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WASHINGTON MUTUAL BANK, a federal association e —
Attention: MFL'Closing

National Commercial Operations Center
P.O.Box 9011 - #

Coppell, TX .75019-9011

CHICAGO TITLE COMPANY
IC35476 - ,

BE ADVISED THAT THE PROMISSORY NOTE SECURED BY THIS
SECURITY INSTRUMENT MAY PROVIDE FOR ONE OR MORE OF THE
FOLLOWING: (1) A VARIABLE RATE OF INTEREST; (2) A BALLOON
PAYMENT AT MATURITY; (3) DEFERRAL OF A PORTION OF ACCRUED
INTEREST UNDER CERTAIN CIRCUMSTANCES WITH INTEREST SO
DEFERRED ADDED TO THE UNPAID PRINCIPAL BALANCE OF THE NOTE
AND SECURED HEREBY. = -

DEED OF TRUST SECURITY AGREEMENT,
ASSIGNMENT OF LEASES AND RENTS

AND F]XTURE FILING
Grantor (Borrower): anman Pmperttes, L.L.C., a Washington limited liability
company .
Grantee (Lender): WASH[NGTON MUTUAL BANK, a federal association
Grantee (Trustee): Chicago Title
Legal Description: LEGAL DESCRIPTION ATTACHED HERETO AND
MADE A PART HEREOF
Additional Legal(s) on Exhlblt A PTN W/2 NE SW 29-34-4
Assessor’s Tax Parcel ID Number:  P28178 . .- 3 T 2l

THIS DEED OF TRUST, SECURITY AGREEMENT ASSIGNMENT OF LEASES AND
RENTS AND FIXTURE FILING (this “Security Instrurnent”) lS made this 5th day of August, 2005
among

Bosman Properties, L.L.C., a Washington limited liaii_a_jﬁty cthany,

the address of which is 1326 Van Dyke Road, Lynden, WA 98264, as grantor (“Borrower”); Chicago
Title, the address of which is 425 Commercial Street, Mount Vernon, WA 98723, and its successors in
trust and assigns, as trustee (“Trustee”); and WASHINGTON MUTUAL BANK, a federal association, at
its offices at National Commercial Operations Center, P.0O. Box 9178 COppeH Texas 75019-9178,
Attention: Portfolio Administration, as beneficiary (“Lender™). o
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.~ % 1. GRANTING CLAUSE. Borrower, in consideration of the acceptance by Trustee of the trust
hereunder, and of other good and valuable consideration, the receipt and sufficiency of which are hereby
'aclgnqwlcdged and in order to secure the obligations described in Section 3 below, grants, bargains, sells,

assigns-and conveys to Trustee and its successors in trust and assigns, forever, in trust, with power of sale,
all:of Borrower’s estate, right, title, interest, claim and demand in and to the property in the county of
Skagit, state of ‘Washington, with a street address of 1024 W. Blackburn Road, Mount Vernon, WA
98273’ (which address is provided for reference only and shall in no way limit the description of the real
and personal-property otherwise described in this Section 1), described as follows, whether now existing
or hereafter . acquired. (all of the property described in all paris of this Section 1 and all additional
property, if any, descrlbed in Section 2 is called the “Property™):

1t Land and_Appurtenances. The land described on Exhibit A hereto, and all
tenements, hereditamerits,’ rights of-way, easements, appendages and appurtenances thereto belongmg or
in any way appertammg, mcludmg without limitation all of the right, title and interest of Borrower in and
to any avenues, streets, ways, alleys, vaults, strips or gores of land adjoining that property, all rights to
water, water stock, drains, dramage and air rights relating to that property, and all claims or demands of
Borrower either in law or in eqmty in possessnon or expectancy of, in and to that property; and

1.2 I p vements and Fixtures. All buildings, structures and other improvements now
or hereafter erected on the property descrlbed in 1.1 above, and all facilities, fixtures, machinery,
apparatus, installations, goods equlpment inventory, furniture, building materials and supplies and other
properties of whatsoever nature, ow or hereafter Jocated in or used or procured for use in connection
with that property, it being the intention ‘of the parties that all property of the character described above
that is now owned or hereafter acqmred by-Borrower and that is affixed or attached to, stored upon or
used in connection with the property-described in 1.1 above shall be, remain or become a portion of that
property and shall be covered by and subject to the lien of this Security Instrument, together with all
contracts, agreements, permits, plans, specifications, drawings, surveys, engineering reports and other
work products relating to the construction of the.existing or any future improvements on the Property, any
and ail rights of Borrower in, to or under any architect’s contracts or construction contracts relating to the
construction of the existing or any future improvements on the Property, and any performance and/or
payment bonds issued in connection therewith, together with all trademarks, trade names, copyrights,
computer software and other intellectual proper'ty“'used by Boi'rower in connection with the Property; and

1.3 Enforcement and Collection. Any and all r;ghts of Borrower without limitation to
make claim for, collect, receive and receipt for any and all rents, income, revenues, issues, earnest money,
deposits, refunds (including but not limited to refunds from taxing authorities, utilities and insurers),
royalties, and profits, including mineral, oil and gas rlghts and. profits, insurance proceeds of any kind
{whether or not Lender requires such insurance and whether or'not Lender is named as an additional
insured or loss payee of such insurance), condemnation awards and other moneys, payable or receivable
from or on account of any of the Property, 1nclud1ng interest thereon, orto enforce all other provisions of
any other agreement (mcludmg those described in Section 1.2 above) affecting or relating to any of the
Property, to bring any suit in equity, action at law or other proceeding for the- collection of such moneys
or for the specific or other enforcement of any such agreement, award or. Judgment in the name of
Borrower or otherwise, and to do any and all things that Borrower is or may be or become entitled to do
with respect thereto, prov1ded however, that no obligation of Borrower under the*provisions of any such
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LoariNo.: 625642421
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agreements awards or judgments shall be impaired or diminished by virtue hereof, nor shall any such
- obligation be imposed upon Trustee or Lender; and

: ... 1.4 Accounts and Income. Any and all rights of Borrower in any and all accounts,
rights to payment contract rights, chattel paper, documents, instruments, licenses, contracts, agreements
and general mtanglbles relating to any of the Property, including, w1thout limitation, income and profits
derived from the operation of any business on the Property or attributable to services that occur or are
prowded on the Property or generated from the use and operation of the Property; and

15 Leases. All of Borrower’s rights as landlord in and to all existing and future leases
and tenancies;’ ‘whether written or oral and whether for a definite term or month to month or otherwise,
now or hereafter dermsmg -all or any portion of the property described in 1.1 and 1.2 above, including all
renewals and extensiosns .thereof and all rents, deposits and other amounts received or receivable
thereunder (in accepting thls Securxty Instrument neither Lender nor Trustee assumes any liability for the
performance of any stich: lease) and

1.6 Books and Records All books and records of Borrower relating to the foregoing in
any form. : o

2. SECURITY"AGREﬁMi«:NT AND ASSIGNMENT OF LEASES AND RENTS.

2.1 Securlgy Agreemen . To the extent any of the property described in Section 1 is
personal property, Borrowet, as debtor, grants to Lender, as secured party, a security interest therein
together with a secunty interest in all other personal property of whatsoever nature that is located on or
used or to be used in connection: w1th any.-of the property described in Section 1, and any products or
proceeds of any thereof, pursuant to-the Uniform Commercial Code of the state of Washington (the
“UCC”), on the terms and conditions Contained herein. Lender hereby assigns such security interest to
Trustee, in trust, for the benefit of Lender to be-dealt with as a portion of the “Property” except as
otherwise specified herein. Borrower hereby authorizes Lender to file any financing statement, fixture
filing or similar filing to perfect the securlty ‘interests granted in this Security Instrument without
Borrower’s signature.

