDRED DOLLARS ($42,500.00) 
or so much of said sum or sums as may now or hereafter be loaned or disbursed to 
the Borrower by the Lender, for the purpose of providing a portion of the financing for 
the Borrower’s East First Avenue Fourplex project, located at 2418 East First Avenue 
in Spokane, WA (the “Project”).  This Promissory Note 1 (the “Note”) is part of a 
transaction further reflected in Promissory Note 2, a HOME Program Loan Agreement 
(“Loan Agreement”) and HOME Program Loan Covenant Agreement (“Covenant 
Agreement”) of even date herewith.  Promissory Note 1 and Promissory Note 2 are 
collectively referred to as “Notes.”  Lender’s disbursements under the Loan Agreement 
and the Notes are further secured by a Deed of Trust of even date herewith (“Deed of 
Trust”).  The terms of said documents are incorporated herein as if fully set forth 
herein, and together shall be referenced as the “Related Documents”.  The capitalized 
terms in said Related Documents shall have the same meaning in this Note unless the 

context clearly suggests otherwise.  In the event of conflict or ambiguity in the terms of 
any of these documents, the terms most favorable to Lender shall apply. 
 
2. INTEREST:  In addition to repayment of principal sums loaned, Borrower agrees 
to pay interest, compounded monthly, commencing on the date the money is first 
disbursed under the Loan Agreement, at the rate of three percent (3%) per annum.  If 
rents for any HOME-assisted unit  of the Project are raised above the level of the 
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Affordability Requirement defined in the Loan Agreement, or any other provisions, 
covenants, terms, conditions or restrictions of the Loan Agreement are not adhered to, 
then the rate on the outstanding balance shall be increased to the prevailing prime 
lending rate as published in The Wall Street Journal, plus three percent (3%), 
compounded monthly, for the period of noncompliance, as determined by the Director 
of Community, Housing, and Human Services for the City of Spokane (the "Director").   
 
3. REPAYMENT; MATURITY: 

A. 1-Year Deferral Period:  No payments of principal or interest for 12 
months from the date of this Note, so long as Borrower and the Project are in 
compliance with the Affordability Requirements per the terms of the Loan Agreement 
and Covenant Agreement together with all other provisions of this Note and Related 
Documents. 

 
B.  Payment Period: Following the Deferral Period, principal and interest on 

this Note shall be payable in approximately equal amortized installments on the first 
day of each month (or the first business day thereafter if the first day of the month is a 
weekend or a holiday for the City), in the amount required to fully amortize the 
outstanding principal of and accrued interest on this Note over  the remainder of a 
period of twenty (20) years commencing at Project Completion (as defined paragraph 
VIII.A. of the Loan Agreement).  This loan term should coincide with the HOME 
Affordability Period, as defined in the Loan Agreement.  During the Affordability 
Period, Borrower shall notify the City in writing if, for any reason, Borrower and/or the 
Project will not comply with the Affordability Requirements, at which time any 
remaining balance would become immediately due and payable in full. 

 
C. Prepayment:  The Borrower may pay all or any portion of the outstanding 

principal of the Note at any time, without penalty.  Repayment during the HOME 
Affordability Period, as described in the Loan Agreement, shall not extinguish the 
Affordability Requirements. 

 
D. Late Charges:  A late charge of thirty dollars ($30.00) will be added to 

any payment received after the 10th day of the month in which it is due in addition to 
any other remedy.   

 
E. Application of Payments:  Payments received will first be applied to late 

charges, then to interest, and finally to principal.   
 
F. Place of Payment:  Payments of principal, interest, and fees shall be 

made in lawful money of the United States of America in immediately available funds 

to the City of Spokane, at the Community, Housing, and Human Services Department, 
808 W. Spokane Falls Blvd., Room 650, Spokane, WA 99201, or at such other place as 
Lender may designate in writing according to the schedule noted above.   
   
4. THIS NOTE IS secured by the Deed of Trust of even date herewith, duly filed for 
record in the County of Spokane, Washington. 
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5. THIS LOAN IS made for the purpose of financing a portion of the costs of the 
construction of 4 units on the property at 2418 East First Avenue and legally 
described in the Deed of Trust and Loan Agreement.  As a condition of receiving this 
loan, Borrower agrees to abide by all of the terms and conditions of this Note, Note 2, 
the Deed of Trust, the Loan Agreement and associated Covenant Agreement, 
incorporated herein by reference as if fully set forth. 
  
6. IF THE BORROWER SHALL default in the payment of any amount due under 
this Note, and such default is not cured within ten (10) days after such payment is 
due, or if any other Event of Default occurs under Note 2, the Deed of Trust, the Loan 
Agreement or the Covenant Agreement and such default is not cured within the cure 
period, if any, applicable thereto, the entire unpaid principal amount of this Note, 
together with accrued interest, shall immediately become due and payable, at Lender's 

option, upon notice to the Borrower.  Failure of Lender to exercise such option shall 
not constitute a waiver of default.  If Lender exercises its option to declare the entire 
amount of Borrower’s loan immediately due and payable as provided above, Borrower 
agrees to pay Lender's cost and expenses of collection, including reasonable attorney's 
fees and court costs.  If this Note is reduced to judgment, the judgment shall bear 
interest at the maximum rate permissible on judgments in the State of Washington.   
 
7. IF THE BORROWER voluntarily sells, transfers, leases or otherwise conveys the 
Project or any portion thereof, to any person/persons or entity/entities (the 
“Transferee”), other than by leasing or renting for residential tenant use as 
contemplated by various provisions of the Loan Agreement, or for any other incidental 
use (to the extent permissible under all applicable federal and state laws and 
regulations), an Event of Default shall occur under the terms of this Note and the 
Related Documents unless the Borrower obtained prior written consent of the 
Director.  The remedies provided for Default may be exercised at the discretion of the 
Director.  An unauthorized transfer also occurs if Borrower grants a junior security 
interest without obtaining the prior written consent of the Director.  Any sale, transfer, 
leasing or other disposition of the Project in violation of this Section 7 shall not relieve 
the Borrower of any obligation or obligations under this Note or any Related 
Document.  The Borrower hereby agrees that upon any sale, transfer, lease, or other 
disposition of the Project, the Borrower shall transfer all records, accounts, electronic 
data or other documents pertaining to the Project, including documents related to 
Borrower’s compliance with this Note and any Related Document, to the Transferee or 
its designated agent.  Failure by the City to exercise any of its rights and remedies 
under this Note or any Related Documents shall not be construed as a waiver of any 
kind.  The Director’s written consent may be conditioned upon the following, at the 
Director’s sole discretion: 

 (a) reasonable evidence satisfactory to the Director that the Borrower is not then in 
default under any document related to this transaction beyond any applicable grace 
period or cure period; 
 (b) an opinion of counsel for the Transferee, delivered to the City, to the effect that 
the Transferee (i) has assumed in writing and in full, all duties and obligations of the 
Borrower under this Note, the Loan Agreement and the Covenant Agreement, and (ii) 
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that this Note and the Related Documents constitute the legal, valid and binding 
obligations of the Transferee; 
 (c) a showing that written assumption of the Transferee and/or the written 
agreement of the Transferee complies with all provisions of local, state and federal 
laws, ordinances and regulations applicable to the Borrower under this Note and 
Related Documents; 
 (d)  a showing that the Borrower or the Transferee is not in arrears on any 
payments due and owing to the City or is in default under this Note or any of the 
Related Documents, beyond any applicable grace period or cure period; 
 (e) a showing that the Borrower or the Transferee do not have a history of 
instances of non-compliance with any non-monetary provision of this Note or any of 
the Related Documents, which were not cured after notice thereof and within the 
applicable cure period or grace period; and/or, 

 (f)  a showing that the Borrower or the Transferee do not have a documented 
history of instances of failure to make payments due and owing to the City which are 
not paid within a reasonable period after notice thereof. 
  
8. THIS NOTE IS not assignable or assumable without the express written consent 
of the Lender.    
  
9. EACH MAKER AND endorser of this Note hereby waives demand and 
presentment for payment, notice of nonpayment, protest, notice of protest, notice of 
dishonor, bringing of suit, and diligence in taking action to collect any amounts called 
for hereunder and in the handling of properties, rights or collateral at any time 
existing in connection herewith.  Each maker and endorser expressly agrees that this 
Note or any payment thereunder may be extended from time to time, and consent to 
the acceptance of further security for this Note, including other types of security, all 
without in any way affecting the liability of each maker and endorser hereof.  The right 
to plead any statutes of limitation as a defense to any demand on this Note, or any 
guaranty thereof or to any agreement to pay the same or to any demand secured by 
the Deed of Trust or other security, securing the Note, or any and all obligations or 
liabilities arising out of or in connection with said Note or Deed of Trust by any parties 
hereto is expressly waived by each and every of the makers, endorsers, guarantors or 
sureties. 
 
10. SEVERABILITY: If any provision, or a part thereof, of this Note is declared by a 
court of competent jurisdiction to be invalid, the invalid provision or part thereof shall 
be stricken, with the remainder of the provision and other provisions of this Note 
surviving with full force and effect. 
 

11. BORROWER RATIFIES and reaffirms all information previously submitted in 
Borrower’s loan application or financial statement, and by signing this Note, Borrower 
represents and warrants to Lender that the information provided is true and correct 
and that there has been no adverse change in Borrower’s financial condition as 
disclosed to Lender in Borrower’s most recent application or financial statement.   
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12. APPLICABLE LAW AND VENUE: This Note has been issued, executed and 
delivered in the State of Washington and shall be governed by and construed in 
accordance with the laws of the State of Washington, except to the extent that the laws 
of the United States of America may prevail.  Venue to enforce any provision shall be 
in the Spokane County Superior Court. 
 
  

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, TO 
EXTEND CREDIT, TO MODIFY OR AMEND ANY AGREEMENT TERMS, 
TO RELEASE ANY GUARANTOR, TO FORBEAR FROM ENFORCING 
REPAYMENT OF A DEBT OR FORBEAR FROM EXERCISING ANY 
REMEDIES, OR TO MAKE ANY OTHER FINANCIAL ACCOMMODATION 
RELATED TO THIS NOTE ARE NOT ENFORCEABLE UNDER 

WASHINGTON LAW. 
  
PRIOR TO SIGNING THIS NOTE, BORROWER HAS READ AND 
UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE. BORROWER 
AGREES TO ALL TERMS AND CONDITIONS OF THIS NOTE AND 
ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS NOTE. 

 
IN WITNESS WHEREOF, the Borrower executed this Promissory Note on this _____ day 
of    , 2018. 
  

 
 
 
BASALT ROCK, LLC 
 
 
 
By:         Date:       
 Konstantin Y. Vasilenko, Member 
 
 
By:         Date:       
 Tatyana A. Vasilenko, Member 
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CITY OF SPOKANE 
BASALT ROCK, LLC 

 
EAST FIRST AVENUE FOURPLEX 

 

PROMISSORY NOTE 2 
 
OPR #2018-_______ 
 
Borrower:  Basalt Rock, LLC 
 14 E. Mission Avenue, #3 
 Spokane, WA 99202 
  

Lender: City of Spokane 
 Community, Housing, and Human Services Department 
 808 W. Spokane Falls Blvd., Room 650  
 Spokane, WA 99201 
  
Principal: $202,500.00 
  
Date:   
  
  
1. PROMISE TO REPAY:  FOR VALUE RECEIVED, the undersigned Basalt Rock, 
LLC, hereinafter referred to as "Borrower", promises to repay to the order of the City of 
Spokane, a Washington municipal corporation, or its successors and assigns 
(hereinafter called "Lender") the maximum principal sum of TWO HUNDRED TWO 
THOUSAND FIVE HUNDRED DOLLARS ($202,500.00) or so much of said sum or 
sums as may now or hereafter be loaned or disbursed to the Borrower by the Lender, 
for the purpose of providing a portion of the financing for the Borrower’s East First 
Avenue Fourplex project, located at 2418 East First Avenue in Spokane, WA (the 
“Project”).   This Promissory Note 2 (the “Note”) is part of a transaction further reflected 
in Promissory Note 1, a HOME Program Loan Agreement (“Loan Agreement”) and 
HOME Program Loan Covenant Agreement (“Covenant Agreement”) of even date 
herewith.  Promissory Note 1 and Promissory Note 2 are collectively referred to as 
“Notes.”  Lender’s disbursements under the Loan Agreement and the Notes are further 
secured by a Deed of Trust of even date herewith (“Deed of Trust”).  The terms of said 
documents are incorporated herein as if fully set forth herein, and together shall be 
referenced as the “Related Documents”.  The capitalized terms in said Related 
Documents shall have the same meaning in this Note unless the context clearly 

suggests otherwise.  In the event of conflict or ambiguity in the terms of any of these 
documents, the terms most favorable to Lender shall apply. 
 
2. INTEREST:  In addition to repayment of principal sums loaned, Borrower agrees 
to pay interest, compounded monthly, commencing on the date the money is first 
disbursed under the Loan Agreement, at the rate of three percent (3%) per annum.  If 
rents for any HOME-assisted unit  of the Project are raised above the level of the 



DRAFT 

Promissory Note 2 - 2 of 5 

 
  

Affordability Requirement defined in the Loan Agreement, or any other provisions, 
covenants, terms, conditions or restrictions of the Loan Agreement are not adhered to, 
then the rate on the outstanding balance shall be increased to the prevailing prime 
lending rate as published in The Wall Street Journal, plus three percent (3%), 
compounded monthly, for the period of noncompliance, as determined by the Director 
of Community, Housing, and Human Services for the City of Spokane (the "Director").   
 
3. REPAYMENT; MATURITY: 

A. Deferral Period:  Payment of principal and interest shall be deferred 
during the HOME Affordability Period, as defined in the Loan Agreement and Covenant 
Agreement, so long as Borrower and the Project are in compliance with the 
Affordability Requirements per the terms of the Loan Agreement and Covenant 
Agreement together with all other provisions of this Note and Related Documents. 

 
B. Payment Period:  Principal and interest on this Note shall be payable in 

approximately equal amortized installments on the first day of each month (or the first 
business day thereafter if the first day of the month is a weekend or a holiday for the 
City), commencing immediately after the HOME Affordability Period ends, in the 
amount required to fully amortize the outstanding principal and accrued interest on 
this Note (including the interest accrued) during the remaining City Affordability 
Period, as defined in the Loan Agreement. During the Affordability Period, Borrower 
shall notify the City in writing if, for any reason, Borrower and/or the Project will not 
comply with the Affordability Requirements, at which time any remaining balance 
would become immediately due and payable in full.  

 
C. Prepayment:  The Borrower may pay all or any portion of the outstanding 

principal of the Note at any time, without penalty.  Repayment during the HOME 
Affordability Period, as described in the Loan Agreement, shall not extinguish the 
Affordability Requirements. 

 
D. Late Charges:  A late charge of thirty dollars ($30.00) will be added to 

any payment received after the 10th day of the month in which it is due in addition to 
any other remedy.   

 
E. Application of Payments:  Payments received will first be applied to late 

charges, then to interest, and finally to principal.   
 
F. Place of Payment:  Payments of principal, interest, and fees shall be 

made in lawful money of the United States of America in immediately available funds 
to the City of Spokane, at the Community, Housing, and Human Services Department, 

808 W. Spokane Falls Blvd., Room 650, Spokane, WA 99201, or at such other place as 
Lender may designate in writing according to the schedule noted above.   

 
G. Potential Debt Forgiveness:   Repayment shall further be subject to 

provisions and applicable sections of the Loan Agreement, which allows for debt 
forgiveness in exchange compliance with the Affordability Requirements during the 
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Forgiveness Period, as defined in the Loan Agreement, subject to conditions specified 
in the Loan Agreement.     
   
4. THIS NOTE IS secured by the Deed of Trust of even date herewith, duly filed for 
record in the County of Spokane, Washington. 
  
5. THIS LOAN IS made for the purpose of financing a portion of the costs of the 
construction of 4 units on the property at 2418 East First Avenue and legally 
described in the Deed of Trust and Loan Agreement.  As a condition of receiving this 
loan, Borrower agrees to abide by all of the terms and conditions of this Note, Note 1, 
the Deed of Trust, the Loan Agreement and associated Covenant Agreement, 
incorporated herein by reference as if fully set forth. 
  

6. IF THE BORROWER SHALL default in the payment of any amount due under 
this Note, and such default is not cured within ten (10) days after such payment is 
due, or if any other Event of Default occurs under Note 1, the Deed of Trust, the Loan 
Agreement or the Covenant Agreement and such default is not cured within the cure 
period, if any, applicable thereto, the entire unpaid principal amount of this Note, 
together with accrued interest, shall immediately become due and payable, at Lender's 
option, upon notice to the Borrower.  Failure of Lender to exercise such option shall 
not constitute a waiver of default. If Lender exercises its option to declare the entire 
amount of Borrower’s loan immediately due and payable as provided above, Borrower 
agrees to pay Lender's cost and expenses of collection, including reasonable attorney's 
fees and court costs.  If this Note is reduced to judgment, the judgment shall bear 
interest at the maximum rate permissible on judgments in the State of Washington.   
 
7. IF THE BORROWER voluntarily sells, transfers, leases or otherwise conveys the 
Project or any portion thereof, to any person/persons or entity/entities (the 
“Transferee”), other than by leasing or renting for residential tenant use as 
contemplated by various provisions of the Loan Agreement, or for any other incidental 
use (to the extent permissible under all applicable federal and state laws and 
regulations), an Event of Default shall occur under the terms of this Note and the 
Related Documents unless the Borrower obtained prior written consent of the 
Director.  The remedies provided for Default may be exercised at the discretion of the 
Director.  An unauthorized transfer also occurs if Borrower grants a junior security 
interest without obtaining the prior written consent of the Director.  Any sale, transfer, 
leasing or other disposition of the Project in violation of this Section 7 shall not relieve 
the Borrower of any obligation or obligations under this Note or any Related 
Document.  The Borrower hereby agrees that upon any sale, transfer, lease, or other 
disposition of the Project, the Borrower shall transfer all records, accounts, electronic 

data or other documents pertaining to the Project, including documents related to 
Borrower’s compliance with this Note and any Related Document, to the Transferee or 
its designated agent.  Failure by the City to exercise any of its rights and remedies 
under this Note or any Related Documents shall not be construed as a waiver of any 
kind.  The Director’s written consent may be conditioned upon the following, at the 
Director’s sole discretion: 
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 (a) reasonable evidence satisfactory to the Director that the Borrower is not then in 
default under any document related to this transaction beyond any applicable grace 
period or cure period; 
 (b) an opinion of counsel for the Transferee, delivered to the City, to the effect that 
the Transferee (i) has assumed in writing and in full, all duties and obligations of the 
Borrower under this Note, the Loan Agreement and the Covenant Agreement, and (ii) 
that this Note and the Related Documents constitute the legal, valid and binding 
obligations of the Transferee; 
 (c) a showing that written assumption of the Transferee and/or the written 
agreement of the Transferee complies with all provisions of local, state and federal 
laws, ordinances and regulations applicable to the Borrower under this Note and 
Related Documents; 
 (d)  a showing that the Borrower or the Transferee is not in arrears on any 

payments due and owing to the City or is in default under this Note or any of the 
Related Documents, beyond any applicable grace period or cure period; 
 (e) a showing that the Borrower or the Transferee do not have a history of 
instances of non-compliance with any non-monetary provision of this Note or any of 
the Related Documents, which were not cured after notice thereof and within the 
applicable cure period or grace period; and/or, 
 (f)  a showing that the Borrower or the Transferee do not have a documented 
history of instances of failure to make payments due and owing to the City which are 
not paid within a reasonable period after notice thereof. 
  
8. THIS NOTE IS not assignable or assumable without the express written consent 
of the Lender. 
  
9. EACH MAKER AND endorser of this Note hereby waives demand and 
presentment for payment, notice of nonpayment, protest, notice of protest, notice of 
dishonor, bringing of suit, and diligence in taking action to collect any amounts called 
for hereunder and in the handling of properties, rights or collateral at any time 
existing in connection herewith.  Each maker and endorser expressly agrees that this 
Note or any payment thereunder may be extended from time to time, and consent to 
the acceptance of further security for this Note, including other types of security, all 
without in any way affecting the liability of each maker and endorser hereof.  The right 
to plead any statutes of limitation as a defense to any demand on this Note, or any 
guaranty thereof or to any agreement to pay the same or to any demand secured by 
the Deed of Trust or other security, securing the Note, or any and all obligations or 
liabilities arising out of or in connection with said Note or Deed of Trust by any parties 
hereto is expressly waived by each and every of the makers, endorsers, guarantors or 
sureties. 

 
10. SEVERABILITY: If any provision, or a part thereof, of this Note is declared by a 
court of competent jurisdiction to be invalid, the invalid provision or part thereof shall 
be stricken, with the remainder of the provision and other provisions of this Note 
surviving with full force and effect. 
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11. BORROWER RATIFIES and reaffirms all information previously submitted in 
Borrower’s loan application or financial statement, and by signing this Note, Borrower 
represents and warrants to Lender that the information provided is true and correct 
and that there has been no adverse change in Borrower’s financial condition as 
disclosed to Lender in Borrower’s most recent application or financial statement.   
 
12. APPLICABLE LAW AND VENUE: This Note has been issued, executed and 
delivered in the State of Washington and shall be governed by and construed in 
accordance with the laws of the State of Washington, except to the extent that the laws 
of the United States of America may prevail.  Venue to enforce any provision shall be 
in the Spokane County Superior Court. 
 

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, TO 

EXTEND CREDIT, TO MODIFY OR AMEND ANY AGREEMENT TERMS, 
TO RELEASE ANY GUARANTOR, TO FORBEAR FROM ENFORCING 
REPAYMENT OF A DEBT OR FORBEAR FROM EXERCISING ANY 
REMEDIES, OR TO MAKE ANY OTHER FINANCIAL ACCOMMODATION 
RELATED TO THIS NOTE ARE NOT ENFORCEABLE UNDER 
WASHINGTON LAW. 
  
PRIOR TO SIGNING THIS NOTE, BORROWER HAS READ AND 
UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE. BORROWER 
AGREES TO ALL TERMS AND CONDITIONS OF THIS NOTE AND 
ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS NOTE. 

 
IN WITNESS WHEREOF, the Borrower executed this Promissory Note on this _____ day 
of    , 2018. 
  

 
 
 
BASALT ROCK, LLC 
 
 
 
By:         Date:        
 Konstantin Y. Vasilenko, Member 
 
 
By:         Date:       

 Tatyana A. Vasilenko, Member 

 

 



DRAFT 
AFTER RECORDING MAIL TO: 
City of Spokane 

Department of Community, Housing, and Human Services 

808 W. Spokane Falls Blvd., Room 650 

Spokane, WA 99201 

 

OPR #2018-_______ 

 
 
 
 

CITY OF SPOKANE 
BASALT ROCK, LLC 

 

EAST FIRST AVENUE FOURPLEX 
 

DEED OF TRUST 
  
Grantor: Basalt Rock, LLC, a Washington limited liability company 
 
Beneficiary: City of Spokane, a Washington municipal corporation 
 
Assessor’s Parcel No.: 35211.1305 
 
Legal Description:  LOT 4 IN BLOCK 13 OF KAUFMAN’S ADDITION, SPOKANE FALLS, 

AS PER PLAT THEREOF RECORDED IN VOLUME “A” OF PLATS, PAGE 
131; 

 
IN THE CITY OF SPOKANE, SPOKANE COUNTY, WASHINGTON.  

 
 
THIS DEED OF TRUST, made this  _______ day of _________________, 2018, by and 
between Basalt Rock, LLC, a Washington limited liability company, referred to herein 
as GRANTOR, whose address is 14 E. Mission Avenue, Suite #3, Spokane, WA 99202, 
First American Title Insurance Company, TRUSTEE, whose address is 40 East 
Spokane Falls Blvd., Spokane, WA  99202 and the City of Spokane, Washington, a 
Washington municipal corporation, BENEFICIARY, whose address is City of Spokane, 
c/o Community, Housing, and Human Services Department, 808 W. Spokane Falls 
Blvd., Room 650, Spokane, WA 99201. 
  
This Deed of Trust is part of a transaction further reflected in a HOME Program Loan 

Agreement (“Loan Agreement”), HOME Program Loan Covenant Agreement (“Covenant 
Agreement”), Promissory Note 1, and Promissory Note 2, secured by this Deed of Trust.  
Collectively, Promissory Note 1 and Promissory Note 2 may be referred to as 
“Promissory Notes.”  The terms of said agreements are incorporated into this Deed of 
Trust, and the capitalized terms in said agreements shall have the same meaning in 
this Deed of Trust unless the context clearly suggests otherwise.  In the event of 
conflict in the terms of any of these documents, the terms most favorable to 
Beneficiary shall apply. 
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WITNESSETH:  Grantor hereby irrevocably grants and conveys to Trustee in trust, 
with power of sale, the following described real property (the “Property”) in Spokane 
County, Washington: 
 

LOT 4 IN BLOCK 13 OF KAUFMAN’S ADDITION, SPOKANE FALLS, AS PER 
PLAT THEREOF RECORDED IN VOLUME “A” OF PLATS, PAGE 131; 
 
IN THE CITY OF SPOKANE, SPOKANE COUNTY, WASHINGTON.  
 
APN:  35211.1305 
PROPERTY ADDRESS:  2418 EAST 1ST AVENUE, SPOKANE, WA  99202 
 

which real property is not used principally for agricultural or farming purposes, 
together with all the tenements, hereditaments, easements, fixtures and 
appurtenances now or hereafter thereunto belonging or in any way appertaining, and 
the rents, issues, and profits thereof. 
 
This Deed of Trust is for the purpose of securing performance of each agreement of 
Grantor herein contained and as further contained in the Loan Agreement, Covenant 
Agreement, and Promissory Notes, secured by this Deed of Trust, and for the purpose 
of securing payment of the sum of TWO HUNDRED FORTY-FIVE THOUSAND AND 
NO/100 DOLLARS ($245,000.00) with interest, in accordance with the terms of two 
Promissory Notes of even date herewith, payable to Beneficiary, and made by Grantor, 
and all renewals, modifications, and extensions thereof, and also such further sums 
as may be advanced or loaned by Beneficiary to Grantor, or any of his/her/their 
successors or assigns, together with interest thereon at such rate as shall be agreed 
upon.  This Deed of Trust also secures to Beneficiary: (a) the payment of other sums, 
with interest, advanced to protect the security of this Deed of Trust; and (b) the 
performance of Grantor’s covenants and agreements under this Deed of Trust and the 
Promissory Notes, Covenant Agreement and Loan Agreement of even date herewith.  
  

GRANTOR COVENANTS that Grantor is lawfully seized of the estate hereby 
conveyed and has the right to grant and convey the Property that the Property is 
unencumbered, except for encumbrances of record.  Grantor warrants and will defend 
the title to the Property against all claims and demands, subject to any prior 
encumbrances of record. 
  

COVENANTS: Grantor and Beneficiary covenant and agree as follows: 
  
1. PAYMENT OF PRINCIPAL AND INTEREST; PREPAYMENT AND LATE 

CHARGES.  Grantor shall promptly pay when due the principal of and interest on the 
debt evidenced by the Promissory Notes and any late charges due under the 
Promissory Notes. 
  
