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ASSIGNMENT OF RENTS AND SECURITY AGREEMENT

(Secunty for Construction Loan Agreement)
LOAN # 9580225802 -

Assessor's Parcel or Athuu Nunhcr FIRST A“ER'CAN mLE co

45130000010002 45130000620000 3404173002C200 SQQ

Abbrcvhledb_erpl
SECT 1 TWNS%[P 34, RNG4, DTN NE SW & LTS A & B PLAT OF WARE
THIS DEED OFTRU.ST (herein Illtnlnem")hmndethh 28TH deyof APRIL

19
BRVID C PARS ﬁ§ AND SHEILA "A PARSONS, HUSBAND AND WIFE

whose address is
(herein "Borrower®) 2203 SAMISI-I WAY BELLINGHAM, WASHINGTON 98226

FIRST AMERICAN TITLE P O BOX 1667,

MT VERNON, WASHINGTUN 98273 (berein "Trustee”), and
the Beneficiary, INTERWEST BANK '
a WASHINGTON CORPORATION omnhednndexiﬂlumderlhehw of

s THE STATE OF WASHINGTON .
whose addresls  pg poy 1549 omc HARBOR, wnsnmcron 982771649 (herein “Lender”).
Botrower, in consideration of i:llthednﬂlhmhradud trust herein crested, irrevocably grants, conveys and
assigns to Trustee, n trust, with power of sale, lhfdhmducﬂhedmpmyhmdtn SKAGIT COUNTY « State
of Waahington: £ N
ATTACHMENT A
15425 LF (11/01/96) (page1of®)

9804290117

| SK1304r6) |53



Together with all buildings, improvementsand tencments now or hereafier erected on the property, and all heretofore or hereafier
vacated allcys and streets aburting the property, and all casements, nghts, appuricnances, rents (subject however to the assignment of rents

- Lender herein), royaltics, mincral, oil and gas rights and profits, water, water rights, and water stock appurtenant o the property, and
il fizrures, machinery, equipment, engines, boilers, incinerators, building materials, appliances and goods of every nature whatsoever now

e "'vor hérﬁfu:r locawd in, or on, or used..or intended to be used in connection with the property, including . but not limiicd 1o, those for the
k_:purpou:s of supplying or distributing heatinp, cooling, electricity, gas, water, air and light; and all clevators, and relatd machinery and

| =" equipment, fire prevention and extinguishing apparatus, sccunty and access control appanius, plumbing, bath tbs, water heaters, water

Al

_~closels, sinks, ranges, stoves, refrigerators, dishwasticrs, disposals, washers, dryers, awnings, storm windows, storm doaors, ssreens, blinds,
sl'ladcs‘,

cumins and cumain rods, murrors, cabinets, panclling, mugs. atached floor covenings. fumniture, pictures, antcnnas. trees and plants

' ‘ : all of which, including replacements and additions thereto, shall pe deemed to be and remain
a pnrt of the rul prnpcrty covered by this !nm'umcm. and all of the forcgoing, together with said property (or the leaschold estate in the
evcm n‘m lmtrumen: 15 on 4 leasehold) are herein referred o as the "Property”.

To Sccun.- o Lcnder (a) the repayment of the indebtedness evidenced by Bortower's note dated  APRIL 28, 1898
‘ : {herein "Note") in the principal sum of

F"'VE HUNDRED THOUSAND NO/100 Dollars,
with inierest d\cmnn. wnh the hnhncc of the indebiedness, if not sooner pawd, duc and payable ot yay 1, 2023
and all renewals, cxtennons and modifications thereof: (b) the repayment of any future advances with interest thereon, made by Lender m
Barrower pursuant to pangraph 31*hereof (herein “Future Advances™); (¢) the performance of the covenants and agreements of Borrower
contained in & Cunsuucnon Lnln .i\gmcmnm between Lender and Borrower dated APRIL 28, 1998

. ifany, a5 provxded in paragraph ‘5 hereof; (d) the payment of all other

sums, with interest lhcmnn ndvm:od in accordance herewith to protect the secunty of this Instrument; and (e} the performance of the
covenants and agreements of Borrowcr hcr:m contaned.

Borrower cavenants that Bgrrowcr is lawfully seised of the estate hereby conveyed and has the nght to grant, convey and assign
the Property (and, it this Instrument is on’a lcksehold, that the ground lease is in full force and ¢ffect without modification except as nowed
above and without defaull on'the pan of cither lessor or lessee thereunder), that the Property is unencumbered, and thar Borrower will
warrant and defend generally the tile to the Property aguinst all claims and demands, subject to any easements and restrictions listed in a
schedule of exceptions to mvcugc‘in.iny title in‘m‘mncc policy mnsuring Lender's inlerest in the Property.

Uniform Covenants. Borrower and Lcnder cnvemnt md agree as follows;

1. PAYMENT OF PRINCIPAL AND INTEREST Borrnwer shall promplly pay when due the principal of and interest on the indebledness
evidenced hy the Note, any prepayment und Inte charues pmwded in the Note and all other sums secured by this [nstrument.

2, FUNDS FOR TAXES, INSURANCE AND OTHER CHARGES Subjcct to applicable law or (o a written waiver by Lender, Borrower
smll pay 1o Lender on the day momhly insiliments af prmc:pal or interest are payable under the Note (or on another day desighated in
writing by Lender), until the Note is paid in full, a sum (hérein "Funds™) equal 1o one-twelfth of (a) the yearly water and sewer rates and
taxes and assessiments which may be levied on the Propeﬂy. (b) the yearly ground rents., if any, (C) the yearly premium instaliments for fire
an other hazard insurance, rent loss insufance and such other insurance covering the Propenty as Lender may require pursuant i paragraph
§ hereof, (d) the yearly premium insallments for mongage insurance, if any, and (¢) if this Instrument is on a leasehold, the yearly fixed
rents, if any, under the ground lease, all as r:mmhly estimated mmally and from time to time by Lender on the basis of assessments and
hills and reasonable estimates thereof, Any waiver by Lender of a requirement that Borrower pay such Funds may be revoked by Lender,
in Lender's sole discretion, at any time upon notice in writing to Borrower, Lender may require Borrower 10 pay to Lender, in advance,
such other Funds for other taxes, charges, premiums, assessments and imposibons in connection with Barrower of the Property which
Lender shall reasonably deem necessary 1o protect Lender's interests (herein *Other Impositions®). Unless otherwise provided by applluble
law, Lender may require Fuads for Other Impositions io be paid by Bomwer iR 2 Iump sum of it periodic instllments, at Lender's option,

The Funds shall be held in an instiution(s) the deposits or lccounts of WhICl'I m insured or guarniced by a Federal or state agency
(including Lender if Lender is such an instinstion), Lender shall apply - the Funds to pay said rates, rents, (axes, assessments, insurance
premiums and Other Impositions so long as Borrower is not in breach of #ny covenant or agreerment of Borrowe in this Instrument. Lender
shall make no charge for so holding and applying the Funds, analyzing said account of for verifying and compiling said asscssments and
bills, unless Lender pays Borrower interest, umm;s or profits on the Funds and lppllcablc law permits Lender to make such » charge.