2.2 Assignment of Leases an'd._:'l:ients.

(a)  Absolute Assignment. : Borrower hereby absolutely and
unconditionally grants, transfers, conveys, sells, sets over and ass1gns to Lender all of Borrower’s right,
title and interest now existing and hereafter arising in and to the leases, subleases, concessions, licenses,
franchises, occupancy agreements tenancies, subtenancnes and other agreements, either oral or written,
now existing and hereafier arising which affect the Property, Borrower’s interest therein or any
improvements located thereon, together with any and all security deposits, guaranties of the lessees’ or
tenants’ obligations (including any and all security therefor) and other security under any such leases,
subleases, concessions, licenses, franchises, occupancy agreements, tenancies, subtenancies and other
agreements (all of the foregoing, and any and all extensions, modlﬁcatmns and renewals thereof, shall be
referred to, colleetwely, as the “Leases”), and hereby gives to and confers upon Lender the right to collect
all the income, rents, issues, profits, royalties and proceeds from the Leases and any business conducted
on the Property and any and all prepaid rent and security deposits thereunder (collectlvely, the “Rents™).
This Security Instrument is intended by Lender and Borrower to create. and shall be ‘construed to create an
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"'Order No 1C35476

- _absolute assignment to Lender of all of Borrower’s right, title and interest in and to the Leases and the

- Reénts; andshall not be deemed merely to create a security interest therein for the payment of any
““indebtedness or the performance of any obligations under the Loan Documents (as defined below).
Bortower 1rrevocably appoints Lender its true and lawful attorney at the option of Lender at any time to
demand; receive and enforce payment, to give receipts, releases and satisfactions and to sue, either in the
name of Borrower or in the name of Lender, for all such Rents and apply the same to the obligations
secured by tl‘llS Seeunty Instrument.

= (b) Revocable License to Colleet. Notwithstanding the foregoing
a551gnment of Rents $0 long as no Event of Default (as defined below) remains uncured, Borrower shall
have a revocable ‘license; to collect all Rents, and to retain the same. Upon any Event of Default,
Borrower’s license to collect and retain Rents shall terminate automatically and without the necessity for
any notice.

I (e) Collection and Application of Rents by Lender. While any Event
of Default remains uncured (i) Lender may at any time, without notice, in person, by agent or by court-

appointed receiver, and without regard to the adequacy of any security for the obligations secured by this
Security Instrument, enter upon any-portion of the Property and/or, with or without taking possession
thereof, in its own name ‘sue for.-Or otherwise collect Rents (including past due amounts); and (i) without
demand by Lender therefor, Borrower shall promptly deliver to Lender all prepaid rents, deposits relating
to Leases or Rents, and all other Rents then held by or thereafter collected by Borrower, whether prior to
or during the continuance of any Event of Default. Any Rents collected by or delivered to Lender may be
applied by Lender against the obhgatlons secured by this Security Instrument, less all expenses, including
attorneys” fees and disbursements, it such-order as Lender shall determine in its sole and absolute
discretion. No application of Rents. agamst any obligation secured by this Security Instrument or other
action taken by Lender under this Seetion2.2 shall be deemed or construed to cure or waive any Event of
Default, or to invalidate any other action taken in re3ponse to such Event of Default, or to make Lender a
mortgagee-in-possession of the Property. - ~

{d) Dlrectmn to Tenants Borrower hereby irrevocably authorizes and
directs the tenants under all Leases to pay all. amounts owing to Borrower thereunder to Lender following
receipt of any written notice from Lender that states that an Event of Default remains uncured and that all
such amounts are to be paid to Lender. Borrower further authorizes and directs all such tenants to pay all
such amounts to Lender without any right or obligation.to. nquire as to the validity of Lender’s notice and
regardiess of the fact that Borrower has notified any such tenants that Lender’s notice is invalid or has
directed any such tenants not to pay such amounts to Lender

3. OBLIGATIONS SECURED. This Securrty Instrument is- gwen for the purpose of securing:

3.1 Performance and Payment. The performance ef ;the obligations contained herein
and the payment of $372,000.00 with interest thereon and ‘all other amounts payable according to the
terms of a promissory note of even date herewith made by Borrower, payable to Lender or order, and any
and all extensions, renewals, modifications or replacements théreéf whether the same be in greater or
lesser amounts (the “Note™), whlch Note may provide for one or more of the following: (a) a variable rate
of interest; (b) a balloon payment at maturity; or (¢) deferral of a portlon of aeerued interest under certain
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- _erre_mn_stances with interest so deferred added to the unpaid principal balance of the Note and secured

hereby

o .. 3.2 Future Advances. The repayment of any and all sums advanced or expenditures
made by Lender subsequent to the execution of this Security Instrument for the maintenance or
preservation ofthe Property or advanced or expended by Lender pursuant to any provision of this
Seeuri{'ty'lnstrum:ent subsequent to its execution, together with interest thereon.

3.3 Other Amounts. All other obligations and amounts now or hereafter owing by
Borrower o Lender under this Security Instrument, the Note or any other document, instrument or
agreement ev1dene1ng, securing or otherwise relating to the loan evidenced by the Note and any and all
extensions, renewals, modifications or replacements of any thereof (collectwely, the “Loan Documents™);
provided, however, that this Security Instrument does not and shall not in any event be deemed to, secure
the obligations owing to‘Lender under: (a) any certificate and indemnity agreement regarding hazardous
substances (the “Indemmty Agreement”) executed in connection with such loan (or any obligations that
are the substantial equlvalent thereof), or (b) any guaranty of such loan.

4, WARRANTIES AND COVENANTS OF BORROWER. Borrower warrants, covenants,
and agrees:

4.1 Warranties

(a) Borrower has full power and authority to grant the Property to
Trustee and warrants the Property to be free and clear of all liens, charges, and other monetary
encumbrances except those appearmg m the tltle insurance policy accepted by Lender in connection with
this Security Instrument. : 2T

b None_'o:'f _,the Property is used principally or at all for agricultural or
farming purposes.

{(c) The Property is free from damage and no matier has come to
Borrower’s attention (including, but not" limited to, knowledge of any construction defects or
nonconforming work) that would materially i 1mpa1r the value of the Property as security.

(d) The loan evrdenced by the Note and secured by this Security
Instrument is primarily for commercial, industrial or busmess purposes and is not primarily for personal,
family or household purposes.

4.2 Preservation of Lien, Borrower wrll preserve and protect the priority of this
Security Instrument as a first lien on the Property. If Borrower fails to do so, Lender may take any and all
actions necessary or appropriate to do so and all sums expended by Lender in so doing shall be treated as
part of the obligations secured by this Security Instrument, shall be paid by Borrower upon demand by
Lender and shall bear interest at the highest rate borne by any.. of the eblrgatrons secured by this Security
Instrument. .

4.3 Repair and Maintenance of Propem Borrower wrl] keep the Property in good

condition and repair, which duty shall include but is not limited: to _cleaning,-painting, landscaping,
repairing, and refurbishing of the Property; will complete and not remove or demohsh alter, or make
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Loan No.: 625642421
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o _addltlons fo any building or other improvement that is part of the Property, or construct any new structure
- on the Property, without the express written consent of Lender; will underpin and support when necessary
“any such. bu1ld1ng or other improvement and protect and preserve the same; will complete or restore

promptly and-in good and workmanlike manner any such building or other improvement that may be
damaged or-destioyed and pay when due all claims for labor performed and materials furnished therefor;
will not commit; suffer, or permit any act upon the Property in viclation of law; and will do all other acts
that from the ch‘é.racter or use of the Property may be reasonably necessary for the continued operation of
the Property ma safe and legal manner, the specific enumerations herein not excluding the general.

