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LAND TITLE ©F SKAGIT COLNTY

.~ " MULTIFAMILY DEED OF TRUST
ASSIGNMENT OF RENTS AND SECURITY AGREEMENT
(Security. for Construction Loan Agreement)

THIS DEED OF TRUST (hereirt “Mistrument™) is made this 1% day of July, 2005,
among the Trustor/Grantor, Charles F. Mehrmann ‘and Lisa R. Mehrmann, husband and wife, whose address
is 15234 - 186™ Avenue Northeés't,____JWdi)udin_-vi__lle, Washington 98072 (herein “Borrower”), PACIFIC
NORTHWEST TITLE INSURANCE .COMPANY OF WASHINGTON, a Washington Corporation
{herein “Trustee™), and the Beneficiary, EXECUTIVE_VHOUSE, INC. a corporation organized and existing
under the laws of Washington, whose address is7517 Greenwood Avenue North, Seattle, Washington 98103
(herein “Lender™.

Borrower, in consideration of the indebtedfiess herein recited and the trust herein created, irrevocably
grants, conveys and assigns to Trustee, in trust, with power of sale, the following described property located in
Skagit County, State of Washington: 5
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2 all interest of Borrower in (1) other tangible personal property of any nature whatsoever (a)

Iocated in-or upon the real property and (2) intangible personal property relating to the development, use or
operation of the real property including, but not limited to, all inventories, accounts, accounts receivable, contract
.nghts chattel” paper, leases (subject, however, to the assignment of rents to Lender herein), instruments, deposits,
rionies due arid to become due (including guaranties and security for the payment of same) and all proceeds,
benefits and claims arising as a result of loss in value of the property or damage to any improvements therein or
thereupon, (ingluding, but not limited to, insurance proceeds, awards for condemnation and causes of action
against third persons or entities).”

Together with all buildings, improvemerits and tenements now or hereafter erected on the property, and
all heretofore or hereafter vacated alleys and .streets abutfing the property, and all casements, rights,
appurtenances, rents (subject however to the assignment of rentsto Lender herein), royalties, mineral, oil and gas
rights and profits, water, water rights, and water stock appurfenarit to the property, and all fixtures, machinery,
equipment, engines, boilers, incinerators, building materials, apphances and goods of every nature whatsoever
now or hereafter located in, or on, or used, or intended to. be used in’connection with the property, including, but
not limited to, those for the purposes of supplying or dlstnbutmg heatmg, cooling, electricity, gas water, air and
light, and all elevators, and related machinery and equipment, fire’ preventlon and extinguishing apparatus,
security and access control apparatus, plumbing, bath tubs, water heaters, water closets, sinks, ranges, stoves,
refrigerators, dishwashers, disposals, washers, dryers, awnings; storm wmdows storm doors, screens, blinds,
shades, curtains and curtain rods, mirrors, cabinets, panelling, rugs at‘tached floor coverings, furniture, pictures,
antennas, trees and plants, and all right, title and interest in and to-all rents; income and profits from the above
described premises/property; all of which, including replacements and addltions thereto, shall be deemed to be
and remain 2 part of the real property covered by this Instrument; and all of the foregomg, together with said
property (or the leasehold estate in the event this Instrumnent is on a leasehold) are herem referred to as the
“Property”. : .

To Secure To Lender (a) the repayment of the indebtedness evidenced by Borrower’s note dated

July 1, 2005 (herein “Note”™) in the principal sum of SIX HUNDRED SEVENTY-ONE TI-IOUSAND TWO
HUNDRED FIFTY AND NO/100 ($671,250.00) Dollars, with interest thercon, Wlth thé “balance of the
indebtedness, if not sooner paid, due and payable on July 1, 2015, and all renewals, extensions and
modifications thereof; (b) the repayment of any future advances, with interest thereon,-made by Lender to
Borrower pursuant to paragraph 31 hereof (herein “Future Advances™); (c) the performance of the covenants and
agreements of Borrower contained in a Construction Loan Agreement between Lender and Botrewer dated
November 26, 2004, if any, as provided in paragraph 25 hereof; (d) the payment of all other suins; with interest
thereon, advanced in accordance herewith to protect the security of this Instrument; and (e} the performance of
the covenants and agreements of Borrower herein contained. : :

Borrower covenants that Borrower is lawfully seised of the estate hereby conveyed and has the right 16,
grant, convey and assign the Property {and, if this Instrument is on a leasehold, that the ground lease is in“full ¥
force and effect without modification except as noted above and without default on the part of either lessoror
lessee thereunder), that the Property is unencumbered, and that Borrower will warrant and defend genéraﬂy the .~
title to the Property against all claims and demands, subject to any easements and restrictions listed in a schedule" L

of exceptions to coverage C::je 1 policy insuring Lender’s interest in the Property.
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Umform Covenants. Borrower and Lender covenant and agree as follows:

" 1. PAYMENT OF PRINCIPAL AND INTEREST. Borrower shall promptly pay when due the principal of and interest
* o the indebledness evidenced by the Note, any prepayment and late charges provided in the Note and all other sums secured
by this Instrument.

.- FUNDS FOR TAXES, INSURANCE AND OTHER CHARGES, Subject to applicable law or to a written waiver by
Lender, Borrower shall pay to Lender on the day monthly installments of principal or interest are payable under the Note (or
on another day designated in writing by Lender), until the Note is paid in full, a sum (herein “Funds”) equal to one-twelfth
of (a) the yearly water and sewer rates and taxes and assessment which may be levied on the Property, (h) the yearly ground
rents, ifany, fc) the yearly premium installments for fire and other hazard imsurance, rent loss insurance and such other
insurance covering thé Property as Lender may require pursuant to paragraph 5 hereof {d) the yearly premium installments
for mortgage insurance, if‘any, and (e) if this Instrument is on a leasehold, the yearly fixed rents, if any, under the ground
lease, all as 'reaé'onab]_y-_ estimated initially and from time to time by Lender on the basis of assessments and bills and
reasonable estimates thiereof” 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 to pay to
Lender, in advance, such.other Finds for other taxes, charges, premiums, assessments and impositions in connection with
Borrower or the Property which Lender shall reasonably deem necessary to protect Lender’s interests (herein “Other
Impasitions™). Unless otherwise providéd by applicable law, Lender may require Funds for Other Impositions to be paid by
Borrower in a lump sum or in periodic installments at Lender's option.

The Funds shall be Held in.afi 'ins’ﬁ_tution(s) the deposits or accounts of which are insured or guaranteed by a
Federal or state agency (including Lénder if:Lender is such an institution). Lender shall apply the Funds to pay said rates,
Tents, taxes, assessments, insurani:e:premiums and Other Impositions so long as Borrower is not in breach of any covenant or
agreement of Borrower in this Instrument, Lénc__iéi‘:_shall make no charge for so holding and applying the Funds, analyzing
said account or for verifying and compiling sdid. dssessments and bills, unless Lender pays Borrower interest, earmings or
profits on the Funds and applicable law 'pe_rrﬁ'fts-'Lender to make such a charge. Borrower and Lender may agree in writing at
the time of execution of this Instrument. that-interest pn-the Funds shall be paid to Borrower, and unless such agreement is
made or applicable law requires interest;€arnings or profits to be paid, Lender shall not be required to pay Borrower any
interest, carnings or profits on the Funds. Lender shall give to Borrower, without charge, an annual accounting of the Funds
in Lender’s normal format showing credits and debits to the Funds and the purpose for which each debit to the Funds was
made. The Funds are pledged as additional security for the sums secured by this Instrument.

It the amount of the Funds held by Lefider at the time of the annual accounting thereof shall exceed the amount
deemed necessary by Lender to provide for the payent of water and sewer rates, taxes, assessments, insurance premiums,
rents and Other Impositions, as they fall due, such excess shall be credit to Borrower on the next monthly installment 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 rates, taxeS’;-_aSsessments,:_iﬁSurance premiums, rents and Other Impositions, as
they fall due, Borrower shall pay to Lender any amount necessary to' make up the deficiency within thirty days after notice
from Lender to Borrower requesting payment thereof.

Upon Borrower’s breach of any covenant or agreement of Borrower in this Instrument, Lender may apply, in any
amount and in any order as Lender shall determine in Lenders ‘sole discretion, any Funds held by Lender, at the time of
application (i) to pay rates, rents, taxes, assessments, insurance premiums and.Qther Impaositions which are now or will
hereafter become due, or (if) as a credit against sums secured by this Instrirrent. Upon payment in full of all sums secured
by this Instrument, Lender shall promptly refund to Borrower any Funds held by Lender.

3. APPLICATION OF PAYMENTS. Unless applicable law provides ‘otherwise, all payments received by Lender from
Borrower under the Note or this Instrument shall be applied by Lender in thé'fe]lowihg*brd_et; of priority: {i) amounts payable
to Lender by Botrower under paragraph 2 hereof; (ii) interest payable on the Note; (jif) principal of the Note; (iv) interest
payable on advances made pursuant to paragraph 8 hereof; (v) principal of advances made pursuant to paragraph 8 hereof;
{vi) interest payable on any Future Advance, provided that if more than one Future Advanceiis outstanding, Lender may
apply payments received among the amounts of interest payable on the Future Advances in such order.as Lender, in Lender’s
sole discretion, may determine; (vii) principal of any Future Advance, provided that.if more-thar 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 discretion, may determtine; and (vili) any other sums secured by this Instrumdent in such order as
Lender, at Lender’s option, may determine; provided, however, that Lender may, at Lender*s c'_n_ption.,.téippl‘y any sums payable
pursuant to paragraph 8 hereof prior to interest on and principal of the Note, but such applications shall net otherwise affect
the order of priority of application specified in this paragraph 3. P R

4. CHARGES; LIENS. Borrower shall pay all water and sewer rates, rents, taxes, assessments; "pr‘ém_iums,‘ and Other
Impositions attributable to the Property at Lender’s option in the manner provided under paragraph 2 hereof or, if not paid in
such manner, by Borrower making payment, when due, directly to the payee thereof, or in such other manner-as Fender may
designate in writing. Borrower shall promptly furnish to Leader all notices of amounts due under this paragtaphi 4, and in‘the
event Borrower shall make payment directly, Borrower shall promptly furnish to Lender receipts evidenc-ing"'such'pay‘mcn‘ts,_.
Borrower shall promptly discharge any lien which has, or may have, priority over or equality with, the lien of this Histrument.’.
and Borrower shall pay, when due, the claims of all persons supplying labor or materials to or in connection with the
Property. Without Lender’s prior written permission, Barrower shall not allow any tien inferior to this Instrumentfo be - *
perfected against the Property. E 7

5. HAZARD INSURANCE. Borrower shall keep the improvements now existing or hereafter erected on the Pf@p‘éﬁy’

insured by carriers at all times satisfactory to Lender against loss by fire, hazards included within the term “eXiénd¢d S
coverage”, rent loss and other such hazards, casualties, liabilities and contingencies as Lender (and, if this Instrument is on &

leasehold, the ground lease) shall rgquire-and in such amounts and for such periods as Lender shall require. All
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premiums on fosurance palicies shall be paid, at Lender’s option, in the manner provided under paragraph 2 hereof, or by
~Borrower making payment, when due, directly to the carricr, or in such other manner as Lender may designate in writing.