Botrower and Lender may agree in writing at the time of execution of this Instrament that interest on the Funds shall be paid to Borrower,
and unless such agreement is made or applicable law requires inicrest, camings or profits to be paid, Lender shall not be required to pay
Borrower any interes, camings or profits on the Funds. Lender shall give to Borrower, withour charge, an annual accounting of the Funds
in Lender’s normal format showing credits and debits to the Fundy and the purposc for wh:ch mh d:bu 10 the Funds was made. The Funds
are pledged as additional secunty for the sums secured by this Instrument, :

If the amount of the Funds held by Lender at the time of the annual accounting thereol shalf'ex:eed thc lmount deemed necessary by Lender
1o provide for the payment of water and sewer Tates, Taxes, assessments, insurance premiums, renrs and Other Impositions, as they fall due,
such excess shall be credited w Borrower on the next monthly instaliment or installments of Funds due: If at any time the amount of the
Funds held by Lender shall be less than the amount deemed necessary by Lender to pay water and sewer rales, taxes, assessments, insurance
premiums, rents and Other Impositions, as they fall due, Borrower shall pay to Lender any. amount neccmry to make up the deficiency
within thirty days afier notice from Lendee to Borrower requesting payment thereof

Upon Borrower's breach of any covenant or agreement of Borrower in this Instrument, Lender mly apply. in my nmount and in any onder
as Lender shall determine in Lender’s sole discredon, any Funds held by Lender at te time of lppluuon (i)40 pay. rates, rents, txcs,
ASSCSSMENLS, insurance pmmumsmd Ocher Impositions which are now or will hereafter become due or (i) as & credit against sums secured
by this Instrument. Upon payment in full of all sums secured by this Instrument, Lender shall promptly n:!und m Bomwcnny Funds held
by Lender.

3. APPLICATION OF PAYMENTS, Unless :ppl:clblc law provides otherwise, all payments received by Lcndr.r from Bomwcr undcruu:
Note or this Instrument shall be applied by Lender in the following ordet of pnomy (i) amounts payable . I.mdcrby Borrowcr under
paragraph 2 hereof; (ii) interest payable on the Note; (iii) principal of the Note: (iv) interest payable on advances made ptrsuant to-paragraph
8 hereof; (v) principal of advances made pur-uant to paragraph 8 hereof; (vi) insrest paysblc on any Future Advance, prowded that if more
than one Future Advance is outsanding, Lender may apply payments received among the amounts of intcrest payable on the: Fuure
Advances in such order as Lender, in Lender's sole discretion, may determine; (vil) principal of any Future Advance. provided that if more
than one Future Advance is outstanding, Lender may apply payments received among the principal balances of the Future Advances in’ “such
order as Lender, in Lender's sole discreion, may desermine; and (viii) any other sums secured by this Instrument in such order as Lender; ‘
at Lender's opnnn. may determine; provided, however, that Lender may. at Lender's option, apply any sums payable purﬂnm to paragraph -
8 hereof prior to interest on and principal of the Note, but such application shall not otherwise affect the order of pnonty of apphunon "

specified in this parmgmph 3,
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4. CHARGES: LIENS. Borrower shall pay all water and sewer fales, fents, taxes, asscssments, premiums, and Other Impositions attnbutable
10 the Property at Lender's option in the manner provided undes pamgraph 2 hereof or, if not paid in such manncr, by Borrower making
, .pnymem when due, directly to the payee thereof, or in mich other manner as Lender may designate in writing. Borrower shall prompudy
“ furnishto Lenderall notices of amounts due under this paragraph 4, and in the event Borrower shall make payment directly, Borrower shall

‘prompdy fumish to Lender receipts evidencing such payments. Borrcwer shall promptly discharge any lien which has, or may have, pniority

pver of equnhty with, the licn of this Instrument, and Borrower shall pay, when due, the claims of all persons supplying labor ot materials
~“10./0r in connection with the Praperty. Without Lender's prior wrien permission, Borrower shall not allow any lien inferior to this

!nmumem io bc perfected against the Propeny,

5. HJ\ZARD INSURANCE. Borrower shall keep the improvements aow cxisting of herearier erected on the Pmpcrry insured by camiers
at, all times nus(umry to Lender against Joss by fire, harands included within the term “extended coverage®, rent loss and such other
hazards :ca__sullhcs lisbilities and contingencies as Lender (and, if this Instrument is on a leaschold, the ground lease) shall require and in
such amounts and for such periods as Lender shall require. All premiums on insurance policies shall be paid, at Lender’s option, in the
manaer provided undcr paragraph 2 hereof, or by Borrower making payment, when due, directly to the carrier, of in such other manner
as L:ndcr may dcs:gmu in. wnung

All insurance pohcncs and nncwals thereof shall be 1 a form acceptable to Lender and shall include a standard mortgage clause in favor
of and in form acccpnblc to L:nd:r Lender shall have the night to hold the policics, and Borrower shall promptly fumish to Lender all
renewal notices and-all receipts of paid premiums, At least thirty days prior (o the expiration date of a policy, Borrower shall deliver to
Lendera renewal policy in form satisfactory to Lender, If this Instrument 15 on a leasehold, Borrower shall furmnish Lender a duplicate of
all policies, renewal notices, reficwal policies and receipts of paid premuums if, by virtue of the ground lease, the originals thereof may not
be supplied by Bon-owcrt Lcndcr B

in the cvent of loss, Borruwcr shall Eive munedm: written notice to the isurance carrier and 10 Lender. Borrower herehy authorizes and
empowers Lender as atomney-in-fact for. Bonowcr 1o make proof of loss, to adjust and compromise any claim under insurance policies, to
appear in and prosccute any action msmg from such insurance policies. to collect and receive insurance proceeds, and 1o deduct therefrom
Lender's expenses incurred in the. collecuonuf such proceeds; provided however, that nothing contained in this paragraph 5 shall require
Lender to incur any expense or hl:c any.action. hcrcundcr Borrower turther authonizes Lender, at Lender’s option, (r) 1o hold the balance
of such proceeds to be usced to reimburse Borrower for the cost of feconstruction or repair of the Propcny or (b) to apply the balance of
such proceeds to the payment of the sums recured by this Instrument, whether or not then due, in the order of application sct forth in
paragraph 3 hereof (subject, however. tn thc nghrs of :hc lcssor under the ground leasc if this Instrument is on a leaschold).

If the insurance proceeds are held by Lcndcr ©: mmbunc Bon'owcr for the cost of restoration and repur of the Property, the Property shall
be restored to the equivalent of its oniginat condmon or such other condition as Lender may approve in writing. Lender may, at Lender's
option, condition disbursement of said proceeds on Lender's approval of such plans and specifications of an architect satisfactory to Lender,
contractor’s cost estimates, architect’s certificates, waivers of Jiens; sworn suiements of mechanics and materialmenand such other evidence
of costs, percentage completion of construction, gpplgcapﬁn qf payments, and satisfaction of liens as Lender may reasomably require. If the
insurance proceeds are applied to the payment of ‘the sums ‘secured by this Instrment, any such application of proceeds to principal shall
not extend of postpone the due dates of the monthly installmcnts referred to in paragraphs 1 and 2 hereof or change the ainounts of such
instaliments, If the Property is sold pursuant to pmgraph 27 hereof or.if Lender acquires title to the Property, Lender shail have all of the
nght, title and interest of Borrower in and to any insuance polmcs and unearned premiuns thereon and in and to the proceeds resulting
from any damage to the Property prior to such sale or acqmsm_on