4 4 Insurance

: b 4.4, 1 All Risk/Hazard. Borrower will provide and maintain, as further
security for the faithful performance of the obligations secured by this Security Instrument, insurance
covering fire and other perils substantially equivalent to those insured under the Causes of Loss—Special
Form published by the' Insurance Service Office (“ISO™), and against such other perils as may be
specified by Lender (including-insurance against earthquake/earth movement, if required by Lender on a
case-by-case basis) in an amount not less than one hundred percent (100%) of the replacement cost of the
Property (or, if less, the balance owmg under the Note and the other Loan Documents). Such insurance
policy or policies shall include- rental-income interruption coverage as more specifically described in
Section 4.4.3 below. If any of the improvements on the Property are at any time located in a federally-
designated special flood hazard area in-which flood insurance is available, Borrower must provide Lender
with flood insurance in an amount,:and with deductibles, as specified by Lender. All policies of insurance
on the Property, whether or not requmd by the terms of this Security Instrument (including but not
limited to earthquake/earth movement insurance), shall name Lender as mortgagee and loss payec
pursuant to a mortgage endorsement-on a form acceptable to Lender, which form must provide that
Lender will not have its interest voided by the act or omission of Borrower and that Lender may file a
claim directly with the insurer (an “Acceptable Mortgage Endorsement™). Lender shall have the right to
control or direct the proceeds of all such policies-of insurance, whether or not required by the terms of this
Security Instrument, as provided in Section 4:4.6 below, and all proceeds thereof are hereby assigned to
Lender as security for the obligations securéd by this Security Instrument. Each policy of insurance must
have a deductible of an amount satisfactory to. Lender in its so]e discretion. Borrower shall be responsible
for all uninsured losses and deductibles. % h =

4.4.2  Liability. Borrower w111 mamtam commercial general liability insurance
on an occurrence form substantially equwalent to ISO form CG 0001 covering the legal liability of
Borrower against claims occurring on, in, or about: the Property with coverage of not less than One
Million Dollars ($1,000,000) per occurrence, naming Lender-an. additional insured and having a
deductible of an amount satisfactory to Lender in its sole drscretlon

443 Rental Income Interruntu)n Borrower will maintain rental income
interruption insurance in an amount equal to at least twelve:(12) months’ gross rental income from the
Property as determined by Lender from time to time, and naming Lender" as loss payee on an Acceptable
Mortgage Endorsement. The amount collected under any and all rental income interruption insurance on
the Property, whether or not required by this Security Instrument ‘shall be applied as provided in

Section 4.4.6.
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"'Qrde_r.NQ.: IC35476

e 4.4.4 Changes in Insurance Requirements. Lender may change its insurance
'requlrements from time to time throughout the term of the obligations secured by this Security Instrument
by giving notice of such changes to Borrower. Without limiting the generahty of the foregomg, Borrower
shall from time to time obtain such additional coverages or make such increases in the amounts of
existing cdveragé as may be required by written notice from Lender.

P S 445 General Provisions. All pothes of insurance required to be maintained
by Borrower pursuant to this Section 4.4 shall: (i) be primary and noncontrlbutory with any other
insurance. Borrower may carry; and (ii) be in form and substance and with companies acceptable to
Lender which are anthiorized to conduct business in the state in which the Property is located and which
have a curreit rating from the Best Key Rating Guide that is acceptable to Lender. Lender reserves the
right, in its reasonable discretion, to increase the amount of the required coverages, require insurance
against additional risks; of" vﬁthdraw approval of any insurance company at any time. Borrower shall
deliver to Lender evidence (m such form as Lender may require) of all insurance coverage on the
Property and a certified" copy of all policies of such insurance. Bormrower shall obtain renewals or
replacements of any policies that expire and deliver evidence of such renewals to Lender no later than the
expiration date of the polrcy bemg renewed or replaced. All policies and renewals thereof shall contain
provision for ten (10) days’-natice to Lender prior to cancellation for nonpayment of premiums and thirty
(30) days’ notice to Lender prior to:cancellation for any other reason. If Borrower fails to maintain
insurance in accordance with this Security Instrument and the other Loan Documents, Lender may, but
need not, obtain insurance on Borrower’s behalf; this insurance is called “force placed insurance.” For
instance, without limitation, Lender may obtain force placed insurance if: (a) Borrower fails to deliver to
Lender, prior to the expiration of any sch reqmred insurance coverage, evidence satisfactory to Lender
that Borrower has renewed or replaced such coverage; (b)the amount of insurance is reduced below
Lender’s requirements; (c) the deductible is. increased above Lender’s requirements; or (d) the insurer
providing the insurance does not meet Lender S msurance company rating requirements.

4.4.6 Damgge and Destructlon

{a) Borrower 8 Obllgatlon In the event of any damage to or loss or
destruction of the Property (a “Casualty™): (1) ifjt could reasonably be expected to cost more than $25,000
to repair the Casvalty, Borrower shall give prompt written notice of the Casualty to Lender and to
Borrower’s insurer, and shall make a claim under each insurance policy providing coverage therefor;
(ii) Borrower shall take such actions as are necessary or approprlate to preserve and protect the Property;
(iii) if the aggregate proceeds of any and all insurance policies insuring the Property, whether or not
required by this Security Instrument, that are payable as.a result of the Casualty (collectively, the
“Insurance Proceeds™) could reasonably be expected to exceed $25,000, or if a Default exists, Borrower
shall take such actions as are necessary or appropriate to ensure ‘that all Insurance Proceeds are paid to
Lender forthwith to be held by Lender until applied to the: obligations secured hereby or disbursed in
accordance with this Section 4.4.6; and (iv) unless otherwise instructed by Lender, regardless of whether
the Insurance Proceeds, if any, are sufficient for the purpose, Borrower shall promptly commence and
diligently pursue to completion in a good, workmanlike and lien-free manner the restoration, replacement
and rebuilding of the Property as nearly as possible to its value, conditioti and’ character immediately prior
to the Casualty (collectively, the “Restoration™). If the Restoration will cost more than $25,000 to repair,
Borrower shall submit the proposed plans and spec1ﬁcat10ns for the Restoration, and all construction
contracts, architect’s contracts, other contracts in connection with-the: Rg:stq.ratlon, and such other
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- _doeﬁménts as Lender may reasonably request to Lender for its review and approval. Borrower shall not

- begin :the Restoration unless and until Lender gives its written approval of such plans, specifications,
““contracts and other documents, with such revisions as Lender may reasonably require. Notwithstanding
the foregomg, Lender shall not be responsible for the sufficiency, completeness, quality or legality of any
sueh- plans,-~specifications, contracts or other documents, Borrower shall pay, within ten days after
demand by Lender, all costs reasonably incurred by Lender in connection with the adjustment, collection
and disbursement of Insurance Proceeds pursuant to this Security Instrument or otherwise in connection
with th‘e_Casua‘ity or_:th_e Restoration.