A All insurance policics and renewals thereof shall be in a form acceptable to Lender and shall include a standard
-fhortgage clause in favor of and in form acceptable to Lender. Lender shail have the right to hold the policies, and Borrower
shall promptly furnish to Lender all renewal notices and all receipts of paid premiums. At least thirty days prior to the
.+ expiration date of a policy, Borrower shall deliver to Lender a rencwal policy in form satisfactory to Lender. If this
Igstmfﬁ_;;-n‘t'is on a leasehold, Borrower shall furnish Lender a duplicate of all policies, renewal notices, renewal policies and
receipts of paid premiums if, by virtue of the ground lease, the originals thereof may not be supplicd by Borrower to Lender.

" fIn the event of loss, Borrower shal) give immediate written notice to the insurance carrier and to Lender. Borrower
hereby authorizes and empowers Lender as attomey-in-fact for Borrower to make proof of loss, to adjust and compromise
any claim undqr*{n_shraqee policies, to appear in and prosecute any action arising from such insurance policies, to collect and
receive instrance proceeds, and to deduct therefrom Lender’s expenses incurred in the collection of such proceeds, provided
however, fﬁat"’r'iot_hing cbhpéi_ned in this paragraph 5 shall require Lender to jncur any expense or take any action hereundcr.
Borrower further qut_ha__rizes_ Lender, at Lender's option, (a) to hold the balance of such proceeds to be used to reimburse
Barrower for the¢ost of Teconstruction or repair of the Property or (b) to apply the balance of such proceeds to the payment
of the surns secured by'this Instrument, whether or not then due, in the order of application set forth in paragraph 3 hereof
{(subject, however, to the rightsof the lessor under the ground lease if this Instrument is on a lcasehold).

If the insuréhce"'pr'a_c'éeds:'-farg_:_held by Lender to reimburse Borrower for the cost of restoration and repair of the
Property, the Property shall be -'fesgefed----to the equivalent of its original condition or such other condition as Lender may
approve i writing. Lender may,_at'lj_enkdcr‘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
liens, sworn statements of “mecharics.-and, materialmen and such other evidence of costs, percentage completion of
construction, application of payments; and satisfaction of liens as Lender may reasonably require. If the insurance proceeds
arc applied to the payment of the stims secured by this Instrument, any such application of proceeds to principal shall not
extend or postpone the due dates of the monthly installments referred to in paragraphs [ and 2 hereof or change the amounts
of such installments. If the Property is sold pursuant to paragraph 27 hercof or if Lender acquires title to the Property,
Lender shall have all of the right, title ahd initerést of Borrower in and to any insurance policies and unearned premiums
thereon and in and to the proceeds resulting frotn any damage to the Property prior to such sale or acquisition.

6. PRESERVATION AND MAINTENANCE OF R'RO'PERTY; LEASEHOLDS. Borrower () shall not commit wastc
or permit impairment or deterioration of the Property, {by'shall not abandon the Property, (c) shall restore or repair promptly
and in a good and workmanlike manner all or any part of theProperty to the equivalent of its original condition, or such
other condition as Lender may approve in writing, 5in the” event of any damage, injury or loss thercto, whether or not
insurance proceeds are available to cover in whal_é orqn part the costs of such restoration or repair, (d) shall keep the
Property, including improvements, fixtures, equipment, machinery and appliances thereon in good repair and shall replace
fixtures, equipment, machinery and appliances on the'Property when necessary to keep such items in good repair, {e) shall
comply with all laws, ordinances, regulations and requirements of any governmental body applicable to the Property, () shall
providc for professional management of the Property by a‘residential rcrgta’l"pmperty manager satisfactory to Lender pursuant
to a contract approved by Lender in writing, unless such requirement shail be waived by Lender in writing, (i) shall generally
operate and maintain the Property in a manner to ensure maximumn: f’enté!s, and (h) shall give notice in writing to Lender of
and, unless otherwise directed in writing by Lender, appear in arid défend any action or proceeding purporting to affect the
Property, the security of this Instrument or the rights or powers of Lender. Neither Borrower nor any tenant or other person
shall remove, demolish or alter any improvement now existing or hereafter” e;_e"étecj on the Property or any fixture, equipment,
machinery or appliance in or on the Property except when incident tb“--thc-re'placémcnt' of fixtures, cquipment, machinery and

appliances with items of like kind.

If this Instrument is on a leasehold, Borrower (i) shall comply with the provisions of the ground lease, (ii) shall
give immediate written notice to Lender of any default by lessor under ‘the, _g_rouh_t_i;fleas_g or of any notice received by
Borrower from such lessor of any default under the ground lease by Borrower, (i1} shali exercise any options to renew or
extend the ground lease and give written confirmation thereof to Lender within thirty ‘days after such option becomes
exercisable, (iv) shall give immediate written notice to Lender of the commencement of any remedial proceedings under the
ground lease by any party thereto and, if required by Lender, shall permit Lender as Borrower’s; attorney-in-fact to control
and act for Borrower in any such remedial proceedings and (v) shall within thirty days.after request‘by Lender obtain from
the kessor under the ground lease and deliver to Lender the lessor’s estoppel certificate required thércunder, if any. Borrower
hereby expressly transfers and assigns to Lender the benefit of all covenants contained in the grownd lcas_e, whether or not
such covenants run with the land, but Lender shall have no liability with respect to such covenahts nor any.other covenants

contained in the ground lease.

Borrower shall not surrender the leasehold estate and interests herein conveyed nor témminate or «cancel the ground
lease creating said estate and interests, and Borrower shall not, without the express written consent of Lender, alter or amend
said greund lease. Borrower covenants and agrees that there shall not be a merger of the ground leagp,'qr g'f _tfgple‘a_sehold
estate created thereby, with the fee estate covered by the ground lease by reason of said leasehold estate of ﬁ?a;d“.fqg__e?tate, or
any part of cither, coming into common ownership, unless Lender shall consent in writing to such mergf.:f.;'l__f B;pr(pwer‘gl__l‘a][
acquire such fee estate, then this Instrument shall simultaneously and without further action be spread so'as t_p"bg.cargf; a hen

on such fee estate.

7. USE OF PROPERTY. Unless required by applicable law or unless Lender has otherwise agre_ed in }vritihg%_flﬁdq_dwer'.
shall not allow changes in the use for which all or any part of the Property was intended at the time this ¥nst{ur_pent:wzfs
executed. Borrower shall not initiate or acquiesce in a change in the zoning classification of the Property withoit L‘endcr'.s

written consent.

=

FNMA/FHLMC Unittrm Ins ent {page 4 of 10 pages)

W

&)
Skagit County Auditor

“7!13I2005 Page 4 of 29 8:50AM




8 PROTECTION OF LENDER’S SECURITY. If Borrower fails to perform the covenants and agreements contained in
* this Instrument, or if any action or proceeding is commenced which affects the Property or title thereto or the interest of

* _Lender therein, including, but not limited to, eminent domain, insolvency, code enforcement, or arran gements or

) pr‘bc'cgdiiigs involving a bankrupt ot decedent, then Lender at Lender’s option may make such appearances, disburse such
sums and take such action as Lender deems necessary, in its sole discretion, to protect Lender’s interest, including, but not
limited to;* (1) digbursement of attorney’s fees, (ii) entry upon the Property to make repairs, (iii) procurement of satisfactory
insurance 48 provided in paragraph 5 hereof, and (iv) if this Instrument is on a leasehold, exercise of any option to renew or
extend the ground Jease on behalf of the Borrower and the curing of any default of Borrower in the terms and conditions of
the ground leases ¢

" Any amopnts disbursed by Lender pursuant to this paragraph 8, with interest thereon, shall become additional
indebtedness of Borrower secured by this Instrument. Unless Borrower and Lender agree to other terms of payment, such
amounts shall-be immediately due and payable and shall bear interest from the date of disbursement at the rate stated in the
Note unless tollection 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 be collected from Borrower under applicable law. Borrower hereby
covenants and agrees that Lerider shall be subrogated to the lien of any mortgage or other lien discharged, in whole or in part,
by the indebtedness secured hereby:. Nothing contained in this paragraph 8 shall require Lender to incur any expense or take
any action hereundet, ..° % % ¥

9. INSPECTION. Lender may-rﬁ'qkt“or cause to be made reasonable entries upon and inspections of the Property.

10. BOOKS AND RECORDS. B':ormwe__rl"élgall keep and maintain at all times at Borrower’s address stated helow, or such
other place as Lender may approve in writing, complete and accurate books of accounts and records adequate to reflect
correctly the results of the operation of the Property and copies of alt written contracts, leases and other instruments which
affect the Property. Such beoks;, records,'\éor}tr.:acts, leases and other instruments shall be subject to examination and
inspection at any reasonable time'by Leénder. Upon Lender’s request, Borrower shall furnish to Lender, within one hundred
and twenty days after the end of each fiscal year of Borrower, a balance sheet, a statement of income and expenses of the
Property and a statement of changes in financial position, each in reasonable detail and certified by Berrower and, if Lender
shall require, by an independent certified public-accountant. Borrower shall furnish, together with the foregoing financial
statements and at any other time upon Lender’s reqiicst, a rent schedule for the Property, certified by Borrower, showing the
name of each tenant, and for each tenant, the'$pace occupied, the lease expiration date, the rent payable and the rent paid.

11. CONDEMNATION. Borrower shall promptly notify Lender of any action or proceeding relating to any condemnation
or other taking, whether direct or indirect, of the Property, or part thereof, and Borrower shall appear in and prosecute any
such action or proceeding unless otherwise directed by Lender in writing. Borrower authorizes Lender, at Lender’s option,
as attorney-in-fact for Borrower, to commence, appear in and prosccute, in Lender’s or Borrower’s name, any action or
proceeding relating to any condemnation or other taking of the Property, whether direct or indirect, and to settle or
compromise any claim in connection with such condemnation or other taking. The proceeds of any award, payment or ¢laim
for damages, direct or consequential, in connection with any condemnatioti.or other taking, whether direct or indirect, of the
Praperty, or part thereof, or for conveyances in lieu of condemnition, are hereby assigned to and shall be paid to Lender
subject, if this Instrument is on a leasehold, to the rights of lessor urider 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 Kyest_c:)_‘r__a_t‘i‘on or repair of the Property or to payment
of the sums secured by this Instrument, whether or not then due, in the prder of application set forth in paragraph 3 hereof,
with the balance, if any, to Borrower. Unless Borrower and Lender otherwise agree in writing, any application of proceeds fo
principal shall not extend or postpone the due date of the monthly installinents reférred to in paragraphs 1 and 2 hereof or
change the amount of such installments. Borrower agrees to execute é’héh_furthér_,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, at Lender’s option, without giving
notice to or obtaining the consent of Borrower, Borrower’s successors or assigns ot of any junior lienholder or guarantors,
without liability on Lender’s part and notwithstanding Borrower’s breach of any tovenant or agreement of Borrower in this
Instrument, extend the time for payment of said indebtedness or any part thereof, redice _thé_p‘:‘iyments thereon, release
anyone liable on any of said indebtedness, accept a renewal note or notes therefor, modify the terms and time of payment of
said indebtedness, release from the lien of this Instrument any part of the Property, take<or releasé ‘other or additional
security, reconvey any part of the Property, consent to any map or plan of the Property,. consent to-the granting of any
easement, join in any extension or subordination agreement, and agree in writing with Borrower td‘meaify---tfie rate of interest
or period of amortization of the Note or change the amount of the monthly installments payable thercunder. Any actions
taken by Lender pursuant to the terms of this paragraph 12 shall not affect the obligation of Borrgwer or Bormrower’s
successors or assigns to pay the sums secured by this Instrument 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 indeébtedness secured
hereby, and shall not affect the lien or priority of lien hereof on the Property, Borrower shall pay Lender areasonable service
charge, together with such title insurance premiums and attorney’s fees as may be incurred 2t Lender's option, for-any:such
action if taken at Borrower’s request. A

13. FORBEARANCE BY LENDER NOT A WAIVER. Any forbearance by Lender in exercising any right or remedy

hereunder, or otherwise afforded by applicable law, shall not be a waiver of or preclude the exercise of any i'i___gh_t or remedy.«",
The acceptance by Lender of payment of any sum secured by this Instrument after the due date of such payment shall not he'a -
waiver of Lender’s right to either require prompt payment when due of all other sums so secured or to deciare a.default for -

failure to make prompt payment. The procurement of insurance or the payment of taxes or other liens or charges by Lender *

shall not be a waiver of Len@ @e maturity of the indebtedness secured by this Instrument, nor =~ Jis “
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shall Lender s receipt of any awards, proceeds or damages under paragraphs 5 and 11 hereof operate 1o cure or waive
Borrower s default in payment of sums secured by this Instrument.