2.  APPLICATION OF PAYMENTS.  Unless applicable law provides otherwise, all 
payments received by Beneficiary under Paragraph 1 shall be applied: first, to any late 
charges due under the Promissory Notes; second, to interest; and third, to principal 
due under the Promissory Notes. 
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3.  CHARGES; LIENS.  Grantor shall pay all taxes, assessments, charges, fines, and 
impositions attributable to the Property, which may attain priority over this Deed of 
Trust, including utility charges, whether or not reflected in a recorded lien.  Grantor 
shall pay these obligations on time directly to the person or entity owed payment. 
Grantor shall promptly furnish to Beneficiary upon request copies of all notices of 
amounts to be paid under this Paragraph.  If Grantor makes these payments directly, 
Grantor shall promptly furnish to Beneficiary upon request receipts evidencing the 
payments.  Grantor shall promptly discharge any lien which has priority over this 
Deed of Trust unless: (a) Grantor agrees in writing to the payment of the obligation 
secured by the lien in a manner acceptable to Beneficiary; (b) Grantor contests in good 
faith the lien in legal proceedings, or defends against enforcement of the lien in legal 
proceedings, which, in the Beneficiary's opinion, operate to prevent the enforcement of 
the lien; or (c) Grantor secures from the holder of the lien an agreement satisfactory to 
Beneficiary subordinating the lien to this Deed of Trust, or (d) Beneficiary has 
executed an agreement subordinating its interest.  If Beneficiary determines that any 
part of the Property is subject to a lien, which may attain priority over this Deed of 
Trust, Beneficiary may give Grantor a notice identifying the lien.  Grantor shall satisfy 
the lien or take one or more of the actions set forth above within ten business (10) 
days of the giving of the notice.  Should Grantor fail to pay when due any taxes, 
assessments, insurance premiums, recorded or unrecorded liens, encumbrances, or 
other charges against the Property, Beneficiary may pay the same, and the amount so 
paid, with interest at the rate set forth in the Promissory Notes secured hereby, shall 
be added to and become a part of the debt secured in this Deed of Trust. 
  
4.  HAZARD OR PROPERTY INSURANCE. A. Grantor shall keep the improvements 
now existing or hereafter erected on the Property continuously insured against loss by 
fire, hazards included within the term "extended coverage", and any other hazards, 
including floods or flooding, for which the Beneficiary requires insurance.  This 
insurance shall be maintained in the amounts and for the periods that Beneficiary 
requires in order to maintain adequate protection for the Property, but no act or 
omission by the Beneficiary shall relieve Grantor of the primary duty to procure 
adequate insurance.  In no event shall such insurance be less than the full 
replacement cost of the Property (i.e., 100% of replacement cost).  The insurance 
carrier providing the insurance shall be chosen by the Grantor subject to Beneficiary's 
approval.  All policies shall be held by the Beneficiary, and have loss payable first to 
the Beneficiary, as its interest may appear, and then to the Grantor.  If Grantor fails to 
maintain coverage as described above, Beneficiary may, at Beneficiary's option, obtain 
coverage to protect Beneficiary's rights in the Property in accordance with Paragraph 
7. 
 

B.   All insurance policies and renewals shall be acceptable to Beneficiary and shall 
include a standard mortgage clause.  If Beneficiary requires, Grantor shall promptly 
give to Beneficiary all receipts of paid premiums and renewal notices.  In the event of 
loss, Grantor shall give prompt notice to the insurance carrier and to Beneficiary.  
Beneficiary may make proof of loss if not made promptly by Grantor. 
  
C.   Unless Beneficiary and Grantor otherwise agree in writing, insurance proceeds 
shall be applied to restoration or repair of the Property damaged, if the restoration or 
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repair is economically feasible and Beneficiary's security is not lessened thereby.  If 
the restoration or repair is not economically feasible or if Beneficiary's security would 
be lessened, the insurance proceeds shall be applied to the sums secured by this Deed 
of Trust, whether or not then due, with any excess paid to Grantor.  If Grantor 
abandons the Property or does not answer within thirty (30) days notice from the 
Beneficiary that the insurance carrier has offered to settle a claim, then Beneficiary 
may collect the insurance proceeds.  Beneficiary may, in its sole discretion, use the 
proceeds to restore or repair the Property or to pay sums secured by this Deed of 
Trust, whether or not then due.  The 30-day period will begin when the notice is given.  
Such application of proceeds by the Beneficiary shall not cause discontinuance of any 
proceedings to foreclose this Deed of Trust.  In the event of foreclosure, all rights of the 
Grantor in insurance policies then in force shall pass to the purchaser at the 
foreclosure sale. 
  
D.   Unless Beneficiary and Grantor otherwise agree in writing, any application of 
insurance proceeds to principal shall not extend or postpone the due date of the 
monthly payments referred to in Paragraph 1 or change the amount of the payments.  
If under Paragraph 20, the Property is acquired by Beneficiary, Grantor's right to any 
insurance policies or proceeds resulting from damage to the Property prior to the 
acquisition shall pass to Beneficiary to the extent of the sums secured by this Deed of 
Trust immediately prior to the acquisition. 
  
5.  FLOOD INSURANCE.  If the Property is located in a one hundred year FEMA Flood 
Zone, Grantor shall maintain flood insurance throughout the term of the Loan in an 
amount not less than the total amount of the Loan or the maximum amount of 
coverage available through the National Flood Insurance Program, furnishing proof of 
same upon request by Beneficiary. 
  
6.  OCCUPANCY, PRESERVATION, MAINTENANCE AND PROTECTION OF THE 
PROPERTY; LOAN APPLICATION; LEASEHOLDS.  Grantor shall cause the Property 
to be occupied, established, and used as decent, safe, sanitary and affordable housing 
for low-income families pursuant to the HOME Investment Partnerships Program (24 
CFR part 92 et seq.) throughout the term of the loan as described in the Promissory 
Notes and Covenant Agreement.  Grantor covenants and agrees to keep the Property in 
good condition and repair, to permit no waste thereof, to complete any building, 
structure, or improvement being built now or hereafter thereon, to restore or replace 
promptly any building, structure, or improvement thereon which may be damaged or 
destroyed, and to comply with all laws, ordinances, regulations, covenants, conditions, 
and restrictions affecting the Property.  Grantor shall be in default if any forfeiture 
action or proceeding, whether civil or criminal, is begun that in Beneficiary's good faith 
judgment could result in forfeiture of the Property or otherwise materially impair the 

lien created by this Deed of Trust or Beneficiary's security interest.  Grantor may cure 
such a default and reinstate, as provided in Paragraph 17 by causing the action or 
proceeding to be dismissed with a ruling that, in Beneficiary's good faith 
determination, precludes forfeiture of Grantor's interest in the Property or other 
material impairment of the lien created by this Deed of Trust or Beneficiary's security 
interest.  Grantor shall also be in default if Grantor, during the loan application 
process, gave materially false or inaccurate information or statements to Beneficiary 
(or failed to provide Beneficiary with any material information) in connection with the 
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loan evidenced by the Promissory Notes.  If this Deed of Trust is on a leasehold, 
Grantor shall comply with all the provisions of the lease.  If Grantor acquires fee title 
to the property, the leasehold and the fee title shall not merge unless Beneficiary 
agrees to the merger in writing. 
  
7.  PROTECTION OF BENEFICIARY'S RIGHTS IN THE PROPERTY.  A.  If Grantor 
fails to perform the covenants and agreements contained in this Deed of Trust, the 
Loan Agreement and/or the Covenant Agreement, or there is a legal proceeding which, 
in the Beneficiary’s good faith judgment, may affect Beneficiary's rights in the Property 
(including but not limited to proceedings in bankruptcy, probate, for condemnation or 
forfeiture, or to enforce laws or regulations), then Beneficiary shall have the right to 
take whatever action it deems reasonably necessary and appropriate to protect the 
value of the Property and Beneficiary's rights in the Property.  Although Beneficiary 
may take action under this Paragraph 7, Beneficiary is not obligated to do so. 
  
B.   Any amounts caused to be disbursed by Beneficiary under this Paragraph 7 
shall become additional debt secured by this Deed of Trust. Unless Grantor and 
Beneficiary agree to other terms of payment, these amounts shall bear interest from 
the date of disbursement at the Promissory Notes rates and shall be payable with 
interest upon notice from Beneficiary to Grantor requesting payment. 
  
C.   Grantor covenants and agrees to defend any action or proceeding purporting to 
affect the security hereof or the rights or powers of Beneficiary or Trustee, and to pay 
all costs and expenses, including the cost of title search and any and all attorney’s 
fees actually incurred, in any such action or proceeding, and in any suit brought by 
Beneficiary to foreclose this Deed of Trust. 
  
D.   Grantor further covenants and agrees to pay any and all costs, fees, and 
expenses in connection with this Deed of Trust, including the expenses of the Trustee 
incurred in enforcing the obligations secured hereby and Trustee’s and attorney’s fees 
actually incurred, as provided by statute. 
  
8.  INSPECTIONS. Beneficiary or its agent may make reasonable entries upon and 
inspections of the Property, subject to all applicable landlord/tenant laws.  Beneficiary 
shall give Grantor notice at least 24 hours prior to an inspection; provided, however, 
such right to notice does not apply to Beneficiary when acting it its regulatory capacity 
or when exercising its police powers. 
  
9.  CONDEMNATION.  A.  The proceeds of any award or claim for damages, direct or 
consequential, in connection with any condemnation or other taking of the Property or 
any part thereof, or for conveyance in lieu of condemnation, are hereby assigned and 

shall be paid to Beneficiary.  In the event of a total taking of the Property, the proceeds 
shall be applied to the sums secured by this Deed of Trust and other liens as approved  
by the Beneficiary, whether or not then due, with any excess paid to Grantor. In the 
event of a partial taking of the Property in which the fair market value of the Property 
immediately before the taking is equal to or greater than the amount of the sums 
secured by this Deed of Trust immediately before the taking, unless Grantor and 
Beneficiary otherwise agree in writing, the sums secured by this Deed of Trust shall be 
reduced by the amount of the proceeds multiplied by the following fraction: (i) the total 
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amount of the sums secured immediately before the taking, divided by (ii) the fair 
market value of the Property immediately before the taking.  Any balance shall be paid 
to Grantor.  In the event of a partial taking of the Property in which the fair market 
value of the Property immediately before the taking is less than the amount of the 
sums secured immediately before the taking, unless Grantor and Beneficiary 
otherwise agree in writing or unless applicable law otherwise provides, the proceeds 
shall be applied to the sums secured by this Deed of Trust whether or not the sums 
are then due.   
  
B.   If the Property is abandoned by Grantor, or if, after notice by Beneficiary to 
Grantor that the condemnor offers to make an award or settle a claim for damages, 
and Grantor fails to respond to Beneficiary within thirty (30) days after the date the 
notice is given, Beneficiary is authorized to collect and apply the proceeds, at its 
option, either to restoration or repair of the Property or to the sums secured by this 
Deed of Trust, whether or not then due. 
  
C.   Unless Beneficiary and Grantor otherwise agree in writing, any application of 
proceeds to principal shall not extend or postpone the due date of the monthly 
payments referred to in Paragraph 1 or change the amount of such payments. 
  
10.  GRANTOR NOT RELEASED; FORBEARANCE BY BENEFICIARY NOT A 
WAIVER.  Extension of the time for payment or modification of amortization of the 
sums secured by this Deed of Trust granted by Beneficiary to any successor in interest 
of Grantor shall not operate to release the liability of the original Grantor or of 
Grantor's successors in interest.  Beneficiary shall not be required to commence 
proceedings against any successor in interest or refuse to extend time for payment or 
otherwise modify amortization of the sums secured by this Deed of Trust by reason of 
any demand made by the original Grantor or Grantor's successors in interest.  Any 
forbearance by Beneficiary in exercising any right or remedy shall not be a waiver of or 
preclude the exercise of any right or remedy. 
  
11.  SUCCESSORS AND ASSIGNS BOUND; JOINT AND SEVERAL LIABILITY; 
CO-SIGNERS. The covenants and agreements of this Deed of Trust shall bind and 
benefit the successors and assigns of Beneficiary and Grantor, except as otherwise 
provided for in this Deed of Trust.  Grantor’s covenants and agreements shall be joint 
and several.  
  
12.  LOAN CHARGES.  If the loan secured by this Deed of Trust is subject to a law 
which sets maximum loan charges, and that law is finally interpreted so that the 
interest or other loan charges collected or to be collected in connection with the loan 
exceed the permitted limits, then: (i) any such loan charge shall be reduced by the 

amount necessary to reduce the charge to the permitted limit, and; (ii) any sums 
already collected from Grantor which exceeded permitted limits will be refunded to 
Grantor.  Beneficiary may choose to make this refund by reducing the principal owed 
under the Promissory Notes or by making a direct payment to Grantor.  If a refund 
reduces principal, the reduction will be treated as a partial prepayment without any 
prepayment charge under the Promissory Notes. 
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13.  NOTICES.  Grantor shall promptly give Beneficiary written notice of any and all 
Project defaults (regardless of whether the default is related to the financing provided 
by Beneficiary and the various agreements governing the terms of such financing, or 
whether the default is related to any of the various other parties or entities providing 
financing to the Project under their various agreements), investigations, claims, 
demands, lawsuits, licensing issues relating to the operation of the building or care 
facility, or other actions by any governmental or regulatory agency or private party 
involving the Property, and any hazardous substance or Environmental Law (as 
defined in Paragraph 19 of this Deed of Trust) of which Grantor has actual or 
constructive knowledge. Any notice provided for in this Deed of Trust shall be given 
pursuant to the procedures outlined in the Loan Agreement.  
 
14.  GOVERNING LAW; SEVERABILITY.  This Deed of Trust shall be governed by 
federal law and the laws of the State of Washington.  In the event that any provisions 
of this Deed of Trust or the Promissory Notes conflict with applicable law, such conflict 
shall not affect other non-conflicting provisions of this Deed of Trust or the Promissory 
Notes, which shall continue in full force and effect. 
  
15.  GRANTOR'S COPY.  Grantor hereby acknowledges receipt of a conformed copy of 
the Loan Agreement, Covenant Agreement, Promissory Notes, and of this Deed of 
Trust. 
  
16.  TRANSFER OF THE PROPERTY OR A BENEFICIAL INTEREST IN GRANTOR.  
A.  Except as provided in the Promissory Notes, if all or any part of the Property or any 
interest in it is sold or transferred (or if a beneficial interest of Grantor is sold or 
transferred and Grantor is not a natural person) without Beneficiary's prior written 
consent, or if any other default occurs under this Deed of Trust, the Promissory Notes, 
the Loan Agreement or the Covenant Agreement, Beneficiary may, at its option, 
require immediate payment in full of all sums secured by this Deed of Trust.  However, 
this option shall not be exercised by Beneficiary if exercise is prohibited by federal law 
as of the execution date of this Deed of Trust.  By accepting payment of any sum 
secured by this Deed of Trust after payment is due, Beneficiary does not waive the 
right to require prompt payment when due of all other sums so secured or to declare 
default for failure to so pay. 
  
B.   If Beneficiary exercises the above option, Beneficiary shall give Grantor notice of 
acceleration.  The notice shall provide a cure period of not less than thirty (30) days 
from the date the notice is delivered or mailed within which Grantor must pay all 
sums secured by this Deed of Trust.  If Grantor fails to pay these sums prior to the 
expiration of this period, Beneficiary may invoke any and all remedies permitted by 
this Deed of Trust without further notice or demand on Grantor. 

 
17.  GRANTOR'S RIGHT TO REINSTATE FOLLOWING ACCELERATION.  If 
Grantor meets the conditions outlined in this paragraph, Grantor shall have the right 
to have enforcement by acceleration of this Deed of Trust discontinued at any time 
prior to the earlier of: (i) 10 days (or such other period as applicable law may specify 
for reinstatement) before sale of the Property pursuant to any power of sale contained 
in this Deed of Trust; or (ii) entry of a judgment enforcing this Deed of Trust.  The 
conditions which Grantor must meet are that Grantor shall: pay Beneficiary all sums 
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which then would be due under this Deed of Trust and the Promissory Notes as if no 
acceleration had occurred; cure any default of any other covenants or agreements; pay 
all expenses incurred in enforcing this Deed of Trust, including, but not limited to, 
reasonable attorneys' fees, and; take such action as Beneficiary may reasonably 
require to assure that the lien of this Deed of Trust, Beneficiary's rights in the 
Property, and Grantor's obligation to pay the sums secured by this Deed of Trust 
continue unchanged.  Upon reinstatement by Grantor, this Deed of Trust and the 
obligations secured hereby shall remain fully effective as if no acceleration had 
occurred.  However, this right to reinstate shall not apply in the case of acceleration 
caused by Grantor's selling or transferring all or any part of the Property or any 
interest in it (or if a beneficial interest of Grantor is sold or transferred and Grantor is 
not a natural person) without Beneficiary's prior written consent.   
  
18.  NO FURTHER ENCUMBRANCES.  A. For the purposes of protecting Beneficiary's 
security and keeping the Property free from junior and subordinate financing liens, 
Grantor agrees and understands that any sale, conveyance, further encumbrance 
(including the granting of easements and any and all other matters affecting title or 
other transfer of title to the Property, or any interest therein (whether voluntary or by 
operation of law), without Beneficiary's prior written consent, shall be an Event of 
Default under this Deed of Trust. 
 
B.   Notice is hereby given to all third parties that any mortgage or other Deed 
of Trust that they may receive against the Property without the prior written 

approval and acknowledgment of the Beneficiary of this Deed of Trust shall be 
null and void and without force or effect. 

  
19.  HAZARDOUS SUBSTANCES; REPRESENTATIONS AND WARRANTY.  A. 
Grantor shall not cause or permit the presence, use, disposal, storage, or release of 
any Hazardous Substances (as defined in this Paragraph 19) on or in the Property, 
except for the presence, use, storage and disposal of reasonable quantities of such 
Hazardous Substances as are generally used in the ordinary course of operating, 
maintaining or developing properties such as the Property, all of which Indemnitor 
represents, warrants and covenants shall be used, stored and disposed of in 
accordance with commercially reasonable practices and all applicable laws.  Grantor 
shall not perform any act, nor allow, cause or permit the performance of any act, 
affecting the Property when such act constitutes a violation of any federal, state, or 
local Environmental Law, ordinance, or rule.  As used in this Paragraph 19, 
"Environmental Law" means federal laws, state laws and local codes, laws, and/or 
ordinances of the jurisdiction where the Property is located that relate to health, 
safety, or environmental protection. 
  

B.   Grantor shall promptly give Beneficiary written notice of any investigation, 
claim, demand, lawsuit, or other action by any governmental or regulatory agency or 
private party involving the Property, and any hazardous substance or Environmental 
Law of which Grantor has actual knowledge.  If Grantor learns, or is notified by any 
governmental or regulatory authority, that any removal or other remediation of any 
hazardous substance affecting the Property is necessary, Grantor shall promptly take 
all necessary remedial actions in accordance with Environmental Law and shall bear 
all costs and expenses thereof. 
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C.  The Grantor hereby represents and warrants that, to the best of the Grantor’s 
knowledge and belief, and after reasonable investigation and inquiry, the Project has 
never been and is not being used to make, store, handle, treat, dispose of, generate, or 
transport Hazardous Substances in violation of any applicable law, which Hazardous 
Substances have not been or will not be abated according to all applicable law and 
regulations related thereto prior to tenant occupancy of the rehabilitated project.  To 
the best of Grantor’s knowledge and belief, and after reasonable investigation and 
inquiry, there has not been a release of Hazardous Substances on, from, or near the 
Property, which release has not been or will not be abated to levels acceptable under 
all applicable law and regulations related thereto prior to tenant occupancy of the 
rehabilitated project.  The Grantor has never received any notification, citation, 
complaint, violation, or notice of any kind from any person relating or pertaining to the 
making, storing, handling, treating, disposing, generating, transporting, or release of 
Hazardous Substances, for which there has not been or will not be abatement to levels 
acceptable under all applicable law and regulations related thereto prior to tenant 
occupancy.  Grantor represents and warrants that any asbestos and lead-based paint 
found within the Project will be abated to levels acceptable under applicable law prior 
to tenant occupancy of the rehabilitated project.  “Hazardous Substances” means (i) 
any “hazardous waste” as defined by the Resource Conservation and Recovery Act of 
1976 (42 U.S.C. § 6901, et seq.), as amended from time to time, and regulations 
promulgated thereunder; (ii) any “hazardous substance” as defined by the 
Comprehensive Environmental Response, Compensation and Liability Act of 1980 (42 
U.S.C. § 9601, et seq.), as amended from time to time, and regulations promulgated 
thereunder; (iii) “oil, petroleum products and their by-products” as defined under 
Washington law as amended from time to time, and regulations promulgated 
thereunder; (iv) any “hazardous substance” as defined under Washington law, as 
amended from time to time, and regulations promulgated thereunder; (v) any 
“asbestos material” as defined under Washington law, as amended from time to time, 
and regulations promulgated thereunder and/or as defined by 40 C.F.R. Section 
61.141, as amended from time to time; (vi) any “radon gas” in excess of levels 
recommended in U. S. Environmental Protection Agency Guidance Documents, as 
modified from time to time, or lower levels as provided by any applicable law or 
regulation now or hereafter in effect; (vii) any “infectious waste” as defined under 
Washington law, as amended from time to time, and regulations promulgated 
thereunder; (viii) any substance the presence of which on any property attributable to 
the operations of the Grantor is prohibited, restricted or regulated by any law or 
regulation similar to those laws, regulations and/or documents set forth above, 
including without limitation, polychlorinated biphenyls (“PCBs”) and lead-based 
paints; and (ix) any other substance which by law or regulation requires special 
handling in its collection, generation, storage, transportation, treatment or disposal.  

 
 20.  ACCELERATION: REMEDIES.  A.  Beneficiary shall give notice to Grantor prior 
to acceleration, following Grantor’s breach of any covenant or agreement noted in this 
Deed of Trust, the Loan Agreement, or the Covenant Agreement.  The notice shall 
specify: (a) the nature of the default; (b) the action required to cure the default; (c) a 
date, not less than thirty (30) days from the date the notice is given to Grantor, by 
which the default must be cured; and (d) that failure to cure the default on or before 
the date specified in the notice may result in acceleration of the sums secured by this 
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Deed of Trust and sale of the Property at public auction to the highest bidder, in 
accordance with the Deed of Trust Act of the State of Washington (RCW 61.24 or as 
hereafter amended).  The notice shall further inform Grantor of applicable rights to 
reinstate after acceleration, rights to bring a court action to assert the nonexistence of 
a default or any other defense Grantor wishes to assert prior to acceleration and sale, 
and of any other matters required by applicable law to be included in the notice.  If the 
default is not cured on or before the date specified in the notice, Beneficiary, at its 
option, may require immediate payment in full of all sums secured by this Deed of 
Trust without further demand and may invoke the power of sale and any other 
remedies permitted under the Loan Agreement, the Covenant Agreement, the 
Promissory Notes, this Deed of Trust or by applicable law. Beneficiary shall be entitled 
to collect from Grantor all expenses incurred in pursuing the remedies provided in this 
Paragraph 20, including, but not limited to, attorneys' fees and costs of title evidence.   
  
B.   If Beneficiary invokes the power of sale, Beneficiary shall give written notice to 
Trustee of the occurrence of an event of default.  Upon instruction from the 
Beneficiary to do so, Trustee shall cause the trust Property to be sold, in accordance 
with the Deed of Trust Act of the State of Washington, at public auction to the highest 
bidder. Beneficiary or its designee may purchase the Property at any sale.  Trustee 
and Beneficiary shall take such action regarding notice of sale and shall give such 
notices to Grantor and to other persons as applicable law may require.  
  
C.   Trustee shall deliver to the purchaser a Trustee's Deed conveying the Property 
without warranty, expressed or implied.  The recitals in the Trustee's deed shall be 
prima facie evidence of the truth of the statements made therein.  Trustee shall apply 
the proceeds of the sale in the following order: (a) to all expenses of the sale, including, 
but not limited to, reasonable Trustee's and attorneys' fees; (b) to all sums secured by 
this Deed of Trust; and (c) any excess to the person or persons legally entitled to it or 
to the clerk of the superior court of the county in which the sale took place. 
  
D.   The power of sale conferred by this Deed of Trust and by the Deed of Trust Act 
of the State of Washington is not an exclusive remedy.  Beneficiary may cause this 
Deed of Trust to be foreclosed as a mortgage. 
  
21.  RECONVEYANCE.  Upon payment of all sums secured by this Deed of Trust, 
Beneficiary shall request Trustee to reconvey the Property to the person entitled 
thereto and shall surrender this Deed of Trust and all Promissory Notes evidencing the 
debt secured by this Deed of Trust to Trustee.  Trustee shall reconvey the Property 
without warranty and without charge to the person or persons legally entitled to it.  
Such person or persons shall pay any recordation costs. 
  

22.  SUBSTITUTE TRUSTEE.  In the event of the death, incapacity, disability, or 
resignation of Trustee, or at Beneficiary’s reasonable discretion, Beneficiary may 
appoint in writing a successor trustee, and upon the recording of such appointment in 
the mortgage records of the county in which this Deed of Trust is recorded, the 
successor trustee shall be vested with all powers of the original trustee.  The trustee is 
not obligated to notify any party hereto of pending sale under any other Deed of Trust 
or of an action or proceeding in which Grantor, Trustee, or Beneficiary shall be a party 
unless such action or proceeding is brought by the Trustee. 
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23.  USE OF PROPERTY.  The Property is not used principally for agricultural or 
farming purposes. 
  
24.  BINDING EFFECT.  This Deed of Trust applies to, inures to the benefit of, and 
is binding not only on the parties hereto, but on his/her/their heirs, devisees, 
legatees, administrators, executors, and assigns.  The term “Beneficiary” shall mean 
the holder and owner of the Promissory Notes secured hereby, whether or not named 
as Beneficiary herein. 
 
25.  ORAL AGREEMENTS OR ORAL COMMITMENTS. ORAL AGREEMENTS OR 
ORAL COMMITMENTS TO LOAN MONEY, TO EXTEND CREDIT, TO MODIFY OR 
AMEND ANY AGREEMENT TERMS, TO RELEASE ANY GUARANTOR, TO FORBEAR 
FROM ENFORCING REPAYMENT OF A DEBT OR FORBEAR FROM EXERCISING ANY 
REMEDIES, OR TO MAKE ANY OTHER FINANCIAL ACCOMMODATION RELATED TO 
THIS INSTRUMENT ARE NOT ENFORCEABLE UNDER WASHINGTON LAW. 
  

BY SIGNING BELOW, Grantor accepts and agrees to the terms and covenants 
contained in this Deed of Trust and in any riders executed by Grantor and recorded 
with it. 

  
IN WITNESS WHEREOF, the Parties have executed this Deed of Trust as of the 

day and year first written above.   
 
 
 
BASALT ROCK, LLC 
 

 
 
By:         Date:       
 Konstantin Y. Vasilenko, Member 
 
 
 
 
By:         Date:       
 Tatyana A. Vasilenko, Member 
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STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 On this _____ day of    , 2018, personally appeared before me 
Konstantin Y. Vasilenko, to me known to be a Member of Basalt Rock, LLC, a 
Washington limited liability company that executed the within and foregoing 
instrument, and acknowledged the said instrument to be the free and voluntary act 
and deed of said person and the Grantor, for the uses and purposes therein 
mentioned, and on oath stated that he was authorized to execute the said instrument.  
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       
NOTARY PUBLIC, in and for the State of  
Washington, residing at    
My Commission expires    
  
 
 
 
 
 On this _____ day of    , 2018, personally appeared before me 
Tatyana A. Vasilenko, to me known to be a Member of Basalt Rock, LLC, a 
Washington limited liability company that executed the within and foregoing 
instrument, and acknowledged the said instrument to be the free and voluntary act 
and deed of said person and the Grantor, for the uses and purposes therein 
mentioned, and on oath stated that she was authorized to execute the said 
instrument.  
  