6. PRESERVATION AND MAINTENANCE OF PROPERTY: LEASEHOLDS. Borrower (a) shall not commit waste of pemil impairment
of deterioration of the Property, (b) shall not abandon the Property, (c) shall restore or repair prompdy and in a good and workmanlike
manner all o any part of the Property to the equivalent of its original condition; or such other condition as Lender may approve in writing,
in the event of any damage, injury or loss thereio, whether or not insurance proccods are available to cover in whole or in pan the costs
of such restaration or repair, (d) shall keep the Property, including improvements, fixmres, equipment, machinery and appliances theroon
in good repair and shall replace fixtures, equipment, nmachinery and applms on m: Property when necessary to keep such items in good
repair, (¢) shall comply with all laws, ordinances, regulations and requirements of' lny governmennl body applicable to the Property, (f)
shall provide for professional management of the Property by a residential reneal property manager satisfactory 1o Lender pursuant to a
comiract approved by Lender in writing, unless such requirement shall be- waived by Lmlcr in writing, (g) shall gencrally operate and
maintain the Property in a manner to ensure maximum rentals. and (h) shall gwe noucc in. wruuu to Lendsr of and, unless otherwise
directed in writing by Lender, appear in and defend any action of proceeding purparting to affectthe Property, the security of this Instrument
or the rights or powers of Lender. Neither Borrower nor any tenant o other person shall remove, demolish or alter any improvement now
existing or hereafter erected on the Property or any fisture, equipment, machinery of lppllmce in or on the Property except when incident
to the replacement of fistures, equipment, machinery and appliances with itcms of hk: kmd :

If this Instrument is on a leaschold, Borrower (i) shall compty with the provisions of the gmund l:uc (i) shali give immediate written notice
1 Lender of any default by lessor under the ground lease or of any notice received by Borrower from such lessor of any default under the
ground lease by Borrower. (iii) shall exercise any option to renew o extend the ground lease and give writen confirmation thereof to Lender
within thinty days aftcr such option becomes exercisable, (iv) shall give immediate written notice 1o Lender of the commencement of any
remedial proceedings under the ground lease by any party thercto and, if required by Lcndcr . shall- ‘permit Lender as Borrower's
atiomey-in-fact to control and act for Borrower in any such remedial proceedings and (v) shall withm chirry days after request by Lender
obtain from the lessor under the 3mund lcase and deliver to Lender the Jessor's estoppel certificate required thereunder, if any. Borrower
hereby expressly transfers and assigns to Lender the benefit of all covenants contained in the ground lusc whether or not such covenants
run with the land, but Lender shall have no liability with respest to such covenants nor any other covcnlnls conmned o du: gmund lease.

Borrower shall not surrender the leasehold estate and interests herein conveyed nor terminale or cancel thc gmund lmc cmun; said estate
and intetests, and Borrower shall not, without the express written consent of Lender, alter or amend said ground lease. Borrower covenants
and agrees that there shall not be a merger of the ground lease, or of the keaschold esate created thereby, with the fee cuate covered by
the ground lease by reason of said leaschold estate or xaid fee estate, or any part of either, coming into common ownmhlp. uhless Lender
shall consent in writing to such merger: if Borrower shall acquire such fee estate, then this Instrument shall nnmlnnwusly lnd \vllhnul
ﬁxm:racnonbcspmdsoumbccomuhenonsuchfeeemte EA A |

7. USE OF PROPERTY. Unless required by applmblc law or unless Lender has otherwise agreed in writing, Borrower !Illll not lllow
chanxcs in the use for which all or any part of the Property was intended at the time chis Instrument was executed. Borrowcr sha!lmlmnim
or acquicsce in a change in the zoning classification of the Property without Lender's prior written consent. p
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8. PROTECTION OF LENDER'S SECURITY. If Borrower fails to perform the covenants and agreements contained in this Instrument,
or If any action oz proceeding is commenced which affects the Property o title thereto or the interest of Lender therein, ircluding, but not
.+ lintited 1o, entinent domain, insolvency, code enforcement, or armangements of proceedings involving a bankrupt or decedene, then Lender

a1 Lender's option may make such appearances, disburse such sums and tike such action as Lender deems necessary, in its sole discretion,

i to-protect Lender's interest, including. but not limited to, (i} disbursement of attomney s fees, (i) entry upon the Property fo muke repairs,

.‘ () procuremient of satisfactory insurance as provided in paragraph § hereof, and {iv) if this Instrument is on a leaschold, exercise of any
" ophion to renew ar extend the ground leasc on behalf of Borrower and the curing of any default of Borrower in the terms and conditions
© 2 of the groand lease.

Afiy amounts dubursed by Lender pursuant 1o this paragraph 8, with interest thereon, shall become additional indebtedness of Borrower
“secured by this {nstrument, Unless Borrower and Lender agree to uther terms of payment. such amounts shall be immediately due and
" payable-and.shall bear intcrest from the date of disbursement ar the rate stated in the Note unless collection from Borrower of interest af
such fate-wouid be contrary o applicable law, in which event such amounts shall bear interest at the highest ratc which may be collected
from Borrower under applicable law, Borrower hereby covenunts and agrees that Lendder shall be subrogated 1o the lien of any mongage
or other lien discharged, in whole or in part, by the indebtedness secured hereby. Nothing contained in this paragraph 8 shall require Lender
tw Incurany expense of take any action hereunder.

9. INSPECT!‘C’)"N.__ Lcndrrmny make of cause 10 be made reasonable entnes upon and inspections of the Property.

10. BOOKS AND RECORDS: Borrower shall keep and mantain at all tmes at Borrower’s address stated below, or such other plage as
Lender may approve i wnning, complete and accunite books of accounts and regonds sdequate to reflect correctly the results of the operation
of the Praperty and copies of-all whtten contracus. leases and other instruments which affect the Property. Such books, reconds, coneracts,
leases and other imstruments shall.be, subject 1o examination and inspechion at any reasonable ume by Lender. Upon lender's request,
Botrower shall furmish0 Lender, within one hundred and twenty days after the end of cach fiscal year of Borrower, a balance sheet, a
stalemient of income and:éxpenses of the Property and a statement of changes in financial position, each in reasonable detai! and certified
by Bormwer and, if Lender shall require; by an icdependent centified public accountant, Borrower shall furmish, together with the foregoing
fiomncial statements and at any other.time apon Lender's request, a rent schedule for the Property, centificd by Borrower, showing the name
of cach tenant, and for each tenant, the space occupied, the lease expination date, the rent payable and the rent paid.

11. CONDEMNATION, Borfower sh‘al! prompily. notify Lender of any action or proceeding relating to any condemnation or other taking,
whether director indirect, of the Property, of pant thereof, and Borrower shall appear in and prosecute any such action or proceeding unless
otherwise directed by Lender in waiting. Borrowerauthonizes Lender, at Lender's option, as aftomey-in-fact for Borower, to commence,
appear in and prosccute, in Lender's or Borrower's name, any action or proceeding relating 1o any condemnation or other taking of the
Property, whether direct or indirect; and to sentle of compromise any claim in connection with such condemnation or other iking. The
proceeds of any rward, payment or claitn. for damages, direct o consequential, in connection with any condemnation of other taking,
whether direct or indirect, of the Property, o part thereof, of for conveyances in licu of condemnation, are hereby assighed to and shall
be paid W Lender subject, if this Instrument is on a leaschold, 1o the righis of lessor under the ground lease.