' . (b) Lender’s Rights. Lender shall have the right and power to receive
and control alI lnsurance Proceeds required to be paid to it pursuant to subsection (a)(iii) above.
Borrower hereby authorizes.and empowers Lender, in its own name or as attorney-in-fact for Borrower
(which power is coupled with an interest and is irrevocable so long as this Security Interest remains of
record), to make proof of loss, to settle, adjust and compromlse any claim under insurance policies on the
Property, to appear:iti and prosecute any action arising from such insurance policies, to collect and receive
Insurance Proceeds, and to dediict therefrom Lender’s expenses incurred in the adjustment, collection and
disbursement of such Insurance’ Proceeds or otherwise in connection with the Casualty or the Restoration.
Each insurance company concerned is- hereby irrevocably authorized and directed to make payment of all
Insurance Proceeds directly to Lender.: Notw1thstandmg anything to the contrary, neither Trustee nor
Lender shall be responsible for any. sueh insurance, the collection of any Insurance Proceeds, or the
insolvency of any insurer. o

(c) AEQllcatl()ll of Proceeds. If, at any time while Lender holds any
Insurance Proceeds, an Event of Default exists or Lender determines in its reasonable discretion that the
security for the obhgatlons secured’ h_ereby is-impaired, Lender shall have the option, in its sole discretion,
to apply the Insurance Proceeds to the-obligations secured hereby in such order as Lender may determine
(or to hold such proceeds for future application to those obligations). Without limiting the generality of
the foregoing, Lender’s security will be deemed ‘to be impaired if: (i) an Event of Default exists;
(ii) Borrower fails to satisfy any condition precedent to disbursement of Insurance Proceeds to pay the
cost of the Restoration within a reasonable time; or (iii) Lender determines in its reasonable discretion
that it could reasonably be expected that (A) Borrower will not have sufficient funds to complete the
Restoration and timely pay all expenses of the Property and all payments due under the Note and the other
Loan Documents through the completion of the Restoration and any leaseup period thereafter, (B) the
rental income from the Property will be insufficient-tp- mnely pay all expenses of the Property and
payments due under the Note and the other Loan Documents on an ongoing basis after completion of the
Restoration, or (C) the Restoration cannot be completed at least two years prior to the maturity date of the
Note and within one year after the date of the Casualty." .

(d) Disbursement of Proceeds. If Lender is not entitled to apply the
Insurance Proceeds to the obligations secured hercby, Lender (or at‘Lender’s election, a disbursing or
escrow agent selected by Lender and whose fees shall be paid by Borrower) shall disburse the Insurance
Proceeds for the Restoration from time to time as the Restoration- progresses, but only after satisfaction, at
Borrower’s expense, of such conditions precedent to such disbursements as: Lender may reasonably
requite including but not limited to the following: (i) Borrower shall have delivered to Lender evidence
reasonably satisfactory to Lender of the estimated cost of the Restoration; (ii) Lender shall have approved
the plans, specifications and contracts for the Restoration as required by Sectlon 4.4.6(a); (iii) Borrower
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shall have delivered to Lender funds in addition to the Insurance Proceeds in an amount sufficient in
'Lender -reasonable judgment to complete and fully pay for the Restoration; (iv) Borrower shall have
k dehvered to Lender such bulldmg permits, other permits, architect’s certlf" cates, waivers of lien,

contractor s-sworn statements, title insurance endorsements, plats of survey and other evidence of cost,
payment and performance as Lender may reasonably require and approve; and (v) if required by Lender,

Borrowet shall ‘have entered into an agreement providing in greater detail for the Restoration, the
disbursement of Insurance Proceeds and related matters. No payment made prior to the final completion
of the' Restoration .shall exceed ninety percent of the value of the work performed and materials
incorporated-into the: Property from time to time, as such value is determined by Lender in its reasonable
judgment. Dlsbursements may, at Lender’s election, be made on a percentage of completion basis or on
such other basls as is acceptable to Lender. Disbursements shail be subject to Borrower’s delivery of
such lien waivers as‘Lender may require, and otherwise on terms and subject to conditions acceptable to
Lender. From time to-'time after commencement of the Restoration, if so requested by Lender, Borrower
shall deposit with Lender:funds in excess of the Insurance Proceeds which, together with the Insurance
Proceeds and all funds prewously deposited with Lender in connection with the Restoration, must at all
times be at least sufficient in the reasonable judgment of Lender to pay the entire unpaid cost of the
Restoration. Funds so deposnted by Borrower may at Lender’s option be disbursed prior to the
disbursement of Insurance Proceeds. Lender may retain a construction consultant to inspect the
Restoration and related mattets on Lender s behalf and to advise Lender with respect thereto and
Borrower shall pay the cost thereof; provided that neither Borrower nor any other person or entity other
than Lender shall have any right to rely. onany inspection or advice of such consultant. Such consultant
shall not be the agent of Lender and shall not have the power to bind Lender in any way. Any surplus
Insurance Proceeds or other funds'held by Lender pursuant to this Section 4.4.6 that may remain after
payment of all costs of the Restoration.shall.be: paid to Borrower (or to such other person or entity as
Lender reasonably determines is entntled thereto) so long as no Default then exists. No interest shall be
allowed to Borrower on account of any Insurance Proceeds or other funds held by Lender pursuant to this
Section 4.4.6, but at Borrower’s request, Lender will deposit such amounts into a blocked interest-bearing
account with Lender over which Lender has sole possession, authority and control, in which Lender has a
perfected first-priority security interest to secure the obligations secured by this Security Instrument, and
otherwise on terms and conditions satlsfactory to Lender in its sole discretion. Notwnhstandmg the
above, if an Event of Default exists prior to full disbursement of the Insurance Proceeds and any other
funds held by Lender pursuant to this Section4.4.6, any iindisbursed portion thereof may, at Lender’s
option, be applied against the obligations secured by thls Securlty Instrument, whether or not then due, in
such order and manner as Lender shail select.

(e) Effect on_the lgdebted@s_g. .. Any reduction in the obligations
secured hereby resulting from the application of Insurance Proceeds or other funds pursuant to this
subsection 4.4.6 shall be deemed to take effect only on the date of such:application; provided that, if any
Insurance Proceeds are received after the Property is sold in connection with a judicial or nonjudicial
foreclosure of this Security Instrument, or is transferred” by deed in lien of such foreclosure,
notwithstanding any limitation on Borrower’s liability contaified herem ‘of'in_the Note, the purchaser at
such sale (or the grantee under such deed) shall have the right to receive ‘and retain all such Insurance
Proceeds and all unearned premiums for all insurance on the Property No: application of Insurance
Proceeds or other funds to the obligations secured hereby shall result in any adjustrnent in the amount or
due dates of installments due under the Note. No application of Insuranee Proceeds to the obligations
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e secured .hereby shall, by itself, cure or waive any Default or any notice of default under this Security

~Instrument ‘or invalidate any act done pursuant to such notice or result in the waiver of any collateral
'securmg the Note.

. 4.5 Right_of Inspection. Borrower shall permit Lender or its agents or independent
contractors (1nclud1ng, but not limited to, appraisers, environmental consultants and construction
consultants) at al] reasonable times, to enter upon and inspect the Property.

' 4 6 Compliance with Laws, Etc.; Preservation of Licenses. Borrower shall comply in
all material respeets With (a) all laws, statutes, ordinances, rules, regulations, licenses, permits, approvals,
orders, judgments ‘and- other requirements of governmental authorities telating to the Property or
Borrower’s use thereof, and (b)ail easements, licenses and agreements relating to the Property or
Borrower’s use thereof:” Borrower shall observe and comply with all requirements necessary to the
continued existence and- vahdlty of all rights, licenses, permits, privileges, franchises and concessions
relatmg to any existing ‘or. presently contemplated use of the Property, including but not limited to any
zoning variances, special exceptions and nonconforming use permits.

4.7 Furthe'r A"ssurances. Borrower will, at its expense, from time to time execute and
deliver any and all such-instruments.of further assurance and other instruments and do any and all such
acts, or cause the same to be done, as Trustee or Lender deems necessary or advisable to grant the
Property to Trustee or to carry out more effectwely the purposes of this Security Instrument.