 
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       
NOTARY PUBLIC, in and for the State of  
Washington, residing at    

My Commission expires    
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BENEFICIARY - CITY OF SPOKANE 
  
  
  
By:        

David A. Condon, Mayor 
 
Date:       
 
 
 
 
 
 ATTEST:     APPROVED AS TO FORM: 
  
  
By:        By:        
 Terri L. Pfister, City Clerk   Assistant City Attorney   
 
Date:       
 
 
 
STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 On this _____ day of    , 2018, personally appeared before me 
David A. Condon and Terri L. Pfister, to me known to be the Mayor and City Clerk, 
respectively, of and for the City of Spokane, Washington, the municipal corporation 
that executed the within and foregoing instrument, and acknowledged the said 
instrument to be the free and voluntary act and deed of said municipal corporation, 
for the uses and purposes therein mentioned, and on oath stated that they were 
authorized to execute the said instrument. 
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       

NOTARY PUBLIC, in and for the State of  
Washington, residing at    
My Commission expires    
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Agenda Item Name 1680 BASALT ROCK, LLC - EAST 7TH AVE DUPLEX
Agenda Wording

Loan Agreement & other documents with Basalt Rock, LLC for the demolition of a house and construction of a 
duplex at 2413 East 7th Ave - $175,000 HOME funds (East Central neighborhood)

Summary (Background)

The City receives HOME grants from HUD for rental housing projects affordable to low-income households. 
The loan agreement requires that one 3-bedroom unit benefit households with incomes at or below 50% of 
area median income (AMI) and one 3-bedroom unit benefit households at or below 30% AMI for at least 20 
years. A $37.5k loan will be repaid and a $137.5k loan will be deferred 20 years and is potentially forgivable, if 
affordability extends another 10 years. The City is contributing the lot.

Fiscal Impact Grant related?
Public Works? NO

Budget Account

Expense $ 175,000 HOME # 1710 95846 51010 54201 99999                                                   
HOMESelect $ # 

Select $ # 
Select $ # 
Approvals Council Notifications
Dept Head KEENAN, KELLY Study Session UE 2/12/18
Division Director KINDER, DAWN Other CHHS Board 11/1/17
Finance HUGHES, MICHELLE Distribution List
Legal SZAMBELAN, TIM nbond, swilson, sstopher, sbrown, cbrown,
For the Mayor DUNIVANT, TIMOTHY mdoval, kkeenan, msharts
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Continuation of Wording, Summary, Budget, and Distribution

Agenda Wording

Summary (Background)

unserviceable PPE and possible additional purchases in the event SFD requires a second recruit academy in the 
fall of 2018.

Fiscal Impact Budget Account
Select $ # 
Select $ # 
Distribution List



PROPOSED BUDGET

BASALT ROCK, LLC
EAST 7th AVENUE DUPLEX

Title/recording 790 Sponsor 62,420
Demolition 6,000
Construction 197,915 City HOME deferred 137,500
Contingency 27,815 City HOME amortizing 37,500
Plans/specs 300
Permits 3,600
Builder’s risk insurance 1,000

TOTAL $237,420 TOTAL $237,420

The project includes the demolition of an existing house and construction of a duplex with 2 three-
bedroom units.  The new units will have luxury vinyl tile (LVT) or carpeting on floors, granite counter 
tops, LED lighting, in-floor heat and a split system heater/air conditioner, asphalt shingles, concrete back 
porch, laundry room, garage, vinyl windows, and energy-efficient water heater and appliances.  The units 
are expected to have about 1,380 sf.  

HOME funds may be used for architectural and engineering and other professional series costs incurred 
within 24 months before commitment. 

Budget does not include land, which is being donated by the City.  Its 2018 assessed value is $88,000.  
The existing house is vacant and will be demolished.
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DRAFT 
OPR #2018-_____         
 

CITY OF SPOKANE 
BASALT ROCK, LLC 

 
EAST 7TH AVENUE DUPLEX 

 

HOME PROGRAM LOAN AGREEMENT 
 
 This HOME Program Loan Agreement (the “Loan Agreement”) is made effective 
this ___ day of      2018 (“Effective Date”), by and between the 
City of Spokane, Washington, a Washington  municipal corporation (the “City”), whose 
address is City of Spokane, c/o Community, Housing, and Human Services 

Department  (the “Department”), 808 W. Spokane Falls Blvd., Room 650, Spokane, WA 
99201, and Basalt Rock, LLC, a Washington limited liability company (the 
“Borrower”), whose address is 14 East Mission Avenue, #3, Spokane, WA 99202.  
Borrower and City are together referenced as the “Parties”.  This Loan Agreement is 
part of a transaction further reflected in two Promissory Notes (“Note 1” and “Note 2”, 
or, collectively, the “Notes”) and a HOME Program Loan Covenant Agreement 
(“Covenant Agreement”).  The City’s disbursements under the Loan Agreement are 
further secured by a Deed of Trust of even date herewith (“Deed of Trust”).  The terms 
of said documents are incorporated herein as if fully set forth herein, and together 
shall be referenced as the “Related Documents.”  The capitalized terms in said 
documents shall have the same meaning in this Loan Agreement unless the context 
clearly suggests otherwise.  In the event of conflict in the terms of any of these 
documents, the terms most favorable to the City shall apply. 
  
 WITNESSETH: The Parties hereby agree to diligently fulfill the following duties 
and to perform the following services in accordance with all of the conditions, terms, 
and requirements of this Loan Agreement. 
  
I.  PURPOSE 
 
A. The purpose of this Loan Agreement is to expand the supply of decent, safe, 

sanitary, and affordable housing for very low-income and extremely low-income 
households  pursuant to the HOME Investment Partnerships Program (24 CFR 
part 92 et seq., CFDA #14.239) (“HOME”).   

  
B. To accomplish the purpose of this Loan Agreement, the City shall provide a 

portion of the financing for the Borrower’s East 7th Avenue Duplex project, 

which includes the demolition of a house and construction of 2 units at 2413 
East 7th Avenue in Spokane, WA (the “Project”).  The legal description of the 
Project is: 

 
 LOT 10, BLOCK 4, MAP OF ALTAMONT, AS PER PLAT RECORDED IN 

VOLUME “A” OF PLATS, PAGE(S) 172 AND 173; 
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 SITUATE IN THE CITY OF SPOKANE, COUNTY OF SPOKANE, STATE OF 
WASHINGTON.  

 
Assessor's Parcel Number:  35214.0410 
Property Address:  2413 East 7th Avenue, Spokane, WA  99202  
 

The Project includes two (2) HOME-assisted, three-bedroom units.  Borrower 
shall provide the City with the address (e.g., street address and apartment 
number) of each HOME-assisted unit no later than the time of initial 
occupancy.     
 

C. The Project is expected to conform to the estimates noted in the Project Budget, 
attached hereto as “Attachment 1” and incorporated herein.  All additional costs 
over and above the sum noted as compensation for this Loan Agreement shall 
be borne by the Borrower. 

  
II.  DURATION OF THE LOAN AGREEMENT 
  
 This Loan Agreement shall commence and be effective on the Effective Date and 
shall terminate on the later of the end of the HOME Affordability Period or full 
repayment and/or forgiveness of sums due under the Notes.  The City and Borrower, 
upon mutual agreement, shall have the power to extend the term of this Loan 
Agreement.  Any extension shall not increase the overall dollar amount loaned by the 
City pursuant to this Loan Agreement. 
 
III.  AMOUNT OF LOAN 
  

The City shall loan the Borrower a sum not to exceed ONE HUNDRED 

SEVENTY-FIVE THOUSAND AND NO/100 DOLLARS ($175,000.00) from HOME 
funds, to be disbursed as provided herein, subject to the terms and conditions of this 
Loan Agreement and Related Documents.   
  
IV.  PRICING 
  
 This loan is subject to interest on the outstanding principal balance loaned at 
the rate of three percent (3%) per annum, such interest commencing on the time of 
disbursement(s) and compounding monthly or during the loan term.  Payments shall 
be made pursuant to the Notes and Section XV herein below.  If rents for any HOME-
assisted in the Project are increased above the level of the Affordability Requirements 
defined in this Loan Agreement or any other provisions, covenants, terms, conditions 
or restrictions of this Loan Agreement are not adhered to, then the rate on the 

outstanding balance shall be increased to the prevailing prime lending rate as 
published in The Wall Street Journal, plus three percent (3%) for the remaining term 
of the loan, compounded monthly, and may be subject to accelerated repayment 
pursuant to XV.B. herein below.  
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V.  SECURITY/SUPPORT 
  
A. Borrower shall assure and maintain the City’s security position on the 

underlying real estate as evidenced by the Deed of Trust, which will be superior 
to other financial liens.  The sum of all loans against the Project, including the 
City’s, cannot exceed ninety percent (90%) of the lesser of appraised value or 
estimated value upon completion, or cost.  

  
B. The Affordability Requirement outlined in this Loan Agreement shall be 

recorded as a covenant running with the Project, and shall apply without 
regard to the term of any loan or mortgage or transfer of ownership. 

   
C. Borrower shall keep in force, continuously, insurance covering the Project and 

property legally described above, listing the City of Spokane as policy 
beneficiary, pursuant to Section IX of this Loan Agreement. 

 
VI.  FUNDING DISBURSEMENTS 
  
A. The timing and disbursement of HOME funds shall be determined by the City in 

its sole discretion, consistent with the provisions of this Loan Agreement.  
Without limiting the forgoing, funding disbursements are subject to the 
following conditions: 
 

1. City HOME funds shall be disbursed only after completion of all 
requirements imposed by the United States Department of Housing and 
Urban Development (“HUD”), as determined by the City in its sole 
discretion, and upon completion of an environmental review by the City. 

 
2. All funds lent under this Agreement must be utilized by May 31, 2019. 

 
3. Borrower may not request disbursement of funds until needed for 

payment of eligible project costs, as defined by 24 CFR §92.206 and as 
further defined in the Program Description of the City’s Multifamily 
Housing Program, and the amount of each request must be limited to the 
amount needed.  Architectural, engineering, or related professional 
services required to prepare plans, drawings, specifications, or work 
write-ups may be reimbursed if they were incurred not more than 24 
months before the date of this Loan Agreement.  In case of a dispute 
between the Parties regarding when the funds shall be disbursed, the 
determination of the Director of the Department of Community, Housing, 
and Human Services of the City of Spokane (“Director”) shall govern. 

 
B. Notwithstanding any other provision of this Loan Agreement, except as 

approved by the City, prior to the drawdown or disbursement of any City HOME 
funds hereunder, the Borrower shall provide documentation, in a form 
reasonably acceptable to the City, that the following actions have been taken to 
the City’s satisfaction: 
 

1. Recording of the Covenant Agreement and Deed of Trust. 
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2. The Borrower has in place all applicable construction, land use, 
environmental, zoning permits and/or other federal, state and local 
governmental approvals as necessary for undertaking the activity for which 
the specific draw request is to be used. 

3. For projects including acquisition of land and/or buildings, an appropriate 
assessment of fair market value must be reviewed and approved by the 
City. 

4. Notwithstanding any provision in this Loan Agreement, the Borrower and 
the City hereto agree and acknowledge that Borrower shall not be entitled 
to any drawdown or disbursement of funds until satisfactory completion of 
environmental review and receipt by the City of a release of funds from the 
U.S. Department of Housing and Urban Development (“HUD”) under 24 
CFR Part 58.  The Borrower and the City further agree that the provision of 
any funds to the Project shall be conditioned upon the City’s determination 
to proceed with, modify, or cancel the project based on the results of a 
subsequent environmental review.  The Borrower shall not spend any 
funds on physical or choice-limiting actions, including property 
acquisitions, demolition, movement, rehabilitation, conversion, repair, or 
construction prior to the environmental clearance as described herein.  
Violation of this provision may result in the denial of any funds under this 
Loan Agreement.  The Borrower shall perform all the required mitigation 
measures referenced in the environmental review record completed by the 
City.  

5. As applicable, the Borrower shall demonstrate, to the City’s satisfaction, 
full compliance with the minimum wage requirements set forth in Section 
XVIII herein below. 
 

C. Notwithstanding the foregoing, a retainage of ten percent (10%) of the total 
amount allocated under this Loan Agreement shall be held by the City until all 
permits have been received, final inspections are complete, a final Certificate of 
Occupancy is issued, the Borrower accepts the work, federal requirements are 
fully satisfied, and all other obligations under this Loan Agreement or related 
agreements are carried out to the satisfaction of the Director.  

 
VII.  INCOME DETERMINATIONS 
  
A. For purposes of this Loan Agreement, tenant “annual income” is defined 

pursuant to 24 CFR §92.203, and includes income from all persons in the 
household, less income adjustments pursuant to 24 CFR §5.611.  An individual 
does not qualify as a low-income family if the individual is a student who is not 
eligible to receive Section 8 assistance under 24 CFR §5.612. 

  
B. Initial tenant annual income determinations shall be made by the Borrower 

pursuant to 24 CFR §92.203.  Subsequent tenant income determinations shall 
be made by the Borrower pursuant to 24 CFR §92.203 and 24 CFR §92.252(h).  

  
C. Rent increases and annual income recertifications shall be governed by the 

terms outlined in the Affordability Requirements. 
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VIII.  AFFORDABILITY REQUIREMENTS    
 
A. HOME Affordability Period.  The HOME Affordability Period, established 

pursuant to 24 CFR §92.252, is twenty (20) years, beginning after Project 
Completion, as determined by the Director.  “Project Completion” means that all 
necessary title transfer requirements and construction work have been 
performed; the Project complies with the requirements of 24 CFR §92, including 
the property standards under 24 CFR §92.251; the final drawdown of HOME 
funds has been disbursed for the Project; and the project completion 
information has been entered in the disbursement and information system 
established by HUD, except that with respect to rental housing project 
completion, for the purposes of §92.502(d), project completion occurs upon 
completion of construction and before occupancy.  Repayment of the loan 
during the HOME Affordability Period will not extinguish the requirements of 
the Related Documents.  

 
B. City Affordability Period.  The City Affordability Period is thirty (30) years, 

beginning after Project Completion, as determined by the Director.  The HOME 
Affordability Period and City Affordability Period shall run concurrently.  
Collectively, the two periods are hereinafter referred to as the “Affordability 
Period.”  Upon expiration of the HOME Affordability Period, the City 
Affordability Period shall continue, but HUD will no longer monitor compliance 
with Affordability Requirements, unless the City Affordability Period is 
coterminous with the HOME Affordability Period.  The requirements of the 
Affordability Period and other conditions of the Related Documents shall apply, 
as long as there are funds owing under the Notes. 

 
C. Rent Limit.  During the Affordability Period, rents on one (1) of the  HOME–

assisted units shall not exceed thirty percent (30%) of the adjusted income of a 
family whose annual income equals fifty percent (50%) of Spokane area median 
income (“AMI”), as defined by HUD and adjusted for family size, unit size by 
number of bedrooms, tenant-paid utilities and tenant-supplied appliances.  In 
addition, rents on  one (1) of the HOME-assisted units shall not exceed thirty 
percent (30%) of the adjusted income of a family whose annual income equals 
thirty percent (30%) of AMI, as defined by HUD and adjusted for family size, 
unit size by number of bedrooms, tenant-paid utilities and tenant-supplied 
appliances.  Both units will have three bedrooms.   

 
 However, any HOME-assisted unit receiving federal or state project-based rental 

subsidy, where the tenant pays not more than thirty percent (30%) of the 
household’s adjusted income as a contribution toward rent, shall be limited to 

the maximum rent allowed under the federal or state project-based rental 
assistance program.   

 
 Should the HUD rents decline below the initial project rents, the Borrower’s 

rents do not need to be reduced below the initial rents.  A table of initial HOME 
rents for the Project is attached to this Loan Agreement as Attachment 2.   
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 The adjustment for tenant-paid utilities and tenant-supplied appliances is 
subject to 24 CFR §92.252.  HUD requirements include that the adjustment for 
tenant-paid utilities and tenant-supplied appliances be based on the HUD 
Utility Schedule Model, twelve (12) months of documented actual utility costs as 
acceptable to the City's Community, Housing, & Human Services Department, 
or other methods as determined by HUD.  Currently, the HUD Utility Schedule 
Model can be found at:  http://huduser.org/portal/resources/utilmodel.html.   

 
 The City will provide Borrower with information on updated HOME rent limits 

so that rents may be adjusted (not to exceed the maximum HOME rent limits 
exclusive of rent paid through project-based subsidies) in accordance with this 
Loan Agreement and §92.252(f)(2).  The Borrower must annually provide the 
City with information on rents and occupancy of HOME-assisted units to 
demonstrate compliance with the Affordability Requirements of this Loan 
Agreement.  The City will review rents for compliance and approve or disapprove 
them every year.  

 
 The Borrower must provide tenants of HOME-assisted units written notification 

of rent increases no less than 30 days prior to the beginning of the month in 
which the increase is intended to be implemented, subject to the provisions of a 
tenant’s lease agreement, pursuant to §92.252(f)(3).  

 
D. LIHTC Rent Clause.  For tenants of low-income tax credit assisted units (if low-

income housing tax credits are awarded to the Project or portions of the 
Project), any increases in rent associated with tenant income shall be governed 
solely by section 42 of the Internal Revenue Code of 1986, as amended from 
time to time.    

 
E. Upon completion of the HOME Affordability Period, if the maximum rent and 

income limits are exceeded, the loan will be subject to repayment at the higher 
interest rate as provided for in Paragraph 2 of the Promissory Notes.   

 
F. Income Limit.  At initial occupancy, tenants of one (1) HOME-assisted unit shall 

have an income not greater than fifty percent (50%) of AMI.  In addition, tenants 
of one (1) HOME-assisted unit shall have incomes not greater than thirty 
percent (30%) of AMI at initial occupancy.  If any of these tenants’ incomes 
increases to a level exceeding fifty percent (50%) of AMI, then the next available 
HOME-assisted unit shall be made available to families at or below thirty 
percent (30%) of AMI.  If the income of a tenant of a HOME-assisted unit 
increases and exceeds eighty percent (80%) of AMI, then the tenant’s rent shall 
increase to the lesser of thirty percent (30%) of the tenant’s adjusted monthly 

income or Fair Market Rent, subject to paragraph VIII.D hereof.   
 
G. Income Certifications.  All tenants' incomes shall be recertified annually by the 

Borrower.  Any applicable rent increases will be effective upon the next lease 
renewal, and are subject to thirty (30) days' written notice. 

  
H. Additional Affordability Requirements.  The Project must comply with the 

affordable housing requirements of 24 CFR §92.252. 

http://huduser.org/portal/resources/utilmodel.html
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I. Relocation.  Tenants in occupancy prior to the Project are subject to the 

provisions of the Uniform Relocation Assistance and Real Property Acquisition 
Policies Act of 1970 as amended (“URA”), 42 USC 4601 et seq. and the 
regulations promulgated thereunder.  All relocation payments and expenses 
shall be borne by the Borrower. 

 
J. Protection of Affordability Requirements – City Purchase Option.  The 

Affordability Requirements may terminate upon foreclosure or transfer in lieu of 
foreclosure at the sole election of the Director.  In the event of a pending or 
threatened foreclosure, once applicable notice and cure periods have expired, 
the City is hereby granted an option and a right of first refusal to purchase the 
Project before foreclosure or deed in lieu of foreclosure to preserve affordability.  
The City may exercise its right to purchase the Project in any reasonable 
manner following the City’s receipt of written notice of pending or threatened 
foreclosure proceedings and/or a possible deed in lieu of foreclosure, which 
notice Borrower hereby agrees to provide to City.  The purchase price shall be 
the assessed value of the Project at the time of the City’s exercise of its 
purchase rights, less any financial obligations assumed by the City at the time 
of the City’s acquisition of the Project.  The City further reserves the right to 
revive any affordability restrictions according to the original terms of this Loan 
Agreement if, during the HOME Affordability Period (as defined herein), the 
owner of record before the foreclosure, or deed in lieu of foreclosure, or any 
entity that includes the former owner or those with whom the former owner has 
or had family or business ties, obtains an ownership interest in the Project or 
property.   

 
IX.  INSURANCE 
  

The Borrower shall keep the Project and all improvements now existing or 
hereafter erected thereon continuously insured as required in the Deed of Trust, the 
Notes and the Covenant Agreement and this Loan Agreement, naming the City as 
mortgagee and/or loss payee.  The insurance requirements apply during the 
Affordability Period or during any such time as there are outstanding sums due under 
the Notes, whichever is longer.   
  
X.  PROPERTY STANDARDS 
  
A. All HOME-assisted housing under this Loan Agreement shall meet the 

requirements of 24 CFR §92.251, which includes all applicable Federal, State 
and local code requirements and housing quality standards, rehabilitation 

standards, ordinances and zoning ordinances at the time of Project completion 
and for the duration of the Affordability Period.  Where relevant, the housing 
must be constructed to mitigate the impact of potential disasters (e.g., 
earthquakes, hurricanes, flooding, and wildfires), in accordance with applicable 
State and local codes, ordinances, or other State and local requirements, or 
such other requirements as HUD may establish.   
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B. Any accessible HOME-assisted housing units under this Loan Agreement shall, 
for the duration of the Affordability Period, meet the accessibility requirements 
of 24 CFR part 8, which implements Section 504 of the Rehabilitation Act of 
1973 (29 U.S.C. 794), and Titles II and III of the Americans with Disabilities Act 
(42 U.S.C. 12131-12189) implemented at 28 CFR parts 35 and 36, as 
applicable.  Covered multifamily dwellings, as defined at 24 CFR 100.201, must 
also meet the design and construction requirements at 24 CFR 100.205, which 
implements the Fair Housing Act (42 U.S.C. 3601-3619).  The foregoing shall 
not be interpreted as limiting Borrower’s obligation to comply with accessibility 
requirements applicable to the Project as whole. 

  
C. The Borrower shall comply with the provisions of 24 CFR §92.251. 
  
XI.   ADDITIONAL MISCELLANEOUS COVENANTS 
 
Borrower shall: 
  
A. Comply with the Affordability Requirements described in this Loan Agreement 

and Related Documents. 
 
B. Maintain all required insurance, including without limitation the insurance 

required by the Deed of Trust. 
 
C. Maintain Project financial reports, Project financial records, and provide all 

other information and documentation that the City may reasonably request. 
 
D. Make prompt payment of all taxes and financial liabilities. 
 
E. Not hypothecate or encumber Project assets in any way, except to the extent 

provided for under this Loan Agreement or as approved of by the Director in 
writing.  The Director may withhold such approval at his/her reasonable 
discretion. 

 
F. Promptly provide (i) rent and tenant income information at initial tenant 

occupancy and (ii) rent, occupancy, and tenant income information annually 
throughout the term of this Loan Agreement, in accordance with this Loan 
Agreement, or as otherwise requested by the City.  If the Project has floating 
HOME units, the Borrower must provide the City with information regarding 
the unit substitution and filling vacancies so that the Project remains in 
compliance with HOME rental occupancy requirements. 

 

G. Promptly provide, upon request by the City, such documentation as is 
necessary (including financial statements) to enable the City to determine the 
financial condition and continued financial viability of the Project. 

 
H. During the Affordability Period, prohibit occupancy of any HOME-assisted unit 

by Borrower (or officer, employee, agent, elected or appointed official, or 
consultant of the Borrower, or immediate family member or immediate family 
member of an officer, employee, agent, elected or appointed official, or 
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consultant of Borrower) whether private, for-profit or nonprofit, (including a 
community housing development organization (“CHDO”) when acting as an 
owner, developer or sponsor). 

 
I. Comply with all applicable federal, state, and local regulations and 

requirements, including, but not limited to Uniform Administrative 
Requirements, Federal Labor Standards, Davis-Bacon and Related Acts, 
Uniform Relocation Act requirements applicable as of the date of the execution 
of this Loan Agreement, and the provisions of the Lead-Based Paint Poisoning 
Prevention Act.  The City’s costs to administer Davis-Bacon Federal Labor 
Standards, and Related Acts shall be borne by the Borrower.  When Washington 
State prevailing wages apply, the Borrower shall comply with all State 
requirements under RCW 39.12 to the satisfaction of the State of Washington.  
When applicable, the higher of Washington State prevailing wages or Davis-
Bacon wages shall apply.   

 
J. Comply with all HOME program project requirements pursuant to 24 CFR part 

92 et seq. 
 
K. Maintain housing in compliance with the property standards of 24 CFR §92.251 

and local code requirements throughout the term of this Loan Agreement.   
 
L. Upon Project completion, the Project shall obtain a final Certificate of 

Occupancy for new units, meet all licensing requirements needed to operate the 
facility as proposed by Borrower in its various funding applications, and meet 
the property standards of 24 CFR §92.251, minimum rehabilitation standards, 
and all applicable federal, state and local codes and ordinances.  New 
construction projects must also meet HUD, state, and local requirements 
relating to accessibility and disaster mitigation.   

 
M. Cause each of the two (2) HOME–assisted units to be occupied by income-

eligible households within eighteen (18) months after the Project is completed.  
If any HOME–assisted units are not occupied by eligible tenants within 6 
months following the date of Project Completion, Borrower shall submit to the 
City current marketing information and, if the City requests it, an enhanced 
marketing plan for leasing the unoccupied units as quickly as possible, which 
information the City will provide to HUD as required by 24 CFR §92.252.  If any 
HOME-assisted unit has not been rented to eligible tenants within eighteen (18) 
months after the date of Project Completion, Borrower shall repay the City 
$87,500.00/unit   for each such unit within thirty (30) days of the City’s written 
request for repayment.  This reflects the proportionate per unit share of HOME 

funds, i.e., $175,000.00 HOME dollars/2 HOME units.   
 
The Borrower shall cause the Covenant Agreement (which shall contain the foregoing 
covenants) to be recorded as a covenant running with the land and the Project. 
 
Borrower shall pay at loan closing all costs associated with the negotiation, 
documentation and closing of the loan, including without limitation title premiums 
escrow fees, recording fees, appraisal fees and City’s attorneys’ fees. 
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XII. PROJECT TIMETABLE 

 
A. The Borrower agrees to complete work required in accordance with the 

timetable set forth in Attachment 3.  Timely completion of the work is an 
integral and essential part of performance.  The expenditure of HOME funds is 
subject to Federal deadlines and failure to meet deadlines could result in the 
loss of the Federal funds.  By the acceptance and execution of this Loan 
Agreement, the Borrower agrees that the Project will be completed as 
expeditiously as possible and make every effort to ensure the project will 
proceed and will not be delayed.  Failure to meet these deadlines can result in 
cancellation of this contract and revocation of HOME funds.  Since it is 
mutually agreed that time is of the essence, the Borrower shall cause 
appropriate provisions to be included in all contracts or subcontracts relative to 
the work tasks in Attachment 3.  It is intended that such provisions included in 
any subcontracts be, to the fullest extent permitted by law and equity, binding 
for the benefit of the City and enforceable by the City against the Borrower and 
its successors and assigns to the project or any part thereof or any interest 
therein.   
 

B. In the event the Borrower is unable to meet the above schedule or complete the 
above services due to delays resulting from Acts of God, untimely review and 
approval by the City and other governmental authorities having jurisdiction 
over the Project, or other delays that are not caused by the Borrower, the City 
shall grant a reasonable extension of time for completion of the work.  It shall 
be the responsibility of the Borrower to notify the City promptly in writing 
whenever a delay is anticipated or experienced, and to inform the City of all 
facts and delays related to the delay.   