-14 ESTOPPEL CERTIFICATE. Borrawer shall within ten days of a written request from Lender furnish Lender with a
whitteri statemerit, duly acknowledged, setting forth the sums secured by this Instrument and any right of set-off,
counterc]arm or other defense which exists against such sums and the obligations of this Instrument.

15. UN]FORM COMMERC[AL CODE SECURITY AGREEMENT. This Instrument is intended to be a security
agreemeit 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 1o a security interest pursuant to the Uniform Commercial Code, and Borrower hereby
grants Lender a_security Interest in satd items. Borrower agrees that Lender may file this Instrument, or a reproduction
thereof, in the-real estate records or other appropriate index, as a financing statement for any of the items specified above as
part of the Property. Any reproduction of this Instrument or of any other security agreement or financing statement shall be
sufficient as a financing’statement., Tn addition, Borrower agrees to execute and deliver to Lender, upon Lender’s request,
any financing statements; as ‘well'as extensions, renewals and amendments therecf, and reproductions of this Instrument in
such form as Lender may requ1re to perfect a security interest with respect to said items. Borrower shall pay all costs of filing
such financing statements and anyextensions, renewals, amendments and releases 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 Eender, Borrowet’ shal] not create or suffer to be created pursuant to the Uniform Commercial Code any other
security interest in said itermns, mciudmg replacements and additions thereto. Upon Borrower’s breach of any covenant or
agreerment of Borrower containgd in this Instrument, including the covenants to pay when due all sums secured by this
Instrument, Lender shall have the remediesof-a secured party under the Uniform Commercial Code and, at Lender’s option,
may also invoke the remedies prov1ded in parag‘raph 27 of this Instrument as to such items. In exercising any of said
remedies, Lender may proceed against the items of real property and any items of personal property specified above as part
of the Property separately or together and-in afiy order whatsoever, without in any way affecting the availability of Lender’s
remedies under the Uniform Commer(:la] Code or of the: remedles provided in paragraph 27 of this Instrument.

16. LEASES OF THE PROPERTY." As used An. thls paragraph 16, the word “lease” shall mean “sublease™ if this
Instrument is on a leasehold. Borrower shall comply with and observe Borrower’s obligations as landlord under all leases of
the Property or any part thereof. Borrower will riot lease ary portion of the Property for non-residential use except with the
prior written approval of Lender. Borrower, at Lender’stequest, shall furnish Lender with executed copies of all leases now
existing or hereafter made of all or any part of the Property, and all leases now or hereafter 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 to this Instrument; that the tenant attorns'to-Lender, such attornment to be effective under Lender’s acquisition of
title to the Praperty; that the tenant agrees to execute such further evidences of attornment as Lender may from time to time
request; that the attornment of the tenant shall not be fefminated byforéclosure; and that Lender may, at Lender’s option,
accept ot reject such attomnments. Borrower shall not, without.Lender’s, written consent, execute, modify, surrender or
terminate, ¢ither orally or in writing, any lease now existing or herea’f“ter made of all or any part of the Property providing for
a term of three years or more, permit an assignment or sublease of such a lease without Lender’s written consent, or request
or consent to the subordination of any lease of all or any part of the Property to any lien subordinate to this Instrument. If
Borrower becomes aware that any tenant proposes to do, or is domg, any act orthing which may give rise to any right of set-
off against rent, Borrower shall (1) take such steps as shall be reasdfiably calcu}ated to prevent the accrual of any right to a
set-oft against rent, (ii) notify Lender thereof and the amount of said set-gffs, and (m) within ten days after such accrual,

reimburse the tenant who shall have acquired such right to set-off or take such other steps as shall effectively discharge such
set-off and as shall assure that rents thereafter due shall continue to be payable w:thout ‘set-off or deduction.

Upon Lender’s request, Borrower shall assign to Lender, by written mstrument satlsfactory to" Lender, all leases now existing
or hereafter made of all or any part of the Praperty and all security deposits made by teflants in connection with such leases of
the Property. Upon assignment by Borrower to Lender of any leases of the Property, Lender shall have all of the rights and
powers possessed by Barrower prior to such assignment and Lender shall have the nght to modlfy, extend or terminate such
existing leases and to execute new leases, in Lender’s sole discretion. : 2

17. REMEDIES CUMULATIVE. Each remedy provided in this Instrament is drstmct and cumulat:ve o all other rights or
remedies under this Instrument or afforded by law or equity, and may be exercrsed concurrently, 1ndependent£y, or
successively, in any order whatsoever. ;

18. ACCELERATION IN CASE OF BORROWER’S INSOLVENCY. If Borrower sha!l voluntarlly ﬁ]e a petition under
the Federal Bankruptcy Act, as such Act may from time to time be amended, or under any similar or sucgessor Federal statute
relating to bankruptcy, insolvency, arrangements or reorganizations, or under any state bankrupicy-or. :nso]vency act, or file
an answer in an involuntary proceeding admitting inselvency or inability to pay debts, or if Borrower shall fail o obtain a
vacation or stay of involuntary proceedings brought for the reorganization, dissolution or liquidatioti of Botrowér, or if
Borrower shall be adjudged a bankrupt, or if a trustee or receiver shall be appointed for Borrower or Borrower 8, property, or
if the Property shall become subject to the jurisdiction of the Federal bankruptcy court or similar state ‘eourt, or if Borrower
shall make an assignment for the benefit of Borrower’s creditors, or if there is an attachment, execution: or other: Judt(:lal
setzure of any portion of Borrower’s assets and such seizure is not discharged within ten days, then Lender may, at-Lender’ s,
option, dectare all of the sum secured by this Instrument to be immediately due and payable without prior notice to Borrower
and Lender may invoke any remedies permitted by paragraph 27 of this Instrument. Any attorney’s fees and Gther expenses 5
incurred by Lender in connection with Borrower’s bankruptcy or any of the other aforesaid events shall b addltlona[‘_:
indebtedness of Borrower secured by this Instrument pursuant to paragraph 8 hereof.

19. TRANSFERS OF THE PROPERTY OR BENEFICIAL INTERESTS IN BORROWER; ASSUMPTION. On: 'saii'et..--“‘ .
or transfer of (i) all or any part of the Property, or any interest therein, or (ii) beneficial interests in Borrower (if Borrower is

not a natural person or persons b Toprporation, partnership, trust or other legal entity), Lender may, at
FNMA/FHLMC Uniform E!E!iel@/ fnnaa £ of 1) pages)
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Lcuder 5 optlon declare all of the sums secured by this Instrument to be immediately due and payable, and Lender may
mvoke any remedies permitted by paragraph 27 of this Instrument. This option shall not apply in case of
< & {a) transfers by devise or descent or by eperation 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 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 the Note;
(¢} the grant of 2 leasehold interest in a part of the Property of three years or less (ot such longer lease term as
«Lenider.may.permit by prior written approval) not containing an option to purchase {except any interest in the
“_ground lease, ifthis Instrument is on a leasehold);

(d) sales or transfers :of beneficial interests in Borrower provided that such sales 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 sold or transferrcd since commerncement of amortization of the Note; and

(e) sales or transférs of fixfiires or any personal property pursuant to the first paragraph of paragraph 6 hereof,

20. NOTICE. Except forany 'noticé:"‘required under applicable law to be given in another manner, (a) any notice to
Borrower provided for in this Instrument or 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 to Lender as
provided herein, and (b) any notice to Lender shall be given by certified mail, return receipt requested, to Lender’s address
stated herein or to such other address as Lender may designate by notice to Borrower as provided herein. Any notice
provided for in this Instrument or-in the Note sha]l be deemed 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 shal] bind, and the rights hereunder shall inure to, the respective successors and
assigns of Lender and Borrower, subject to ‘the provisions of paragraph 19 hereof. All covenants and agreements of
Borrower shall be joint and several. In exercising any rights-hereunder or taking any actions provided for herein, Lender may
act through its employees, agents or independent contractors as authorized by Lender. The captions and headings of the
paragraphs of this Instrument are for convenience bnly*’émd'ére not to be used to interpret or define the provisions hereof.

22, UNIFORM MULTIFAMILY lNSTRUMENT GOVERN]NG 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 with applicable law, such confliét shiall 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 Note
are declared to be severable. In the event that any applicable law limiting the amount of interest or other charges permitted to
be collected from Borrower is interpreted so that any chargé. provided for.-in, this Instrument or in the Note, whether
considered separately or together with other charges levied in cofinection:Wwith this. Instrument and the Note, viclates such
iaw, and Borrower is entitled to the benefit of such law, such charge isshereby reduced to the extent necessary to eliminate
such violation. The amounts, if any, previously paid previously paid té Liender in exeess of the amounts payable to Lender
pursuant to such charges as reduced shall be applied by Lender to reduce the principal of the indebtedness evidenced by the
Note. For the purpose of determining whether any applicable law limiting the amount of interest or other charges permitted
to be collected from Borrower has been violated, all indebtedness which is.secured by thls Instrument or evidenced by the
Note and which constitutes interest, as well as all other charges levied in connectign with sucht 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 mterest computed thereby is uniform
throughout the stated term of the Note. : -

23. WAIVER OF STATUTE OF LIMITATIONS. Borrower hereby waives the right to: assett any statute of limitations as
a bar to the enforcement of the lien of this Instrument or to any action brought to enforce the Note -6t any other obligation
secured by this Instrument. Lo S

24. WAIVER OF MARSHALLING. Notwithstanding the existence of any other security inferests 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 remedies provided herein. Lender shall have the right to determine 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 Instrument and any party who now or hereafter acquires.a securily ifiterest in the
Property and who has actual or constructive notice hereof hereby waives any and all right to require the marshallm g of assets
in connection with the exercise of any of the remedies permitted by applicable law or provided herein. -

25. CONSTRUCTION LOAN PROVISIONS: NONE
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e From time to time as Lender deems necessary 1o protect Lender’s interests, Borrower shall, upon request of Lender,
~"exeetite and deliver to Lender, in such form as Lender shall direct, assignments of any and all rights or claims which relate to
thie construction of the Property and which Borrower may have against any party supplying or who has supplied labor,
mate_r_lals or services in connection with construction of the Property. In case of breach by Borrower of the
' .~covenants and conditions of the Construction Loan Agreement, Lender, at Lender’s option, with or without entry upon the
Pmperty, {1} may invoke any of the rights or remedies provided in the Consiruction Loan Agreement, (i} may accelerate the
suris secured by this Instrument and invoke those remedies provided in paragraph 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 Agreement shall cease to be a part of this Instrument and Borrower shall not assert any right of
set-off, counterclaim or other claim or defense arising out of or in connection with the Construction Loan Agreement against
the oblxgatlons of the Note and this Instrument.