4.8 Legal Actlons Borrower will appear in and defend any action or proceeding before
any court or administrative body purporting to affect the security hereof or the rights or powers of Lender
or Trustee; and will pay all costs and expenses including cost of evidence of title, title insurance
premiums and any fees of attormeys, ‘appraisers, environmental inspectors and others, incurred by Lender
or Trustee, in a reasonable sum, in any such-action or proceeding in which Lender or Trustee may appear,
in any suit brought by Lender or Trustee to foreclose this Security Instrument and in any nonjudicial
foreclosure under this Security Instrument. . ‘

49 Taxes, Assessments and Other Liens. Borrower will pay prior to delinquency all
taxes, assessments, encumbrances, charges, and liens with interest, on the Property or any part thereof,
including but not limited to any tax on or measured by rents of the Property, the Note, this Security
Instrument, or any obligation or part thereof secured hereby

4.10  Expenses. Borrower will pay ; all costs fees and expenses reasonably incurred by
Lender or Trustee in connection with this Security Instrument

4.11 Repayment of Expendlturm Borrower w1]1 pay within five (5) days after
written demand all amounts secured by this Security Instrument other than principal of and interest on
the Note, with interest from date of expenditure at the rate of mterest borne by the Note and the
repayment thereof shall be secured by this Security Instrument

4.12  Financial and Operating Informanon Wrthm nmety (90} days after the end of
each fiscal year of Borrower, Borrower shall furnish to Lender the following in such form as Lender may
require: (a) an itemized statement of income and expenses for Borrower $ operatlon of the Property for
that fiscal year; and (b) a rent schedule for the Property showing the. name of each tenant, and for each
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o tenant ‘the space occupied, the lease expiration date, the rent payable for the current month, the date

'through which rent has been paid, all security deposits held (and the institution in which they are held)
k and any related information requested by Lender.

, In addltron within twenty (20) days after written request by Lender, Borrower shall furnish to
Lender’ ‘such financial statements and other financial, operating and ownership information about the
Property, Borrower, owners of equity interests in Borrower, and guarantors of the obligations secured
hereby; as Lender may require.

If Borrower fails to provide Lender with any of the financial and operating information required
to be provided uider this. Section within the time petiods required under this Section and such failure
continues after Lender has- ‘provided Bosrower with thirty (30) days’ notice and opportumty to cure such
failure, Borrower shall pay.to Lender, as liquidated damages for the extra expense in servicing the loan
secured hereby, Five'Hundred-Dollars ($500) on the first day of the month following the expiration of
such thirty (30)-day perrod and One Hundred Dollars ($100) on the first day of each month thereafter
untit such failure is cured:” All 'such amounts shall be secured by this Security Instrument. Payment of
such amounts shall not cure.any Default or Event of Default resulting from such failure.

4.13 Sale, Transfer, or Encumbrance of Property.

: (.a) Encumbrances, Entity Changes. Except as otherwise provided
below, Borrower shall not, without the prior written consent of Lender, further encumber the Property or
any interest therein, or cause “or.permit-any change in the entity, ownership, or control of Borrower
without first repaying in full the Note and all other sums secured hereby.

(b) Sales Transfers, Conveyances. Except as otherwise provided
below, Borrower shall not, without the prior'wiitten consent of Lender {(which consent shall be subject to
the conditions set forth below), sell, transfer, or otherwise convey the Property or any interest therein,
voluntarily or involuntarily, without first repaying in‘full the Note and all other sums secured hereby.

(c) Conditrons"to Lender’s Consent. Lender will not unreasonably
withhold its consent to a sale, transfer, or other conveyance of the Property, provided however, that:

(i) Borrower shall provrde to Lender a loan application on such
form as Lender may require executed by the proposed transferee and accompanied by such other
documents as Lender may require in connection therew1th

(ii)  Lender may consrder the factors normally used by Lender as
of the time of the proposed assumption in the process of determining whether or not to lend funds, and

may require that the Property and the proposed transferee meet Lenders then-current underwriting
requirements as of that time; :

(iii)  Lender may specrﬁcally evaluate the financial responsibility,
structure and real estate operations experience of any potential transferee

(iv)  Lender may require that it be provrded at Borrower’s
expense, with an appraisal of the Property, an on-site mspectlon of the Property, and such other
documents and items, from appraisers, inspectors and other parties- satlsfaetory to Lender, and may
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' _requlre that Borrower or the transferce of the Property correct any items of deferred maintenance that may
-~ be 1_de_nt1ﬁe¢j by Lender;

S {v} Lender may, as a condition to granting its consent to a sale,
transfer or other conveyance of the Property, require in its sole discretion the payment by Borrower of a
fee (the “‘Consented Transfer Fee™) of one percent (1%) of the unpaid principal balance of the Note; and

A (vi)  No Default or Event of Default (each as defined below) has
occurred a"nd "fs dontihuing

In connectlon with any sale, transfer or other conveyance of the Property to which Lender is
asked to eonsent BormWer agrees to pay to Lender, in addition to any sums specified above, for Lender’s
expenses incurred ir reviewing and evaluating such matter, the following amounts: (i) a nonrefundable
review fee in accordance with Lender’s fee schedule in effect at the time of the request, which fee shall be
paid by Borrower.to Eender upon Borrower’s request for Lender’s consent and shall be applied to the
Consented Transfer Fee if Lendér’s consent is given to such sale, transfer, or other conveyance of the
Property; (ii) Lender’s reasonable attorneys’ fees and other reasonable out-of-pocket expenses incurred in
connection with such request for consent and in connection with such sale, transfer or other conveyance;
and (iii} document prepara’non fees and other fees in accordance with Lender’s fee schedule in effect at
the time. In addition, prior to or at the time of any sale, transfer or other conveyance to which Lender
grants its consent, Borrower shall’ «obtain and provide to Lender a fully and duly executed and
acknowledged assumption agreement i form and substance satisfactory to Lender under which the
transferee of the Property assumes liability for the loan evidenced by the Note and secured by this
Security Instrument together with sich financing statements and other documents as Lender may require.
Borrower and any guarantors of such lozn shall continue to be obligated for repayment of such loan
unless and until Lender has entered into. & ertten assumptlon agreement specifically releasing them from
such liability in Lender’s sole discretion. :

Consent to any one such occurrence shall not be deemed a waiver of the right to require consent
to any future occurrences. :

(d) Unconsented Transfers. In each instance in which a sale, transfer
or other conveyance of the Property, or any change in the“entity, ownership, or control of Borrower,
occurs without Lender’s prior written consent thereto havmg been given, and regardless of whether
Lender elects to accelerate the maturity date of the Note (any 'of the foregoing events is referred to as an
“Unconsented Transfer”), Borrower and its successorsishalt be Jomtly and severally liable to Lender for
the payment of a fee (the “Unconsented Transfer Fee™) of two percent (2.0%) of the unpaid principal
balance of the Note as of the date of such Unconsented Transfer.” The Unconsented Transfer Fee shall be
due and payable upon written demand therefor by Lender, and shall be secured by this Security
Instrument; provided, however, that payment of the Unconsented Transfer Fee shall not cure any Event of
Default resulting from the Unconsented Transfer. '

(¢) No Waiver. Lender’s waiver of any of the Consented Transfer Fee,
the Unconsented Transfer Fee or any other amount payable hereunder; in whole or in part for any one
sale, transfer or other conveyance shall not preclude the imposition - thereof in COI]IleCthl‘l with any other
sale, transfer or other conveyance.
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g () Permitted Transfers. Notwithstanding the foregoing and
: 'not\wlthstandlng Section 4.14, Lender’s consent will not be required, and neither the Consented Transfer
“Fee nor the Unconsented Transfer Fee will be imposed, for any Permitted Transfer (as defined below), so
lonig ‘as‘all Transfer Requirements (as defined below) apphcable to such Permitted Transfer are timely
satisfi ed As used herein, the following terms have the meanings set forth below:

“Perm1tted Transfer” means:

ST ' (i)  The transfer of not more than twenty-five percent (25%) in
the aggregate du:rlng the term of the Note of the Equity Interests {as defined below) in Borrower (or in
any entity that'owns, dlrectIy or indirectly through one or more intermediate entities, an Equity Interest in
Borrower), iit-addition to-any transfers permitted under subparagraphs (ii) or (iii) of this definition (a
“Minority Interest Traqsfe_r”), _

P, (ii) A transfer that occurs by devise, descent or operation of law
upon the death of a natural person (a “Decedent Transfer”); or

-(iif) A transfer of interests in the Property, in Borrower or in any
entity that owns, dlrectiy ot mdlrectly through one or more intermediate entities, an Equity Interest in
Borrower, to non-minor immediate family members (i.e., the parents, spouse, siblings, children and other
lineal descendants, and the spouses of parents, 31b11ngs children and other lineal descendants) of the
transferor or to one or more trusts established for the benefit of the transferor and/or such immediate
family members of the transferor (an “Estate Planning Transfer).

“Transfer Regumement means_, with respect to any Permitted Transfer, all of the
following that apply to that transfer: " .7 &

(1) ln the case of any Permitted Transfer, none of the persons or
entities liable for the repayment of the loan ev1dencecl by the Note shall be released from such liability.

(i) In the case of any Minority Interest Transfer or Estate
Planning Transfer, there shall be no change in the individuals exercising day-to-day powers of
demsxonmakmg, management and control over either Borrower or the Property unless Lender has given
its prior written consent to such change in its solé discretion. In the case of a Decedent Transfer, any new
individual exercising such powers must be satisfactory te Lcnder in its sole discretion.

(iii) In the case of a Decedent Transfer, if the decedent was a
Borrower or guarantor of the loan evidenced by the Note, wn:hm 30 days after written request by Lender,
one or more other persons or entities having credit standing-and ﬁnanma] resources equal to or better than
those of the decedent, as determined by Lender in its reasonable dlscretlon shall assume or guarantee
such loan by executing and delivering to Lender a guaranty or assumptlon agreement and a certificate and
indemnity agreement regarding hazardous substances, each satlsfactory to Lender, providing Lender with
recourse substantially identical to that which Lender had agamst the- dccedent and granting Lender liens
on any and all interests of the transferee in the Property. ; :

(iv)  In the case of any Estate *:Plannmg;Transfcr that results in a
transfer of an interest in the Property or in a change in the trustee of any: trust owning an interest in the
Property, the transferee or new trustee (in such new trustee’s ﬁduclary capacnty) shall, prior to the
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. _transfer execute and deliver to Lender an assumption agreement satisfactory to Lender, providing Lender

- with recoutse substantially identical to that which Lender had against the transferor or predecessor trustee
and g_ran_t_mg Lender liens on any and all interests of the transferee or the new trustee in the Property.

' {(v)  Inthe case of any Permitted Transfer that results in a transfer
of an mterest i the Property, Lender shall be provided, at no cost to Lender, with an endorsement to its
title insurance pohcy insuring the lien of this Security Instrument, which endorsement shall insure that
there has been 10 lmpalrment of that lien or of its priority.

' - (vi) In the case of any Permitted Transfer, Borrower or the
transferee shall pay all costs and expenses reasonably incurred by Lender in connection with that
Permitted Transfer, together with any applicable fees in accordance with Lender’s fee schedule in effect
at the time of the Permitted Transfer, and shall provide Lender with such information and documents as
Lender reasonably requests in order to make the determinations called for by this Security Instrument and
to comply with apphcable laws rules and regulations.

(vu) No Default shall exist.

Egm;y Interes means partnershlp interests in Borrower, if Borrower is a partnership,
member interests in Borrower if Borrower is a limited liability company, or shares of stock of Borrower,
if Borrower is a corporation.. ' i

4.14 Borrower Exmtence If Borrower is a corporation, partnership, limited liability
company or other entlty, Lender is making this loan in reliance on Borrower’s continued existence,
ownership and control in its present form. Botrower will not alter its name, jurisdiction of organization,
structure, ownership or control withoit the prior written consent of Lender and will do all things
necessary to preserve and maintain-said-.existence and to ensure its continuous right to carry on its
business. If Borrower is a partnersh1p, Borrower will not permit the addition, removal or withdrawal of
any general partner without the prior written consent of Lender. The withdrawa! or expulsion of any
general partner from Borrower partnership shall not in any way affect the liability of the withdrawing or
expelled general partner hereunder or on the Note

4.15  Information for Partlclgants, Etc. -Borrower agrees to furnish such information
and confirmation as may be required from time to time by Lender on request of potential loan participants
and assignees and agrees to make adjustments in this. Securlty Instrument, the Note, and the other
documents evidencing or securing the loan secured hereby to accommodate such participant’s or
assignee’s requirements, provided that such requirements do not vary the economic terms of the loan
secured hereby. Borrower hereby authorizes Lender to disclose to-potential participants and assignees
any information in Lender’s possession with respect to Borrower attd the loan secured hereby.

4.16  Tax and Insurance Impounds.

(a) Impounds. In add1t1on 1o’ the payrnents required by the Note,
Borrower agrees to pay Lender, at Lender’s request, such sums as Lender may from time to time estimate
will be required to pay, at least one month before delinquency, the next due taxes, assessments, insurance
premiums, and similar charges affecting the Property, less all sums’ already paid therefor divided by the
number of months to elapse before one month prior to the date when such taxes assessments and

Page 14 of 24

L Mmrmmrrr

Skagit County Auditor
8/5/2005 Page 14 of 26 3: 51 PM ,_




Loari No.: 625642421
_"OrderNo.: IC35476

™" premiums will become delinquent, such sums to be held by Lender without interest or other income to
- Borrower to pay such taxes, assessments and premiums. Should this estimate as to taxes, assessments and
““premiums-prove insufficient, Borrower upon demand agrees to pay Lender such additional sums as may
be 5"réE1u-i'red. to .p_ay them before delinquent.

(b)  Application. If the total of the payments described in subsection (a)
of this Sectron (eollectlvely, the “Impounds™) in any one year shall exceed the amounts actually paid by
Lender for taxes, assessments and premiums, such excess may be credited by Lender on subsequent
payments, under this séction. At any time after the occurrence and during the continuance of an Event of
Default and at of priorto the trustee’s sale or sheriff’s sale, Lender may apply any balance of funds it may
hold pursuant to this Section to any amount secured by this Securrty Instrument and in such order as
Lender may elect. If Le_n_der_ does not so apply such funds at or prior to the trustee’s sale or sheriff’s sale,
the purchaser at such sale shall be entitled to all such funds. If Lender acquires the Property in lieu of
realizing on this Security" Instrument the balance of funds it holds shall become the property of Lender.
Any transfer in fee of all® or a _part of the Property shall automatically transfer to the grantee all or a
proportionate part of Borrower s rights and interest in the fund accumulated hereunder.