 
XIII.  DEFAULT 
  
A. The following shall be considered “Events of Default” for purposes of this Loan 
Agreement: 
  

1. Failure of Borrower to make any principal and interest payment within 
fifteen (15) days after such payment is due. 

 
2. Failure to perform, observe or comply with the Affordability 

Requirements, Income Determinations, or any other provisions, related 
covenants, terms, conditions or restrictions of this Loan Agreement or 
any agreement relating to the Project (i.e., the occurrence of an event of 

default under other indebtedness secured by the Project property) or any 
part thereof, and failure to fully cure the same within the period of time, 
if any, permitted for cure and, if no period for cure is otherwise provided 
for, within sixty (60) days of written notice from the City of such failure, 
requesting the same to be remedied; provided, after a second non-
compliance of any provision in a five- (5-) year period, only fourteen (14) 
days written notice is needed.  
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3. Failure to perform required maintenance or performance of any act by 
Borrower which would, in the City's reasonable opinion, adversely affect 
the value of the Project.   

  
4. Sale, transfer, lease, or other conveyance of the Project or any portion 

thereof, including assumptions and subordinations, without obtaining 
the prior written consent of the Director.  Except as otherwise permitted 
under this Loan Agreement, the sale, transfer, lease, or other conveyance 
of the Project or any portion thereof, including assumptions and 
subordinations, without obtaining the prior written consent of the 
Director. 

  
5. Filing a voluntary or involuntary petition not dismissed within ninety (90) 

days after filing under the United States Bankruptcy Code by or against 
the Borrower. 

  
6. Any representation, warranty, or disclosure made to the City or any other 

Project lender which proves to be materially false or misleading as of the 
date made, whether or not such representation, warranty, or disclosure 
appears in this Loan Agreement. 

 
7. Failure to maintain and keep in force adequate amounts of insurance as 

is usual in the business carried on by the Borrower, or as required 
herein. 

 
8. Without limiting any of the foregoing, Borrower’s failure to comply with 

the minimum wage requirements set forth in Section XVIII of this Loan 
Agreement.  

  
XIV.  REMEDIES 
  
A. Upon the occurrence of an event of default not timely cured after notice, the 

City may, in addition to any other remedies which the City may have hereunder 
or under this Loan Agreement or by law or equity, at its option and upon 
written notice to the Borrower, take any or all of the following actions: 
  

 1. Immediately terminate any further advance of loan funds. 
  

2. Declare the debt incurred hereunder and under the Related Documents  
immediately due and payable and commence collection proceedings 
against the Borrower. 

  
 3. Seek judicial appointment of a receiver. 
  

4. Foreclose under the security documents or instruments, judicially or 
non-judicially. 

  
 5. File suit against the Borrower. 
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6. Seek specific performance or injunctive relief to enforce performance of 
the undertakings, duties, and agreements provided in this Loan 
Agreement or any related security document or instrument, whether or 
not a remedy at law exists or is adequate. 

  
B. All remedies of the City provided for herein are cumulative and shall be in 

addition to all other rights and remedies provided by law or in equity or by this 
Loan Agreement.  The exercise of any right or remedy by the City shall not in 
any way constitute a cure or waiver of default under this Loan Agreement or 
any other related Project agreement, or invalidate any act done pursuant to any 
notice of default, or prejudice the City in the exercise of any of its rights unless, 
in the exercise of such rights, the City realizes all amounts owed to it by the 
Borrower. 

  
C. A failure to declare or a delay in declaring a default shall not constitute a waiver 

of any rights or remedies or excuse any failure by the Borrower to strictly 
comply with its obligations under this Loan Agreement or any other related 
Project agreement or document. 

 
XV.  REPAYMENT 
  
A. Payments of principal and interest for Note 1 shall be deferred for 12 months 

and payment of principal and interest for Note 2 shall be deferred during the 
HOME Affordability Period, so long as Borrower and the Project are in 
compliance with the Affordability Requirements per the terms of the Loan 
Agreement and Covenant Agreement together with all other provisions of the 
Notes and Related Documents.   
  

B. Following the HOME Affordability Period, and during the remaining City 
Affordability Period, the amounts due under Note 2 may be eligible for debt 
forgiveness.  In exchange for complying with the Affordability Requirements 
during that period of the City Affordability that extends beyond the HOME 
Affordability Period (the “Forgiveness Period”), the principal and interest of Note 
2 may be forgiven for each year of the Forgiveness Period, until it is fully 
forgiven or paid at the end of the Affordability Period.  If, at the end of each year 
during Forgiveness Period, the Borrower has complied, for that year, with the 
Affordability Requirements of this Loan Agreement and the Covenant Agreement 
and is in compliance with all other provisions of this Loan Agreement and 
Related Documents, then the loan payments for Note 2 shall be forgiven for that 
year; provided, no payments shall be forgiven for affordability periods of less 
than one (1) year.  The amount of the annual loan forgiveness shall be the sum 

of twelve monthly payments; the monthly payments will be in an amount 
sufficient to amortize the principal and interest over the remaining term of the 
Affordability Period.  During the Affordability Period, Borrower shall notify the 
City in writing if, for any reason, the Project will not comply with the 
Affordability Requirements, at which time any and all outstanding balance 
would become immediately due and payable in full. 
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C. If Borrower elects not to comply with the Affordability Requirements beyond the 
end of the HOME Affordability Period, repayment of principal and interest under 
Note 2 shall be made monthly in an amount sufficient to amortize the loan over 
the remaining term of the Affordability Period.  

 
D. Repayment of Note 1 or Note 2 during the HOME Affordability Period described 

in Paragraph VIII.A of this Loan Agreement shall not extinguish the Affordability 
Requirements. 

 
E. Payment of principal, interest, and fees relating to the Notes shall be made in 

lawful money of the United States of America in immediately available funds to 
the City of Spokane, at the Community, Housing and Human Services 
Department, 808 W. Spokane Falls Blvd., Room 650, Spokane, WA 99201, or at 
such other place as the City may designate to Borrower in writing. 

 
XVI.  NONDISCRIMINATION/RENT SUBSIDY 
  
 Neither the Borrower nor any of its agents shall refuse to lease HOME-assisted 
units to a certificate or voucher holder under 24 CFR part 982 – Section 8 Tenant-
Based Assistance: Unified Rule for Tenant-Based Assistance under the Section 8 
Rental Certificate Program and the Section 8 Rental Voucher Program or to the holder 
of a comparable document evidencing participation in a HOME tenant-based rental 
assistance program because of the status of the prospective tenant as a holder of such 
certificate, voucher, or comparable HOME tenant-based assistance document.  
  
XVII.  FAITH-BASED ACTIVITIES AND ORGANIZATIONS 
  
A. Borrower, in providing services supported in whole or in part with HOME 

program funds, shall not discriminate against current or prospective program 
beneficiaries (i.e., tenants) on the basis of religion, a religious belief, or a refusal 
to attend or participate in a religious practice. 
 

B. If Borrower engages in explicitly religious activities, including activities that 
involve overt religious content such as worship, religious instruction, or 
proselytization, Borrower must perform such activities and offer such services 
outside of and separately in time or location, from the activities or programs 
financed under this Loan Agreement, and participation in any such explicitly 
religious activities must be voluntary for the program beneficiaries of the HUD-
funded programs or services (i.e., tenants). 

 
C. Whether or not Borrower is a faith-based organization, it may use the loan 

proceeds provided under this Loan Agreement as provided under relevant 
regulations and this Loan Agreement without impairing its independence, 
autonomy, expression of religious beliefs, or religious character.  Borrower will 
retain its independence from Federal, State, and local government, and may 
continue to carry out its mission, including the definition, development, 
practice, and expression of its religious beliefs, provided that it does not use 
direct HOME funds to support or engage in any explicitly religious activities, 
including activities that involve overt religious content, such as worship, 
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religious instruction, or proselytization, or any manner prohibited by law.  
Borrower may use space in their facilities to provide program-funded services, 
without removing or altering religious art, icons, scriptures, or other religious 
symbols.  In addition, Borrower retains its authority over its internal 
governance, and it may retain religious terms in its organization's name, select 
its board members on a religious basis, and include religious references in its 
organization's mission statements and other governing documents. 

 
D. The loan proceeds provided to Borrower pursuant to this Loan Agreement may 

not be used for the acquisition, construction, or rehabilitation of structures to 
the extent that those structures are or will be used for explicitly religious 
activities.  Subject to other limitations in this Loan Agreement, loan proceeds 
may be used for the acquisition, construction, or rehabilitation of structures 
only to the extent that those structures are used for conducting eligible 
activities under HOME regulations.  When a structure is or will be used for both 
eligible and explicitly religious activities, HOME funds may not exceed the cost 
of those portions of the acquisition, construction, or rehabilitation that are 
attributable to eligible activities in accordance with the cost accounting 
requirements applicable to the HOME program.  Sanctuaries, chapels, or other 
rooms that Borrower uses as its principal place of worship, however, are 
ineligible for HOME-funded improvements.  Disposition of real property after 
the term of the loan or grant, or any change in use of the property during the 
term of the loan or grant, is subject to government-wide regulations governing 
real property disposition (see 24 CFR parts 84 and 85). 

 
E. This limitations in this Section XVII shall apply regardless whether the loan 

proceeds under this Loan Agreement includes local funds that the City has 
voluntarily contributed to supplement federally funded activities. 

  
XVIII. COMPLIANCE WITH LAWS 
 
A. The Borrower shall comply with all HOME Program requirements as outlined in 

24 CFR part 92 et seq., as may be amended from time to time. 
  
B. The Borrower shall comply with Title VI of the Civil Rights Act of 1964 (42 

U.S.C. 2000d-2000d-4), the Fair Housing Act (42 U.S.C. 3601 et seq.), E.O. 
11063 (3 CFR, 1959-1963 Comp., p. 652), Section 504 of the Rehabilitation Act 
of 1973 (29 U.S.C. 794) and HUD regulations issued pursuant thereto. 

  
C. The Borrower shall comply with the nondiscrimination and equal opportunity, 

disclosure requirements, debarred, suspended or ineligible contractors, and 

drug-free workplace, per 24 CFR §92.350. 
  
D. The Borrower shall comply with the affirmative marketing and minority 

outreach program of 24 CFR §92.351, and shall further comply with the tenant 
selection requirements set forth in 24 CFR 92.253(d). 

 
E. The Borrower shall comply with the National Environmental Policy Act of 1969, 

as outlined in 24 CFR 92.352 and Borrower agrees to implement City-identified 
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conditions on safeguards to protect and enhance environmental quality or 
minimize adverse environmental impacts.  

  
F. Minimum Wages.  
 

1. Federal Labor Standards/Davis-Bacon Act [___] Applicable [XX] Not 
Applicable. If the “Applicable” box is checked, the following provisions apply: 
 

a. The Borrower shall pay prevailing wages, as predetermined by the 
Secretary of Labor pursuant to the Davis-Bacon Act (40 U.S.C. 276a-
276a-5), to all laborers and mechanics employed in the development 
of the Project; provided, in the event the Project is subject to state 
minimum wage requirements, and if the state minimum wage rate 
exceeds the Department of Labor rate, the conflict will be resolved by 
applying the higher rate 

b. All contracts relating to the Project shall contain a provision requiring 
the payment of such wages, as predetermined by the Secretary of 
Labor under the Davis-Bacon Act, 40 USC 276(a) under wage decision 
[DECISION #], modification [MODIFICATION #], dated 
_________________________. 

c. The Borrower shall pay overtime, as applicable, pursuant to the 
Contract Work Hours and Safety Standards Act (40 U.S.C. 327-332). 

d. The Borrower shall comply with all regulations issued under the 
Davis-Bacon Act and the Contract Work Hours and Safety Standards 
Act, all Federal laws and regulations pertaining to labor standards, 
Federal Labor Standards, HUD Handbook 1344.1 (Federal Labor 
Standards Compliance in Housing and Community Development 
Programs), and 24 CFR §92.354, as applicable. 

e. The Borrower shall provide contracts with the prime contractor and 
major subcontractors as soon as these contracts are available and the 
contracts shall evidence compliance with Federal Labor Standards. 

f. These prevailing wage requirements do not apply to volunteers or 
sweat equity pursuant to 24 CFR §92.354(a) and (b). 

g. Borrower shall reimburse the City for all costs incurred by the City in 
administering Borrower’s compliance with applicable Davis-Bacon, 
Federal Labor Standards, and Related Acts. 
 

2. Labor Standards.  If applicable, the Federal Labor Standards Provisions 
(HUD 4010) are attached as Attachment n.a. 

 
3. State Minimum Wage.  When Washington State prevailing wages apply, the 

Borrower shall comply with all State requirements under RCW 39.12 to the 
satisfaction of the State of Washington.  When applicable, the higher of 
Washington State prevailing wages or Davis-Bacon wages shall apply. When 
Washington State prevailing wages apply, the contractor and all 
subcontractors will submit a "Statement of Intent to Pay Prevailing Wages" 
certified by the industrial statistician of the State Department of Labor and 
Industries, prior to any payments.  The "Statement of Intent to Pay 
Prevailing Wages" shall include:  (1) the contractor's registration number; 
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and (2) the prevailing rate of wage for each classification of workers entitled 
to prevailing wages under RCW 39.12.020 and the number of workers in 
each classification.  Each voucher claim submitted by the contractor for 
payment on a project estimate shall state that the prevailing wages have 
been paid in accordance with the “Statement(s) of Intent to Pay Prevailing 
Wages” on file with the City.  Prior to the payment of funds held under 
chapter 60.28 RCW, the contractor and subcontractors must submit an 
"Affidavit of Wages Paid" certified by the industrial statistician. 

 
G. Conflict of Interest.  The Borrower shall comply with the conflict of interest 

provisions prescribed in 24 CFR §92.356(f).  During the Affordability Period, 
Borrower shall prohibit occupancy of any HOME-assisted unit by Borrower (or 
officer, employee, agent, elected or appointed official, or consultant of the 
Borrower, or immediate family member or immediate family member of an 
officer, employee, agent, elected or appointed official, or consultant of the 
Borrower), whether private, for-profit or nonprofit (including a community 
housing development organization (CHDO) when acting as an owner, developer, 
or sponsor). 

 
H. The Borrower shall comply with the equal employment opportunities for low- 

and very low-income persons pursuant to 24 CFR part 135. 
  
I. The Borrower shall comply with the Fair Housing Act as implemented by 24 

CFR parts 100-115, as applicable.  
 
XIX.  TENANT AND PARTICIPANT PROTECTIONS 
  
A. There must be a written lease between the tenant and the Borrower that 

complies with 24 CFR 92.253 (Tenant Protections and Selection) and that is for 
a period of not less than one year, unless by mutual agreement between the 
tenant and the owner a shorter period is specified.   

  
B. Leases between the Borrower and a tenant shall not contain any of the following 

provisions: 
  

1. Agreement by the tenant to be sued, to admit guilt, or to a judgment in 
favor of the Borrower in a lawsuit brought in connection with the lease. 

  
2. Agreement by the tenant that Borrower may take, hold, or sell personal 

property of household members without notice to the tenant and a court 
decision on the rights of the Borrower and tenant.  This prohibition does 

not apply to an agreement by the tenant concerning disposition of 
personal property remaining in the housing unit after the tenant has 
moved out of the unit.  Borrower may dispose of this personal property in 
accordance with Washington state law. 

  
3. Agreement by the tenant not to hold the Borrower or the Borrower’s 

agents legally responsible for any action or failure to act, whether 
intentional or negligent. 
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4. Agreement by the tenant that the Borrower may institute a lawsuit 

against a tenant or affecting a tenant’s interests without notice to tenant. 
  

5. Agreement by the tenant that the Borrower may evict the tenant or 
household members without instituting a civil court proceeding in which 
the tenant has the opportunity to present a defense, or before a court 
decision on the rights of the Borrower and tenant. 

  
6. Agreement by the tenant to waive any right to a trial by jury. 

  
7. Agreement by the tenant to waive the tenant’s right to appeal, or 

otherwise challenge in court, a court decision in connection with the 
lease; and, 

  
8. Agreement by the tenant to pay attorney’s fees or other legal costs even if 

the tenant wins in a court proceeding by the Borrower against the 
tenant.  The tenant, however, may be obligated to pay costs if the tenant 
loses. 

 
9. Agreement by the tenant (other than a tenant in transitional housing) to 

accept supportive services that are offered. 
  
C. Borrower may not terminate the tenancy or refuse to renew the lease of a tenant 

occupying a HOME-assisted unit except for serious or repeated violation of the 
terms and conditions of the lease; for violation of applicable Federal, State, or 
local law; for completion of the tenancy period for transitional housing or failure 
to follow any required transitional housing supportive services plan; or for other 
good cause.  Good cause does not include an increase in the tenant’s income or 
refusal of the tenant to purchase the housing. To terminate or refuse to renew 
tenancy, Borrower must serve written notice upon the tenant specifying the 
grounds for the action at least thirty (30) days before the termination of 
tenancy. 

 
D. Borrower shall adopt and follow written tenant selection policies and criteria 

that: 
 

1. Limit the HOME-assisted units to very low-income and low-income 
families; 

2. Are reasonably related to the applicants’ ability to perform the obligations 
of the lease (i.e., to pay the rent, not to damage the housing, not to 

interfere with the rights and quiet enjoyment of other tenants); 
3. Limit eligibility or give a preference to a particular segment of the 

population if otherwise permitted in this Loan Agreement (and only if the 
limitation or preference is described in the City’s consolidated plan). 

  
E. Borrower shall select tenants from a written waiting list in the chronological 

order of their application, insofar as is practicable, and give prompt written 
notification to any rejected applicant of the grounds for any rejection. 



Loan Agreement - 18 of 28 

 
F. Borrower shall not charge fees that are not customarily charged in rental 

housing (e.g., laundry room access fees), except that Borrower may charge: (i) 
reasonable application fees to prospective tenants; (ii) parking fees to tenants 
only if such fees are customary for rental projects in the neighborhood; and (iii) 
fees for services such as bus transportation or meals, as long as such services 
are voluntary and fees are charged for services provided.    

 
XX.  TENANT PARTICIPATION PLAN 
  
 If the Borrower is a Community Housing Development Organization (“CHDO”) 
as defined by 24 CFR 92.2, the Borrower shall adhere to a fair lease and grievance 
procedure approved by the City and shall provide a plan for and follow a program of 
tenant participation in management decisions pursuant to 24 CFR §92.303. 
 
XXI. UNIFORM ADMINISTRATIVE REQUIREMENTS/PROJECT REQUIREMENTS 
  
A. The Borrower shall comply with the applicable uniform administrative 

requirements of 24 CFR §92.505 if the Borrower is organized as a non-profit 
organization.  

  
B. The Borrower shall comply with all applicable Project requirements of Subpart F 

of 24 CFR part 92 et seq. 
 
C. The Borrower shall maintain all tenant and Project records for the most recent 

five- (5-) year period until five (5) years after the Affordability Period, terminates.  
The Borrower shall permit the Department, the HUD, and the Comptroller 
General of the United States, or their authorized representatives, access to all 
books, records, and papers of the Borrower pertinent to the Project.  The 
Borrower shall keep and retain records sufficient to document invoices of all 
expenditures, project beneficiary data, and all other records required to be kept 
pursuant to 24 CFR §92.508.   

  
D. The Borrower shall permit the Department, HUD, the Comptroller General of 

the United States, or their authorized representatives, site visits at all times 
upon reasonable notice throughout the Affordability Period. 

 
XXII.  TRANSFER/ASSIGNMENT 

  
The Borrower shall not assign, transfer, subordinate or sublet any obligation of 

this Loan Agreement nor shall it sell or otherwise transfer any property subject to this 

Loan Agreement without prior written consent of the Director, who may withhold 
consent at his/her discretion. The provisions of this Loan Agreement shall apply to all 
persons or entities performing obligations set forth by this Loan Agreement, including 
approved persons or entities to whom or to which the Borrower assigns, transfers, or 
sublets services as above.  Such approved persons or entities shall be subject to the 
provisions for faith-based activities and organizations as outlined in this Loan 
Agreement, as applicable.  
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XXIII.  HAZARDOUS SUBSTANCES/REPRESENTATIONS AND WARRANTIES 
 
A. The Borrower shall not cause or permit the presence, use, disposal, storage, or 

release of any "Hazardous Substances" (as defined below) on or in the Property. 
The Borrower shall not perform any act, nor allow, cause or permit the 
performance of any act, affecting the Property when such act constitutes a 
violation of any federal, state or local Environmental Law, ordinance or rule.  As 
used in this provision, "Environmental Law" means federal laws, state laws and 
local codes, laws, and/or ordinances of the jurisdiction where the Property is 
located that relate to health, safety, or environmental protection. 

 
B.   The Borrower shall promptly give the City written notice of any investigation, 

claim, demand, lawsuit, or other action by any governmental or regulatory 
agency or private party involving the Property, and any hazardous substance or 
Environmental Law of which the Borrower has actual knowledge.  If the 
Borrower learns, or is notified by any governmental or regulatory authority, that 
any removal or other remediation of any hazardous substance affecting the 
Property is necessary, the Borrower shall promptly take all necessary remedial 
actions in accordance with Environmental Law and shall bear all costs and 
expenses thereof. 

  
C.   The Borrower hereby represents and warrants that, to the best of the 

Borrower’s knowledge and belief, and after reasonable investigation and 
inquiry, the Project has never been and is not being used to make, store, 
handle, treat, dispose of, generate, or transport Hazardous Substances in 
violation of any applicable law, which Hazardous Substances have not been or 
will not be abated according to all applicable law and regulations related thereto 
prior to tenant occupancy of the rehabilitated project.  To the best of Borrower’s 
knowledge and belief, and after reasonable investigation and inquiry, there has 
not been a release of Hazardous Substances on, from, or near the Project, 
which release has not been or will not be abated to levels acceptable under all 
applicable law and regulations related thereto prior to tenant occupancy of the 
rehabilitated project.  The Borrower has never received any notification, 
citation, complaint, violation, or notice of any kind from any person relating or 
pertaining to the making, storing, handling, treating, disposing, generating, 
transporting, or release of Hazardous Substances, for which there has not been 
or will not be abatement to levels acceptable under all applicable law and 
regulations related thereto prior to tenant occupancy.  Borrower represents and 
warrants that any asbestos and lead-based paint found within the Project will 
be abated to levels acceptable under applicable law prior to tenant occupancy of 
the rehabilitated project.  “Hazardous Substances” means (i) any “hazardous 

waste” as defined by the Resource Conservation and Recovery Act of 1976 (42 
U.S.C. § 6901, et seq.), as amended from time to time, and regulations 
promulgated thereunder; (ii) any “hazardous substance” as defined by the 
Comprehensive Environmental Response, Compensation and Liability Act of 
1980 (42 U.S.C. § 9601, et seq.), as amended from time to time, and regulations 
promulgated thereunder; (iii) “oil, petroleum products and their by-products” as 
defined under Washington law as amended from time to time, and regulations 
promulgated thereunder; (iv) any “hazardous substance” as defined under 
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Washington law, as amended from time to time, and regulations promulgated 
thereunder; (v) any “asbestos material” as defined under Washington law, as 
amended from time to time, and regulations promulgated thereunder and/or as 
defined by 40 C.F.R. Section 61.141, as amended from time to time; (vi) any 
“radon gas” in excess of levels recommended in U. S. Environmental Protection 
Agency Guidance Documents, as modified from time to time, or lower levels as 
provided by any applicable law or regulation now or hereafter in effect; (vii) any 
“infectious waste” as defined under Washington law, as amended from time to 
time, and regulations promulgated thereunder; (viii) any substance the 
presence of which on any property attributable to the operations of the 
Borrower is prohibited, restricted or regulated by any law or regulation similar 
to those laws, regulations and/or documents set forth above, including without 
limitation, polychlorinated biphenyls (“PCBs”) and lead-based paints; and (ix) 
any other substance which by law or regulation requires special handling in its 
collection, generation, storage, transportation, treatment or disposal.  

 
XXIV. DEBARMENT AND SUSPENSION 
 
 The Borrower shall comply with the provisions of 24 CFR Part 24 that neither it 
nor its principals are presently debarred, suspended, proposed for debarment, 
declared ineligible, or voluntarily excluded from participation in this contract by any 
federal department or agency.  Additionally, the Borrower shall not use, directly or 
indirectly, any of the funds provided by this contract to employ, award contracts to, or 
otherwise engage the services of, or fund any contractor/subcontractor during any 
period that the contractor/subcontractor is debarred, suspended or ineligible under 
the provisions of 24 CFR Part 24.  Using the System for Award Management 
(https://www.sam.gov), the City has determined, as of the date of this contract that 
the Borrower is not excluded from federal procurement and non-procurement 
programs.  The Borrower has provided in Attachment 4 its certification that it is in 
compliance with and shall not contract with individuals or organizations which are 
debarred, suspended, or otherwise excluded from or ineligible from participation in 
Federal Assistance Programs under Executive Order 12549 and “Debarment and 
Suspension”, codified at 29 CFR part 98. 
 
XXV. ANTI-LOBBYING 
 
Borrower certifies that, to the best of Borrower’s knowledge and belief: 
 

A. No Federal appropriated funds have been paid or will be paid, by or on behalf of 
the Borrower, to any person for influencing or attempting to influence an officer 
or employee of any agency, a Member of Congress, an officer or employee of 

Congress, or an employee of a Member of Congress in connection with the 
awarding of this loan; 

B. That if any funds other than Federal appropriated funds have been paid or will 
be paid to any person for influencing or attempting to influence an officer or 
employee of any agency, a Member of Congress, an officer or employees of 
Congress, or an employee of a Member of Congress in connection with this loan, 
Borrower shall complete and submit Standard Form-LLL “Disclosure Form to 
Report Lobbying” in accordance with its instruction; and 
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C. Borrower shall require that the language of paragraphs A and B of this anti-
lobbying certification be included in the award documents for all subawards at 
all tiers (including subcontracts, subgrants, and contracts under grants, loans, 
and cooperative agreements) and that all such subrecipients shall certify and 
disclose accordingly.  

 
XXVI.  SEVERABILITY 
  
 The invalidity of any clause, part or provision of this Loan Agreement shall not 
affect the validity of the remaining portions thereof. 
  
XXVII.  NOTICES 
  
 All notices given pursuant to this Loan Agreement shall be in writing and shall 
be deemed given when mailed by certified or registered mail, return receipt requested, 
to the Parties hereto at the addresses set forth below, or to such other place as a Party 
may from time to time designate in writing: 
 
City of Spokane        
Community, Housing, and Human Services Department      
808 W. Spokane Falls Blvd.        
Spokane, WA 99201-3339    
 
Basalt Rock, LLC 
c/o Konstantin & Tatyana Vasilenko 
14 East Mission Avenue, #3 
Spokane, WA  99202 
 
XXVIII.  INDEMNIFICATION 
  
 The Borrower shall protect, defend, indemnify, and hold harmless the City, its 
officers, employees and agents from any and all costs, claims, judgments, and/or 
awards of damages, arising out of, or in any way resulting from, the negligent acts or 
omissions of the Borrower, its officers, employees or agents, in its performance and/or 
non-performance of its obligations under this Loan Agreement.  The Borrower agrees 
that its obligations under this indemnification shall extend to any claim, demand, 
and/or cause of action brought by, or on behalf of, any of its employees or agents.  
This agreement to indemnify is a separate agreement, shall survive any 

foreclosure action, attempted transfer or the like, is a legal obligation of the 
Borrower and action may be brought thereon independently of any other 

remedy at law or provided for herein. 