26. ASSI,_GNMENT ._DF RENTS; APPOINTMENT OF RECEIVER; LENDER IN POSSESSION. As part of the
consideration for the indebtedness evidenced by the Note, Barrower hereby absolutely and unconditionally assigns and
transfers to Lender all the tents and revenues of the Property, including those now due, past due, or to become due by virtue
of any lease or other agreement for the occupancy or use of all or any part of the Property, regardless of to whom the rents
and revenues of the Property are payable. Borrower hereby authorizes Lender or Lender’s agents to collect the aforesaid
rents and revenues and. hereby dlrects each tenant of the Property to pay such rents to Lender or Lender’s agents; provided,

however, that prior torwritte: noficé given by Lender to Borrower of the breach by Borrower of any covenant or agreement of
Borrower in this Instrument, ‘Borfower shall collect and receive all rents and revenues of the Property as trustee for the
benefit of Lender and Borrower, to apply the rents and revenues so collected to the sums secured by this Instrument in the
order provided in paragraph 3 hereef 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 assignment of rents constitutes an absolute assignment and not an
assignment for additional security-onty:”Upon delivery of written notice by Lender to Borrower of the breach by Borrower of
any covenant or agreement of Borrgwer in this Instrument, and without the necessity of Lender entering upon and taking and
maintaining full control of the Property in: person, by agent or by a court-appointed receiver, Lender shall immediately be
entitled to possession of all rents and revenues of'the Property as specified in this paragraph 26 as the same become due and
payable, including but not limited fo rénts thén die and unpaid, and al! such rents shall immediately upon delivery of such
notice be held by Borrower as trustee for.the bénefit of Lender only; provided, however, that the written notice of Lender to
Barrower of the breach by Borrower shall contain a statement that Lender exercises its rights to such rents. Borrower agrees
that commencing upon delivery of such’ wrilteri nosice -of Borrower’s breach by Lender to Borrower, each tenant of the
Property shall make such rents payable to and pay such rents to Lender or Lender’s agents on Lender’s written demand to
each tenant therefor, delivered to each tenant personal!y, by mail or by delivering such demand to each rental unit, without
any liability on the part of said tenant to inquire f_urt_her as to the existence of a default by Borrower.

Borrower hereby covenants that Borrower hias pot executed any prior assignment of said rents, that Borrower has
not performed, and will not perform, any acts or has not executed, and will not execute, any instrument which would prevent
Lender from exercising its rights under this paragraph26, and that at the time of execution of this [nstrument there has been
no 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-aceept payment of any rents of the Property more than
two months prior to the due dates of such rents. Borrower further covenants that Borrower will execute and deliver to
Lender such further assignments of rents and revenues of the Property as Eender may from time to time request.

Upon Borrower’s breach of any covenant or agreement of Borrower in this Instrument, Lender may in person, by
agent or by a court-appointed receiver, regardless of the adequacy of iender’s. security, enter upon and take and maintain full
control of the Property in order to perform all acts necessary and-approptiate. for.the operations 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 execition or termination of contracts providing for the
management or maintenance of the Property, all on such terms 23 are deemed best to protect the security of this Tnstrument.
In the event Lender ¢lects to seek the appointment of a receiver for the Property upon Borrower’s breach of any covenant or
agreement of Borrower in this Instrument, Borrower hereby expressly consents. tothe app_omgment of such receiver. Lender
or the receiver shall be entitled to receive a reasonable fee for so managing the Property :

All rents and revenues collected subsequent to delivery of written notlce by Lcnder to Borrower 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 and managing the Property and collecting the rents, including, but not limited to, attorney’s fees, receiver’s fees,
premiums on receiver s bonds, costs of repairs to the Property, premiums on insurance policies, taxes, assessments and other
charges on the Property, and the costs of discharging any obligations or liability of Borrower as lessor or landlord of the
Property and then to the sums secured by this Instrument. Lender or the receiver shall have access to the books and records
used in the operation and raintenance of the Property and shall be liable to account only for thosc rents actually received.
Lender shall not be liable to Barrower, anyone claiming under or through Borrower o anyone havmg an interest in the
Property by reason of anything done or left undone by Lender under this paragraph 26. 3 :

[f the rents of the Property are not sufficient to meet the costs, if any, of taking contré] 6f and. Tnahaging the
Property and collecting the rents, any funds expended by Lender for such purposes shall become indebtedriéss of Borrower to
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 notice from Lender to Borrower requesting paymerit thereof and shall
bear interest from the date of disbursement 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 interest at the highest rate which may. be collccted from
Borrower under applicable law. :

Any entering upon and taking and maintaining of control of the Property by Lender or the receiver and. any
application of rents as provided herein shall not cure or waive any default hereunder or invalidate any other righttr remed}’
of Lender under applicable law or provided herein. This assignment of rents of the Property shall terminate at such tlme as- '
this Instrument ceases to secure indebte h v
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ﬁo'ﬁ;yhiform_C0venanm. Borrower and Lender further covenant and agree as follows:

2.:7'. _A::'(;.C'ELERATION; REMEDIES. Upon Borrower's breach of any covenant or agreement of Borrower in this
Instrument, including, but not limited to, the covenants to pay when due any sums secured by this Instrument, Lender at
Lender’s option.may declare all of the sums secured by this Instrument to be immediately due and payable without further

demand. After g"ﬁr_i_-ng:.;Bdr_réwer notice of default in the manner prescribed by applicable law, Lender may invoke the power
of sale and any other remedies permitted by applicable law or provided herein. Borrower acknowledges that the power of
sale herein granted may be exércised by Lender without prior judicial hearing. Borrower has the right to bring an action to

assert the non-existence of d breach or any other defense of Borrower to acceleration and sale. Lender shall be entitled to
collect all costs and expenses incurred in pursuing such remedies, including, but not limited to, attorney’s fees and costs of
documentary evidenee, abstracts andtitle reports.

If Lender invokes the poier of sale, Lender shall given written notice to Trustee of the occurrence of an event of
default and of Lender’s election’to «cause-the Property to be sold. Trustee and Lender shall give such notices as the laws of
Washington may require to -B:br_rower"apd .t_6‘--5uch other persons as the laws of Washington prescribe, and afier the lapse of
such time as may be required by applicable law; Trustee shall sell the Property according to the laws of Washington. Trustee
may sell the Property at the time and place and under the terms designated in the notice of sale in one or more parcels and in
such order as Trustee may determing. Trustec'may postpone sale of all or any parcel of the Property for a period or periods
not exceeding a total of 30 days by public annournicement at the time and place fixed in the notice of sale. Lender or Lender’s
designee may purchase the Property 4t-any s_a_le'.' e

Trustee shall deliver to the purchaser Trustee's deed conveying the Property so sold without any cevenant o
warranty, expressed or implied. The recitals in‘the Triistee’s deed shall be prima facie evidence of the truth of the statements
made therein. Trustee shal apply the proceeds. of the sale in the following order: (a) to all costs and expenses of the sale,
including, but not limited to, Trustee’s and attorney’s fees and costs of title evidence; (b) to all sums secured by this
Instrument in such order as Lender, in Lender’s sole discretion, directs; and (c) the excess, if any, to the clerk of the superior
court of the county in which the sale took place. = FE

28. RECONVEYANCE. Upon payment of all surns sécured by this Instrument, Lender shall request Trustee to reconvey
the Property and shall surrender this instrument and all nigtes evidencing indebtedness secured by this Instrument to Trusiee.
Trustee shall reconvey the Property without warranty to ‘the person orpersons legally entitled thereto. Such person or
persons shall pay Trustee’s reasonable costs incurred in so‘reconveying‘the Property.

29. SUBSTITUTE TRUSTEE. In accordance with app]icab]el_lzi{;r, Leﬂ’deif may from time to time appoint a successor
trustee to any Trustee appointed hereunder who has ceased to act, “‘Without.conveyance of the Property, the successor trustee
shall succeed to all the title, power and duties conferred upon the Tristee tiergin gng by applicable law.

30. USE OF PROPERTY. The Property is not used principally for égficpli:hml"ﬁf faﬁ':___ling purposes.

31. FUTURE ADVANCES. :

IN WITNESS WHEREQOF, Borrower has executed this Inétrgm,ént‘:ﬁr-hﬁféicaused the same to be
executed by its representatives thereunto duly authorized. E Y

Oral Agreements or oral commitments to loan money, extend credit, or to fd_;ﬁf:ar froxﬁ_énfgrcing repayment of a
debt are not enforceable under Washington law. e S

N —

Lim;hmmnn

Borrower’s Address: NEA A e
15234 — 186" Avenue Northeast .+
Woodinville, Washington 98072.- T

This Deed of Trust has been modified and supplemented in certain respects as set forth in the addéndum “Rider, .
to Muitifamily Instrament” annexed hereto and incorporated herein by this reference. In the event efany - =

inconsistencies between the printed portions of this Deed of Trust and the provisions of said addendum¢Riderto .~
Multifamily Note” the addendum shall govern. '

L
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INDIVIDUAL ACKNOWLEDGEMENT

* - STATE OF WASHINGTON, Skagit County ss:

07 Onthis_278thay of July, 2005 before me, the undersigned, a Notary Public in and for the State of
o "'Wés}:iingt'k)p-; duly commissioned and sworn, personally appeared Charles F. Mehrmann and Lisa R. Mehrmann,
. 1o me'known to be the individual{s) described in and who executed the foregoing instrument, and acknowledged to me that
theyvsigngd-ahﬁ‘ sealed the said instrument as their free and voluntary act and deed, for the uses and purposes therein

mentioned, .~ 5
IN W['I_TNESS WHEREQF, [ have hereunto set my hand aliﬁﬁxed my officia) ealthe day and year first above
written, * . )
My Corﬁfﬁissi’éﬁ _t_:xpi_reé‘f-. ©. 12/31/2007 Notary Public in and for the St#e bf Washington,
residing a Burlington |
CARRIE HUFFER.
STATE OF WASHINGTON
NOTARY — * = PUBLIC
¥ COMMISSION EXPIRES 12:31-07
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Schedule “A-17 * 116063-PE
DESCRIPTION; " °

All that portion of Lots 22 and 23, “BIG LAKE WATER FRONT TRACTS, SKAGIT COUNTY,
WASHINGTON,” as per plattecorded in Volume 4 of Plats, page 12, records of Skagit County,
Washington, and of Sherelands of the Second class, as conveyed by the State of Washington by deed
recorded June 16, 1959, undér Auditor’s File No. 581848, situate in front of, adjacent to, or abutting upon
Lots 22 and 23, “BIG LAKE WATER FRONT TRACTS, SKAGIT COUNTY, WASHINGTON,” as per
plat recorded in Volume 4 of Plats, page 12; records of Skagit County, Washington, lying Southerly of the
following described line: ™. "7 7 e