(c) 'Tax Reporting Service. Lender may, but need not, contract with a
tax reporting service COVeng the Property Borrower agrees that Lender may rely on the information
furnished by such tax service and agrees to pay the cost of that service within 30 days after receipt of a
billing for it. . E—

(c[) " Liimted Waiver. Notwithstanding the foregoing, Lender will not
require Borrower to deposit the Impounds as provided in subsection (a) of this Section so long as: (i) the
Property is owned in its entirety by the-original Borrower named below (and not by any successor or
transferee Borrower) and there is. no change in the individuals exercising day-to-day powers of
decisionmaking, management and control ‘ovér either Borrower or the Property (regardless of whether
Lender has consented to any such transfer or, change), (ii) Borrower pays, prior to delinquency, all
payments of taxes, assessments, insurance premiums and other amounts that would otherwise be paid
from the Impounds and, if required by Lender; Borrower prov1des Lender with proof of such payment;
and (iii) no Event of Default occurs (regardless-of whether it is later cured). If at any time Borrower fails
to meet any of the foregoing requirements, Lender may at any time thereafter require the payment of all
Impounds upen ten days written notice to Borrower.

4.17  Leases, Security Deposits, Etc: ""Borr"oWer shall not receive or collect any rents
from any present or future tenant of the Property or ‘any part thereof in advance in excess of one (1)
month’s rent or collect a security deposit in excess of two (2) months’ rent. Borrower shall promptly
deposit and maintain all security deposits and other clep031ts recefyéd by Borrower from tenants in a
segregated trust account in a federally insured institution. Borrower shall perform its obligations under
the Leases in all material respects, P .

4.18 Condominium and Cooperative Provnsnon If the Property is not subject to a

recorded condominium or cooperative regime on the date of this Seeurlty Instrument, Borrower will not
subject the Property or any portion thereof to such a regime without the written ‘consent of Lender, which
consent may be granted or denied in Lender’s sole discretion and, if granted, may be subject to such
requirements as Lender may impose including but not limited to Borrower prowdlng Lender with such
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" title insurance endorsements and other documents as Lender may require. If the Property is subject to a

- 'condominitim regime on the date of this Security Instrument: (a) Borrower represents and warrants that
““none of the condominium units and no portion of the common elements in the Property have been sold,
conveyed or-encumbered or are subject to any agreement to convey or encumber; (b) Borrower shall not
inany way sell, convey or encumber or enter into a contract or agreement to sell, convey or encumber any
condominium unit or any of the common elements of the Property unless expressly agreed to in writing
by Lender; (c) Borrower shall operate the Property solely as a rental property; and (d) the Property
granted, ‘conveyed and assigned to Lender hercunder includes all rights, easements, rights of way,
reservations .and - powers of Borrower, as owner, declarant or otherwise, under any applicable
condominium act or statute and under any and all condominium declarations, survey maps and plans,
association artieles and bylaws and documents similar to any of the foregoing.

4.19 Use 'of Property; Zoning Changes. Unless required by applicable law,
Borrower shall not: (a) except “for any change in use approved by Lender in writing, allow changes in the
use for which all or.any part of the Property is being used at the time this Security Instrument is executed;
(b) convert any individual dwelling unit or common area in the Property to primarily commercial use; or
(c) initiate or acquiesce in a change in the zoning classification of the Property.

5. DEFAULT

5.1 Deﬁmtlon Any of the following shall constitute an “Event of Default” as that term
is used in this Security Instrument (and the term “Default” shall mean any of the following, whether or
not any requirement for notice or }apse of time has been satisfied):

(a) - Any regular monthly payment under the Note is not paid so that it is
received by Lender within fifteen (15) days after the date when due, or any other amount secured by this
Security Instrument (including but not limited to any payment of principal or interest due on the Maturity
Date, as defined in the Note) is not paid so: that it is’ recelved by Lender when due;

(b) Any representatlon or warranty made by Borrower to or for the
benefit of Lender hercin or elsewhere in connection with the loan secured hereby, including but not
limited to any representation in connection w1th the securlty therefor, shall prove to have been incorrect
or misleading in any material respect;

(¢)  Borrower or any othgr"pdgty.. thereto (other than Lender) shall fail to
perform its obligations under any other covenant or-agréement contained in this Security Instrument, the
Note, any other Loan Document or the Indemnity Agreement,’ which failure continues for a period of
thirty (30) days after written notice of such failure by Lender to' Borrower, but no such notice or cure
period shall apply in the case of: (i) any such failure that could, ifi Lender’s judgment, absent immediate
exercise by Lender of a right or remedy under this Security Instrument, the other Loan Documents or the
Indemnity Agreement, result in harm to Lender, impairment of the Note or this Security Instrument or any
other security given under any other Loan Document; (ii) any- such failure that is not reasonably
susceptible of being cured during such 30-day period; (iii) breach of any provision that contains an
express cure period; or (iv) any breach of Section 4.13 or Section 4.14 of this Secunty Instrument;

(d)  Borrower or any other person or entity hable for the repayment of
the indebtedness secured hereby shall become unable or admit in wr‘ltmg its 1nab1hty to pay its debts as
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o they become due, or file, or have filed against it, a voluntary or involuntary petition in bankruptey, or

" make a general assignment for the benefit of creditors, or become the subject of any other receivership or
k msolvency proceeding, provided that if such petition or proceeding is not filed or acquiesced in by
Borrowér or-the subject thereof, it shall constitute an Event of Default only if it is not dismissed within
sixty’ (60) days after it is filed or if prior to that time the court enters an order substantially granting the
relief soti'ght theijtei_n;

y - (¢) Borrower or any other signatory thereto shall default in the
performance of any covenant or agreement contained in any mortgage, deed of trust or similar security
instrument encumbering the Property, or the note or any other agreement evidencing or securing the
indebtedness’ secured thereby, which default continues beyond any applicable cure period;

“(f) A tax, charge or lien shall be placed upon or measured by the Note,
this Security Instrument, ‘or any obligation secured hereby that Borrower does not or may not legally pay
in addition to the payment of al]__prmolpal and interest as provided in the Note; or

(g) “ There shall occur any default under the Indemnity Agreement,

5.2 Lendgr 5 and Trustee s Right to Perform. After the occurrence and during the
continuance of any Event of Default, Lender or Trustee, but without the obligation so to do and without
notice to or demand upon Borrower and without releasing Borrower from any obligations hereunder,
may: make any payments or do any acts required of Borrower hereunder in such manner and to such
extent as either may deem neeessary to"prdtect the security hereof, Lender or Trustee being authorized to
enter upon the Property for such purposes; commence, appear in and defend any action or proceeding
purporting to affect the security hereof .or the‘rights or powers of Lender or Trustee; pay, purchase,
contest or compromise any encumbrance;:charge or lien in accordance with the followmg paragraph; and
in exercising any such powers, pay necessary expenses, employ counsel and pay a reasonable fee therefor.
All sums so expended shall be payable on demand by Borrower, be secured hereby and bear interest at the
Default Rate of interest specified in the Note from the date advanced or expended until repaid.