  
XXIX.  TERMINATION 
  

In accordance with 24 CFR §85.43, this Loan Agreement may be suspended or 
terminated if the Borrower materially fails to comply with any term of this Loan 
Agreement.  This Loan Agreement may be terminated for convenience in accordance 
with 24 CFR §85.44. 
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XXX. EXECUTION IN COUNTERPARTS 
 
 This Loan Agreement may be executed in any number of counterparts and by 
different parties hereto in separate counterparts, each of which when so executed 
shall be deemed to be an original and all of which taken together shall constitute one 
and the same agreement. 
 

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, TO 
EXTEND CREDIT, TO MODIFY OR AMEND ANY AGREEMENT TERMS, TO RELEASE 
ANY GUARANTOR, TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT OR 
FORBEAR FROM EXERCISING ANY REMEDIES, OR TO MAKE ANY OTHER 
FINANCIAL ACCOMMODATION RELATED TO THIS LOAN AGREEMENT ARE NOT 
ENFORCEABLE UNDER WASHINGTON LAW. 

  
IN WITNESS WHEREOF, the Parties have executed this Loan Agreement as of 

the Effective Date. 
  
 
BASALT ROCK, LLC 
 
By:         Date:       
 Konstantin Y. Vasilenko, Member 
 
 
By:         Date:       
 Tatyana A. Vasilenko, Member 
 
 
STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 On this _____ day of    , 2018, personally appeared before me 
Konstantin Y. Vasilenko, to me known to be a Member of Basalt Rock, LLC, a 
Washington limited liability company, that executed the within and foregoing 
instrument, and acknowledged the said instrument to be the free and voluntary act 
and deed of said person and the Grantor, for the uses and purposes therein 
mentioned, and on oath stated that he was authorized to execute the said instrument.  
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 

  
 
       
NOTARY PUBLIC, in and for the State of  
Washington, residing at    
My Commission expires    
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STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 
 On this _____ day of    , 2018, personally appeared before me 
Tatyana A. Vasilenko, to me known to be a Member of Basalt Rock, LLC, a 
Washington limited liability company, that executed the within and foregoing 
instrument, and acknowledged the said instrument to be the free and voluntary act 
and deed of said person and the Grantor, for the uses and purposes therein 
mentioned, and on oath stated that she was authorized to execute the said 
instrument.  
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       
NOTARY PUBLIC, in and for the State of  
Washington, residing at    
My Commission expires    
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CITY OF SPOKANE 
  
  
By:         

David A. Condon, Mayor 
 

Date:       
 
 
 

 
 ATTEST:     APPROVED AS TO FORM: 
  
  
By:        By:        
 Terri L. Pfister, City Clerk   Assistant City Attorney   
 
Date:       
 
 
STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 On this _____ day of    , 2018, personally appeared before me 
David A. Condon and Terri L. Pfister, to me known to be the Mayor and City Clerk, 
respectively, of and for the City of Spokane, Washington, the municipal corporation 
that executed the within and foregoing instrument, and acknowledged the said 
instrument to be the free and voluntary act and deed of said municipal corporation, 
for the uses and purposes therein mentioned, and on oath stated that they were 
authorized to execute the said instrument. 
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
        
NOTARY PUBLIC, in and for the State of  
Washington, residing at     

My Commission expires     
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ATTACHMENT 1 
PROPOSED BUDGET 

 
BASALT ROCK, LLC 

EAST 7th AVENUE DUPLEX 
 

 
 Title/recording 790 Sponsor 62,420  
 Demolition 6,000 
 Construction 197,915 City HOME deferred 137,500 
 Contingency 27,815 City HOME amortizing 37,500 
 Plans/specs 300  
 Permits 3,600 
 Builder’s risk insurance 1,000 
  
 TOTAL $237,420 TOTAL $237,420  
 
 
The project includes the demolition of an existing house and construction of a duplex 
with 2 three-bedroom units.  The new units will have luxury vinyl tile (LVT) or 
carpeting on floors, granite counter tops, LED lighting, in-floor heat and a split system 
heater/air conditioner, asphalt shingles, concrete back porch, laundry room, garage, 
vinyl windows, and energy-efficient water heater and appliances.  The units are 
expected to have about 1,380 sf.   
 
HOME funds may be used for architectural and engineering and other professional 
series costs incurred within 24 months before commitment.  
 
Budget does not include land, which is being donated by the City.  Its 2018 assessed 
value is $88,000.  The existing house is vacant and will be demolished. 
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Attachment 2  
Initial Project Rents 



Loan Agreement - 27 of 28 

 
 

 
ATTACHMENT  3 

 
TIMETABLE 

 
 

Category Milestone/Task Deadline   
Month Yr/Status 

Site control Close on property. June 2018 

Financing Funding documented by 
all lenders 

June 2018 

Design/Permits Approval of zoning, site 
plan, construction plans. 

June 2018 

 Building permits issued. June 2018 
Construction Begin construction. June 2018 
 Complete construction. December 2018 
 Certificate of occupancy 

issued. 
December 2018 

Occupancy Units occupied. 60 days from Certificate 
of Occupancy 
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ATTACHMENT 4 
 

CERTIFICATION REGARDING DEBARMENT, SUSPENSION,  

INELIGIBILITY AND VOLUNTARY EXCLUSION 

 

1. The undersigned (i.e., signatory for the Borrower) certifies, to the best of its knowledge and belief, that it and its 

principals: 

 

a. Are not presently debarred, suspended, proposed for debarment, declared ineligible, or voluntarily excluded 

from covered transactions by any  federal department or agency; 

b. Have not within a three-year period preceding this contract been convicted or had a civil judgment rendered 

against them for commission of fraud or a criminal offense in connection with obtaining, attempting to 

obtain, or performing a public (federal, state, or local) transaction or contract under a public transaction; 

violation of federal or state antitrust statutes or commission of embezzlement, theft, forgery, bribery, 

falsification or destruction of records, making false statements, tax evasion, receiving stolen property, making 

false claims, or obstruction of justice; 

c. Are not presently indicted or otherwise criminally or civilly charged by a government entity (federal, state, or 

local) with commission of any of the offenses enumerated in paragraph (1)(b) of this certification; and,  

d. Have not within a three-year period preceding this contract had one or more public transactions (federal, 

state, or local) terminated for cause or default. 

 

Where the undersigned is unable to certify to any of the statements in this contract, it shall attach an explanation to this 

contract. 

 

2. The undersigned agrees by signing this contract that it shall not knowingly enter into any lower tier covered transaction 

with a person who is debarred, suspended, declared ineligible, or voluntarily excluded from participation in this 

covered transaction, unless authorized by the City.  

 

3.  The undersigned further agrees by signing this contract that it will include the following clause, without modification, 

in all lower tier covered transactions and in all solicitations for lower tier covered transactions: 

 

Certification Regarding Debarment, Suspension, Ineligibility and Voluntary Exclusion – Lower Tier Covered 

Transactions 

 

1. The lower tier contractor certified, by signing this contract that neither it nor its principals is 

presently debarred, suspended, proposed for debarment, declared ineligible, or voluntarily excluded 

from participation in this transaction by any federal department or agency. 

 

2. Where the lower tier contractor is unable to certify to any of the statements in this contract, such 

contractor shall attach an explanation to this contract. 

  

4. The terms covered transaction, debarred, suspended, ineligible, lower tier covered transaction, person, primary covered 

transaction, principal, and voluntarily excluded, as used in this exhibit, have the meanings set out in the Definitions and 

Coverage sections of the rules implementing Executive Order 12549.  The undersigned may contact the City for 

assistance in obtaining a copy of these regulations. 

 

5. I understand that a false statement of this certification may be grounds for termination of the contract.  

 

 

Basalt Rock, LLC  

Name of Borrower (Type or Print) 

 

 East 7th Avenue Duplex  

Program Title (Type or Print) 

 
 

  

Name of Certifying Official (Type or Print) 
  
Member  

Title of Certifying Official (Type or Print) 

 
 

  

Signature  
 

  

Date (Type or Print) 
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808 W. SPOKANE FALLS BLVD., ROOM 650 

SPOKANE, WASHINGTON 99201-3339 

 

OPR #2018-__________                                  

 

 
 
 

CITY OF SPOKANE 
BASALT ROCK, LLC 

 
 EAST 7TH AVENUE DUPLEX 

  

HOME PROGRAM LOAN COVENANT AGREEMENT 
 
 

Grantor: Basalt Rock, LLC, a Washington limited liability company  
 
Beneficiary: City of Spokane, a Washington state municipal corporation 
 
Assessor’s Parcel No.: 35214.0410 
 
Legal Description:  LOT 10, BLOCK 4, MAP OF ALTAMONT, AS PER PLAT RECORDED 

IN VOLUME “A” OF PLATS, PAGE(S) 172 AND 173; 
 SITUATE IN THE CITY OF SPOKANE, COUNTY OF SPOKANE, STATE 

OF WASHINGTON.  
 

This HOME Program Loan Covenant Agreement (“Covenant Agreement”) is made this 
_____ day of     , 2018, by and between the City of Spokane, 
Washington, a Washington municipal corporation (the “City”), whose address is City of 
Spokane, c/o Community, Housing, and Human Services Department, 808 W. 
Spokane Falls Blvd., Room 650, Spokane, Washington 99201-3339 and Basalt Rock, 
LLC, a Washington limited liability company (the “Borrower” or “Grantor”), whose 
address is 14 East Mission Avenue, #3, Spokane, WA 99202.  
 
I. STIPULATIONS 

 
1. This Covenant Agreement is a condition of and part of the consideration for 

the financial assistance provided by the City to the Borrower for the Borrower’s East 
7th Avenue Duplex project, which includes the demolition of a house and construction 
of 2 units at 2413 East 7th Avenue in Spokane, WA (the “Project”).  Both units will be 
HOME-assisted. 

  
2. This Covenant Agreement is part of a transaction further reflected in two 

Promissory Notes (“Note 1” and “Note 2”, or, collectively, the “Notes”) and a HOME 
Program Loan Agreement (“Loan Agreement”) of even date herewith.  The City’s 
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disbursements under the Loan Agreement are further secured by a Deed of Trust 
(“Deed of Trust”).  The terms of said documents are incorporated herein as if fully set 
forth herein, and together shall be referenced as the “Related Documents.”  The 
capitalized terms in said agreements shall have the same meaning in this Covenant 
Agreement unless the context clearly suggests otherwise.  In the event of conflict in 
the terms of any of these documents, the terms most favorable to the City shall apply.   

 
3. The Project is situated in the City and County of Spokane, State of 

Washington, and is legally described below:  
 
 LOT 10, BLOCK 4, MAP OF ALTAMONT, AS PER PLAT RECORDED IN VOLUME 

“A” OF PLATS, PAGE(S) 172 AND 173; 
 
 SITUATE IN THE CITY OF SPOKANE, COUNTY OF SPOKANE, STATE OF 

WASHINGTON.  
 

Assessor's Parcel Number:  35214.0410 
Property Address:  2413 East 7th Avenue, Spokane, WA  99202  

 
4. This Covenant Agreement shall be filed and recorded in the official public 

land records of Spokane County, Washington, and shall constitute a restriction upon 
the use of the property and Project described herein, subject to and in accordance 
with the terms of this Covenant Agreement during the Affordability Period described in 
Section IV herein below.   
  
 5.  The covenants contained herein are to be taken and construed as covenants 

running with the land and shall pass to and be binding upon the Borrower, its 
successors in interest, assigns, heirs or lessees of the Project, beginning on the date 
this Covenant Agreement is executed.  Each and every contract, deed or other 
instrument covering or conveying the property or Project, or any portion thereof, shall 
be conclusively held to have been executed, delivered and accepted subject to such 
covenants regardless of whether such covenants are set forth in such contract, deed or 
other instrument. 
  
 NOW, THEREFORE, it is hereby covenanted, that during the Affordability 
Period described in Section IV herein below, the Borrower agrees to the following 
covenants running with the land which shall bind the Borrower, its heirs, assigns, 
lessees and successors in interest through the Affordability Period. 
  
II. COVENANTS 

 

Borrower shall: 
  
A. Comply with the Affordability Requirements described in this Covenant 

Agreement and Related Documents. 
 
B. Maintain all required insurance, including without limitation the insurance 

required by the Deed of Trust. 
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C. Maintain Project financial reports, Project financial records and provide all 
other information and documentation that the City may reasonably request. 

 
D. Make prompt payment of all taxes and financial liabilities. 
 
E. Not hypothecate or encumber Project assets in any way, except to the extent 

provided for under the Loan Agreement or as approved of by the Director of 
Community, Housing, and Human Services of the City of Spokane (the 
"Director") in writing.  The Director may withhold such approval at his/her 
reasonable discretion.  

 
F. Promptly provide (i) rent and tenant income information at initial tenant 

occupancy and (ii) rent, occupancy, and tenant income information annually 
throughout the term of the Loan Agreement, in accordance with the Loan 
Agreement, or as otherwise requested by the City.  If the Project has floating 
HOME units, the Borrower must provide the City with information regarding 
the unit substitution and filling vacancies so that the Project remains in 
compliance with HOME rental occupancy requirements. 

  
G. Promptly provide, upon request by the City, such documentation as is 

necessary (including financial statements) to enable the City to determine the 
financial condition and continued financial viability of the Project. 

 
H. During the Affordability Period, prohibit occupancy of any HOME-assisted unit 

by Borrower (or officer, employee, agent, elected or appointed official, or 
consultant of the Borrower, or immediate family member or immediate family 
member of an officer, employee, agent, elected or appointed official, or 
consultant of Borrower) whether private, for-profit or nonprofit, including a 
community housing development organization (“CHDO”) when acting as an 
owner, developer or sponsor. 

 
I. Comply with all applicable federal, state, and local regulations and 

requirements, including, but not limited to, Uniform Administrative 
Requirements, Federal Labor Standards, Davis-Bacon and Related Acts, 
Uniform Relocation Act requirements applicable as of the date of the execution 
of this Covenant Agreement, and the provisions of the Lead-Based Paint 
Poisoning Prevention Act.  City’s cost to administer Davis Bacon Federal Labor 
Standard, and Related Acts shall be borne by the Borrower.  When Washington 
State prevailing wages apply, the Borrower shall comply with all State 
requirements under RCW 39.12 to the satisfaction of the State of Washington.  
When applicable, the higher of Washington State prevailing wages or Davis-

Bacon wages shall apply. 
 
J. Comply with all HOME program project requirements pursuant to 24 CFR part 

92 et seq. 
 
K. Maintain housing in compliance with the property standards of 24 CFR §92.251 

and local code requirements throughout the term of the Loan Agreement. 
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L. Upon Project completion, the Project shall obtain a final Certificate of 
Occupancy for the units, meet all licensing requirements needed to operate the 
facility as proposed by Borrower in its various funding applications, and meet 
the property standards of 24 CFR §92.251, minimum rehabilitation standards, 
and all applicable federal, state and local codes and ordinances.  New 
construction projects must also meet HUD, state, and local requirements 
relating to accessibility and disaster mitigation.   

 
M. Cause each of the two (2) HOME–assisted units to be occupied by income-

eligible households within eighteen (18) months after the Project is completed.  
If any HOME–assisted units are not occupied by eligible tenants within 6 
months following the date of Project Completion, Borrower shall submit to the 
City current marketing information and, if the City requests it, an enhanced 
marketing plan for leasing the unoccupied units as quickly as possible, which 
information the City will provide to HUD as required by 24 CFR §92.252.  If any 
HOME-assisted unit has not been rented to eligible tenants within eighteen (18) 
months after the date of Project Completion, Borrower shall repay the City 
$87,500.00/unit for each such unit within thirty (30) days of the City’s written 
request for repayment.  This reflects the proportionate per unit share of HOME 
funds, i.e., $175,000.00 HOME dollars/2 HOME units. 

 
The Borrower shall cause this Covenant Agreement to be recorded as a covenant 
running with the land and the Project. 
 
Borrower shall pay at loan closing all costs associated with the negotiation, 
documentation and closing of the loan, including without limitation title premiums 
escrow fees, recording fees, appraisal fees and City’s attorneys’ fees. 
 
III. INCOME DETERMINATIONS 
  
A. For purposes of this Covenant Agreement, tenant “annual income” is defined 

pursuant to 24 CFR §92.203), and includes income from all persons in the 
household, less income adjustments pursuant to 24 CFR §5.611.  An individual 
does not qualify as a low-income family if the individual is a student who is not 
eligible to receive Section 8 assistance under 24 CFR §5.612. 

  
B. Initial tenant annual income determinations shall be made by the Borrower 

pursuant to 24 CFR §92.203.  Subsequent tenant income determinations shall 
be made by the Borrower pursuant to 24 CFR §92.203 and 24 CFR §92.252(h). 

  
C. Rent increases and annual income recertifications shall be governed by the 

terms outlined in the Affordability Requirements below. 
  
IV. AFFORDABILITY REQUIREMENTS   

 
A. HOME Affordability Period.  The HOME Affordability Period, established 

pursuant to 24 CFR §92.252, is twenty (20) years, beginning after Project 
Completion, as determined by the Director.  “Project Completion” means that all 
necessary title transfer requirements and construction work have been 
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performed; the Project complies with the requirements of 24 CFR §92, including 
the property standards under 24 CFR §92.251; the final drawdown of HOME 
funds has been disbursed for the Project; and the project completion 
information has been entered in the disbursement and information system 
established by HUD, except that with respect to rental housing project 
completion, for the purposes of §92.502(d), project completion occurs upon 
completion of construction and before occupancy.  Repayment of the loan 
during the HOME Affordability Period will not extinguish the requirements of 
the Related Documents. 

 
B. City Affordability Period.  The City Affordability Period is thirty (30) years, 

beginning after Project Completion, as determined by the Director.  The HOME 
Affordability Period and City Affordability Period shall run concurrently.  
Collectively, the two periods are hereinafter referred to as the “Affordability 
Period.”  Upon expiration of the HOME Affordability Period, the City 
Affordability Period shall continue, but HUD will no longer monitor compliance 
with affordability requirements, unless the City Affordability Period is 
coterminous with the HOME Affordability Period.  The requirements of the 
Affordability Period and other conditions of the Related Documents shall apply, 
as long as there are funds owing under the Notes. 

 
C. Rent Limit.  During the Affordability Period, rents on one (1) of the  HOME–

assisted units shall not exceed thirty percent (30%) of the adjusted income of a 
family whose annual income equals fifty percent (50%) of Spokane area median 
income (“AMI”), as defined by HUD and adjusted for family size, unit size by 
number of bedrooms, tenant-paid utilities and tenant-supplied appliances.  In 
addition, rents on  one (1) of the HOME-assisted units shall not exceed thirty 
percent (30%) of the adjusted income of a family whose annual income equals 
thirty percent (30%) of AMI, as defined by HUD and adjusted for family size, 
unit size by number of bedrooms, tenant-paid utilities and tenant-supplied 
appliances.  Both units will have three bedrooms.     

 
 However, any HOME-assisted unit receiving federal or state project-based rental 

assistance, where the tenant pays not more than thirty percent (30%) of the 
household’s adjusted income as a contribution toward rent, shall be limited to 
the maximum rent allowed under the federal or state project-based rental 
assistance program.   

 
 Should the HUD rents decline below the initial project rents, the Borrower’s 

rents do not need to be reduced below the initial rents.  A table of initial HUD 
rents for the Project is attached to the Loan Agreement as Attachment 2.   

 
 The adjustment for tenant-paid utilities and tenant-supplied appliances is 

subject to §92.252.  New HUD requirements include that the adjustment for 
tenant-paid utilities and tenant-supplied appliances be based on the HUD 
Utility Schedule Model, twelve (12) months of documented actual utility costs as 
acceptable to the City's Community, Housing, & Human Services Department, 
or other methods as determined by HUD.  Currently, the HUD Utility Schedule 
Model can be found at:  http://huduser.org/portal/resources/utilmodel.html.   

http://huduser.org/portal/resources/utilmodel.html
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 The City will provide Borrower with information on updated HOME rent limits 

so that rents may be adjusted (not to exceed the maximum HOME rent limits 
exclusive of rent paid through project-based subsidies) in accordance with this 
Loan Agreement and §92.252(f)(2).  The Borrower must annually provide the 
City with information on rents and occupancy of HOME-assisted units to 
demonstrate compliance with the Affordability Requirements of this Loan 
Agreement.  The City will review rents for compliance and approve or disapprove 
them every year. 

 
 The Borrower must provide tenants of HOME-assisted units written notification 

of rent increases no less than 30 days prior to the beginning of the month in 
which the increase is intended to be implemented, subject to the provisions of a 
tenant’s lease agreement, pursuant to §92.252(f)(3).  

   

D. LIHTC Rent Clause.  For tenants of low-income tax credit assisted units (if low-
income housing tax credits are awarded to the Project or portions of the 
Project), any increases in rent associated with tenant income shall be governed 
solely by section 42 of the Internal Revenue Code of 1986, as amended from 
time to time.    

  
E. Upon completion of the HOME Affordability Period, if the maximum rent and 

income limits are exceeded, the loan will be subject to repayment at the higher 
interest rate as provided for in Paragraph 2 of the Promissory Notes.   

 
F. Income Limit.  At initial occupancy, tenants of one (1) HOME-assisted unit shall 

have an income not greater than fifty percent (50%) of AMI.  In addition, tenants 
of one (1) HOME-assisted unit shall have incomes not greater than thirty 
percent (30%) of AMI at initial occupancy.  If any of these tenants’ incomes 
increases to a level exceeding fifty percent (50%) of AMI, then the next available 
HOME-assisted unit shall be made available to families at or below thirty 
percent (30%) of AMI.  If the income of a tenant of a HOME-assisted unit 
increases and exceeds eighty percent (80%) of AMI, then the tenant’s rent shall 
increase to the lesser of thirty percent (30%) of the tenant’s adjusted monthly 
income or Fair Market Rent, subject to paragraph IV.D hereof.     

 
G. Income Certifications.  All tenants' incomes shall be recertified annually by the 

Borrower.  Any applicable rent increases will be effective upon the next lease 
renewal, and are subject to thirty (30) days' written notice. 

  
H. Additional Affordability Requirements.  The Project must comply with the 

affordable housing requirements of 24 CFR §92.252. 
 
I. Relocation.  Tenants in occupancy prior to the Project are subject to the 

provisions of the Uniform Relocation Assistance and Real Property Acquisition 
Policies Act of 1970 as amended (“URA”), 42 USC 4601 et seq. and the 
regulations promulgated thereunder.  All relocation payments and expenses 
shall be borne by the Borrower. 
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J. Protection of Affordability Requirements – City Purchase Option.  The 
Affordability Requirements may terminate upon foreclosure or transfer in lieu of 
foreclosure at the sole election of the Director.  In the event of a pending or 
threatened foreclosure, once applicable notice and cure periods have expired, 
the City is hereby granted an option and a right of first refusal to purchase the 
Project before foreclosure or deed in lieu of foreclosure to preserve affordability. 
The City may exercise its right to purchase the Project in any reasonable 
manner following the City’s receipt of written notice of pending or threatened 
foreclosure proceedings and/or a possible deed in lieu of foreclosure, which 
notice Borrower hereby agrees to provide to City.  The purchase price shall be 
the assessed value of the Project at the time of the City’s exercise of its 
purchase rights, less any financial obligations assumed by the City at the time 
of the City’s acquisition of the Project.  The City further reserves the right to 
revive any affordability restrictions according to the original terms of the Loan 
Agreement if, during the HOME Affordability Period (as defined herein), the 
owner of record before the foreclosure, or deed in lieu of foreclosure, or any 
entity that includes the former owner or those with whom the former owner has 
or had family or business ties, obtains an ownership interest in the Project or 
property.   

 
V. DEFAULT 
  

If a violation of any of the foregoing covenants occurs, the City may, after thirty 
(30) days written notice, the default meanwhile not having been cured, institute and 
prosecute any proceeding at law or in equity or as otherwise provided for in this 
Covenant Agreement, or Related Documents, to abate, prevent, or enjoin any such 
violation or to compel specific performance by the Borrower of its obligations 
hereunder, including, without limitation of other remedies, the exercise of the City’s 
purchase rights described herein.  No delay in enforcing the provisions hereof as to 
any breach or violation shall impair, damage or waive the right of any party entitled to 
enforce the provisions hereof or to obtain relief against or recover for the continuation 
or repetition of such breach or violation or any similar breach or violation hereof at 
any later time. 
  
 
 
 

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, TO 
EXTEND CREDIT, TO MODIFY OR AMEND ANY AGREEMENT TERMS, TO RELEASE 
ANY GUARANTOR, TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT OR 
FORBEAR FROM EXERCISING ANY REMEDIES, OR TO MAKE ANY OTHER 

FINANCIAL ACCOMMODATION RELATED TO THIS AGREEMENT ARE NOT 
ENFORCEABLE UNDER WASHINGTON LAW. 
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IN WITNESS WHEREOF, the Parties have executed this Agreement on this _____ 
day of    , 2018. 
 
BASALT ROCK, LLC 
 
 
 
By:         Date:       
 Konstantin Y. Vasilenko, Member 
 
 
By:         Date:       
 Tatyana A. Vasilenko, Member 
 
 
 
STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 On this _____ day of    , 2018, personally appeared before me 
Konstantin Y. Vasilenko, to me known to be a Member of Basalt Rock, LLC, a 
Washington limited liability company, executed the within and foregoing instrument, 
and acknowledged the said instrument to be the free and voluntary act and deed of 
said person and the Grantor, for the uses and purposes therein mentioned, and on 
oath stated that he was authorized to execute the said instrument.  
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       
NOTARY PUBLIC, in and for the State of  
Washington, residing at    
My Commission expires    
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STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 
 On this _____ day of    , 2018, personally appeared before me 
Tatyana A. Vasilenko, to me known to be a Member of Basalt Rock, LLC, a 
Washington limited liability company, that executed the within and foregoing 
instrument, and acknowledged the said instrument to be the free and voluntary act 
and deed of said person and the Grantor, for the uses and purposes therein 
mentioned, and on oath stated that she was authorized to execute the said 
instrument.  
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       
NOTARY PUBLIC, in and for the State of  
Washington, residing at    
My Commission expires    
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CITY OF SPOKANE 
  
  
By:        
 David A. Condon, Mayor 
 
Date:       
 
 
 
 
 
ATTEST:     APPROVED AS TO FORM: 
  
  
By:        By:        
 Terri L. Pfister, City Clerk   Assistant City Attorney   
  
Date:       
 
 
 
STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 On this _____ day of    , 2018, personally appeared before me 
David A. Condon and Terri L. Pfister, to me known to be the Mayor and City Clerk, 
respectively, of and for the City of Spokane, Washington, the municipal corporation 
that executed the within and foregoing instrument, and acknowledged the said 
instrument to be the free and voluntary act and deed of said municipal corporation, 
for the uses and purposes therein mentioned, and on oath stated that they were 
authorized to execute the said instrument. 
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       
NOTARY PUBLIC, in and for the State of  

Washington, residing at    
My Commission expires    
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CITY OF SPOKANE 
BASALT ROCK, LLC 

 
EAST 7TH AVENUE DUPLEX 

 

PROMISSORY NOTE 1 
 
OPR #2018-______ 
 
Borrower: Basalt Rock, LLC 
 14 E. Mission Avenue, #3  
 Spokane, WA 99202 
  

Lender: City of Spokane 
 Community, Housing, and Human Services Department 
 808 W. Spokane Falls Blvd., Room 650  
 Spokane, WA 99201 
  
Principal: $37,500.00 
  
Date:   
  
  
1. PROMISE TO REPAY:  FOR VALUE RECEIVED, the undersigned Basalt Rock, 
LLC, a Washington limited liability company, hereinafter referred to as "Borrower", 
promises to repay to the order of the City of Spokane, a Washington state municipal 
corporation, or its successors and assigns (hereinafter called "Lender") the maximum 
principal sum of THIRTY-SEVEN THOUSAND FIVE HUNDRED DOLLARS 
($37,500.00) or so much of said sum or sums as may now or hereafter be loaned or 
disbursed to the Borrower by the Lender, for the purpose of providing a portion of the 
financing for the Borrower’s East 7th Avenue Duplex project, located at 2413 East 7th 
Avenue in Spokane, WA (the “Project”).   This Promissory Note 1 (the “Note”) is part of 
a transaction further reflected in Promissory Note 2, a HOME Program Loan 
Agreement (“Loan Agreement”) and HOME Program Loan Covenant Agreement 
(“Covenant Agreement”) of even date herewith.  Promissory Note 1 and Promissory 
Note 2 are collectively referred to as “Notes.”  Lender’s disbursements under the Loan 
Agreement and the Notes are further secured by a Deed of Trust of even date herewith 
(“Deed of Trust”).  The terms of said documents are incorporated herein as if fully set 
forth herein, and together shall be referenced as the “Related Documents”.  The 
capitalized terms in said Related Documents shall have the same meaning in this Note 

unless the context clearly suggests otherwise.  In the event of conflict or ambiguity in 
the terms of any of these documents, the terms most favorable to Lender shall apply. 
 