Beginning at the Southwest corner of said Lot 23;as said point is shown on that certain Record of Survey
recorded in Book 2 of Surveys, page 203;UnderAuditor’s File No. 791 1050027, records of said County
and State; o R 8 S '

thence North 24°27°53” West along the Eastérly line of said Lots 22 and 23, 110.5] feet to the true point of
beginning of said described line; A

thence North 75°48°31” East, 39.20 feet; * ¢

thence South 87°25°22” East, 54.48 feet,

thence North 88°27°44” East, 39.14 feet;

thence North 54°22°19” East, 8.23 feet;

thence North 33°06°00” East, 21.65 feet;

thence North 26°29°14” East, 8.05 feet;

thence North 15°04°10™ West, 7.68 feet; A I

thence North 23°45°52” West, 15.59 feet to a point on a-curve to the right, the center of which bears North
89°51°28" East and is 70.81 feet distant; LR

thence Northerly and Northeasterly, following said curve to the right through a central angle of 43°15°47”,
an arc distance of 53.47 feet; .

thence leaving said curve, North 41°20°43” East, 15.53 feet to apoint on a curve to the left, the center of
which bears North 50°40°51” West and is 51.70 feet distant, = = .*
thence Northeasterly, following said curve to the left through a central angle of 32°47°00", an arc distance
of 29.58 feet; ST

thence leaving said curve, North 76°28°38” East, 72.33 feet; ;

thence North 65°32°07” West, 211.58 feet, more or less, to the approximate Line of Navigability of Big
Lake and the end of said described line. s,

Situate in the County of Skagit, S Washingt

20
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* After recording return to:
EXECUTIVE HOUSE, INC.
_7517 Greenwond Avenue North
Seattle, Washmgton 98103

Loan No. 19934° * .
Grantor(s): 1) Charles F: Mehrmann
2) Lisa R, Mehrmann
Grantee(s): EXECUTIVE HOUSE, INC.
Legal Descnptmn' 1. Prin Lots 22 + 23, Big Lake Waterfront Tracts, Vol 4, pg §
Assessor’s Tax Parcel (ID#(S) 3862-000-021 0000

RiDE_R’ TO MULTIFAMILY INSTRUMENT

THIS RIDER TO MULTIFAMILY INSTRUMENT (the “Rider”) is made this Ist day of July, 2005, and is
incorporated into and shall be deemed to amend and supplement the Multifamily Mortgage, Deed of Trust or Deed to Secure
Debt of the same date (the “Instrumerit"); given by the undersigned Charles F. Mehrmanu and Lisa R. Mehrmann,
husband and wife (the “Borrower™), to.secure: Rorrowet’s Multifamily Note of the same date (the “Note™) with Addendum
to Multifamily Note of the same date (the” “Addendum") to Executive House, Inc., a Washington Corporation, located at
7517 Greenwood Avenue North, Seattle, Washington 98103 [[nsert address of Lender], and its successors, assigns and
transferees (the “Lender™), covering the property. described-in: the Instrument and defined therein as the “Property,” located
at; 17911 West Big Lake, Boulevard, Mount Vernon, Washlngton 98274.

The Property is located entirely within SKAGIT C{)untv, State of Washington] (the “Property Jurisdiction™).

The term “Loan Documents™ when used if. thls Rider shall mean, collectively, the following documents: (i) the
Instrument, as modified by this rider and any other riders to the Instriment given by Borrower to Lender and covering the
Property; (ii) the Note, as modified by the Addendum and any other addendum to the Note; and (iii) all other documents or
agreements, including any Collateral Agreements (as defined belowyor O&M Agreements (as defined below), arising under,
related to, or made in connection with, the loan evidenced by:the-Note, as,such Loan Documents may be amended from time
to time. Any conflict between the provisions of the Instrument: and the rldcr shall be resolved in favor of the rider.

The covenants and agreements of this rider, and the covenants anﬂ ag{ecm'e_ms of any other riders to the Instrurnent
given by Borrower to Lender and covering the Property, shall be incofporated into and shall amend and supplement the
covenants and agreements of the Instrument as if this rider and the: other riders were a part of the Instrument and all
references to the Instrument in the Loan Documents shall mean the Instrument as sdamendcd and supplemented.

ADDITIONAL COVENANTS. In addition to the covenants and agreements rnade in the Instrument, Borrower
and Lender further covenant and agree as follows:

A. Funds for Taxes, Insurance and Other Charges

Uniform Covenant 2 of the Instrument (“Funds for Taxes, [nsurance and Other Charges ) is, amended to change the title
to “Funds for Taxes, Insurance and Other Charges; Collateral Agreements Existing Uniforin Covenant 2 is amended to
become Uniform Covenant 2A. The following new Uniform Covenant 2B is added at the'end of Umfarm Covenant 2A. The
following new Uniform Covenant 2B is added at the end of Uniform Covenant 2A: :

2B Replacement Reserve Agreement, Completion/Repair Agreement, Achievement Agreement and Other Collateral
Agreements A

(a) Replacement Reserve Agreement

Borrower shall deposit with Lender the amounts required by Replacement Reserve and Sécuri‘ty--ﬁgrg:efnén_t (the
“Replacement Reserve Agreement”} between Borrower and Lender, dated the date of the Note, at the'times requiredby, the
Replacement Reserve Agreement, and shall perform all other obligations as and when required pursuant to. thc Replacement
Reserve Agreement. S

(b} Completion/Repair Agreement

Borrower shall deposit with Lender the amount required by the Completion/Repair and Security Agreement (the
“Completion/Repair Agreement”) between Borrower and Lender (if any), dated the date of the Note, at the time required by~
the Completion/Repair Agreement, and shall perform all other obligations as and when required pursuant to the___--- '
Completion/Repair Agreemmenj. o
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(¢) Achievement Agreement

Borrower shall perform all of its obligations as and when required pursuant to the Achievement Agreement between
Borrower and Lender (if any) dated the date of the Note.

.=(d) Collateral Agreements

As used herf:m, the term “Collateral Agreement” shall mean any of the Replacement Reserve Agreement, the
Completlon/Reparr Agreement, the Achievement Agreement and any similar agreement which has been entered into between
Borrowpr and Legde;r in connection with the loan evidenced by the Note.

B. A};plicatidh of Payments

Unlfonn Covenant 3 of the Instrument (*Application of Payments™) is amended to add the following sentence at the end
thereof: T .

Notwithstanding the preceding sentence, (i) Lender shall be permitted to apply any partial payment received from
Borrewer in any manner determined by Lender and in any order of priority of application as determined by Lender, in
Lender’s sole discretion, and: (i1 upon any breach of any covenant or agreement of Borrower in the Instrument, the Note or
any other Loan Document Lender shall be permitted to apply any funds held pursuant to any Collateral Agreement in any
manner which is permitied putsuant to such Collateral Agreement and in any order of priority of application as determined by
Lender, in Lender’s sole discretion. .

C. Hazard Insurance; Résto‘f’ati’t;ﬁ of:Pro:perty

Uniform Covenant 5 of the ]nstrument (“Hazard Insurance™) is amended to add the following sentence at the end
thereof: . :

Lender shall not exercise Lender 5 optlon to appiy insurance proceeds to the payment of the sums secured by the
Instrument if all of the following conditions are met:. (i) Borrower is not in breach or default of any provision of the
Instrument, the Note ot any other Loar: Document: (u) Tender determines that there will be sufficient funds to restore and
repair the Property to a condition approved by the Tendet; (iii) Lender determines that the rental income of the Property, after
restoration and repair of the Property to a ‘conditiod approved by Lender, will be sufficient to meet all operating costs and
other expenses, payments for the reserves and 10an repayment ob]rgatlons relating to the property; and (iv) Lender determines
that restoration and repair of the Property to a condmon approved by Lender will be completed prior to the earlier of either
{1} the maturity date of the Note or (2) within one year of the date of the loss or casualty to the Property.

D. Eavironmental Hazards Provision

In addition to Borrower’s covenants and agreemén.t..:s" under Uni_for"m Covenant § of the Instrument (“Preservation and
Maintenance of the Property; Leaseholds”), Borrower further covenants and agrees that Borrower shall not:

(a) cause or permit the presence, use, generation, manufac;uré, production, processing, installation, release, discharge,
storage (including aboveground and underground sterage tanks for petroleum or petroleum products), treatment,
handling, or disposal of Hazardous Material (as defined below) {excluding the safe and lawful use and storage of
quantities of Hazardous Material ¢customarily used in thie-opeération and maintenance of comparable multifarmily
properties or for normal household purposes) on or under the Propérty, or in any way affecting the Property or its
value, or which may form the basis for any present or future demand clalm or liability relating to contamination,
exposure, cleanup or other remediation of the Property or; g

{b) cause or permit the transportation to, from or across the Property of any Hazardous Material {excluding the safe
and lawful use and storage of quantities of Hazardous Materials customanly used'i in the operation and maintenance
of comparable multifamily properties or for normal household purposes) ar

{c) cause or exacerbate any occurrence or condition on the Property that is_or. may bc m violation of Hazardous
Materials Law (as defined below).

(The matters described in (a), (b) and (¢} above are referred to collectively below as “Prohi'oité& Activj-t‘iés or Conditions.”)

Except with respect to any matters which have been disclosed in writing by Borrower to. Lender pI'lOT ‘to the date of the
Instrument, or matters which have been disclosed in an environmental hazard assessment report.of theProperty received by
Lender prior to the date of the Instrument, Borrower represents and warrants that it has not at any time caused or permitted
any Prohibited Activities or Conditions and to the best of its knowledge, no Prohibited Activitiesor, Coﬂd]tlons €Xist or have
existed on or under the Property. Borrower shall take all appropriate steps (including but not lifnited to” appropriate lease
provisions) to prevent its employees, agents, and contractors, and all tenants and other occupants on.the Property, from
causing, permitting or exacerbating any Prohibited Activities or Conditions. Borrower shall not lease or-allow the sublease
of all or any portion of the Property for non-residential use to any tenant or subtenant that, in the ordiniary course, Of its
business, would cause, permit or exacerbate any Prohibited Activities or Conditions, and all non- residential. feases. and
subleases shall provide that tenants and subtenants shall not cause, permit or exacerbate any Prohrbrted Actmtles ar
Conditions. : L

If Borrower has disclosed that Prohibited Activities or Conditions exist on the Property, Borrower shall: comply m_a
timely manner with, and cause all employees, agents, and contractors of Borrower and any other persons present oni the' .
Property to so comply with, (1) any program of operations and maintenance (“O&M Program”} relating to the Propeérty that .=
is acceptable to Lender with respect to one or more Hazardous Materials (which O&M Program may be set forth in an .
agreement of Borrower an (“O&M Agreement”) and all other obligations set forth in any O&M Agreement, and (2) all
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" Hazardous Materials Laws. Any O&M Program shall be performed by qualified personnel. All costs and expenses of the
* . O&M Program shall be paid by Borrower, including without limitation Lender’s fees and costs incurred in connection with
e ‘monitoring and review of the O&M Program and Borrower’s performance thereunder. If Borrower fails to timely
" cornrience ar diligently continue and complete the O&M Program and comply with any O&M Agreement, then Lender

© oyt Lenider’s option, declare all of the sums secured by the Instrument to be immediately due and payable, and Lender

‘ may i:nv'o_ké“any remedies permitted by paragraph 27 of the Instrument.