Borrower authorizes Lender to apply such awards, payments, proceeds or damages, after the deduction of Lender's expenses incurred in
the collection of such amounts, at Lender’s option, to restoration of repair of the Property or o payment of the sums secured by this
Instrument, whether or not then due, in the order of application set forth in paragraph 3 hereof, with the balance, if any, to Borrower. Unless
Botrower and Lender otherwise agree in writing, any application'of proceeds to principal shall not extend or pustpone the due date of the
monthly inscallments refeered to in paragraphs | and: hereof or change the amount of such instaliments. Borrower agrees to execute such
turther cvidence of assignment of any awards, proceeds, damages or claims arising in connection with such condemnation or taking as
Lender may require,

12. BORROWER AND LIEN NOT RELEASED. From time to time, Lender may, as Lender's option, without giving notice to or obuining
the consent of Borrower, Borrower's successors or assigns or of any junior lienholder or guarantors, without liability on Lender's part and
notwithsanding Borrower's breach of any covenant or agrecment of Borrower in this Instrument, extend the time for payment of said
indebiedness or any part thereof, reduce the payments thereon, release anyone lisble on any of said indebtedness, accept a renewal note or
rotes therefor, modify the terms and time of payment of said indebtedness, release from the lien of this Instrument any parn of the Propenty,
take or release other or additional security, reconvey any pant of thé Property, corisent to any map or plan of the Property, consent to the
granting of any casement, join in any extension or subordinationagreement, and agiee in writing with Borrower o modify the rate of interest
or penod of amortization of the Nole or change the amount of the monthly insallments payable thercunder, Any actions taken by Lender
pursuant to the tems of this paragraph 12 shall not affect the obligation of Borrower or Borrower's successors or assigns (o pay the sums
secured by this Instrement and to observe the covenants of Borrower contained herein, shall not affect the guaranty of any person,
corporation, partnership or other entity for payment of the indebtedness secured hereby, and shall not affect the lien or priority of lien hereof
on the Property. Borrower shall pay Lender a reasonable service charge, together with such title insurance premiums and attomey's fees
as may be incurred at Lender’s option, for any such action if taken Borrower's request. <

13. FORBEARANCE BY LENDER NOT A WAIVER. Any forbearance by Lender in‘ exercising any right or remedy hereunder, or
atherwise afforded by applicable law, shall not be a waiver of or preclude the exercise of any right or. retmedy. The acceptance by Lender
of payment of any sum secured by this Instrument aficr the due date of such payment shall not be a waiver of Lender's right o either require
prompt payment when due of all other sums so sccured or to declare a default for failure to make prempt payment. The procurement of
insurance or the payment of taxes or other licns or charges by Lender shall not be a waiver of Lender’s right 10 accelerate the matrity of
the indebtedness secured by this Instrument, nor shall Lender's receipt of any awards, proceeds or damages tinder paragraphs § and 1]
hereof aperate to cure or waive Borrower's default in payment of sums secured by this Instniment.’ A

14. ESTOPPEL CERTIFICATE. Borrower shall within ten days of a written request from Lender furmsthndcrmm 2 written statement,
duly acknowledged, setting forth the sums secured by this Instrument and any right of set-off, counterclaim or‘other defense which exists
against such sums and the obligations of this Instrument, T

15. UNIFORM COMMERCIAL CODE SECURITY AGREEMENT. This Instrument is intended to be a ‘security agreement pursuant to
the Uniform Commercial Code for any of the items specified above as part of the Property which, under applicable law, may be subject
10 2 secunly interest pursuant to the Uniform Commercial Code, and Borrower hereby grants Lender a security interest'in-said items,
Borrower agrees that Lender may file this Instrument, or a reproduction thereof, in the real esiate records or other appropriaté index, as
a financing staizment for any of the items specificd abave as part of the Property. Any reproduction of this Instrument or-of any other
secunity agreement or financing statement shall be sufficient as a financing statement, In addition, Borrower agrees to execute and deliver
W Lender, upon Lender's request, any financing statements, as well as extensions, renewals and amendments thereof.‘and reproductions
of this Instrument in such form as Lender may require to perfect a security interest with respeet to said items. Borrower shall pay ail costs
of filing such financing statemen's and any extensions, renewals, amendments and reieases thereof, and shall pay all reasonable costs and
expenses of any record searches for financing statements Lender may reasonably require, Without the prior written consent of Lender, .
Borrower shall not create or suffer to be created pursuant to the Uniform Commercial Code any other security interestin said items,
including replacements and additions thereto. Upon Borrower's breach of any covenant or agreement of Borrower contained in.this .
Inserument, including the covenants to pay when due all sums secured by this Instrument, Lender shall have the remedies of asecured party
under the Uniform Commercial Code and, at Lender's option, may also invoke the remedies provided in paragraph 27 of this Instruthen:
at 1o such items, In excrcising any of said remedics, Lender may proceed against the items of real property and any items of personal
property specificd above as part of the Propenty sepantely or together and in any order whatsoever, without in any way affecting the-
availability of Lender’s remedies under the Uniform Commercial Code or of the remedics provided in paragraph 27 of this Instrument, © -
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-+ 16, LEASES OF THE PROPERTY. As usd in this paragraph 16, the word "lease” shall mean “sublease” if this Instrument is on a
" leascheld. Borrower shall comply with and observe Borrower's obligations as fandlord under al leases of the Property or any part thereof.
Borrower will not lease any portion of the Property for non-residential use except with the prior written approval of Lender, Borrower, at
_~Lender's request, shall furnish Lender with exccuted copies of all leases now existing or hereaficr made of all or avy part of the Property,
* and al¥leases now or hereafier entered into.will be in form and substance subject to the approval of Lender. All leases of the Property shall
+* specifically provide that such leases are subordinate (o this Instrument; thal the tenant atioms o Lender, such atomment to be effective upon
Lender's acquisition of title to the Property: that the tenant agrees to execute such further evidences of attomment as Lender may from time
-+ to-ime fequest;:that the atomment of the tenant shall not be terminated by foreclosure; and that Lender may, at Lender's option, accept
or reject such atornments. Borrower shall not. without Lender’s wnitten consent, execufe, modify, surrender or lerminate, cither orally or
in writing, any leasc now existing or hereafter made of all or any part of the Property providing for & term of three years or mare, permit
an assignment o siblease of such a lease without Lender’s wriien consent, or request of consent (o the subordination of any lease of all
or any part.of the Property to any licn subordinate to this Insument, If Borrower becomes aware that any tenant proposes to o, ot isdoing,
any act of thing which may give rise to any right of ser-off against rent, Borrower shall (i) take such steps as shall be reasonably calculated
to prevent the accrual of any right to a set-off against rent, (ii) notify Lender thereof and of the amount of said set-offs, and (iii) within ten
days after such accryal, reimburse the tenant who shall have acquired such night 1o set-off or ke such other steps as shall effectively
discharge:such ser-olf and ayshall ussure that rents thereafter due shall continue to be puyable without set-off of deduction.

Upon Lender's request: Borrower shall assign to Lender, by wrinten instrument satisfactory to Lender, all leases now existing or hereafter
made of all or any.part.of the Property and all sccurity deposits made by tenants in connection with such leases of the Propersy. Upon
assignment by Borrower to Lendeérof any leases of the Property, Lender shall have all of the nghts and powers possessed Ty Borrower prior
to such assignmentand Lender shall Kave the nght to modify, extend or terminate such existing leases and (o execute new lases, in Lender's
sole discretion. R R

17, REMEDIES CUMULATIVE. Eachiremedy provided in this Instrument is distinct and cumulative to all other rights or remedies under
this Instrument or afforded by law. or.cquity, and may be excreised concurrently, independently, or successively, in any order whatsoever.