2. INTEREST:  In addition to repayment of principal sums loaned, Borrower agrees 
to pay interest, compounded monthly, commencing on the date the money is first 
disbursed under the Loan Agreement, at the rate of three percent (3%) per annum.  If 
rents for any HOME-assisted unit  of the Project are raised above the level of the 
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Affordability Requirement defined in the Loan Agreement, or any other provisions, 
covenants, terms, conditions or restrictions of the Loan Agreement are not adhered to, 
then the rate on the outstanding balance shall be increased to the prevailing prime 
lending rate as published in The Wall Street Journal, plus three percent (3%), 
compounded monthly, for the period of noncompliance, as determined by the Director 
of Community, Housing and Human Services for the City of Spokane (the "Director").   
 
3. REPAYMENT; MATURITY: 

A. 1-Year Deferral Period:  No payments of principal or interest for 12 
months from the date of this Note, so long as Borrower and the Project are in 
compliance with the Affordability Requirements per the terms of the Loan Agreement 
and Covenant Agreement together with all other provisions of this Note and Related 
Documents. 

 
B.  Payment Period: Following the Deferral Period, principal and interest on 

this Note shall be payable in approximately equal amortized installments on the first 
day of each month (or the first business day thereafter if the first day of the month is a 
weekend or a holiday for the City), in the amount required to fully amortize the 
outstanding principal of and accrued interest on this Note over  the remainder of a 
period of twenty (20) years commencing at Project Completion (as defined paragraph 
VIII.A. of the Loan Agreement).  This loan term should coincide with the HOME 
Affordability Period, as defined in the Loan Agreement.  During the Affordability 
Period, Borrower shall notify the City in writing if, for any reason, Borrower and/or the 
Project will not comply with the Affordability Requirements, at which time any 
remaining balance would become immediately due and payable in full. 

 
C. Prepayment:  The Borrower may pay all or any portion of the outstanding 

principal of the Note at any time, without penalty.  Repayment during the HOME 
Affordability Period, as described in the Loan Agreement, shall not extinguish the 
Affordability Requirements. 

 
D. Late Charges:  A late charge of thirty dollars ($30.00) will be added to 

any payment received after the 10th day of the month in which it is due in addition to 
any other remedy.   

 
E. Application of Payments:  Payments received will first be applied to late 

charges, then to interest, and finally to principal.   
 
F. Place of Payment:  Payments of principal, interest, and fees shall be 

made in lawful money of the United States of America in immediately available funds 

to the City of Spokane, at the Community, Housing, and Human Services Department, 
808 W. Spokane Falls Blvd., Room 650, Spokane, WA 99201, or at such other place as 
Lender may designate in writing according to the schedule noted above.   
   
4. THIS NOTE IS secured by the Deed of Trust of even date herewith, duly filed for 
record in the County of Spokane, Washington. 
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5. THIS LOAN IS made for the purpose of financing a portion of the costs of the 
demolition of a house and construction of 2 units on the property at 2413 East 7th 
Avenue and legally described in the Deed of Trust and Loan Agreement.  As a 
condition of receiving this loan, Borrower agrees to abide by all of the terms and 
conditions of this Note, Note 2, the Deed of Trust, the Loan Agreement and associated 
Covenant Agreement, incorporated herein by reference as if fully set forth. 
  
6. IF THE BORROWER SHALL default in the payment of any amount due under 
this Note, and such default is not cured within ten (10) days after such payment is 
due, or if any other Event of Default occurs under Note 2, the Deed of Trust, the Loan 
Agreement or the Covenant Agreement and such default is not cured within the cure 
period, if any, applicable thereto, the entire unpaid principal amount of this Note, 
together with accrued interest, shall immediately become due and payable, at Lender's 

option, upon notice to the Borrower.  Failure of Lender to exercise such option shall 
not constitute a waiver of default. If Lender exercises its option to declare the entire 
amount of Borrower’s loan immediately due and payable as provided above, Borrower 
agrees to pay Lender's cost and expenses of collection, including reasonable attorney's 
fees and court costs.  If this Note is reduced to judgment, the judgment shall bear 
interest at the maximum rate permissible on judgments in the State of Washington.   
 
7. IF THE BORROWER voluntarily sells, transfers, leases or otherwise conveys the 
Project or any portion thereof, to any person/persons or entity/entities (the 
“Transferee”), other than by leasing or renting for residential tenant use as 
contemplated by various provisions of the Loan Agreement, or for any other incidental 
use (to the extent permissible under all applicable federal and state laws and 
regulations), an Event of Default shall occur under the terms of this Note and the 
Related Documents unless the Borrower obtained prior written consent of the 
Director.  The remedies provided for Default may be exercised at the discretion of the 
Director.  An unauthorized transfer also occurs if Borrower grants a junior security 
interest without obtaining the prior written consent of the Director.  Any sale, transfer, 
leasing or other disposition of the Project in violation of this Section 7 shall not relieve 
the Borrower of any obligation or obligations under this Note or any Related 
Document.  The Borrower hereby agrees that upon any sale, transfer, lease or other 
disposition of the Project, the Borrower shall transfer all records, accounts, electronic 
data or other documents pertaining to the Project, including documents related to 
Borrower’s compliance with this Note and any Related Document, to the Transferee or 
its designated agent.  Failure by the City to exercise any of its rights and remedies 
under this Note or any Related Documents shall not be construed as a waiver of any 
kind.  The Director’s written consent may be conditioned upon the following, at the 
Director’s sole discretion: 

 (a) reasonable evidence satisfactory to the Director that the Borrower is not then in 
default under any document related to this transaction beyond any applicable grace 
period or cure period; 
 (b) an opinion of counsel for the Transferee, delivered to the City, to the effect that 
the Transferee (i) has assumed in writing and in full, all duties and obligations of the 
Borrower under this Note, the Loan Agreement and the Covenant Agreement, and (ii) 
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that this Note and the Related Documents constitute the legal, valid and binding 
obligations of the Transferee; 
 (c) a showing that written assumption of the Transferee and/or the written 
agreement of the Transferee complies with all provisions of local, state and federal 
laws, ordinances and regulations applicable to the Borrower under this Note and 
Related Documents; 
 (d)  a showing that the Borrower or the Transferee is not in arrears on any 
payments due and owing to the City or is in default under this Note or any of the 
Related Documents, beyond any applicable grace period or cure period; 
 (e) a showing that the Borrower or the Transferee do not have a history of 
instances of non-compliance with any non-monetary provision of this Note or any of 
the Related Documents, which were not cured after notice thereof and within the 
applicable cure period or grace period; and/or, 

 (f)  a showing that the Borrower or the Transferee do not have a documented 
history of instances of failure to make payments due and owing to the City which are 
not paid within a reasonable period after notice thereof. 
  
8. THIS NOTE IS not assignable or assumable without the express written consent 
of the Lender.    
  
9. EACH MAKER AND endorser of this Note hereby waives demand and 
presentment for payment, notice of nonpayment, protest, notice of protest, notice of 
dishonor, bringing of suit, and diligence in taking action to collect any amounts called 
for hereunder and in the handling of properties, rights or collateral at any time 
existing in connection herewith.  Each maker and endorser expressly agrees that this 
Note or any payment thereunder may be extended from time to time, and consent to 
the acceptance of further security for this Note, including other types of security, all 
without in any way affecting the liability of each maker and endorser hereof.  The right 
to plead any statutes of limitation as a defense to any demand on this Note, or any 
guaranty thereof or to any agreement to pay the same or to any demand secured by 
the Deed of Trust or other security, securing the Note, or any and all obligations or 
liabilities arising out of or in connection with said Note or Deed of Trust by any parties 
hereto is expressly waived by each and every of the makers, endorsers, guarantors or 
sureties. 
 
10. SEVERABILITY: If any provision, or a part thereof, of this Note is declared by a 
court of competent jurisdiction to be invalid, the invalid provision or part thereof shall 
be stricken, with the remainder of the provision and other provisions of this Note 
surviving with full force and effect. 
 

11. BORROWER RATIFIES and reaffirms all information previously submitted in 
Borrower’s loan application or financial statement, and by signing this Note, Borrower 
represents and warrants to Lender that the information provided is true and correct 
and that there has been no adverse change in Borrower’s financial condition as 
disclosed to Lender in Borrower’s most recent application or financial statement.   
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12. APPLICABLE LAW AND VENUE: This Note has been issued, executed and 
delivered in the State of Washington and shall be governed by and construed in 
accordance with the laws of the State of Washington, except to the extent that the laws 
of the United States of America may prevail. Venue to enforce any provision shall be in 
the Spokane County Superior Court. 
 

 ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, TO 
EXTEND CREDIT, TO MODIFY OR AMEND ANY AGREEMENT TERMS, 
TO RELEASE ANY GUARANTOR, TO FORBEAR FROM ENFORCING 
REPAYMENT OF A DEBT OR FORBEAR FROM EXERCISING ANY 
REMEDIES, OR TO MAKE ANY OTHER FINANCIAL ACCOMMODATION 
RELATED TO THIS NOTE ARE NOT ENFORCEABLE UNDER 
WASHINGTON LAW. 

  
PRIOR TO SIGNING THIS NOTE, BORROWER HAS READ AND 
UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE. BORROWER 
AGREES TO ALL TERMS AND CONDITIONS OF THIS NOTE AND 
ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS NOTE. 

 
IN WITNESS WHEREOF, the Borrower executed this Promissory Note on this _____ day 
of    , 2018. 
  

 
 
 
BASALT ROCK, LLC 
 
 
 
By:         Date:       
 Konstantin Y. Vasilenko, Member 
 
 
By:         Date:       
 Tatyana A. Vasilenko, Member 
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CITY OF SPOKANE 
BASALT ROCK, LLC 

 
EAST 7TH AVENUE DUPLEX 

 

PROMISSORY NOTE 2 
 
OPR #2018-_____ 
 
Borrower:  Basalt Rock, LLC 
 14 E. Mission Avenue, #3 
 Spokane, WA 99202 
  

Lender: City of Spokane 
 Community, Housing, and Human Services Department 
 808 W. Spokane Falls Blvd., Room 650  
 Spokane, WA 99201 
  
Principal: $137,500.00 
  
Date:   
  
  
1. PROMISE TO REPAY:  FOR VALUE RECEIVED, the undersigned Basalt Rock, 
LLC, hereinafter referred to as "Borrower", promises to repay to the order of the City of 
Spokane, a Washington state municipal corporation, or its successors and assigns 
(hereinafter called "Lender") the maximum principal sum of ONE HUNDRED THIRTY-
SEVEN THOUSAND FIVE HUNDRED DOLLARS ($137,500.00) or so much of said 
sum or sums as may now or hereafter be loaned or disbursed to the Borrower by the 
Lender, for the purpose of providing a portion of the financing for the Borrower’s  East 
7th Avenue Duplex project, located at 2413 East 7th Avenue in Spokane, WA (the 
“Project”).   This Promissory Note 2 (the “Note”) is part of a transaction further reflected 
in Promissory Note 1, a HOME Program Loan Agreement (“Loan Agreement”) and 
HOME Program Loan Covenant Agreement (“Covenant Agreement”) of even date 
herewith.  Promissory Note 1 and Promissory Note 2 are collectively referred to as 
“Notes.”  Lender’s disbursements under the Loan Agreement and the Notes are further 
secured by a Deed of Trust of even date herewith (“Deed of Trust”).  The terms of said 
documents are incorporated herein as if fully set forth herein, and together shall be 
referenced as the “Related Documents”.  The capitalized terms in said Related 
Documents shall have the same meaning in this Note unless the context clearly 

suggests otherwise.  In the event of conflict or ambiguity in the terms of any of these 
documents, the terms most favorable to Lender shall apply. 
 
2. INTEREST:  In addition to repayment of principal sums loaned, Borrower agrees 
to pay interest, compounded monthly, commencing on the date the money is first 
disbursed under the Loan Agreement, at the rate of three percent (3%) per annum.  If 
rents for any HOME-assisted unit  of the Project are raised above the level of the 
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Affordability Requirement defined in the Loan Agreement, or any other provisions, 
covenants, terms, conditions or restrictions of the Loan Agreement are not adhered to, 
then the rate on the outstanding balance shall be increased to the prevailing prime 
lending rate as published in The Wall Street Journal, plus three percent (3%), 
compounded monthly, for the period of noncompliance, as determined by the Director 
of Community, Housing and Human Services for the City of Spokane (the "Director").   
 
3. REPAYMENT; MATURITY: 

A. Deferral Period:  Payment of principal and interest shall be deferred 
during the HOME Affordability Period, as defined in the Loan Agreement and Covenant 
Agreement, so long as Borrower and the Project are in compliance with the 
Affordability Requirements per the terms of the Loan Agreement and Covenant 
Agreement together with all other provisions of this Note and Related Documents. 

 
B. Payment Period:  Principal and interest on this Note shall be payable in 

approximately equal amortized installments on the first day of each month (or the first 
business day thereafter if the first day of the month is a weekend or a holiday for the 
City), commencing immediately after the HOME Affordability Period ends, in the 
amount required to fully amortize the outstanding principal and accrued interest on 
this Note (including the interest accrued) during the remaining City Affordability 
Period, as defined in the Loan Agreement. During the Affordability Period, Borrower 
shall notify the City in writing if, for any reason, Borrower and/or the Project will not 
comply with the Affordability Requirements, at which time any remaining balance 
would become immediately due and payable in full.  

 
C. Prepayment:  The Borrower may pay all or any portion of the outstanding 

principal of the Note at any time, without penalty.  Repayment during the HOME 
Affordability Period, as described in the Loan Agreement, shall not extinguish the 
Affordability Requirements. 

 
D. Late Charges:  A late charge of thirty dollars ($30.00) will be added to 

any payment received after the 10th day of the month in which it is due in addition to 
any other remedy.   

 
E. Application of Payments:  Payments received will first be applied to late 

charges, then to interest, and finally to principal.   
 
F. Place of Payment:  Payments of principal, interest, and fees shall be 

made in lawful money of the United States of America in immediately available funds 
to the City of Spokane, at the Community, Housing, and Human Services Department, 

808 W. Spokane Falls Blvd., Room 650, Spokane, WA 99201, or at such other place as 
Lender may designate in writing according to the schedule noted above.   

 
G. Potential Debt Forgiveness:  Repayment shall further be subject to 

provisions and applicable sections of the Loan Agreement, which allows for debt 
forgiveness in exchange compliance with the Affordability Requirements during the 
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Forgiveness Period, as defined in the Loan Agreement, subject to conditions specified 
in the Loan Agreement.     
   
4. THIS NOTE IS secured by the Deed of Trust of even date herewith, duly filed for 
record in the County of Spokane, Washington. 
  
5. THIS LOAN IS made for the purpose of financing a portion of the costs of the 
demolition of a house and construction of 2 units on the property at 2413 East 7th 
Avenue and legally described in the Deed of Trust and Loan Agreement.  As a 
condition of receiving this loan, Borrower agrees to abide by all of the terms and 
conditions of this Note, Note 1, the Deed of Trust, the Loan Agreement and associated 
Covenant Agreement, incorporated herein by reference as if fully set forth. 
  

6. IF THE BORROWER SHALL default in the payment of any amount due under 
this Note, and such default is not cured within ten (10) days after such payment is 
due, or if any other Event of Default occurs under Note 1, the Deed of Trust, the Loan 
Agreement or the Covenant Agreement and such default is not cured within the cure 
period, if any, applicable thereto, the entire unpaid principal amount of this Note, 
together with accrued interest, shall immediately become due and payable, at Lender's 
option, upon notice to the Borrower.  Failure of Lender to exercise such option shall 
not constitute a waiver of default.  If Lender exercises its option to declare the entire 
amount of Borrower’s loan immediately due and payable as provided above, Borrower 
agrees to pay Lender's cost and expenses of collection, including reasonable attorney's 
fees and court costs.  If this Note is reduced to judgment, the judgment shall bear 
interest at the maximum rate permissible on judgments in the State of Washington.   
 
7. IF THE BORROWER voluntarily sells, transfers, leases or otherwise conveys the 
Project or any portion thereof, to any person/persons or entity/entities (the 
“Transferee”), other than by leasing or renting for residential tenant use as 
contemplated by various provisions of the Loan Agreement, or for any other incidental 
use (to the extent permissible under all applicable federal and state laws and 
regulations), an Event of Default shall occur under the terms of this Note and the 
Related Documents unless the Borrower obtained prior written consent of the 
Director.  The remedies provided for Default may be exercised at the discretion of the 
Director.  An unauthorized transfer also occurs if Borrower grants a junior security 
interest without obtaining the prior written consent of the Director. Any sale, transfer, 
leasing or other disposition of the Project in violation of this Section 7 shall not relieve 
the Borrower of any obligation or obligations under this Note or any Related 
Document.  The Borrower hereby agrees that upon any sale, transfer, lease or other 
disposition of the Project, the Borrower shall transfer all records, accounts, electronic 

data or other documents pertaining to the Project, including documents related to 
Borrower’s compliance with this Note and any Related Document, to the Transferee or 
its designated agent.  Failure by the City to exercise any of its rights and remedies 
under this Note or any Related Documents shall not be construed as a waiver of any 
kind.  The Director’s written consent may be conditioned upon the following, at the 
Director’s sole discretion: 
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 (a) reasonable evidence satisfactory to the Director that the Borrower is not then in 
default under any document related to this transaction beyond any applicable grace 
period or cure period; 
 (b) an opinion of counsel for the Transferee, delivered to the City, to the effect that 
the Transferee (i) has assumed in writing and in full, all duties and obligations of the 
Borrower under this Note, the Loan Agreement and the Covenant Agreement, and (ii) 
that this Note and the Related Documents constitute the legal, valid and binding 
obligations of the Transferee; 
 (c) a showing that written assumption of the Transferee and/or the written 
agreement of the Transferee complies with all provisions of local, state and federal 
laws, ordinances and regulations applicable to the Borrower under this Note and 
Related Documents; 
 (d)  a showing that the Borrower or the Transferee is not in arrears on any 

payments due and owing to the City or is in default under this Note or any of the 
Related Documents, beyond any applicable grace period or cure period; 
 (e) a showing that the Borrower or the Transferee do not have a history of 
instances of non-compliance with any non-monetary provision of this Note or any of 
the Related Documents, which were not cured after notice thereof and within the 
applicable cure period or grace period; and/or, 
 (f)  a showing that the Borrower or the Transferee do not have a documented 
history of instances of failure to make payments due and owing to the City which are 
not paid within a reasonable period after notice thereof. 
  
8. THIS NOTE IS not assignable or assumable without the express written consent 
of the Lender. 
  
9. EACH MAKER AND endorser of this Note hereby waives demand and 
presentment for payment, notice of nonpayment, protest, notice of protest, notice of 
dishonor, bringing of suit, and diligence in taking action to collect any amounts called 
for hereunder and in the handling of properties, rights or collateral at any time 
existing in connection herewith.  Each maker and endorser expressly agrees that this 
Note or any payment thereunder may be extended from time to time, and consent to 
the acceptance of further security for this Note, including other types of security, all 
without in any way affecting the liability of each maker and endorser hereof.  The right 
to plead any statutes of limitation as a defense to any demand on this Note, or any 
guaranty thereof or to any agreement to pay the same or to any demand secured by 
the Deed of Trust or other security, securing the Note, or any and all obligations or 
liabilities arising out of or in connection with said Note or Deed of Trust by any parties 
hereto is expressly waived by each and every of the makers, endorsers, guarantors or 
sureties. 

 
10. SEVERABILITY: If any provision, or a part thereof, of this Note is declared by a 
court of competent jurisdiction to be invalid, the invalid provision or part thereof shall 
be stricken, with the remainder of the provision and other provisions of this Note 
surviving with full force and effect. 
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11. BORROWER RATIFIES and reaffirms all information previously submitted in 
Borrower’s loan application or financial statement, and by signing this Note, Borrower 
represents and warrants to Lender that the information provided is true and correct 
and that there has been no adverse change in Borrower’s financial condition as 
disclosed to Lender in Borrower’s most recent application or financial statement.   
 
12. APPLICABLE LAW AND VENUE: This Note has been issued, executed and 
delivered in the State of Washington and shall be governed by and construed in 
accordance with the laws of the State of Washington, except to the extent that the laws 
of the United States of America may prevail.  Venue to enforce any provision shall be 
in the Spokane County Superior Court. 
 

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, TO 

EXTEND CREDIT, TO MODIFY OR AMEND ANY AGREEMENT TERMS, 
TO RELEASE ANY GUARANTOR, TO FORBEAR FROM ENFORCING 
REPAYMENT OF A DEBT OR FORBEAR FROM EXERCISING ANY 
REMEDIES, OR TO MAKE ANY OTHER FINANCIAL ACCOMMODATION 
RELATED TO THIS NOTE ARE NOT ENFORCEABLE UNDER 
WASHINGTON LAW. 
  
PRIOR TO SIGNING THIS NOTE, BORROWER HAS READ AND 
UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE. BORROWER 
AGREES TO ALL TERMS AND CONDITIONS OF THIS NOTE AND 
ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS NOTE. 

 
 
IN WITNESS WHEREOF, the Borrower executed this Promissory Note on this _____ day 
of    , 2018. 
  

 
 
 
BASALT ROCK, LLC 
 
 
 
By:         Date:        
 Konstantin Y. Vasilenko, Member 
 
 

By:         Date:       
 Tatyana A. Vasilenko, Member 
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CITY OF SPOKANE 
BASALT ROCK, LLC 

 

EAST 7TH AVENUE DUPLEX 
 

DEED OF TRUST 
  
Grantor: Basalt Rock, LLC, a Washington limited liability company 
 
Beneficiary: City of Spokane, a Washington state municipal corporation 
 
Assessor’s Parcel No.: 35214.0410 
 
Legal Description:  LOT 10, BLOCK 4, MAP OF ALTAMONT, AS PER PLAT RECORDED 

IN VOLUME “A” OF PLATS, PAGE(S) 172 AND 173; 
 
 SITUATE IN THE CITY OF SPOKANE, COUNTY OF SPOKANE, STATE 

OF WASHINGTON.  

  
THIS DEED OF TRUST, made this  _______ day of _________________, 2018, by and 
between Basalt Rock, LLC, a Washington limited liability company, referred to herein 
as GRANTOR, whose address is 14 E. Mission Avenue, Suite #3, Spokane, WA 99202, 
First American Title Insurance Company, TRUSTEE, whose address is 40 East 
Spokane Falls Blvd., Spokane, WA  99202 and the City of Spokane, Washington, a 
Washington state municipal corporation, BENEFICIARY, whose address is City of 
Spokane, c/o Community, Housing, and Human Services Department, 808 W. 
Spokane Falls Blvd., Room 650, Spokane, WA 99201. 
  
This Deed of Trust is part of a transaction further reflected in a HOME Program Loan 
Agreement (“Loan Agreement”), HOME Program Loan Covenant Agreement (“Covenant 

Agreement”), and Promissory Note 1, and Promissory Note 2, secured by this Deed of 
Trust.  Collectively, Promissory Note 1 and Promissory Note 2 may be referred to as 
“Promissory Notes.”  The terms of said agreements are incorporated into this Deed of 
Trust, and the capitalized terms in said agreements shall have the same meaning in 
this Deed of Trust unless the context clearly suggests otherwise.  In the event of 
conflict in the terms of any of these documents, the terms most favorable to 
Beneficiary shall apply. 
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WITNESSETH:  Grantor hereby irrevocably grants and conveys to Trustee in trust, 
with power of sale, the following described real property (the “Property”) in Spokane 
County, Washington: 
 

LOT 10, BLOCK 4, MAP OF ALTAMONT, AS PER PLAT RECORDED IN VOLUME 
“A” OF PLATS, PAGE(S) 172 AND 173; 
 
SITUATE IN THE CITY OF SPOKANE, COUNTY OF SPOKANE, STATE OF 
WASHINGTON.  
 
APN:  35214.0410 
 
PROPERTY ADDRESS:  2413 EAST 7th AVENUE, SPOKANE, WA  99202 
 

which real property is not used principally for agricultural or farming purposes, 
together with all the tenements, hereditaments, easements, fixtures and 
appurtenances now or hereafter thereunto belonging or in any way appertaining, and 
the rents, issues, and profits thereof. 
 
This Deed of Trust is for the purpose of securing performance of each agreement of 
Grantor herein contained and as further contained in the Loan Agreement, Covenant 
Agreement, and Promissory Notes, secured by this Deed of Trust, and for the purpose 
of securing payment of the sum of ONE HUNDRED SEVENTY-FIVE THOUSAND AND 
NO/100 DOLLARS ($175,000.00) with interest, in accordance with the terms of two 
Promissory Notes of even date herewith, payable to Beneficiary, and made by Grantor, 
and all renewals, modifications, and extensions thereof, and also such further sums 
as may be advanced or loaned by Beneficiary to Grantor, or any of his/her/their 
successors or assigns, together with interest thereon at such rate as shall be agreed 
upon.  This Deed of Trust also secures to Beneficiary: (a) the payment of other sums, 
with interest, advanced to protect the security of this Deed of Trust; and (b) the 
performance of Grantor’s covenants and agreements under this Deed of Trust and the 
Promissory Notes, Covenant Agreement and Loan Agreement of even date herewith.  
  

GRANTOR COVENANTS that Grantor is lawfully seized of the estate hereby 
conveyed and has the right to grant and convey the Property that the Property is 
unencumbered, except for encumbrances of record.  Grantor warrants and will defend 
the title to the Property against all claims and demands, subject to any prior 
encumbrances of record. 
  

COVENANTS: Grantor and Beneficiary covenant and agree as follows: 
  

1. PAYMENT OF PRINCIPAL AND INTEREST; PREPAYMENT AND LATE 
CHARGES.  Grantor shall promptly pay when due the principal of and interest on the 
debt evidenced by the Promissory Notes and any late charges due under the 
Promissory Notes. 
  
2.  APPLICATION OF PAYMENTS.  Unless applicable law provides otherwise, all 
payments received by Beneficiary under Paragraph 1 shall be applied: first, to any late 
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charges due under the Promissory Notes; second, to interest; and third, to principal 
due under the Promissory Notes. 
  