Borrower represents that Borrower has not received, and has no knowledge of the issuance of, any ¢laim, citation or
notlce ‘of dny pendmg or threatened suits, proceedings, orders, or governmental inquiries or opinions involving the Property
that allege the violation of any Hazardous Materials Law (“Governmental Actions™).

Borrower shall promptly notify Lender in writing of: (i) the occurrence of any Prohibited Activity or Condition on the
Properfy, (11) Borrgwer’s-actual knowledge of the presence on or under any adjoining property of any Hazardous Materials
which can reasonably be gxpected to have a material adverse impact on the Property or the value of the Property, discovery
of any occurrénce”or. condition on the Property or any adjoining real property that could cause any restrictions on the
ownership, oecupancy, transferability or use of the Property under Hazardous Materials Law. Borrower shall cooperate with
any governmental inquiry,-and: shall comply with any governmental or judicial order which arises from any alleged
Prohibited Activities or. Condmons (iii) any Governmental Action; and (iv) any claim made or threatened by any third party
against Borrower, Lendey:or:the Preperty relating to loss or injury resulting from any Hazardous Materials.  Any such notice
by Borrower shall not-relieve Borrdwer of, or result in a waiver of any obligation of Borrower under this paragraph D.

Borrower shall pay promptly the costs of any environmental audits, studies or investigations (including but not limited
to advice of legal counsel) ard the remioval of any Hazardous Materials from the Property required by Lender as a condition
of its consent to any sale or transfer unider paragraph 19 of the Instrument of all or any part of the Property or any transfer
occurring upon a foreclosure or a‘deed in: lieu of foreclosure or any interest therein, or required by Lender following a
reasonable determination by Lender that. thf:re may be Prohibited Activities or Conditions on or under the Property.
Borrower authorizes Lender and -its employer:s - agents and contractors to enter onto the Property for the purpose of
conducting such environmental audits;, studies .and investigations. Any such costs and expenses incurred by Lender
(including but not limited to fees and gipenses of attorneys and consultants, whether incurred in connection with any judicial
or administrative process or otherwise) which Borrower fails to pay promptly shall become immediately due and payable and
shall become additional indebtedness secured by the Instrument pursuant to Uniform Covenant & of the Instrument.

Borrower shalt hold harmless, defend'a'ndiindémﬁity Lender and its officers, divectors, trustees, employees, and agents
from and against all proceedings (including but.notlimited to Government Actions), claims, damages, penalties, costs and
expenses (including without limitation fees anc_!_-'é;_gpens_cs ‘of attorneys and expert witnesses, investigatory fees, and cleanup
and remediation expenses, whether or not incurred within the context of the judicial process), arising directly or indirectly
from (i) any breach of any representation, warranty, or obligation of Borrower contained in this paragraph D or (ii) the
presence or alleged presence of Hazardous Materials on or under the Property. Lender agrees that the liability created under
this paragraph shall be limited to the assets of Borrower'and Lender shall not seek to recover any deficiency from any natural
persons who are general partners of Borrower (if Borrower isa partnershnp)

The term “Hazardous Materials,” for purposes of this paragraph D, includes petroleum and petroleum products,
flammable explosives, radicactive materials (excluding radioactive matenals ‘in smoke detectors), polychlorinated biphenyls,
lead, asbestos in any form that is or could become friable, hazardous waste, toxic or hazardous substances or other related
materials whether in the form of a chemical, element, compound,; solutlon mixture or otherwise including, but not limited to,
those materials defined as “hazardous substances,” “extremely hazardous-substanices,” “hazardous chemicals,” “hazardous
materials,” “toxic substances,” “solid waste,” “toxic chemicals,” “air pollum\té " “toxic pollutants,” “hazardous wastes,”
“extremely hazardous waste,” or “restricted hazardous waste” by Hazardous Materials Law or regulated by Hazardous
Materials Law in any manner whatsoever. i £

” o

The term “Hazardous Materials Law”, for the purposes of this paragraph.D, méans all federal, state, and local laws,
ordinances and regulations and standards, rules, policies and other binding govemmental requirements and any court
judgments applicable to Borrower or to the Property relating to industrial hygiene 6r to envirenmental or unsafe conditions
or to human health including, but not fimited to, those relating to the gengration, manufacture storage, handling,
transportation, disposal, release, emission or discharge of Hazardous Materials, those in connectipn with the construction,
fuel supply, power generation and transmission, waste disposal or any other operations or processés relating to the Property,
and those relating to the atmosphere, soil, surface and ground water, wetlands, stream sedlments and vegetatlon on, under, in
or about the Property.

The representations, warranties, covenants, agreements, indemnities and undf:rtaki.'ng::s of 'i?:crrrbwer"&:'contained in this
paragraph D shall be in addition to any and all other obligations and liabilities that Borrower may have to Lender under
applicable law. S

The representations, warranties, covenants, agreements, indemnities and undertakings of Borrower ‘contained in this
paragraph D shall continue and survive notwithstanding the satisfaction, discharge, release, assignment,termination,
subordination or cancetlation of the Instrument or the payment in full of the principal of and interest on the Noie and all other
sums payable under the Loan Documents or the foreclosure of the Instrument or the tender or delivery of a deed.in lieu of
foreclosure or the release of any portion of the Property from the lien of the Instrument, except with respect to any Prohlbrted
Activities or Conditions or violation of any of the Hazardous Materials Laws which first commences arid OTCUTS “after the
satisfaction, discharge, release, assignment, termination or cancellation of the Instrument following the payment in full of the'.
principal of and interest on the Note and all other sums payable under the Loan Documents or which first commences or :
occurs after the actual dispossession from the entire Property of the Borrower and all entities which control, ‘are controlled‘-"

by, or are under common conirol with the Borrower (each of the foregoing persons or entities is hereinafter referred 10 asa

“Responsible Party”™) following foreclosure of the Instrument or acquisition of the Property by a deed in lien
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“offoreclosure. Nothing in the foregoing sentence shall relieve the Borrower from any liability with respect to any Prohibited
" Activities or Conditions or violation of Hazardous Materials Laws where such Prohibited Activities or Conditions of
) vlolatmn of Hazardous Materials Laws commences or occurs, or is present as a result of, any act or omission by any
Responstb]e Party or by any other person or entity acting on behalf of a Responsible Party.

" E ooks, records and Financial Information

Umform Cox enant 10 of the Instrument (“Books and Records”™) is amended to read as follows:

Borrower sha][ keep and maintain at all times and upon Lender’s request, Borrower shall make available at the Property
addréss, complete and accurate books of accounts and records in sufficient detail o correctly reflect the results of the
operation_of the Property and copies of all written contracts, leases and other instruments which affect the Property
(lncludmg but pot limited to all bills, invoices and contracts for electrical service, gas service, water and sewer service, waste
management service, telephone service and management services). These books, records, contracts, leases and other
instruments shall be subject to examination and inspection at any reasonable time by Lender. Borrower shall furnish to
Lender the following: (i) within 120 days after the end of each fiscal year of Borrower, a statement of income and expenses
of the Property and a statement:of changes in financial position, and when requested by Lender, a balance sheet, each in
reasonable detail and certified “by: Borrower and, if Lender shall require, the foregoing statements shall be audited by an
independent certifieg pubhe .accbuntant; (if) together with the foregoing financial statements and at any other time upon
Lender’s request, a tent schedule for the Property, in the form required by Lender and certified by Borrower, showing the
name of each tenant, and for edch tenarit, the space occupied, the lease expiration date, the rent payable, the rent paid and any
other informatien requested by Eenger; (iii) upon Lender’s request, an accounting of all security deposits held in connection
with any lease of any part of the Propetty, including the name and identification number of the accounts in which such
security deposits are held, the namé and address of the financial institutions in which such security deposits are held and the
name of the person to contact at.such financial institution, along with any authority or release necessary for Lender to access
information regarding such accounts; and (_lv_) promptly upon Borrower’s receipt, copies of any complaint filed against the
Borrower or the Property management al!egi'ng -any violation of fair housing law, handicap access ar the Americans with
Disabilities Act and any final administrative .or judicial dispositions of such complaints. If Borrower shall fail to timely
provide the financial staterents requiréd by clause (i} above, Lender shall have the right to have the Borrower's books and
records audited in order to obtain such-financial statements, and any such costs and expenses incurred by Lender which
Borrower fails to pay promptly shall betome :rnmedlate]y due and payable and shall become additional indebtedness secured
by the Instrument pursuant to paragraph 8:6f the. InStrament.

F. Transfers of the Property or Significant Ii‘nteré"sts in Bo'-rrower; Trausfer Fees

Uniform Covenant 19 of the Instrument (“Transfers of the Property or Beneficial Interests in Borrower, Assumption™) is
amended to read as set forth below: ;

Transfers of the Property or Significant Interests in _ﬁ'qrrower; Transfer Fees

{a) Definitions

For purposes of the [nstrument (and the rider), the follow_ing:.térrns ha{ie the respective meanings set forth below:

(1) The term “Key Principal” means the natural person(s). identified as such at the foot of the rider, and any natural
person who becomes a Key Principal after the date of the- Note and are.identified as such in an amendment or
supplement to the Loan Documents. S

(2) The term “transfer” means a sale, assignment, transfer or other dispositien {whether voluntary or by operation of
law) of, or the granting or creating of a lien, encumbrance o security interest in, the Property or in ownership
interests, and the issuance or other creation of ownership interests in an: en‘oty and the reconstitution of one type of
entity to another type of entity. . :

{3) A “Significant Interest™ in any entity shall mean the following:

(i} if the entity is a general partnership or a joint venture, {A) any pa.rtnershtp interest in the general
partnership, or (B) any interest of a joint venturer in a joint venture;

(11} if the entity is a limited partnership, (A) any limited partnership interest in the entity which,
together with all other limited partnership interests in the entity Transferred since the date of the
Note, exceeds 49% of all of the limited partnership interests m the entrty, or (B) any general
partnership interest in the entity;

(iii} if the entity is a limited liability company, any membership mterest wh:oh together with all other
membership interests in the limited liability company Transferred singe’ the date of, the Note,
exceeds 49% of all of the membership interests in the limited liability company;~* .

(iv) if the entity is a corporation, any voting stock in the corporation whick, togethier wrth all other
voting stock of the corporation Transferred since the date of the Note, exceeds 49% of all of the
voting stock of the corporation; or

{(v) if the entity is a trust, any beneficial interest in such trust which, together w1th all other benef cial
interests in the trust Transferred since the date of the Note, exceeds 49% of all of the beneﬁcrat
interests i the trust.

{(b) Acceleration of the Loan Upon Transfers of the Property or Significant Interests

Lender may, at Lender’s option, declare all sums secured by the Instrument immediately due and pz;yabte and
Lender may invoke any remedies permitted by paragraph 27 of the Instrument if, without the Lender’s prior wrltten' =
consent, any of the following shall occur:
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(1) a Transfer of all or any part of the Property or any interest in the Property;

(2) a Transfer of any Significant Interest in Borrower;

' +£3)  a Transfer of any Significant Interest in a corporation, partnership, limited liability company, joint venture, or
&7 trust which owns a Significant Interest in the Bomrower;

(4) lf the Borrower is a trust, or if any trust owns a Significant Interest in the Borrower, the addition, deletion or
“ substitution of a trustee of such trust, which addition, deletion or substitution has not been approved by
Le(nder or

A S) ‘a Transfer of all or any part of any Key Principal’s ownership interest (other than limited parmership interests)
" _dh the Borrower or in any other entity which owns, directly or indirectly, through one or more intermediate
erltmes an ownershlp interest in the Borrower.