18. ACCELERATION IN CASE OF BORROWER'S INSOLVENCY. If Barrower shall volunanly file a petition under the Federal
Bankrupitcy Act, as such Act may from tim to time be amended, or under any similar or successor Federal stanite relating to bankrupicy,
insolvency, arrangements or reorganizations; or under any state bankruptcy or insolvency act, or file an answer in an involuntary proceeding
admitting insolvency or irability to pay debts,-ot if Borrower shall fail to obiain a vacation or sty of involuntary proceedings brought for
the reorganization, dissolution of liquidation of Barrower, or if Borrower shall be adjudged a bankrupt, or if a trustee or receiver shall be
appointed for Borrower or Bortower's property, ot if the Property shall become subject 1o the jurisdiction of a Federal bankruptey court
or similar stale cout, or if Borrower shall make an assignment fot the benefit of Borrower's creditors, or if there is an attachment, cxecution
or other judicial seizure of any portion of Borrawer's assets and such scizure is not discharged within ten days, then Lender may, at Lender's
option, declare all of the sums secured by this lastrumentto be immediatcly due and payable without prior notice 1o Borrower, and Lender
may invoke any remedies permitizd by paragraph 27-of this Iastrument. Any aorncy's fees and other expenses incurved by Lender in
connection with Borrower's bankruptcy or any of the other aforesaid cvents shall be additional indebtedness of Borrower secured by this
Instrument pursuant fo paragraph 8 hereof. .

19, TRANSFERS OF THE PROPERTY OR BENEFICIAL INTERESTS IN BORROWER; ASSUMPTION. On salc or transfer of (i) all
or any pan of the Property, or any interest therein, or (ii) beneficial interests in Borrower (if Borrower is not a namral person or persons
but is a corporation, partnership, trust or other legal entity), Lender may, a1 Lender's option, declare all of the sums secured by this
Instrument to be immediately duc and payable, and Lender may.invok any remedies permitted by pargraph 27 of this Instrument, This
option shall not apply in casc of E

() transfers by devise or descent or by operation of law upon the death of a joint tenant or a partner;

(b} sales or transfers when the transferee’s creditworthiness and management ability are satisfactory to Lender and the transferee
has executed, prior o the sale or transfer, 1 written assumption agreement containing such terms as Lender may require, including, if
required by Lender, an increase in the rate of interest payable under the Note;

{¢) the grant of & leaschold interest in & part of the Propefty of three years or less (or such longer lease term as Lender may permit
by prior writen approval) not containing an option to purchase (¢xcept any interest in the ground lease, if this Instrument is on a lcaschold);

(d) sales or transfers of beneficial intcrests in Borrower provided that such tales or transfers, together with any prior sales or
transfers of beneficial interests in Borrower. but excluding sales or transfers under subparagraphs (a) and (b) above, do not result in more
than 49% of the beneficial interests in Borrower having been soid or transferred since commencement of amortization of the Note: and

(¢} sales or transfers of fixtures of any personal property pursuant o the first paragraph of Paragraph 6 hereof.

20, NOTICE. Except for any notice required under applicable law 1o be given in anther mariner, (a) any notice to Borrower provided for
in this Instrument of in the Note shall be given by mailing such notice by certified mail addressed to Borrower at Borrower's address stated
below or at such other address as Borrower may designate by notice 10 Lender as provided herein, and (b) any notice to Lender shall be
given by certified mail, rerum receipt requested, 1o Lender's address stated herein or fo such other address as Lender may designate by
notice to Borrower as provided herein. Any notice provided for in this Instrument.or-in thé Note shall be decmed to have been given to
Borrower or Lender when given in the manner designated herein.

21, SUCCESSORS AND ASSIGNS BOUND; JOINT AND SEVERAL LIABILITY: AGENTS: CAPTIONS. The covenants and agreements
herein contained shall bind, and the rights hereunder shall inure to, the respective successors and assigns of Lender and Borrower, subject
to the provisions of paragraph 19 hercof. All covenants and agreements of Borrower shall be'joint and sevenal. In exercising any rights
hereunder or taking any actions provided for herein, Lender may act through its employess, agents orindependent contractors as authorized
by Lender, The captions and headings of the paragraphs of this Instrument are for convenience only and are not 1o be used to interpret or
define the provisions hereof.

22, UNIFORM MULTIFAMILY INSTRUMENT; GOVERNING LAW: SEVERABILITY. This form of multifamily instrument combines
uniform covenants for national use and non-uniform covenants with limited variations by jurisdiction'to constitute a uniform security
instrument covering real property and related fixtures and personal property. This Instrument shall be governed by the law of the jurisdiction
in which the Property is located. In the event that any provision of this Instrument or the Note conflicts withapplicable law, such conflict
shall not affect other provisions of this Instrument or the Note which can be given effect without the conflicting provisions, and to this end
the pravisions of this Instrument and the Note are declared to be severable. In the event that any applicable Iaw limiting theamount of
interest or other charges permitied 10 be collected from Borrower is interpreted so that any charge provided forin this-Instrument or in the
Note, whether considered separaiely or together with other charges Jevied in conncction with this Instrument and the Note; violates such
law. and Borrower is entitled to the benefit of such law, such charge is hereby reduced to the extent necessary to eliminate such violation.
The amounss, if any, previously paid to Lender in excess of the amounts payable to Lender pursuant to such charges as.feduced shall be
applied by Lenderto reduce the principal of the indebtedness evidenced by the Notz. For the purpose of detcrmining whether any applicable
law limiting the amount of intcrest of other charges perminied to be collected from Borrower has been violated, ail indebtedness which-s .
secured by this Instrument or evidenced by the Notr and which constitutes intcrest, as well as all other charges levied in connection with™
such indebtedness which constitute interest, shall be deemed to be allocated and spread over the stated term of the Note, Unless otherwise
required by applicable law, such allocation and spreading shall be effected in such a manner that the rate of interest computed thereby is'
uniform throughout the stated term of the Note, B

23, WAIVER OF STATUTE OF LIMITATIONS. Borrower hercby waives the right to asscrt any sueuts of limintions as & bar to the
enforcement of the lien of this Instrument of t any action brought to enforce the Note or any other obligation secured by this Instrumm
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4. WAIVER OF MARSHALLING, Notwithsnding the existence of any other secunty intetests in the Property held by Lender or by any
other party, Lender shall have the right to determine the order in which any or all of the Property shall be subjected to the remedics provided

“ % herein. Lender shall have the right to detcrmine the order in which any or all portions of the indebtedness secured hereby are satisfied from

the proceeds realized upon the exercise of the remedies provided herein, Borrower, any party who consents to this Instyment and any pary

" who now or hereaficr acquires & security interest in the Property and who has acrual or constructive notice hereof hereby waives any and

< all right to require the marshatling of assets in connection with the exercise of any of the remedies permitted by applicable law or provided
<7 herein,

25, CONSTRUCTION LOAN PROVISIONS. Borrower agrees to comply with the covenants and conditions of the Construction Loan
¢ £~ Agreement, if any, which is hereby incorporated by reference in and made a part of this Instrument, All advances made by Lender pursuant
©© 4 the'Canstruction Loan Agreement shall be indebtedness of Borrower secured by this Instrument, and such advances may be obligatory
* us'provided in the Construction Loan Agreement. All sums disbursed by Lender prior to completion of the improvements to protect the

security of this Instrument up to the principal amount of the Note shall be reated as disbursements pursuant to the Construction Loan

‘Agreement. All'such sums shall bear interest from the date of disbursement at the rale stated in the Note, unless collection from Borrower
of interest at such rate would be contrary to applicable law in which event such amounts shall bear interest at the highest rate which may

bc zollected from Borrower under applicable law and shall be payable upon notice from Lender to Borrower requesting payment therefor.