3.  CHARGES; LIENS.  Grantor shall pay all taxes, assessments, charges, fines, and 
impositions attributable to the Property, which may attain priority over this Deed of 
Trust, including utility charges, whether or not reflected in a recorded lien.  Grantor 
shall pay these obligations on time directly to the person or entity owed payment. 
Grantor shall promptly furnish to Beneficiary upon request copies of all notices of 
amounts to be paid under this Paragraph.  If Grantor makes these payments directly, 
Grantor shall promptly furnish to Beneficiary upon request receipts evidencing the 
payments.  Grantor shall promptly discharge any lien which has priority over this 
Deed of Trust unless: (a) Grantor agrees in writing to the payment of the obligation 
secured by the lien in a manner acceptable to Beneficiary; (b) Grantor contests in good 
faith the lien in legal proceedings, or defends against enforcement of the lien in legal 
proceedings, which, in the Beneficiary's opinion, operate to prevent the enforcement of 
the lien; or (c) Grantor secures from the holder of the lien an agreement satisfactory to 
Beneficiary subordinating the lien to this Deed of Trust, or (d) Beneficiary has 
executed an agreement subordinating its interest.  If Beneficiary determines that any 
part of the Property is subject to a lien, which may attain priority over this Deed of 
Trust, Beneficiary may give Grantor a notice identifying the lien.  Grantor shall satisfy 
the lien or take one or more of the actions set forth above within ten business (10) 
days of the giving of the notice.  Should Grantor fail to pay when due any taxes, 
assessments, insurance premiums, recorded or unrecorded liens, encumbrances, or 
other charges against the Property, Beneficiary may pay the same, and the amount so 
paid, with interest at the rate set forth in the Promissory Notes secured hereby, shall 
be added to and become a part of the debt secured in this Deed of Trust. 
  
4.  HAZARD OR PROPERTY INSURANCE. A. Grantor shall keep the improvements 
now existing or hereafter erected on the Property continuously insured against loss by 
fire, hazards included within the term "extended coverage", and any other hazards, 
including floods or flooding, for which the Beneficiary requires insurance.  This 
insurance shall be maintained in the amounts and for the periods that Beneficiary 
requires in order to maintain adequate protection for the Property, but no act or 
omission by the Beneficiary shall relieve Grantor of the primary duty to procure 
adequate insurance.  In no event shall such insurance be less than the full 
replacement cost of the Property (i.e., 100% of replacement cost).  The insurance 
carrier providing the insurance shall be chosen by the Grantor subject to Beneficiary's 
approval.  All policies shall be held by the Beneficiary, and have loss payable first to 
the Beneficiary, as its interest may appear, and then to the Grantor.  If Grantor fails to 
maintain coverage as described above, Beneficiary may, at Beneficiary's option, obtain 
coverage to protect Beneficiary's rights in the Property in accordance with Paragraph 

7. 
 
B.   All insurance policies and renewals shall be acceptable to Beneficiary and shall 
include a standard mortgage clause.  If Beneficiary requires, Grantor shall promptly 
give to Beneficiary all receipts of paid premiums and renewal notices.  In the event of 
loss, Grantor shall give prompt notice to the insurance carrier and to Beneficiary.  
Beneficiary may make proof of loss if not made promptly by Grantor. 
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C.   Unless Beneficiary and Grantor otherwise agree in writing, insurance proceeds 
shall be applied to restoration or repair of the Property damaged, if the restoration or 
repair is economically feasible and Beneficiary's security is not lessened thereby.  If 
the restoration or repair is not economically feasible or if Beneficiary's security would 
be lessened, the insurance proceeds shall be applied to the sums secured by this Deed 
of Trust, whether or not then due, with any excess paid to Grantor.  If Grantor 
abandons the Property or does not answer within thirty (30) days notice from the 
Beneficiary that the insurance carrier has offered to settle a claim, then Beneficiary 
may collect the insurance proceeds.  Beneficiary may, in its sole discretion, use the 
proceeds to restore or repair the Property or to pay sums secured by this Deed of 
Trust, whether or not then due.  The 30-day period will begin when the notice is given.  
Such application of proceeds by the Beneficiary shall not cause discontinuance of any 
proceedings to foreclose this Deed of Trust.  In the event of foreclosure, all rights of the 
Grantor in insurance policies then in force shall pass to the purchaser at the 
foreclosure sale. 
  
D.   Unless Beneficiary and Grantor otherwise agree in writing, any application of 
insurance proceeds to principal shall not extend or postpone the due date of the 
monthly payments referred to in Paragraph 1 or change the amount of the payments.  
If under Paragraph 20, the Property is acquired by Beneficiary, Grantor's right to any 
insurance policies or proceeds resulting from damage to the Property prior to the 
acquisition shall pass to Beneficiary to the extent of the sums secured by this Deed of 
Trust immediately prior to the acquisition. 
  
5.  FLOOD INSURANCE.  If the Property is located in a one hundred year FEMA Flood 
Zone, Grantor shall maintain flood insurance throughout the term of the Loan in an 
amount not less than the total amount of the Loan or the maximum amount of 
coverage available through the National Flood Insurance Program, furnishing proof of 
same upon request by Beneficiary. 
  
6.  OCCUPANCY, PRESERVATION, MAINTENANCE AND PROTECTION OF THE 
PROPERTY; LOAN APPLICATION; LEASEHOLDS.  Grantor shall cause the Property 
to be occupied, established, and used as decent, safe, sanitary and affordable housing 
for low-income families pursuant to the HOME Investment Partnerships Program (24 
CFR part 92 et seq.) throughout the term of the loan as described in the Promissory 
Notes and Covenant Agreement.  Grantor covenants and agrees to keep the Property in 
good condition and repair, to permit no waste thereof, to complete any building, 
structure, or improvement being built now or hereafter thereon, to restore or replace 
promptly any building, structure, or improvement thereon which may be damaged or 
destroyed, and to comply with all laws, ordinances, regulations, covenants, conditions, 
and restrictions affecting the Property.  Grantor shall be in default if any forfeiture 

action or proceeding, whether civil or criminal, is begun that in Beneficiary's good faith 
judgment could result in forfeiture of the Property or otherwise materially impair the 
lien created by this Deed of Trust or Beneficiary's security interest.  Grantor may cure 
such a default and reinstate, as provided in Paragraph 17 by causing the action or 
proceeding to be dismissed with a ruling that, in Beneficiary's good faith 
determination, precludes forfeiture of Grantor's interest in the Property or other 
material impairment of the lien created by this Deed of Trust or Beneficiary's security 
interest.  Grantor shall also be in default if Grantor, during the loan application 
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process, gave materially false or inaccurate information or statements to Beneficiary 
(or failed to provide Beneficiary with any material information) in connection with the 
loan evidenced by the Promissory Notes.  If this Deed of Trust is on a leasehold, 
Grantor shall comply with all the provisions of the lease.  If Grantor acquires fee title 
to the property, the leasehold and the fee title shall not merge unless Beneficiary 
agrees to the merger in writing. 
  
7.  PROTECTION OF BENEFICIARY'S RIGHTS IN THE PROPERTY.  A.  If Grantor 
fails to perform the covenants and agreements contained in this Deed of Trust, the 
Loan Agreement and/or the Covenant Agreement, or there is a legal proceeding which, 
in the Beneficiary’s good faith judgment, may affect Beneficiary's rights in the Property 
(including but not limited to proceedings in bankruptcy, probate, for condemnation or 
forfeiture, or to enforce laws or regulations), then Beneficiary shall have the right to 
take whatever action it deems reasonably necessary and appropriate to protect the 
value of the Property and Beneficiary's rights in the Property.  Although Beneficiary 
may take action under this Paragraph 7, Beneficiary is not obligated to do so. 
  
B.   Any amounts caused to be disbursed by Beneficiary under this Paragraph 7 
shall become additional debt secured by this Deed of Trust. Unless Grantor and 
Beneficiary agree to other terms of payment, these amounts shall bear interest from 
the date of disbursement at the Promissory Notes rates and shall be payable with 
interest upon notice from Beneficiary to Grantor requesting payment. 
  
C.   Grantor covenants and agrees to defend any action or proceeding purporting to 
affect the security hereof or the rights or powers of Beneficiary or Trustee, and to pay 
all costs and expenses, including the cost of title search and any and all attorney’s 
fees actually incurred, in any such action or proceeding, and in any suit brought by 
Beneficiary to foreclose this Deed of Trust. 
  
D.   Grantor further covenants and agrees to pay any and all costs, fees, and 
expenses in connection with this Deed of Trust, including the expenses of the Trustee 
incurred in enforcing the obligations secured hereby and Trustee’s and attorney’s fees 
actually incurred, as provided by statute. 
  
8.  INSPECTIONS. Beneficiary or its agent may make reasonable entries upon and 
inspections of the Property, subject to all applicable landlord/tenant laws.  Beneficiary 
shall give Grantor notice at least 24 hours prior to an inspection; provided, however, 
such right to notice does not apply to Beneficiary when acting it its regulatory capacity 
or when exercising its police powers. 
  
9.  CONDEMNATION.  A.  The proceeds of any award or claim for damages, direct or 

consequential, in connection with any condemnation or other taking of the Property or 
any part thereof, or for conveyance in lieu of condemnation, are hereby assigned and 
shall be paid to Beneficiary.  In the event of a total taking of the Property, the proceeds 
shall be applied to the sums secured by this Deed of Trust and other liens as approved  
by the Beneficiary, whether or not then due, with any excess paid to Grantor. In the 
event of a partial taking of the Property in which the fair market value of the Property 
immediately before the taking is equal to or greater than the amount of the sums 
secured by this Deed of Trust immediately before the taking, unless Grantor and 
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Beneficiary otherwise agree in writing, the sums secured by this Deed of Trust shall be 
reduced by the amount of the proceeds multiplied by the following fraction: (i) the total 
amount of the sums secured immediately before the taking, divided by (ii) the fair 
market value of the Property immediately before the taking.  Any balance shall be paid 
to Grantor.  In the event of a partial taking of the Property in which the fair market 
value of the Property immediately before the taking is less than the amount of the 
sums secured immediately before the taking, unless Grantor and Beneficiary 
otherwise agree in writing or unless applicable law otherwise provides, the proceeds 
shall be applied to the sums secured by this Deed of Trust whether or not the sums 
are then due.   
  
B.   If the Property is abandoned by Grantor, or if, after notice by Beneficiary to 
Grantor that the condemnor offers to make an award or settle a claim for damages, 
and Grantor fails to respond to Beneficiary within thirty (30) days after the date the 
notice is given, Beneficiary is authorized to collect and apply the proceeds, at its 
option, either to restoration or repair of the Property or to the sums secured by this 
Deed of Trust, whether or not then due. 
  
C.   Unless Beneficiary and Grantor otherwise agree in writing, any application of 
proceeds to principal shall not extend or postpone the due date of the monthly 
payments referred to in Paragraph 1 or change the amount of such payments. 
  
10.  GRANTOR NOT RELEASED; FORBEARANCE BY BENEFICIARY NOT A 
WAIVER.  Extension of the time for payment or modification of amortization of the 
sums secured by this Deed of Trust granted by Beneficiary to any successor in interest 
of Grantor shall not operate to release the liability of the original Grantor or of 
Grantor's successors in interest.  Beneficiary shall not be required to commence 
proceedings against any successor in interest or refuse to extend time for payment or 
otherwise modify amortization of the sums secured by this Deed of Trust by reason of 
any demand made by the original Grantor or Grantor's successors in interest.  Any 
forbearance by Beneficiary in exercising any right or remedy shall not be a waiver of or 
preclude the exercise of any right or remedy. 
  
11.  SUCCESSORS AND ASSIGNS BOUND; JOINT AND SEVERAL LIABILITY; 
CO-SIGNERS. The covenants and agreements of this Deed of Trust shall bind and 
benefit the successors and assigns of Beneficiary and Grantor, except as otherwise 
provided for in this Deed of Trust.  Grantor’s covenants and agreements shall be joint 
and several.  
  
12.  LOAN CHARGES.  If the loan secured by this Deed of Trust is subject to a law 
which sets maximum loan charges, and that law is finally interpreted so that the 

interest or other loan charges collected or to be collected in connection with the loan 
exceed the permitted limits, then: (i) any such loan charge shall be reduced by the 
amount necessary to reduce the charge to the permitted limit, and; (ii) any sums 
already collected from Grantor which exceeded permitted limits will be refunded to 
Grantor.  Beneficiary may choose to make this refund by reducing the principal owed 
under the Promissory Notes or by making a direct payment to Grantor.  If a refund 
reduces principal, the reduction will be treated as a partial prepayment without any 
prepayment charge under the Promissory Notes. 
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13.  NOTICES.  Grantor shall promptly give Beneficiary written notice of any and all 
Project defaults (regardless of whether the default is related to the financing provided 
by Beneficiary and the various agreements governing the terms of such financing, or 
whether the default is related to any of the various other parties or entities providing 
financing to the Project under their various agreements), investigations, claims, 
demands, lawsuits, licensing issues relating to the operation of the building or care 
facility, or other actions by any governmental or regulatory agency or private party 
involving the Property, and any hazardous substance or Environmental Law (as 
defined in Paragraph 19 of this Deed of Trust) of which Grantor has actual or 
constructive knowledge. Any notice provided for in this Deed of Trust shall be given 
pursuant to the procedures outlined in the Loan Agreement.  
 
14.  GOVERNING LAW; SEVERABILITY.  This Deed of Trust shall be governed by 
federal law and the laws of the State of Washington.  In the event that any provisions 
of this Deed of Trust or the Promissory Notes conflict with applicable law, such conflict 
shall not affect other non-conflicting provisions of this Deed of Trust or the Promissory 
Notes, which shall continue in full force and effect. 
  
15.  GRANTOR'S COPY.  Grantor hereby acknowledges receipt of a conformed copy of 
the Loan Agreement, Covenant Agreement, Promissory Notes, and of this Deed of 
Trust. 
  
16.  TRANSFER OF THE PROPERTY OR A BENEFICIAL INTEREST IN GRANTOR.  
A.  Except as provided in the Promissory Notes, if all or any part of the Property or any 
interest in it is sold or transferred (or if a beneficial interest of Grantor is sold or 
transferred and Grantor is not a natural person) without Beneficiary's prior written 
consent, or if any other default occurs under this Deed of Trust, the Promissory Notes, 
the Loan Agreement or the Covenant Agreement, Beneficiary may, at its option, 
require immediate payment in full of all sums secured by this Deed of Trust.  However, 
this option shall not be exercised by Beneficiary if exercise is prohibited by federal law 
as of the execution date of this Deed of Trust.  By accepting payment of any sum 
secured by this Deed of Trust after payment is due, Beneficiary does not waive the 
right to require prompt payment when due of all other sums so secured or to declare 
default for failure to so pay. 
  
B.   If Beneficiary exercises the above option, Beneficiary shall give Grantor notice of 
acceleration.  The notice shall provide a cure period of not less than thirty (30) days 
from the date the notice is delivered or mailed within which Grantor must pay all 
sums secured by this Deed of Trust.  If Grantor fails to pay these sums prior to the 
expiration of this period, Beneficiary may invoke any and all remedies permitted by 

this Deed of Trust without further notice or demand on Grantor. 
 
17.  GRANTOR'S RIGHT TO REINSTATE FOLLOWING ACCELERATION.  If 
Grantor meets the conditions outlined in this paragraph, Grantor shall have the right 
to have enforcement by acceleration of this Deed of Trust discontinued at any time 
prior to the earlier of: (i) 10 days (or such other period as applicable law may specify 
for reinstatement) before sale of the Property pursuant to any power of sale contained 
in this Deed of Trust; or (ii) entry of a judgment enforcing this Deed of Trust.  The 
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conditions which Grantor must meet are that Grantor shall: pay Beneficiary all sums 
which then would be due under this Deed of Trust and the Promissory Notes as if no 
acceleration had occurred; cure any default of any other covenants or agreements; pay 
all expenses incurred in enforcing this Deed of Trust, including, but not limited to, 
reasonable attorneys' fees, and; take such action as Beneficiary may reasonably 
require to assure that the lien of this Deed of Trust, Beneficiary's rights in the 
Property, and Grantor's obligation to pay the sums secured by this Deed of Trust 
continue unchanged.  Upon reinstatement by Grantor, this Deed of Trust and the 
obligations secured hereby shall remain fully effective as if no acceleration had 
occurred.  However, this right to reinstate shall not apply in the case of acceleration 
caused by Grantor's selling or transferring all or any part of the Property or any 
interest in it (or if a beneficial interest of Grantor is sold or transferred and Grantor is 
not a natural person) without Beneficiary's prior written consent.   
  
18.  NO FURTHER ENCUMBRANCES.  A. For the purposes of protecting Beneficiary's 
security and keeping the Property free from junior and subordinate financing liens, 
Grantor agrees and understands that any sale, conveyance, further encumbrance 
(including the granting of easements and any and all other matters affecting title or 
other transfer of title to the Property, or any interest therein (whether voluntary or by 
operation of law), without Beneficiary's prior written consent, shall be an Event of 
Default under this Deed of Trust. 
 
B.   Notice is hereby given to all third parties that any mortgage or other Deed 

of Trust that they may receive against the Property without the prior written 
approval and acknowledgment of the Beneficiary of this Deed of Trust shall be 

null and void and without force or effect. 

  
19.  HAZARDOUS SUBSTANCES; REPRESENTATIONS AND WARRANTY.  A. 
Grantor shall not cause or permit the presence, use, disposal, storage, or release of 
any Hazardous Substances (as defined in this Paragraph 19) on or in the Property, 
except for the presence, use, storage and disposal of reasonable quantities of such 
Hazardous Substances as are generally used in the ordinary course of operating, 
maintaining or developing properties such as the Property, all of which Indemnitor 
represents, warrants and covenants shall be used, stored and disposed of in 
accordance with commercially reasonable practices and all applicable laws.  Grantor 
shall not perform any act, nor allow, cause or permit the performance of any act, 
affecting the Property when such act constitutes a violation of any federal, state, or 
local Environmental Law, ordinance, or rule.  As used in this Paragraph 19, 
"Environmental Law" means federal laws, state laws and local codes, laws, and/or 
ordinances of the jurisdiction where the Property is located that relate to health, 
safety, or environmental protection. 

  
B.   Grantor shall promptly give Beneficiary written notice of any investigation, 
claim, demand, lawsuit, or other action by any governmental or regulatory agency or 
private party involving the Property, and any hazardous substance or Environmental 
Law of which Grantor has actual knowledge.  If Grantor learns, or is notified by any 
governmental or regulatory authority, that any removal or other remediation of any 
hazardous substance affecting the Property is necessary, Grantor shall promptly take 
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all necessary remedial actions in accordance with Environmental Law and shall bear 
all costs and expenses thereof. 
  
C.  The Grantor hereby represents and warrants that, to the best of the Grantor’s 
knowledge and belief, and after reasonable investigation and inquiry, the Project has 
never been and is not being used to make, store, handle, treat, dispose of, generate, or 
transport Hazardous Substances in violation of any applicable law, which Hazardous 
Substances have not been or will not be abated according to all applicable law and 
regulations related thereto prior to tenant occupancy of the rehabilitated project.  To 
the best of Grantor’s knowledge and belief, and after reasonable investigation and 
inquiry, there has not been a release of Hazardous Substances on, from, or near the 
Property, which release has not been or will not be abated to levels acceptable under 
all applicable law and regulations related thereto prior to tenant occupancy of the 
rehabilitated project.  The Grantor has never received any notification, citation, 
complaint, violation, or notice of any kind from any person relating or pertaining to the 
making, storing, handling, treating, disposing, generating, transporting, or release of 
Hazardous Substances, for which there has not been or will not be abatement to levels 
acceptable under all applicable law and regulations related thereto prior to tenant 
occupancy.  Grantor represents and warrants that any asbestos and lead-based paint 
found within the Project will be abated to levels acceptable under applicable law prior 
to tenant occupancy of the rehabilitated project.  “Hazardous Substances” means (i) 
any “hazardous waste” as defined by the Resource Conservation and Recovery Act of 
1976 (42 U.S.C. § 6901, et seq.), as amended from time to time, and regulations 
promulgated thereunder; (ii) any “hazardous substance” as defined by the 
Comprehensive Environmental Response, Compensation and Liability Act of 1980 (42 
U.S.C. § 9601, et seq.), as amended from time to time, and regulations promulgated 
thereunder; (iii) “oil, petroleum products and their by-products” as defined under 
Washington law as amended from time to time, and regulations promulgated 
thereunder; (iv) any “hazardous substance” as defined under Washington law, as 
amended from time to time, and regulations promulgated thereunder; (v) any 
“asbestos material” as defined under Washington law, as amended from time to time, 
and regulations promulgated thereunder and/or as defined by 40 C.F.R. Section 
61.141, as amended from time to time; (vi) any “radon gas” in excess of levels 
recommended in U. S. Environmental Protection Agency Guidance Documents, as 
modified from time to time, or lower levels as provided by any applicable law or 
regulation now or hereafter in effect; (vii) any “infectious waste” as defined under 
Washington law, as amended from time to time, and regulations promulgated 
thereunder; (viii) any substance the presence of which on any property attributable to 
the operations of the Grantor is prohibited, restricted or regulated by any law or 
regulation similar to those laws, regulations and/or documents set forth above, 
including without limitation, polychlorinated biphenyls (“PCBs”) and lead-based 

paints; and (ix) any other substance which by law or regulation requires special 
handling in its collection, generation, storage, transportation, treatment or disposal.  
 
 20.  ACCELERATION: REMEDIES.  A.  Beneficiary shall give notice to Grantor prior 
to acceleration, following Grantor’s breach of any covenant or agreement noted in this 
Deed of Trust, the Loan Agreement, or the Covenant Agreement.  The notice shall 
specify: (a) the nature of the default; (b) the action required to cure the default; (c) a 
date, not less than thirty (30) days from the date the notice is given to Grantor, by 
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which the default must be cured; and (d) that failure to cure the default on or before 
the date specified in the notice may result in acceleration of the sums secured by this 
Deed of Trust and sale of the Property at public auction to the highest bidder, in 
accordance with the Deed of Trust Act of the State of Washington (RCW 61.24 or as 
hereafter amended).  The notice shall further inform Grantor of applicable rights to 
reinstate after acceleration, rights to bring a court action to assert the nonexistence of 
a default or any other defense Grantor wishes to assert prior to acceleration and sale, 
and of any other matters required by applicable law to be included in the notice.  If the 
default is not cured on or before the date specified in the notice, Beneficiary, at its 
option, may require immediate payment in full of all sums secured by this Deed of 
Trust without further demand and may invoke the power of sale and any other 
remedies permitted under the Loan Agreement, the Covenant Agreement, the 
Promissory Notes, this Deed of Trust or by applicable law. Beneficiary shall be entitled 
to collect from Grantor all expenses incurred in pursuing the remedies provided in this 
Paragraph 20, including, but not limited to, attorneys' fees and costs of title evidence.   
  
B.   If Beneficiary invokes the power of sale, Beneficiary shall give written notice to 
Trustee of the occurrence of an event of default.  Upon instruction from the 
Beneficiary to do so, Trustee shall cause the trust Property to be sold, in accordance 
with the Deed of Trust Act of the State of Washington, at public auction to the highest 
bidder. Beneficiary or its designee may purchase the Property at any sale.  Trustee 
and Beneficiary shall take such action regarding notice of sale and shall give such 
notices to Grantor and to other persons as applicable law may require.  
  
C.   Trustee shall deliver to the purchaser a Trustee's Deed conveying the Property 
without warranty, expressed or implied.  The recitals in the Trustee's deed shall be 
prima facie evidence of the truth of the statements made therein.  Trustee shall apply 
the proceeds of the sale in the following order: (a) to all expenses of the sale, including, 
but not limited to, reasonable Trustee's and attorneys' fees; (b) to all sums secured by 
this Deed of Trust; and (c) any excess to the person or persons legally entitled to it or 
to the clerk of the superior court of the county in which the sale took place. 
  
D.   The power of sale conferred by this Deed of Trust and by the Deed of Trust Act 
of the State of Washington is not an exclusive remedy.  Beneficiary may cause this 
Deed of Trust to be foreclosed as a mortgage. 
  
21.  RECONVEYANCE.  Upon payment of all sums secured by this Deed of Trust, 
Beneficiary shall request Trustee to reconvey the Property to the person entitled 
thereto and shall surrender this Deed of Trust and all Promissory Notes evidencing the 
debt secured by this Deed of Trust to Trustee.  Trustee shall reconvey the Property 
without warranty and without charge to the person or persons legally entitled to it.  

Such person or persons shall pay any recordation costs. 
  
22.  SUBSTITUTE TRUSTEE.  In the event of the death, incapacity, disability, or 
resignation of Trustee, or at Beneficiary’s reasonable discretion, Beneficiary may 
appoint in writing a successor trustee, and upon the recording of such appointment in 
the mortgage records of the county in which this Deed of Trust is recorded, the 
successor trustee shall be vested with all powers of the original trustee.  The trustee is 
not obligated to notify any party hereto of pending sale under any other Deed of Trust 
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or of an action or proceeding in which Grantor, Trustee, or Beneficiary shall be a party 
unless such action or proceeding is brought by the Trustee. 
  
23.  USE OF PROPERTY.  The Property is not used principally for agricultural or 
farming purposes. 
  
24.  BINDING EFFECT.  This Deed of Trust applies to, inures to the benefit of, and 
is binding not only on the parties hereto, but on his/her/their heirs, devisees, 
legatees, administrators, executors, and assigns.  The term “Beneficiary” shall mean 
the holder and owner of the Promissory Notes secured hereby, whether or not named 
as Beneficiary herein. 
 
25.  ORAL AGREEMENTS OR ORAL COMMITMENTS. ORAL AGREEMENTS OR 
ORAL COMMITMENTS TO LOAN MONEY, TO EXTEND CREDIT, TO MODIFY OR 
AMEND ANY AGREEMENT TERMS, TO RELEASE ANY GUARANTOR, TO FORBEAR 
FROM ENFORCING REPAYMENT OF A DEBT OR FORBEAR FROM EXERCISING ANY 
REMEDIES, OR TO MAKE ANY OTHER FINANCIAL ACCOMMODATION RELATED TO 
THIS INSTRUMENT ARE NOT ENFORCEABLE UNDER WASHINGTON LAW. 
  

BY SIGNING BELOW, Grantor accepts and agrees to the terms and covenants 
contained in this Deed of Trust and in any riders executed by Grantor and recorded 
with it. 

  
IN WITNESS WHEREOF, the Parties have executed this Deed of Trust as of the 

day and year first written above.   
 
 
 
 
 
BASALT ROCK, LLC 
 
 
 
By:         Date:       
 Konstantin Y. Vasilenko, Member 
 
 
 
 
By:         Date:       

 Tatyana A. Vasilenko, Member 
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STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 On this _____ day of    , 2018, personally appeared before me 
Konstantin Y. Vasilenko, to me known to be a Member of Basalt Rock, LLC, a 
Washington limited liability company that executed the within and foregoing 
instrument, and acknowledged the said instrument to be the free and voluntary act 
and deed of said person and the Grantor, for the uses and purposes therein 
mentioned, and on oath stated that he was authorized to execute the said instrument.  
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       
NOTARY PUBLIC, in and for the State of  
Washington, residing at    
My Commission expires    
  
 
 
 
 
 On this _____ day of    , 2018, personally appeared before me 
Tatyana A. Vasilenko, to me known to be a Member of Basalt Rock, LLC, a 
Washington limited liability company that executed the within and foregoing 
instrument, and acknowledged the said instrument to be the free and voluntary act 
and deed of said person and the Grantor, for the uses and purposes therein 
mentioned, and on oath stated that she was authorized to execute the said 
instrument.  
  