(c) Transfers Pernutted with Lender’s Prior Consent
Lender shall consent to_a“Tra'nsfer 'whlch would otherwise violate this paragraph 19 if, prior to the Transfer:
(1) Borrower causes to be ‘submitted to Lender all information required by Lender to evaluate the transferee and
the Property as 1f anew loan were being made to the transferee and secured by the Property, in the case of a

Transfer of all or'any part of the Property or an interest therein, or to the Borrower (as reconstituted after the
proposed Transfer) in th 2 case of a Transfer of Significant Interests;

(2) The transferee ir‘a the case of a Transfer of all or any part of the Property or an inferest therein, or the
Borrower (as reconstituted afier the proposed Transfer), in the case of a Transfer of Significant Interests, meet
the eligibility, cred:t management and other standards, and the Property meets the physical maintenance and
replacement reserve- reguirements, customarily applied by Lender for approval of new borrowers and
properties for loans secured by liens on multifamily properties;

(3) In the case of a Transfer 6f all-of any-part of the Property, the proposed transferee (i) executes an agreement
acceptable to Lender pursuant.to which the proposed transferee agrees, upon consummation of the Transfer, to
assume and to pay and perform all*obligations.of the Botrrower under the Note, the Instrument and the other
Loan Documents, (ii} causes one or more individuals acceptable to Lender to execute and deliver to Lender an
amendment or supplement to the:Lpan Documents as “Key Principal,” and (iii} executes such documents and
otherwise provides such documents end"in.fbmation as required by Lender in connection with the Transfer,

{4) In the case of a Transfer of a Key'Principal’s ownership interest pursuant to paragraph19(b)(5), (i) the
Borrower (as reconstituted after the propesed Transfer). executes an agreement acceptable to Lender that
ratifies and confirms the obligations of Borrower under the Note, the Instrument and the other Loan
Documents, (ii} one or more individuals acceptable: fo [..ender execute and deliver to Lender an amendment or
supplement to the Loan Documents as “Key Pr1nc1pal » and (nl) the Borrower executes such documents and
otherwise provides such documents and 1nformatmn as requ:red by Lender in connection with the Transfer;
and g

(5) Borrower pays to Lender a $3000 non-refundable application fée and ‘a transfer fee equal to one percent (1%)
of sums secured by the Instrument. In addition, Borrower: shall be. required to reimburse Lender for all of
Lender’s out of pocket expenses incurred in connectlon Wlth the _assumption, to the extent such expenses
exceed $3000. w :

{d) No Acceleration of the Loan For Transfers Caused by Certam Events o
Notwithstanding the foregoing provisions of this covenant, Lender shall not be enntled to declare sums secured by the

Instrument itmmediately due and payable or to invoke any remedy permitted by paragraph 27 of the Instrument solely upon
the accurrence of any of the following: :

(1) A Transfer that occurs by inheritance, devise, or bequest or by operation of law upon.the death of a natural
person who is an owner of the Property or the owner of a direct or indirect ovwnership-nterest in the Borrower.

(2) The grant of a leasehold interest in individual dwelling units for a term of two years or less and leases for
commercial uses as long as commercial leases do not exceed 20 percent of the rentable.space of the Property
(measured as required by Lender) and provided that all such leasehold interests. do not contam an optmn to
purchase the Property. :

(3) A sale or other disposition of obsolete or warn out personal property which is contempora.neously replaced by
comparable personal property of equal or greater value which is free and clear of hens encumbrances and
security interests other than those created by the Loan Documents. - -

(4) The creation of a mechanic’s or materialmen’s lien or judgment lien against the Property WhIC]’l is released of
record or otherwise remedied to Lender’s satisfaction, within 30 days of the date of creation.
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{5) The grant of an casement, if prior to the granting of the easement the Borrower causes to be submitted to
.« Lender all information required by Lender to evaluate the casement, and if Lender determines that the easement
i will not materially affect the operation of the Property or Lender’s interest in the Property and Borrower pays to
Lender, on demand, all costs and expenses incurred by Lender in connection with reviewing Borrower’s request.

. Un"i'fqrr-n"Coy(:enant 20 of the Instrument ("Notice™) is amended to read as follows:

E;,ach*“notice, 'demand, consent, or other approval (collectively, “notices™ and singly, “notice™) given under the Note, the
Instrument, and any other Loan Daocument, shall be in writing to the other party, and if to Borrower, at its address set forth
below Borrower's signature on the Instrument, and if to Lender at its address set forth at the beginning of the Rider, or at
such othe{__'addrcss'as_shg_h party may designate by notice ta the other party and shall be deemed given (a) three {3) Business
Days after ma-i'l'in_g,- by certified or registered U.S. tmail, return receipt requested, postage prepaid, (b) one (1) Business Day
afier delivery, fee prepaid, to a national overnight delivery service, or (¢) when delivered, if personally delivered with proof

of delivery thereof.

Borrower and Lender-each’ agrees that it will not refuse or reject delivery of any notice given hereunder, that it will
acknowledge, in writing, the receipt of the same upon request by the other party and that any notice rejected or refused by it
shall be deemed for all purposes of'this Agreement to have been received by the rejecting party on the date so refused or
rejected, as conclusively established by the records of the U.S, Postal Service or the courier service. As used in the
Instrument, the term “Business Day” means any day other than a Saturday, a Sunday or any other day on which Lender is not

open for business.

Lender shall not be reqﬁifcd-"’to "(Iieliver-: riotice to Key Principal in connection with any notice given to Borrower.
However, if Lender shall deliver notice to Key Principal, such notice shall be given in the manner provided in this Uniform
Covenant 20, at Key Principal’s address set forth arthe foor of the Rider.

H. Governing Law

In addition to the govemning !aw':-prd:;;is_i_pn"bt:i'__'lJﬁifonn Covenant 22 of the Instrument (“*Uniform Multifamily
Instrument; Governing Law; Severability”), the Borrower and Lender covenant and agree as follows:

(a) Choice of Law

The validity of the Instrument and the othef'--{;ban.=Dbcuments, each of their terms and provisions, and the rights and
obligations of Borrower under the Instrument and the othér Loan Documents, shall be governed by, interpreted, construed,
and enforced pursuant to and in accordance with the laWs‘gf the Property Jurisdiction.

(b) Consent to Jurisdiction

Borrower consents to the exclusive jurisdiction of any and alb-star€ and, federal courts with jurisdiction in the Property
Jurisdiction over Borrower and the Borrower’s assets. Borrower. dgrees that such assets shall be used first to satisfy all
claims of creditors organized or domiciled in the United State of America (*USA”) and that no assets of the Botrower in the
USA shall be considered part of any foreign bankruptcy estate. _

Borrower agrees that any CONiroversy arising under or in relation-to-the.Note, .;he-._lnstmment or any of the other Loan
Documents shall be litigated exclusively in the Property Jurisdiction. The-state and:federal courts and authorities with
Jurisdiction in the Property Jurisdiction shall have exclusive jurisdiction gver all coniroyersies which may arise under or in
relation to the Note, and any security for the debt evidenced by the Note; including without limitation those controversies
relating to the execution, interpretation, breach, enforcement, or compliance. with the Note, the Instrument, or any other
issu€ arising under, related to, or in connection with any of the Loan Documents.. Borrower rreyocably consents to service,
Jjurisdiction, and venue of such courts for any litigation arising from the Note, the Instrumient or any of the other Loan
Documents, and waives any other venue to which it might be entitled by virtue of domicile, habitual residence or otherwise.

I.  Acceleration; Remedies

Covenant 27 of the Instrument (“Acceleration; Remedies™) is amended to add the 'fq_i]diyiﬁ“g at ttl:E' end of the first
paragraph: A

Upon the breach of any covenant or agreement by Borrower in the Instrument, (inclu__fling; but r_lgt”]imjted to, the
cavenants to pay when due sums secured by the Instrument) or any other Loan Document, Letider; at Lender’s option may,
in addition to any remedies specified in this covenant, invoke any other remedies provided in any Cg]l‘a_tgr?l‘ A‘greerq_ent.

If Borrower is in default under any promissory note (other than the Note) evidencing a loan (the __f-‘-Subd_rin;_natg___Loan”]
secured by a security instrument (other than the Instrument) covering all or any portion of the P{operfy_ ,(-Eh_¢-~-°‘$uhorc_j_j:n_ate
Instrument”) or under any Subordinate Instrument or other loan document executed in connection with -f.he»-'Su[qgrd.!pat_g
Loan, (and whether or not the Borrower has obtained the prior approval of Lender to tf_le placement ofsuch S_ub(‘)r_dma'te.i
Instrument on the Property) which default remains uncured after any applicable cure period, Borrower also ;hen_:_m‘ll :l_g.c i
default under the Note and the Instrument. In that event, the entire unpaid principal balance of the Note, accriied interest
and any other sums due Lender secured by the Instrument then will become due and payable, at Lender’s option. If Lénder.:‘
exercises this option to accelerate, Lender will do so in accordance with the provisions of the Note and the [nstrumient, and
the Lender may invoke any and all remedies permitted by applicable law, the Note, the Instrument, or any of the oth-er._l_doa‘p i

Documents.

RIDER TO MULTIFAMILY INSTROMERT-Fannie Mac Uniform Instrument }mjﬂiﬂiﬂﬁiﬂm WMM gﬂ

Skagit County Auditor
7/13/2008 Page 17 of 24 9:59AW




" Ji Single Asset Borrower

-Until the debt evidenced by the Note is paid in full, Borrower shall not (1) acquire any real or personal property other
' _than the property and assets (such as accounts) related to the operation and maintenance of the property, or (2) operate any
; "busmess other than the management and operation of the Property.

n-Recourse Liability

Sub]ect tor. the provisions of paragraph L and notwithstanding any other provision in the Note or Instrument, the
persona] liability of Borrower, any general partner of Borrower (if Borrower is a partnership), and any Key Principal to pay
the principal of. and interest on the debt evidenced by the Note and any other agreement evidencing Borrower’s
obllganons under the.Note and the Instrument shall be limited to (1) the real and personal property described as the
“Property in thie Instriment, (2) the personal property described in and pledged under any Collateral Agreement executed
in connection w:th the. loan evidenced by the Note, (3) the rents, profits, issues, products and income of the Property
received or collected by or en behalf of Borrower (the “Rents and Profits”) to the extent such receipts are necessary, first, to
pay the reasonable expenses of operating, managing, maintaining and repairing the Property, including but not limited to
real estate takes, utilities, assessments insurance premiums, repairs, replacements and ground rents, if any (the “Operating
Expenses™) then due and’ payable as of the time of receipt of such Rents and Profits, and then, to pay the principal and
interest due under the' Note -and any other sums due under the Instrument or any other Loan Documents (including but not
limited to deposits or. veserves die under any Collateral Agreement), except 1o the extent that Borrower did not have the
legal right, because of a bankruptcy, rece:vershlp or similar judicial proceeding, to direct the disbursernent of such sums.