From time to time as Lender deems necessary to protect Lender's interests, Borrower shall, upon request of Lender, execute and deliver
to Lenderin such.form as Lender shall direct, assignments of any and all rights or claims which relate to the construction of :he Property
and which _.Bérm"wc"r:nuy-'hgge against any party supplying or who has supplicd Iabor, materials or services in connection with construction
of the Property. In.case of breach by Barruwer of the covenants and conditions of the Construction Loan Agreement, Lender. at Lender's
option, with or without.éntry upon the Propenty, (i) may invoke any of the nghts or remedies provided in the Construction Loan Agteement,
(ii) may accelenute the sums secured by this Instrument and invoke those remedies provided in pamgraph 27 hereof, or (iii) may do both,
If, after the commencement of amortization of the Note, the Note and this Instrument are sold by Lender, from and after such sale the
Construction Loan-Agrecment shallcease to be a part of this Instrument and Borrower shall not assert any night of setoff, counterclaim
ur other claim or defense arixing-6ut.of or in connection with the Construction Loan Agreement against the obligations of the Note and this
Instrument, o

26. ASSIGNMENT OF RENTS; APPOINTMENT OF RECEIVER; LENDER IN POSSESSION. As pan of the consideration for the
indebicdness evidenced by the-Note, Borrower hereby absolutely and unconditionally assigns and transfers to Lender all the rents and
revenues of the Property, including those now.due, past due, of ta become due by virtue of any lease or other agreement for the occupancy
or use of all or any pan of the Property, regardless of to whom the rents and revenues of the Property arc payable, Barrower hereby
authorizes Lender or Lender's agents o collect the aforesaid rents and revenues and hereby directs each tenant of the Property 10 pay such
rents to Leader or Lender's agens; provided: however, that prior to written notice given by Lender to Borrower of the breach by Borrower
of any covenant or agreement of Borrower in-this Instrument, Borrower shall collect and receive all fents and revenues of the Property as
trustee for the benefit of Lender and Botrower, to apply the rents and revenues so coliectad to the sums secured by this Instrument in the
order provided in paragraph 3 hereof with the balance, so long as no such breach has occurred, to the account of Borrower, it being intended
by Borrower and Lender that this assignmeiit of renis constitutes an absolyte assignment and not an assignment for additional security only.
Upen delivery of written naticc by Lender 16 Borrower of the breach by Borrower of &ny covenant or agreement of Borrower in this
Instrument, and without the necessity of Lender entering upon-and taking and mainaining full control of the Propenty in person, by agent
or by a courr-appointed receiver, Lender shall immediatcly.be entitled ta possession of all rents and reverues of the Property as specified
in this paragraph 26 a3 the same become duc and payable, including bur not limited (o, rents then due and unpaid, and all such renis shall
immediately upon detivery of such notice be held by Borrower as trustee for the benefit of Lenderonly; provided, however, that the written
notice by Lender o Borrower of the breach by Borrﬁ;_iwgr shall conmin a statement that Lender exercises its rights to such rents. Borrower
agrees that commencing upon delivery of such written notice of Borrower's breach by Lender to Borrower, each tenant of the Propesty shall
make such rents payable 1o and pay such rents to Lender or Lender's agents on Lender's written demand to each tenant therefor, delivered
10 ¢ach (enant personally, by mail or by delivering such demand to each rentxl unit, without any liability on the par of said tenant to inquire
further as to the cxistence of a default by Borrower,

Barrower hereby covenants that Borrower has not executed any prior assignment of said rents, that Borrower has not performed, and will
ot perform, any acts or has not executed, and will not execute, any instrument which would prevent Lender from exercising its rights under
this paragraph 26, and that at the time of execution of this Instrument there has’been o anticipation or prepayment of any of the rents of
the Property for more than two months prior to the due dates of such rents. Borrower.covenants that Borrower will not hereafter collect
or accept payment of any rents of the Property more than two months pirior to-the duc-dates of such rents. Borrower further covenants that
Borrower will execute and deliver to Lender such further assignments of rents. and revenucs of the Property as Lender may from time 1o
time request. P

Upon Borrower's breach of any covenant or agreement of Borrower in:this_Instrament, Lender may in person, by agent or by a
court-appointed receiver, regardless of the adequacy of Lender's security, enter upon and ke and- maintain full control of the Propenty in
order to perform all acts necessary and appropriate for the operation and maintenance thereof including, but not limited to, the execution,
cancellation or modification of leases, the collection of all rents and revenues of the Property, the. making of repairs to the Property and
the execution or tcrmination of contracts providing for the management or maintenance of the Property, all on such terms as are deemed
Dest to protect the security of this Instrument. In the event Lender clects to seek the appointment of a. receiver for the Property upon
Borrower's breach of any cavenant ot agreement of Borrower in this [nstrument, Borrower hercby cxpressty consents io the appointment
of such receiver, Lender or the receiver shall be entitled to receive a reasonable fee for s0.managing the Property,

All rents and revenues collected subsequent to delivery of writien notice by Lender to Botrower of the breach by Borrower of any covenant
or agreement of Borrower in this Instrument shall be applied first to the costs, if any, of taking control of &nd managing the Property and
collecting the rents, including, but not limited w0, attomey's fees, receiver's fees, premiums on receiver's bonds, costs of repairs to the
Property. premiums on insurance policies, taxes, assessments and other chargeson the Property, and the costs of discharging any obligation
or liability of Borrower as lessor or landlord of the Property and then 1o the sums sectred by this lm’t’r’um:;nt{ Lender or the receiver shall
have access to the books and records used in the operation and maintenance of the Property and shall be lisble to account only for those
fents actually received. Lender shall not be lisble to Borrower, anyone claiming under or through Borrower or anyone having an interest
in the Property by reason of anything done or left undone by Lender under this paragraph 26. LS e F

If the rents of the Property are not sufficient to meet the costs, if any, of tking control of and marnaging the Property and coliesting the
rents, any funds expended by Lender for such purposes shall become indebiedness of Borrower 1o Lender secured by this Instrument
pursuant to paragraph 8 hereof. Unless Lender and Borrower agree in writing to other terms of payment, such amounts shall be payable
upon natice from Lender to Borrower requesting payment thercof and shall bear interest from the date of disburséunent at the. rate stated
in the Note unless payment of interest at such rate would be contrary to applicable law, in which event such amounts shall bear irierest at
e highest mee which may be collected from Borrower under applicable law. E T

Any enicring upon and taking and maintaining of control of the Property by Lender or the receiver and any appiication ofrcnuupmwded

hercin shall not cure or waive any default hereunder or invatidate any other right o remedy of Lender under applicable aw or provided”

hercin. This assignment of rents of the Propesty shall terminate at such time as this Instrument ceases to secure indebtcdness held by Lender B
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Noo-Uniform Covenants. Borrower and Lender further covenant and agree as follows:

27 ACCELERATION; REMEDIES. Upon Borrower's breach of any covenant or agteement of Borrower in dus Instrument, including,

" but not limited to, the covenants to pay when due any sums sccured by this Instrument, Lender at Lender's option may declare all of the

e sums secured by this Instrument be immediately Jue and payabie without funther demand. After giving Borrower notice of default in the

_manner prescribed by applicable law, Lender may invoke the power of sale and any other remedies permitied by applicable law or provided

.~ herein, Borrower acknowled;es that the power of sale herein granted may be exercised by Lender without prior judicial hearing. Borrower

+has the right to bring an action to asert the nonexistznce of a breach or any other defense of Borrower to acceleration and sale. Lender
shal] be entitled to collect all costs and expenses incurred in pursuing such remedics, including, but not limited 10, artomcy's fecs and costs
of documentary.cvidence, abstracts and title reports.

i Lenderinvokes the power of sale, Lender shall give writen nonce 1o Trustee of the accurrence of an event of default and of Lender’s
clcctibrg»‘m cause the Property to be sold, Trustee and Lender shall give such notices a3 the laws of Washington may requite 1o Borrower
and 1o sueh other persons as the laws of Washington prescribe, and after the lapsc of such time as may be required by applicable law,
Trastee snall s2li the Property according to the laws of Washington. Trustee way sell the Property at the ime and place and under the erms
designated inl the notice of sale in one or mare parcels and in such order as Trustee may determine, Trustee may postpone sale of all or any
parcel of the Property for-a period o periods not cxceeding & total of 30 days by public announcement at the tme and place fixed in the
notice of sale, Lender or Lender's designee may purchase the Property atany sale.