 
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       
NOTARY PUBLIC, in and for the State of  
Washington, residing at    

My Commission expires    
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BENEFICIARY - CITY OF SPOKANE 
  
  
  
By:        

David A. Condon, Mayor 
 
Date:       
 
 
 
 ATTEST:     APPROVED AS TO FORM: 
  
  
By:        By:        
 Terri L. Pfister, City Clerk   Assistant City Attorney   
 
Date:       
 
 
 
STATE OF WASHINGTON ) 
    ) ss. 
County of Spokane  ) 
  
 On this _____ day of    , 2018, personally appeared before me 
David A. Condon and Terri L. Pfister, to me known to be the Mayor and City Clerk, 
respectively, of and for the City of Spokane, Washington, the municipal corporation 
that executed the within and foregoing instrument, and acknowledged the said 
instrument to be the free and voluntary act and deed of said municipal corporation, 
for the uses and purposes therein mentioned, and on oath stated that they were 
authorized to execute the said instrument. 
  
 GIVEN under my hand and official seal the day and year in this certificate 
above written. 
  
 
       
NOTARY PUBLIC, in and for the State of  
Washington, residing at    

My Commission expires    

 
  





































Date Rec’d 2/28/2018

Clerk’s File # OPR 2018-0158
Agenda Sheet for City Council Meeting of:
03/19/2018 

Renews #
Submitting Dept SOLID WASTE DISPOSAL Cross Ref #
Contact Name/Phone CHUCK 

CONKLIN
625-6524 Project #

Contact E-Mail CCONKLIN@SPOKANECITY.ORG Bid # 4420-17
Agenda Item Type Contract Item Requisition # CR 19093
Agenda Item Name 4500 & 4490 - CONTRACT WITH BARR-TECH FOR COMPOSTING RESIDENTIAL 

ORGANICSAgenda Wording

Five-year contract, with option for one five-year extension, with Barr-Tech LLC (Sprague, WA) for transporting, 
processing, and composting residential organics -- annual estimated expenditure $1,300,000.

Summary (Background)

A Request for Proposals (RFP),#4420-17, was send out to 21 potentially interested firms, with one response 
received.  Barr-Tech, LLC met all requirements in the RFP to provide services of transporting, processing and 
composting organics for both of the city's Solid Waste Departments.  A few of the initial contract terms were 
renegotiated and agreed upon by all parties.  These include the tonnage rate, fuel surcharge, annual price 
adjustment, and eliminating

Fiscal Impact Grant related? NO
Public Works? NO

Budget Account

Expense $ 800,000 # 4500-44200-37148-54201
Expense $ 500,000 # 4490-44500-37148-54201
Select $ # 
Select $ # 
Approvals Council Notifications
Dept Head CONKLIN, CHUCK Study Session PIES 02-26-18
Division Director SIMMONS, SCOTT M. Other
Finance CLINE, ANGELA Distribution List
Legal ODLE, MARI cconklin@spokanecity.org
For the Mayor DUNIVANT, TIMOTHY swindsor@spokanecity.org
Additional Approvals jsalstrom@spokanecity.org
Purchasing WAHL, CONNIE rschoonover@spokanecity.org
SOLID WASTE 
COLLECTION

WINDSOR, SCOTT mdorgan@spokanecity.org
cwahl@spokanecity.org
Taxes & Licenses



Continuation of Wording, Summary, Budget, and Distribution

Agenda Wording

Summary (Background)

commercial "food waste only" loads. The Solid Waste Collection Department will deliver organic materials 
collected curbside to Barr-Tech's transfer station in southwest Spokane.  Barr-Tech will transport organic 
materials, that are self-hauled by the public, from the Waste to Energy Facility to their main compost facility in 
Sprague, WA.  Over the last several years, approximately 17,000 tons of organics have been collected annually 
from Solid Waste Collection's residential customers. The public has hauled approximately 10,000 tons of 
organics to the Waste to Energy Facility annually.  Diversion of organics from the main waste stream provides 
savings to our to customers and has a positive environmental impact.

Fiscal Impact Budget Account
Select $ # 
Select $ # 
Distribution List

bpaschal@spokanecity.org
tedc@barr-tech.net



  Briefing Paper 

Public Infrastructure, Environment, and Sustainability 
Division & Department:  Public Works / 4500 – Solid Waste Collection   

Subject:  Contract with Barr‐Tech, LLC.  

Date:  February 26, 2018 

Author (email & phone):  Scott Windsor (swindsor@spokanecity.org) 509.625.7806 

City Council Sponsor:  Mike Fagan 

Executive Sponsor:  Scott Simmons, Public Works Director 

Committee(s) Impacted:  Public Infrastructure, Environment and Sustainability  

Type of Agenda item:        Consent               Discussion           Strategic Initiative 

Alignment: (link agenda item 

to guiding document – i.e., 
Master Plan, Budget , Comp 
Plan, Policy, Charter, Strategic 
Plan) 

Solid Waste Collection & Disposal Departments’ Operating Budgets  

Strategic Initiative:   

Deadline:  Current short‐term contract extension expires February 28, 2018 

Outcome: (deliverables, 
delivery duties, milestones to 
meet) 

Allows both departments to compost organic materials collected 
curbside from residential accounts or self‐hauled to the Waste to 
Energy Facility by city and county customers.   

Background/History:  Five‐year contract, with option to extend for one (1) five‐year period, to 
transport, process and compost residential organics – annual estimated expenditure $1,300,000.   
RFP #17‐4420 was issued to 21 firms that provide services in the solid waste industry.  Barr‐Tech, LLC 
was the only response received and met all qualifications as set forth in the RFP.   

Executive Summary: 

 $46.75/ton for Solid Waste Collection to deliver residential organics to Barr‐Tech’s transfer 
station (Action Materials located at 9518 South Grove Road, Spokane, WA 99224) – estimated 
annual expenditure $800,000. 

 $46.75/ton for Barr‐Tech to collect residential organics at the Waste to Energy Facility and 
transport 22 miles to compost facility (Barr Regional Bio‐Industrial Park located at 9117 
Kallenberger Road North, Sprague, WA 99032)–estimated annual expenditure $500,000. 

 Barr‐Tech may request an annual price adjustment in writing based on the Consumer Price 
Index (CPI) of the previous year.   

 A fuel surcharge is being negotiated for instances when diesel reaches an excess of $3.00 per 
gallon.   

 Composting organics diverts materials out of the main waste stream which creates a positive 
environmental impact. 

 Complies with Department of Agriculture’s restrictions on shipments of yard waste. 

 Solid Waste Collection & Disposal have been doing business with Barr‐Tech since 2011 with 
satisfactory results. 

Budget Impact: 

Approved in current year budget?       Yes               No 

Annual/Reoccurring expenditure?       Yes               No 
If new, specify funding source:   
Other budget impacts: (revenue generating, match requirements, etc.) 

Operations Impact: 

Consistent with current operations/policy?                  Yes             No 

Requires change in current operations/policy?                 Yes        No 
Specify changes required: 
Known challenges/barriers: 
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City Clerk’s No.   
 
 

 

City of Spokane 
 

CONTRACT 
 

Title: TRANSPORTING, PROCESSING, AND 
COMPOSTING OF RESIDENTIAL ORGANICS 

 
 
 THIS CONTRACT is between the CITY OF SPOKANE, a Washington State municipal 
corporation, as ("City"), and BARR-TECH, LLC, whose address is 9117 Kallenberger Road North, 
Sprague, Washington 99032, as ("Operator").  Individually hereafter referenced as a “party”, and 
together as the “parties”. 
 
 The parties agree as follows: 
 
1. PERFORMANCE.  The Operator will do all work, furnish all labor, materials, tools, 
construction equipment, transportation, supplies, supervision, organization, and other items of work 
and costs necessary for the proper execution and completion of the work described in the City’s 
Request For Proposal (RFP # 4420-17) entitled Transporting, Processing, and Composting of 
Residential and Commercial Organics for the City’s Solid Waste Department(s) and in 
accordance with the attached Operator’s Response to the City’s RFP # 4420-17. 
 
2. CONTRACT DOCUMENTS.  This Contract, the RFP, and the Operator’s Response to RFP 
constitute the contract documents and are complementary.  Federal and state requirements and the 
terms of this Contract, respectively, supersede other inconsistent provisions.  These contract 
documents are on file with Solid Waste Collection, 915 N. Nelson St., Spokane, Washington 99202, 
and are incorporated into this Contract by reference as if they were set forth at length. 
 
3. SCOPE. The Operator is to provide for the processing and marketing of the following 
materials:  

(1) Residential Yard Debris and Residential Food Waste (“Residential Organics”) collected 
curbside from City of Spokane customers;  
 
(2) Residential Yard Debris and Residential Food Waste (“Residential Organics”) self-hauled 
by the public to the Waste to Energy Plant;  
 
(3) Commercial Yard Debris and Commercial Food Waste (“Commercial Organics”) self-
hauled by businesses to the Waste to Energy Facility; and  
 

 
In addition to the duties outlined and contained in supporting documents and above in Sections 1 
and 2 of this contract the following additional terms have been agreed upon by the Parties: 
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a. Solid Waste Collection and Solid Waste Disposal will pay $46.75 per ton for organics. 

 
b. Solid Waste Collection will deliver residential organics to the designated transfer station for 

Barr-Tech. 
 

c. Solid Waste Disposal will have Barr-Tech pick up self-hauled organics at the Waste to 
Energy Plant and haul to their main facility.     
 

d. No commercial food waste will be collected and delivered to either Barr-Tech’s transfer 
station or main facility.   
 

e. Barr-Tech may request a price adjustment annually in writing based on the CPI of the 
previous year.   
 

f. All residential and self-hauled organic waste collected by either department will be 
delivered to a Barr-Tech facility. 

 
4. FUEL ADJUSTMENT – SURCHARGE. In the event that during the term of this Agreement, 
diesel fuel prices rise to over $3.00 a gallon, then for every five (5) cents that diesel prices increase 
in excess of the $3.00 per gallon, the City will pay Barr-Tech $1.00 per five cent increment per 
roundtrip (see Exhibit C).  A monthly average price per gallon will be used based off of the US Energy 
Information and Administration reports for “West Coat less California” diesel prices (www.eia.gov).  
The fuel charges will be itemized and included on the regular monthly bill for each department.  The 
Fuel Adjustment Surcharge will be firm for a period of three (3) years after which time can be 
renegotiated.  Renegotiations can be initiated in writing by either party.   
 
5. TIME OF PERFORMANCE.  The Contract shall begin on March 1, 2018, and run through 
December 31, 2022.  This Contract may be renewed by written agreement of the parties not to 
exceed one additional five year period. 
 
6. TERMINATION.  Either party may terminate this Contract by ninety (90) days written notice 
to the other party.  In the event of such termination, the City shall pay the Operator for all work 
previously authorized and performed prior to the termination date. 
 
7. COMPENSATION.  The City will pay, in accordance with Operator’s Response to RFP 
attached as Exhibit A, a maximum amount not to exceed ONE MILLION THREE HUNDRED 
THOUSAND AND NO/100 ($1,300,000.00), not including taxes as applicable, as full compensation 
for everything furnished and done under this Contract, subject to allowable additions and deductions 
as provided. 
 
8. PAYMENT.  The Operator will send its applications for payment accordingly to either the 
Director of Solid Waste Collection, 915 North Nelson Street, Spokane, Washington 99202, or the 
Director of Solid Waste Disposal, 2900 South Geiger Boulevard, Spokane, Washington 99224.  
Payment will be made within thirty (30) days after receipt of the Operator's application except as 
provided in RCW 39.76.  Payment will be made via direct deposit/ACH within thirty (30) days 
after receipt of the Company's application except as provided by state law.  Five percent (5%) of 
the Contract price may be retained by the City, in accord with RCW 60.28 for a minimum of forty five 
(45) days after final acceptance, as a trust fund for the protection and payment of: the claims of any 

http://www.eia.gov/
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person arising under the Contract; and the State with respect to taxes imposed pursuant to Titles 
50, 51 and 82 RCW which may be due from the Operator. 
 
9. INDEMNIFICATION. 
 

A. The Operator is an independent Operator and not the agent or employee of the 
City.  No liability shall attach to the City for entering into this Contract or because 
of any act or omission of the Operator except as expressly provided. 

 
B. The Operator agrees to defend, indemnify and hold the City harmless from any 

and all claims, demands, losses and liabilities to or by third parties arising from, 
resulting from or connected with services performed or to be performed under this 
Contract by the Operator, its agents or employees to the fullest extent permitted 
by law.  The Operator's duty to indemnify the City shall not apply to liability for 
damages arising out of bodily injury to persons or damage to property caused by 
or resulting from the sole negligence of the City, its agents or employees.  The 
Operator's duty to indemnify the City for liability for damages arising out of bodily 
injury to persons or damage to property caused by or resulting from the concurrent 
negligence of (a) the City or its agents or employees, and (b) the Operator or its 
agents or employees, shall apply only to the extent of negligence of the Operator 
or its agents or employees.  The Operator's duty to defend, indemnify and hold the 
City harmless shall include, as to all claims, demands, losses and liability to which 
it applies, the City's personnel-related costs, reasonable attorneys' fees, court 
costs and all other claim-related expenses. 

 
C. The Operator waives immunity under Title 51 RCW to the extent necessary 

to protect the City’s interests under this indemnification.  This provision has 
been specifically negotiated. 

 
10. INSURANCE.  The Operator represents that it and its employees, agents and 
subcontractors, in connection with the Contract, are protected against the risk of loss by the 
insurance coverages required in the contract documents.  The policies shall be issued by companies 
that meet with the approval of the City Risk Manager.  The policies shall not be canceled without at 
least minimum required written notice to the City as Additional Insured. 
 
11. SUBCONTRACTOR RESPONSIBILITY.   
 
A. The Operator shall include the language of this section in each of its first tier subcontracts, 

and shall require each of its subcontractors to include the same language of this section 
in each of their subcontracts, adjusting only as necessary the terms used for the 
contracting parties.  Upon request of the City, the Operator shall promptly provide 
documentation to the City demonstrating that the subcontractor meets the subcontractor 
responsibility criteria below.  The requirements of this section apply to all subcontractors 
regardless of tier. 

 
B. At the time of subcontract execution, the Operator shall verify that each of its first tier 

subcontractors meets the following bidder responsibility criteria: 
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1. Have a current certificate of registration in compliance with chapter 18.27 RCW, 
which must have been in effect at the time of subcontract bid submittal; 

 
2. Have a current Washington Unified Business Identifier (UBI) number; 

 
3. If applicable, have: 

 
a.  Have Industrial Insurance (workers’ compensation) coverage for the 

subcontractor’s employees working in Washington, as required in Title 51 
RCW; 

 
b.  A Washington Employment Security Department number, as required in 

Title 50 RCW; 
 

c.  A Washington Department of Revenue state excise tax registration 
number, as required in Title 82 RCW; 

 
d.  An electrical Operator license, if required by Chapter 19.28 RCW; 

 
e.  An elevator Operator license, if required by Chapter 70.87 RCW. 

 
4. Not be disqualified from bidding on any public works contract under RCW 

39.06.010 or 39.12.065 (3).  
 

12. DEBARMENT AND SUSPENSION.   
The Operator has provided its certification that it is in compliance with and shall not contract with 
individuals or organizations which are debarred, suspended, or otherwise excluded from or 
ineligible from participation in Federal Assistance Programs under Executive Order 12549 and 
“Debarment and Suspension”, codified at 29 CFR part 98. 
 
13. NONDISCRIMINATION.   No individual shall be excluded from participation in, denied the 
benefit of, subjected to discrimination under, or denied employment in the administration of or in 
connection with this Contract because of age, sex, race, color, religion, creed, marital status, 
familial status, sexual orientation including gender expression or gender identity, national origin, 
honorably discharged veteran or military status, the presence of any sensory, mental or 
physical disability, or use of a service animal by a person with disabilities.  The Operator agrees 
to comply with, and to require that all subcontractors comply with, Section 504 of the Rehabilitation 
Act of 1973 and the Americans with Disabilities Act, as applicable to the Operator. 
 
14. ASSIGNMENTS.  The Operator may not assign, transfer or sublet any part of the work under 
this Contract, or assign any monies due, without the written approval of the City, except as may be 
required by law.  In the event of assignment of accounts or monies due under this Contract, the 
Operator specifically agrees to give immediate written notice to the City Administrator, no later than 
five (5) business days after the assignment. 
 
15. ANTI-KICKBACK.  No officer or employee of the City of Spokane, having the power or duty 
to perform an official act or action related to this Contract shall have or acquire any interest in the 
Contract, or have solicited, accepted or granted a present or future gift, favor, service or other thing 
of value from or to any person involved in the Contract. 
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16. COMPLIANCE WITH LAWS.  Each party shall comply with all applicable federal, state, and 
local laws and regulations applicable to the subject matter of this Contract, and are incorporated 
herein by reference. 
 
17. DISPUTES.  This Contract shall be performed under the laws of the State of Washington.  
Any litigation to enforce this Contract or any of its provisions shall be brought in Spokane County, 
Washington. 
 
18. SEVERABILITY.  In the event any provision of this Contract should become invalid, the rest 
of the Contract shall remain in full force and effect. 
 
19. AUDIT / RECORDS.  The Operator and its subcontractors shall maintain for a minimum 
of three (3) years following final payment all records related to its performance of the Contract.  
The Operator and its subcontractor shall provide access to authorized City representatives, at 
reasonable times and in a reasonable manner to inspect and copy any such record.  In the event 
of conflict between this provision and related auditing provisions required under federal law 
applicable to the Contract, the federal law shall prevail. 
 
20. BUSINESS REGISTRATION REQUIREMENT.  Section 8.01.070 of the Spokane 
Municipal Code states that no person may engage in business with the City without first having 
obtained a valid annual business registration.  The Operator shall be responsible for contacting 
the State of Washington Business License Services at http://bls.dor.wa.gov or 1-800-451-7985 to 
obtain a business registration.  If the Operator does not believe it is required to obtain a business 
registration, it may contact the City’s Taxes and Licenses Division at (509) 625-6070 to request 
an exemption status determination.   
 
21. CONSTRUAL.  The Operator acknowledges receipt of a copy of the contract documents 
and agrees to comply with them.  The silence or omission in the contract documents concerning 
any detail required for the proper execution and completion of the work means that only the best 
general practice is to prevail and that only material and workmanship of the best quality are to be 
used.  This Contract shall be construed neither in favor of nor against either party. 
 
22. OPERATOR’S ACKNOWLEDGEMENT.  The Operator acknowledges that it has visited the 
site of the work, has examined it, and is qualified to perform the work required by this Contract. 
 
23.   MODIFICATIONS.  The City may modify this Contract and order changes in the work 
whenever necessary or advisable.  The Operator will accept modifications when ordered in writing 
by the Director of Solid Waste Collection or the Director of Solid Waste Disposal and the Contract 
time and compensation will be adjusted accordingly. 
 
24. INTEGRATION.  This Contract, including any and all exhibits and schedules referred to 
herein or therein set forth the entire Agreement and understanding between the parties pertaining 
to the subject matter and merges all prior agreements, negotiations and discussions between 
them on the same subject matter. 
 
25. FORCE MAJEURE.  Neither party shall be liable to the other for any failure or delay in 
performing its obligations hereunder, or for any loss or damage resulting therefrom, due to: (1) 
acts of God or public enemy, acts of government, riots, terrorism, fires, floods, strikes, lock outs, 
epidemics, act or failure to act by the other party, or unusually severe weather affecting City, 

http://bls.dor.wa.gov/
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Operator or its subcontractors, or (2) causes beyond their reasonable control and which are not 
foreseeable (each a “Force Majeure Event”). In the event of any such Force Majeure Event, the 
date of delivery or performance shall be extended for a period equal to the time lost by reason of 
the delay. 
 
BARR-TECH, LLC     CITY OF SPOKANE 
 
 
By_________________________________  By ________________________________ 
Signature  Date    Signature  Date 
 
 
___________________________________  ___________________________________ 
Type or Print Name     Type or Print Name 
 
 
___________________________________  ___________________________________ 
Title       Title 
 
 
Attest:  Approved as to form: 
 
 
 
___________________________________  ___________________________________ 
City Clerk Assistant City Attorney 
 
Attachment that is a part of this Contract: 
 
Exhibit A – Barr-Tech, LLC’s Response to RFP 
Exhibit B – Certificate Regarding Debarment 
Exhibit C – Fuel Adjustment Surcharge Table  

18-002a 
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ATTACHMENT B 
CERTIFICATION REGARDING DEBARMENT, SUSPENSION,  

INELIGIBILITY AND VOLUNTARY EXCLUSION 

 
1. The undersigned (i.e., signatory for the Subrecipient / Operator / Consultant) certifies, to the best of its 

knowledge and belief, that it and its principals: 
 

a. Are not presently debarred, suspended, proposed for debarment, declared ineligible, or voluntarily 
excluded from covered transactions by any  federal department or agency; 

b. Have not within a three-year period preceding this contract been convicted or had a civil judgment 
rendered against them for commission of fraud or a criminal offense in connection with obtaining, 
attempting to obtain, or performing a public (federal, state, or local) transaction or contract under a 
public transaction; violation of federal or state antitrust statutes or commission of embezzlement, 
theft, forgery, bribery, falsification or destruction of records, making false statements, tax evasion, 
receiving stolen property, making false claims, or obstruction of justice; 

c. Are not presently indicted or otherwise criminally or civilly charged by a government entity (federal, 
state, or local) with commission of any of the offenses enumerated in paragraph (1)(b) of this 
certification; and,  

d. Have not within a three-year period preceding this contract had one or more public transactions 
(federal, state, or local) terminated for cause or default. 

 
2. The undersigned agrees by signing this contract that it shall not knowingly enter into any lower tier covered 

transaction with a person who is debarred, suspended, declared ineligible, or voluntarily excluded from 
participation in this covered transaction.  

 
3.  The undersigned further agrees by signing this contract that it will include the following clause, without 

modification, in all lower tier covered transactions and in all solicitations for lower tier covered transactions: 
 

Certification Regarding Debarment, Suspension, Ineligibility and Voluntary Exclusion – Lower Tier 
Covered Transactions 

 
1. The lower tier Operator certified, by signing this contract that neither it nor its principals is 

presently debarred, suspended, proposed for debarment, declared ineligible, or voluntarily 
excluded from participation in this transaction by any federal department or agency. 

 
2. Where the lower tier Operator is unable to certify to any of the statements in this contract, 

such Operator shall attach an explanation to this contract. 
  

4. The terms covered transaction, debarred, suspended, ineligible, lower tier covered transaction, person, 
primary covered transaction, principal, and voluntarily excluded, as used in this exhibit, have the meanings 
set out in the Definitions and Coverage sections of the rules implementing Executive Order 12549.  The 
undersigned may contact the City for assistance in obtaining a copy of these regulations. 

 
5. I understand that a false statement of this certification may be grounds for termination of the contract.  
 

 
 
  
Name of Subrecipient / Operator / Consultant (Type or Print) 

 
 
  
Program Title (Type or Print) 

 
 
  
Name of Certifying Official (Type or Print) 
  
  
Title of Certifying Official (Type or Print) 

 
 
  
Signature  
 
  
Date (Type or Print) 

 
 



Exhibit C - Fuel Adjustment Surcharge  

In the event that diesel prices rise above $3.00 per gallon, the City will pay Barr-Tech the following 
in excess of $3.00 per load (round trip):  

Minimum Price Maximum Price Fee to City (round trip) 
$3.01 $3.05 $1.00
$3.06 $3.10 $2.00
$3.11 $3.15 $3.00
$3.16 $3.20 $4.00
$3.21 $3.25 $5.00
$3.26 $3.30 $6.00
$3.31 $3.35 $7.00
$3.36 $3.40 $8.00
$3.41 $3.45 $9.00
$3.46 $3.50 $10.00
$3.51 $3.55 $11.00
$3.56 $3.60 $12.00
$3.61 $3.65 $13.00
$3.66 $3.70 $14.00
$3.71 $3.75 $15.00
$3.76 $3.80 $16.00
$3.81 $3.85 $17.00
$3.86 $3.90 $18.00
$3.91 $3.95 $19.00
$3.96 $4.00 $20.00
$4.01 $4.05 $21.00
$4.06 $4.10 $22.00
$4.11 $4.15 $23.00
$4.16 $4.20 $24.00
$4.21 $4.25 $25.00
$4.26 $4.30 $26.00
$4.31 $4.35 $27.00
$4.36 $4.40 $28.00
$4.41 $4.45 $29.00
$4.46 $4.50 $30.00
$4.51 $4.55 $31.00
$4.56 $4.60 $32.00
$4.61 $4.65 $33.00
$4.66 $4.70 $34.00
$4.71 $4.75 $35.00
$4.76 $4.80 $36.00
$4.81 $4.85 $37.00
$4.86 $4.90 $38.00
$4.91 $4.95 $39.00
$4.96 $5.00 $40.00

Table does not reflect the maximum rate and is for reference only. 



Date Rec’d 3/6/2018

Clerk’s File # RES 2018-0020
Agenda Sheet for City Council Meeting of:
03/19/2018 

Renews #
Submitting Dept FIRE Cross Ref #
Contact Name/Phone MARK JOHN 625-7000 Project #
Contact E-Mail MJOHN@SPOKANECITY.ORG Bid # SOLE SOURCE 

RESOLUTIONAgenda Item Type Resolutions Requisition # CR#19110
Agenda Item Name 0440 - FIRE DEPARTMENT REPAIR OF WATER RESCUE BOAT
Agenda Wording

Resolution declaring North River Inc. (Roseburg, OR) a sole source provider and authorizing remanufacturing 
services for the City of Spokane Fire Department's custom water rescue boat - $75,000.00 (including tax)

Summary (Background)

The Spokane Fire Department swift water rescue boat was placed into service in 2003.  Minor repairs have 
been completed on an "as needed" basis over the past 15 years.  Currently a major overhaul is needed to 
return the boat to service.  It was determined that a major overhaul completed by the manufacturer would be 
more cost effective than replacing the boat.  Additionally the new version of the boat is larger and would be 
less operationally effective in shallow water as the current boat.

Fiscal Impact Grant related? YES
Public Works? NO

Budget Account

Expense $ 75,000.00 # 5901-79125-94000-56401-43004
Select $ # 
Select $ # 
Select $ # 
Approvals Council Notifications
Dept Head MEIERS, BRANDON Study Session
Division Director MEIERS, BRANDON Other PS&CH 3/5/18
Finance BUSTOS, KIM Distribution List
Legal DALTON, PAT tprince
For the Mayor DUNIVANT, TIMOTHY dstockdill
Additional Approvals mdoval
Purchasing PRINCE, THEA klamoreaux
CITY COUNCIL MCDANIEL, ADAM taxes & licenses
GRANTS & 
CONTRACT MGMT

BROWN, SKYLER



Continuation of Wording, Summary, Budget, and Distribution

Agenda Wording

Summary (Background)

commercial "food waste only" loads. The Solid Waste Collection Department will deliver organic materials 
collected curbside to Barr-Tech's transfer station in southwest Spokane.  Barr-Tech will transport organic 
materials, that are self-hauled by the public, from the Waste to Energy Facility to their main compost facility in 
Sprague, WA.  Over the last several years, approximately 17,000 tons of organics have been collected annually 
from Solid Waste Collection's residential customers. The public has hauled approximately 10,000 tons of 
organics to the Waste to Energy Facility annually.  Diversion of organics from the main waste stream provides 
savings to our to customers and has a positive environmental impact.

Fiscal Impact Budget Account
Select $ # 
Select $ # 
Distribution List

bpaschal@spokanecity.org
tedc@barr-tech.net
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