Except as provided in paragraph L;-Lender shall not seek (a) any judgment for a deficiency against Borrower, any
general partner of Borrowér (if Befrower is‘a partnership) or any Key Principal, or Borrower’s or any such general partner’s
or Key Principal’s heirs, legal representatlves SuCCEssOrs Or assigns, in any action to enforce any right or remedy under the
Instrument, or (b) any judgment 'on the Note except as may be necessary in any action brought under the Instrument to
enforce the lien against the Prc:perty or to exercrse any remedies under any Collateral Agreement.

L. Exceptions to Non-Recourse Llablhty

If, without obtaining Lender’s prror wrltten cnns'éht (i) a Transfer shall occur which, pursuant to Uniform Covenant 19
of the Instrument, gives Lender the right,.at its optlon Ao declare all sums secured by the Instrument immediately due and
payable, (ii) Borrower shall encumnber the Propert'y wrth the lien of any Subordinate Instrument in connection with any
financing by Borrower, or ({ii} Borrower shall violate the single asset covenant in paragraph J of the Rider, any of such
events shall constitute & default by Borrower under the Note, the Instrument and the ofher Loan Documents and if such
event shall continue for 30 days, paragraph K shall not apply from and after the date which is 30 days after such event and
the Borrower, any general partner of Borrawer (it Borrower is a partnership) and Key Principal (each individually on a joint
and several basis if more than one) shall be personally llable on a joint and several basis for full recourse liability under the
Nete and other Loan Documents. L

Notwithstanding paragraph K, Borrower, any general partner of Borrower (if Borrower is a partnership} and Key
Principal (each individually on a joint and several basis if more thap cme) shall be personally liable on a joint and several
basis, in the amount of any loss, damage or cost (including biit ot limited to attorneys’ fees) resulting from (A) fraud or
intentional misrepresentation by Borrower or Borrower’s agents or emp!oyees or any Key Principal or general partner of
Borrower in connection with obtaining the loan evidenced by the*Note, or.in complying with any of Borrower’s obligations
under the Loan Documents, {B) insurance proceeds, condemnatmn awarc[s security deposits from tenants and other sums or
payments recetved by or on behalf of Borrower in its capacity as owner of the Property and not applied in accordance with
the provisions of the Instrument (except to the extent that Borrower did not have ‘the legal right, because of a bankruptcy,
receivership or similar judicial proceeding, to direct disbursement of such sums ‘or. payments), (C) all Rents and Profits
(except to the extent that Borrower did not have the legal right, becanse of a bankruptcy, receivership or similar judicial
proceeding, to direct the disbursement of such sums), and not applied; -first; ‘fo_the payment of the reasonable Operating
Expenses as such Operating Expenses become due and payable, and then, {5 thé payment.of principal and interest then due
and payable under the Note and all other sums due under the Instrument and all-othér Loan Bocuments (including but not
limited to deposits or reserves payable under any Collateral Agreement), (D) Botrower’s, farlure to pay transfer fees and
charges due under paragraph 19 (c) of the Instrument, or (E) Borrower’s failure followmg a default under any of the Loan
Documents to deliver to Lender on demand all Rents and Profits, and security deposits (except’ to Ahe extent that Borrower
did not have the legal right because of a bankruptcy, receivership or similar judicial pmceedmg to direct disbursement of
such sums), books and records relating to the Property. ,

No provision of Paragraphs K or L shall (i) affect any guaranty or similar agreement executed i connection with the
debt evidenced by the Note, (ii) release or reduce the debt evidenced by the Note, (iif) i 1mpa1r the right of Lender to enforce
the provisions of paragraph I of the Rider, (iv) impair the lien of the Instrument or (v) impait the nght of Lender to enforce
the provisions of any Collateral Agreement. ; ;

M. Waiver of Jury Trial

Borrower and Key Principal (each for himself if more than one (i) covenant and agree not to e]ect a trlal by Jury wrth
respect to any issue arising under any of the Loan Documents triable by a jury and (ii) waive any right to” trlal by jury'to'the
extent that any such right shall now or hereafrer exist. This waiver of right to trial by jury is separately given, knowin giy
and voluntarily with the benefit of competent legal counsel by the Borrower and Key Principal, and this waiver is: mtendedh._
to encompass individually each instance and each issue as to which the right to a jury trial would otherwise accrue Further, *
Borrower and Key Principal hereby certify that no representative or agent of the Lender {(including, but not hrmted tosthe &
Lender's counsel} has represented, expressly or otherwise, to Borrower or Key Principal that Lender will not seek to enforce‘_;'

the provisions of this paragraph M.
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. BY SIGNING BELOW, and agrees to the covenants and agreements contained in this Rider.

L1 sa R. Meﬁnﬁann

A’ekﬁdW’iédgmeﬂi a’nd Agreement of Key Principal to Persenal Liability for the Exceptions to Non-Recourse

Key Prmmpal (each for himself if more than one) hereby represents to Lender that he has a direct or indirect ownership
interest in the Borrower and that he participates in the management of the Borrower.

BY SIGNING BEL.OW the undersigned Key Principal (each for himself if more than one) understands, accepts and
agrees to the provisions of paragTaphs F, G, L and M above. No transfer of Key Principal’s ownership interest in Borrower
or in any entity which directly orindirectly has an ownership interest in Borrower shall release Key Principal from liability
hereunder, uniess the Borrower and Key Principal shall have complied with the provisions of paragraph F above and Lender
shall have approved the transfer'and substituted Key Principal. Key Principal shall have no right of subrogation against the
Barrower or any general partm:r of thc Bormwer by reason of any payment by Key Principal pursuant to paragraph L.

Key Pringj /Z\

Name: Charles F. Mehrmann (Seal)
Address: 15234 — 186™ Avenue Northeast

. oodinville, Washington 98072

Name: Lisa R. Mehrmann (Seal)
Address: 152341 86™ Avenue Northeast
Woodinville, Washington 98072

Attach notarial ackowledgment(s) for Key Prmcrpa[ [Attach n@tama! acknowledgment(s) for Borrower signatories, if
applicable] Lok
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INDIVIDUAL ACKNOWLEDGMENT

s ---%TATF OF WASHINGTON Skagit Gounty ss:

: On thls Bth -2 day of July, 2005, before me, the undersigned, a Notary Pubdic in and for the state of Washington, duly
commlssrcmed 4nd s sworh, perscnally appeared Charles F. Mehrmann and Lisa BR. Mehrmann, to me known to be the individual(s)
described in-and who executed the toregoing instrument, and acknowledged to me that they signed and sealed the said instrument
as the|r free and voluntary act and deed, for the uses and purposes therein mentioned.

lN WITNESS WHEREOF I have hersunto set my hand and affixe official seal, the day and year first above
written. :5. : F . ﬁﬁ
My Commiégrdn .exijireé: 1i2=A[31/2007 . iy e | /
4 Notary Public 1 and for the State of Washfwg n,

@K,RR;E HUFFER  § fesidingat Burlington
sﬁrﬁ OF WASHNGTON )

II!DWIDU-AL“HMWE‘D PA ?TNEHSHIP ACKNOWLEDGEMENT
ES 1.01-07
STATE OF%&%WCELPN Expm B County ss:

On thig day of o~ 19 , before me, the undersigned, a Notary Public in and for the
State of Washington, duly commlssmned and sworn personally appeared

. to me known 1o be the individual{s) described in the foregoing instrument

as and known to me to be the General Partner( ) of

+ a Limited Partnership and, on behalf of such Limited Parinership, acknowledged
to me that__ ... signed and sea!ed the foregoing instrument as the free and voluntary act and deed of said Limited
F'artnershlp, for the uses and purposes. therein mentloned

INWITNESS WHEREOF, { have hereuntq-sel my hand and affixed my official seal, the day and year first above
wrilten, e

My Commission expires: e -+"¥ Notary Public in and for the State of Washington,
G S residing ab

CORPORATE LIMITED PARTNEHSHIP ACKNOWLEDGMENT

STATE OF WASHINGTON, Coumy 88!
On this day of 9L before me the undersigned, a Notary Pubiic, in and for the
State of Washington, duly commissioned and swom, personally appeared . .
-..and _to*mig known to be the
F‘resrdent and e Secretary, respectively, of Yok

the corporation that executed the foregoing instrument as General Partner of

; a Limited Partnership, and acknowledged the said
instrument to be the free and voluntary act and deed of said corporallon ds such General Partner, and of said Limited Partnership,
for the uses and purposes therein mentioned, and on oath stated that--" =~ R authorized to execute the said
instrument and that the seal affixed is the corporate seal of said corporation Generai Partner

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my_-ofﬁmal spal,: the day and year first above
written. E Ea

My Commission expires:

Notary Public in and for the Sate of Wash!ngton
Residing at:

L il
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Schedule “A:1" 0 T 116063-PE
DESCRIPTION: .~

All that portion of Lots 22 and 23, “BIG LAKE WATER FRONT TRACTS, SKAGIT COUNTY,
WASHINGTON,” as per platrecorded in Volume 4 of Plats, page 12, records of Skagit County,
Washington, and of Shorelands of thé second class, as conveyed by the State of Washington by deed
recorded June 16, 1959, under Auditoi’s File No. 581848, situate in front of, adjacent to, or abutting upon
Lots 22 and 23, “BIG LAKE WATER FRONT TRACTS, SKAGIT COUNTY, WASHINGTON,” as per
plat recorded in Volume 4 of Plats, page. 12, records of Skagit County, Washington, lying Southerly of the
following described line: A S

Begmning at the Southwest comer of é:aj,d‘:LDt 23, as said point is shown on that certain Record of Survey
recorded in Book 2 of Surveys, page 203, undet” Auditor’s File No. 7911050027, records of said County
and Srate; o e

thence North 24°27°53" West along the'Eé'sférlﬁk line of said Lots 22 and 23, 110.51 feet to the true point of
beginning of said described line: SoF A

thence North 75°48°31” East, 39.20 feet;

thence South 87°25'22” East , 54.48 feet;

thence North 88°27°44™ East, 39.14 feet;

thence North 54°22°19” East, 8.23 feet:

thence North 33°06°00” East, 21.65 feet;

thence North 26°29°14” East, 8.05 feet; A

thence North 15°04°10” West, 7.68 feet; S

thence North 23°45°52” West, 15.59 feet to a point on a turve to the right, the center of which bears North
89°51°28” East and is 70.81 feet distant; I

thence Northerly and Northeasterly, following said curve to'the right through a central angle of 43°15°47”,
an arc distance of 53.47 feet; T

thence leaving said curve, North 41°20°43” East, 15.53 feetto a poift on a cﬁrife to the left, the center of
which bears North 50°40°51” West and is 51.70 feet distant; i

thence Northeasterly, following said curve to the left through a ceﬁ‘_t_:l"a-l angle.of 32°47°007, an arc distance
of 29,58 feet;

thence leaving said curve, North 76°28°38” East, 72.33 feet;

thence North 65°32°07” West, 211.58 feet, more or less, to the approximate Line of Navigability of Big
Lake and the end of said described line. .

Stiuate in the County of Skagit, State of Waghdngton.

wmp

Skagit County Auditor

7/13/2005 Page 21 of 21 9:58AM