Trusice shall deliver to the purchiser Trustee's deed conveying the Property so sold without any covenantor warmanfy, cxpressed ot implicd.
The recitals in the Trustee's déed shall be prima facic evidence of the tmuth of the smtements made thervin. Trustee shall apply the proceeds
of the sale in the following order: ()10 all costs and expenscs of the sale, including, but not limited to, Trustee's and attomey's fees and
costs of title evidence; (b} to all. sums secured by this Instrument i such onler as Lender, in Lender's sole discretion, directs: and (c) the
cxcess, if any, to the clerk of the superior court of the county in which the sale ook place.

28. RECONVEYANCE. Upon payment of all £1ms secured by this Instrument, Lender shall request Trustee to reconvey the Property and
shall summender this Instrument and alt notes-evidencing indebtedness secured by this Instrument to Trusice. Tiusiee shall reconvey the
Property without warranty o' the: persan or. persons legally entitled thereto. Such persot or persons shall pay Trustee™s reasonable costs
incurred in 5o reconveying the Property.”

29. SUBSTITUTE TRUSTEE. In accondance with applicable law, Lender may from time o time appointa successor trustes o any Trusiee
appointed hereunder who has ceased 1o act, Without-conveyance of the Property, the successor trustee shall succeed o all the title, power
and duties confermed upon the Trustee-hercin and by applicable law,

0. USE OF PROPERTY. The Propenty tsnot used principally for agricultural or farming purposes.

31. FUTURE ADVANCES. Upon request of Borrower, Lender. at Lender's option so long as this Instrument sccurcs indebeedneas held
by Lender, may make Future Advances to Borrower, ‘Such Future Advances, with interest thereon, shall be secured by this Instrument when
evidenced by promissory notes stating that said notes are securcd hereby, A1 o time shall the principal amount of tie indebtedness secured
by this Instrument, not including sums advanced in accordance herewith to protect the security of this Instrument, exceed the original amount
of the Note (U. 500, 00000 ), plus the additional um of U.S. §  N/A

pl tndthn lg'siiummnrhucmscd the same to be executed by its represcntatives thereunto

Borower’s Address: <

2208 SAMISH WAY .~ °

BELLINGHAM, WASHINGTON 98226
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CORPORATE ACKNOWLEDGEMENT
State of Washington, Counry ss:
. 'I . On this day of 19 » before me, the undersigned, a Notary Public
* in‘and for the State of Washington, duly commissioned and sworn, personally appeared
. £ and .bne
~" known to.be the President and Secretary, respectively, of the corporationthat

s executed the within and foregoing instrument, and acknowledged said instrument to be the free and voluntary act and deed

of said corporation, for the uses and purposes therein mentioned, and on oath stated that
authorized to execute said instrument and that the seal affixed is the corporate seal of said corporation,

In Wamcss Whereof. I have hereunto set my hand and affixed my official seal, the day and year first above written.

MyCommtssmn expires: Notary Public in and {y«Qs
| " INDIVIDUAL ACKNOWLEDGEM]
Sute of Washington, = -+ Skaglt County ss:
On this 29th " dayof April 19 98 . begg
in and for the State gf"’Eas_h’ingm:_l_,:;-_duly commissioned and sworn, personally appd¥e
Sheila A. Parsons . » 10 me known (0 be the j
executed the foregoing instrument, and acknowledged to me that they signedand scaled the said instrument

as their free and voluntary act and deed, for the uses and purposes therein mentioned.

In Witness thrcoflhavchcreunloset my hand and affixed my official
Lylis Reynolds /[ -
My Commission expires:'. 8/9/ 2001

~fhe day and year first above writien.
-

blic in and for/theState of Washington, residing at:

N Mopnt Vernon
INDIVIDUAL LIMITED PARTNERSHIP ACKNOWLEDGEMENT

State of Washington, - County ss:

On this day of w19 . before me, the undersigned, 2 Notary Public
in and for the State of Washington, duly commissioncd and 'sworn, personally appeared
» 10 me known-to be the individual(s) described in the foregoing instrument as and
known to be the General Partner(s) of !
Limited Partnership and. on behalf of such Limited Partnership, acknowledged to me that signed and sealed
the foregoing instrument as the free and voluntary act and deed of said Limited Parmership, for the uses and purposes therein
mentioned.

In Witness Whereof, I have hereunto set my hand andaﬂixed hyrqﬁ';cial seal, the day and year first above written,

My Commission expires: NotaryPubhcm and for.the State of Washington, residing at;
CORPORATE LIMITED PARTNERSHIP ACKNOWLEDGEMENT
State of Washington, County ss: - s
On this day of 19 beiore me, te unkrsigned, a Noary
Public in and for the State of Washington, duly commissioned and sworn, personally appeared
and
to me known to be the President and ;o Secretary, respectively, of

the corporation that executed the foregoing
instrument as General Parter of
+ @ Limited Partnership, and acknowledged the said instrument (o be the free and
voluntary act and deed of said corporation as such General Parmer, and of said Limited Partmership; for the uses and
purposes therein mentioned, and on cath stated that authorized to execute the said instrument and
that the scal affixed is the corporate seal of said corporation General Parmer.
In Witness Whereof, I have hereunto set my hand and affixed my official seal, the day and year first above writien,

My Commission expires: Notary Public in and for the State of Washmgtonrcsldmg at:

REQUEST FGK *ULL RECONVEYANCE
The undersigned is the holder of the note or notes secured by this Instrument. Said note or notes, 1ogether with.
all other indebtedness secured by this instrument, has been paid in full. You are hereby directed 1o cancel said note or'notes:
arul this Instrument, which are delivercd heteby, and w reconvey, without warranty, all the estate now held by you under
this Instrument to the person or persons legally entitled thereto.

Dated:
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RETURN TO:
-INTERWEST BANK

" P O Box 1649

.~ oak Harbor, WA 98277

o &.;,-“I..OAN # 9580225802

COMMERCIALIMULTI-FAMILY

- ADJUSTABLE RATE RIDER
(F ederal Cost of Funds Index--Rate Caps)

THIS ADJUSTABLE RATE RIDER is made this 28TH day of aprrlL

1998 | and is incorporated into and shall be deemed to amend and supplemer: the Mortgage, Deed
of Trust or Security Deed (the *Security Instrument”) of the same date given by the undersigned (the
"Borrower") to secure Borro"Wei‘s Adjustable Rate Note (the "Note") to

INTERWEST BAN‘{ A jiﬁh‘\SHII\lG'I‘ON' CORPORATION

(the "Lender") of the samc datc and covenng the property described in the Security Instrument and

located at:
1300-1320 E COLLEGE WAY MOUN'I‘ VERNON, WASHINGTON 98273

[Property Address)
THE NOTE CONTAINS PROVISIONS ALLOWING FOR CHANGESIN THE

INTEREST RATE AND THE MONTI‘LY PAYMENT. THE NOTE LIMITS
THE AMOUNT THE BORROWER'’S INTEREST RATE CAN CHANGE AT
ANY ONE TIME AND THE MAXIMUM RATE THE BORROWER MUST
PAY.

ADDITIONAL COVENANTS. In addition :itibthc covenants and agreements made in the Security
Instrunient, Borrower and Lender further covenant and agree as follows:

A. INTEREST RATE AND MONTHLY PAYMENT‘E N CHANGEs

The Note provides for an initial interest rate of . 8.750 % . The Note
provides for changes in the interest rate and the monthly paymems as follows

4. INTEREST RATE AND MONTHLY PAYMENT CHANGES

(A)  Change Dates

The interest rate I will pay may change on the firstday of = ' may 2003
and on that day every TWELVE months thereafter. Each-date on which my interest rate
could change is called a "Change Date". T R

(B)  The Index ‘ y

Beginning with the first Change Date, my interest rate will be based on an lndcx The "Index”
is the Federal Cost of Funds Index published monthly by the Federal Home Loan Mortgage
Corporation.

If the Index is no longer available, the Note Holder will choose a new mdcx lhal IS basod upon
comparable information. The Note Holder will give me notice of this choice, -

(C)  Calculation of Changes : S
Before each Change Date, the Note Holder will calculate my new interest rate by addmg

THREE AND ONE HALF percentage points  ( 3.500 %)'

to the Current Index. The Note Holder will then round the result of this addition to"the ncarcst

one-eighth of one percentage point (0.125%). Subject to the limits stated in Section 4(D) below thlS:-
rounded amount will be my new interest rate until the next Change Date, A
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The Note Holder will then determine the amount of the monthly payrnent that would be sufficient
o repay the unpaid principal I am expected to owe at the Change Dare in full on the maturity date at

{7 -y new interest rate in substantially equal payments. The result of this calculation will be the new
" o« amount of my monthly payment,

; (D) Limits o Interest Rate Changes

- The interest rate I am required to pay at the first Change Date will not be greater than

S07 710,750 % or less than 8.750 %. Thercafter, my interest
_ rate will never be increased or decreased on any single Change Date by more than THO
(7 2,000 ) percentage point(s) from the rate of interest I have been paying for the
preceding  TWELVE  moaths. My interest rate will never be greater than 13.750 %, or
lessthan . 8.750 %, except as provided in Paragraph 11 of this Note.

(E)  Effective Date of Changes

My new interest rate will become effective on each Change Date. 1 will pay the amount of my new
monthly payment beginning on the first monthly payment date after the Change Date until the amount
of my monthly payment changes again.

(F)  Notice of Changes

The Note Holder will déliver or mail to me a notice of any changes in my interest rate and the
amount of my monthly payment before the effective date of any change. The notice will include
information required by law to be' given me and also the title and telephone number of a person who
will answer any question | may have regarding the notice.

B. TRANSFER OF THE PROPERTY OR A BENEFICIAL INTEREST IN BORROWER

(A)  Transfers of the Property or Beneficial Interest in Borrower; Assumption

On sale or transfer of (i) all or any part of the Property, or any interest therein, or (i) beaeficial
interests in Borrower (if Borrower is not a natural person or persons but is a corporation, partnership,
trust or other legal entity), Lender may, at Lenders option, declare all of the sums secured by this
Note to be immediately due and payable, and Lender may invoke any remedies permitted by paragraph
7 of this Note. This option shall not apply-in.¢ase of

(1) transfers by devise or dcsccntor by operation of law upon the death of a joint tenant or
partner; G,

(2) sales or transfers when the transferee’s credit worthiness and management ability are
satisfactory to Lender and the transferee has executed, prior to the sale or transfer, a written
assumption agreement containing such terms as Lender may require, including, if required by
Lender, an increase in the rate of interest payable under this Note;

(3) the grant of a leasehold interest in a part of tthrOpcny of three years or less (or such
longer lease term as Lender may permit by prior written approval) not containing an option to
purchase; N

(4) sales or transfers of beneficial interest in Borrower provided ‘that such sales or transfer,
together with any prior sales or transfers or beneficial interests in Borrower, but excluding sales
or transfers under subparagraphs (1) and (2) above, do not result in more than 49% of the
beneficial interests in Borrower having been sold or transferred since the date of the Note.

To the extent permitted by applicable law, Lender may charge a reasonable fee.as a condition to the
Lender’s consent to the loan assumption. Lender also may require ‘the ‘transferee to sign an
assumption agreement that is acceptable 1o Lender and that obligates the transferee 1o keep all the
promises and agreements made in the Note and in this Security Instrument. Borrower will continue
to be obligated under the Note and this Security Instrument unless Lender -releases- Borrower in
writing, , ey

If Lender exercises the option to require immediate payraent in full, Lender shall givé_ﬁB‘ot_r,oiyﬁ-ﬁqtice
of acceleration. The notice shall provide a period of not less than 30 days from the date-the notice
is delivered or mailed within which Borrower must pay all sums secured by this Security Instrument,
If Borrower fails to pay these sums prior to the expiration of this period, Lender may invoke any
remedies permitted by this Security Instrument without further notice or demand on Borrower.” . -
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(B) Balloon Payment and Extension Agreement
~Notwithstanding the Maturity Date contained in paragraph 3(A) of this Note, the entire balance of
& pnncxpal and interest of this Note is due and payable in full wy/a+ months from the first payment

“.«” “date.. However, Lender agrees, on the conditions set forth on the attached Exhibit 1 to extend this
" _Note for «n/asmonths, provided such extensions do not extend the final payment beyond the Maturity
-~ Date. Such extension may be made only upon compliance with and in accordance with terms and
.~ conditiors set forth on the attached Exhibit 1. The granting of one or more extensions pursuant

_;hcrcto shall not bind Lender to the granting of future extensions.

| BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in this
Ad]ustable Ratc Rider.

AL W——u—-\.— (s eal)

" DAVID € PARSONS Borrower

- SHEILA A PARSONS Borrower

(Seal)
Borrower

(Seal)
Borrower
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SCHEDULE *C*

The land referredtoherein is situated in the County of Skagit,
State of Washington, and ‘is described as follows:

Lot "A", "PLAT OF WARE®, according to the plat recorded in Volume

14 of Plats, page 80, under Auditor's File No. 8908030035, .
records of Skagit County, Washington; being a portion of the
Southwest 1/4 of Section 17 v Township 34 North, Range 4 East

W.M,
PARCEL "B*:

Lot "B", "PLAT OF WARE", according to the plat recorded in Volume
14 of Plats, page 80, under Auditor's File No. 8908030035,
records of Skagit Couaty, Washington; being a portion of the
Southwest 1/4 of Section 17, Township 34 North, Range 4 Rast

PARCEL *C":

The Northerly 55 feet of the East 129.28 feet of Lot "B*, Nouat
Vernon Short Plat No. MV-5-88, approved August 26, 1988,
recorded August 26, 1988, in Book 8 of Short Plats, Page 63,
under Auditor's File No. 8808260052, and-being.a portion of the
East 1/2 of the North 1/2 of the Northeast 1/i of the Southwest
1/4 of Section 17, Townghip 34 North, Range 4 East, W.N.,
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