Lender or Trustee, in making any payment herein, is hereby authorized, in the place and stead of
Borrower, in the case of a payment of taxes, assessments, water rates, sewer rentals and other
goverrunental or municipal charges, fines, impositions or liens.asserted against the Property, to make such
payment in reliance on any bill, statement or estimate procured from the appropriate public office without
inquiry into the accuracy of the bill, statement or estimate-or into: the validity of any tax, assessment, sale,
forfeiture, tax lien or title or claim thereof; in the case of any apparent or threatened adverse claim of title,
lien, statement of lien, encumbrance, deed of trust, mortgage, claim or charge Lender or Trustee, as the
case may be, shall be the sole judge of the legality or validity of same and in the case of a payment for
any other purpose herein and hereby authorized, but not enumerated in this paragraph, such payment may
be made whenever, in the sole judgment and discretion of Trilstee or, Lender, as the case may be, such
advance or advances shall seem necessary or desirable to profect the full security intended to be created
by this Security Instrument, provided further, that in connection w1th any such advance, Lender at its
option may and is hereby authorized to obtain a continuation report of title prepared by a title insurance
company, the cost and expenses of which shall be repayable by Borrower WIthout demarnd and shall be
secured hereby. . E
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) . 5.3 Remedies on Default. Upon the occurrence of any Event of Default all sums
'secured hereby shall become immediately due and payable, without notice or demand, at the option of
i 'Ler__rde_r a_nd Lender may:

: : : (a) Have a receiver appointed as a matter of right on an ex parte basis
w1thout [lOthC to Borrower and without regard to the sufficiency of the Property or any other security for
the 1ndebtedness secured hereby and, without the necessity of posting any bond or other security. Such
receiver shall take possession and control of the Property and shall collect and receive the Rents. If
Lender elects.to seek the appointment of a receiver for the Property, Borrower, by its execution of this
Securlty Instrumient, expressly consents to the appointment of such receiver, including the appointment of
a receiver ex parte if permitted by applicable law. The receiver shall be entitled to receive a reasonable
fee for managing the. Propérty, which fee may be deducted from the Rents or may be paid by Lender and
added to the indebtedness secured by this Security Instrument. Immedlately upon appointment of a
receiver, Borrower shall surrender possession of the Property to the receiver and shall deliver to the
receiver all documents, records (including records on electronic or magnetic media), accounts, surveys,
plans, and specifications relating fo the Property and all security deposits. If the Rents are not sufficient
to pay the costs of taking-control of and managing the Property and collecting the Rents, any funds
expended by Lender, or -aiﬂv-an_ced____by___fhender to the receiver, for such purposes shall become an additional
part of the indebtedness secuted by this Security Instrument. The receiver may exclude Borrower and its
representatives from the Property. Borrower acknowledges and agrees that the exercise by Lender of any
of the rlghts conferred under this -Section5.3 shall not be construed to make Lender a
mortgagee-in-possession of the. Property sd long as Lender has not itself entered into actual possession of
the Property. RE

(b) ""'"':F.orée'lnseﬁtnis Security Instrument as a morigage or otherwise realize
upon the Property. b n F

(c) Cause "l_“rnstee’"to:'-exercise its power of sale,
(d)  Sue on ,:,the'_N'nte as permitted under applicable law.

() Tothe ext_e-nt permitted by law, including, without limitation, RCW
61.24.100, seek and obtain a deficiency judgment following the completion of a judicial foreclosure or a
trustee’s sale of all or a portion of the security for the obllgations secured by this Security Instrument.

5.4 No Waiver. By acceptmg payment of any sum secured hereby after its due date,
Lender does not waive its right either to require prompt payment when due of all other sums so secured or
to declare an Event of Default for failure to do so. ,

5.5 Waiver_of Marshaling, Fte. In coﬁnebtion with any trustee’s sale or other
foreclosure sale under this Security Instrument, Borrower heteby waives, for itself and all others clannmg
by, through or under Borrower, any right Borrower or such" others . would otherwise have to require
marshaling or to require that the Property be sold in parcels or in.any- partlcular order

5.6 Remedies Cumulative; Subrogation. The rlghts and remedles accorded by this
Security Instrument shall be in addition to, and not in substitution of, any nghts or remedies available
under now existing or hereafter arising applicable law. All rights and remedles provided for in this

Page 18 of 24




Loan No.: 625642421
. "Order.No.: IC35476

* Security Instrument or afforded by law or equity are distinct and cumulative and may be exercised
- concutrently, independently or successively. The failure on the part of Lender to promptly enforce any
“right hereunder shall not operate as a waiver of such right and the waiver of any Default or Event of
Default shall-not constitute a waiver of any subsequent or other Default or Event of Default. Lender shall
be:subrogated tothe claims and liens of those whose claims or liens are discharged or paid with the loan
proceeds hereof..

.6, CONDEMNATION ETC. Any and all awards of damages, whether paid as a result of
Judgment or prior. settlement in connection with any condemnation or other taking of any portion of the
Property for public, or- private use, or for injury to any portion of the Property (“Awards”), are hereby
assigned andshall be paid to Lender which may apply or disburse such Awards in the same manner, on
the same terms, subject to-the same conditions, to the same extent, and with the same effect as provided in
Section 4.4.6 above for disposition of Insurance Proceeds. Without 1imiting the generality of the
foregoing, if the taklng results:in a loss of the Property to an extent that, in the reasonable opinion of
Lender, renders or:is llkely to'render the Property not economically viable or if, in Lender’s reasonable
judgment, Lender’s security is otherwise impaired, Lender may apply the Awards to reduce the unpald
obligations secured hereby in-such_order as Lender may determine, and without any adjustment in the
amount or due dates of installinents ‘due under the Note. If so applied, any Awards in excess of the
unpaid balance of the Noteand other sums due to Lender shall be paid to Borrower or Borrower’s
assignee. Lender shall in no case be obligated to see to the proper application of any amount paid over to
Borrower. Such application ‘or.release shall not cure or waive any Default or notice of default hereunder
or invalidate any act done pursuant to such notice. Should the Property or any part or appurtenance
thereof or right or interest therein be taken or threatened to be taken by reason of any public or private
improvement, condemnation proceeding (including change of grade), or in any other manner, Lender
may, at its option, commence, appear in.and prosecute, in its own name, any action or proceeding, or
make any reasonable compromise or settlement in connection with such taking or damage, and obtain all
Awards or other relief therefor, and Borrower agrees to pay Lender’s costs and reasonable attorneys® fees
incurred in connection therewith. Lender shall-have no obligation to take any action in connection with
any actual or threatened condemnation or other proceedrng

7. TRUSTEE.

7.1 General Powers and Duties of Trustee, At any time or from time to time, without
liability therefor and without notice and without affecting- the. liability of any person for the payment of
the indebtedness secured hereby, upon written request of Lender, payment of its own fees and
presentation of this Security Instrument and the Note. for endorsement (in case of full reconveyance, for
cancellation or retention), Trustee may: (a) consent to the making-of any map or plat of the Property,
(b) join in granting any easement or creating any restriction thereon (€)join in any subordination or other
agreement affecting this Security Instrument or the llen or charge thereof or (d) reconvey, without
warranty, all or any part of the Property. - B

7.2 Reconveyance. Upon written request of Ler_rd_er-é’_t_at’iﬁﬁ that all sums secured hereby
have been paid, and upon surrender of this Security Instrument and the‘Note to Trustee for cancellation
and retention and upon payment of its fees, Trustee shall reconvey, W1thout ‘warranty, the Property then
held hereunder. The recitals in any reconveyance executed under th1s Securlty Instrument of any matters

Page 19 of 24

WL

Skagit County Auditor
8/5/2005 Page 19 of 26 3:51PM



Loan No.: 625642421
"'Order No.: 1C35476

= of | fact shall be conclusive proof of the truthfulness thereof. The grantee in such reconveyance may be
:_descl‘lbed. as “the person or persons legally entitled thereto.”

... 1.3 Powers and Duties on Default. Upon written request therefor by Lender specifying
the nature of the Event of Default, or the nature of the several Events of Default, and the amount or
amounts due and owing, Trustee shall execute a written notice of default and of its election to cause the
Property to be sold to satisfy the obligation secured hereby, and shall cause such notice to be recorded and
otherwise glven accordlng to law. Thereafter, Trustee shall execute a written notice of sale, and shall
cause stich notice.to_be recorded and otherwise given as required by law. Notice of sale having been
given as then requlred by law and not less than the time then required by law having elapsed after
recordation of such notice of breach, Trustee, without demand on Borrower, shall sell the Property at the
time and place of sale specified in the notice, as provided by statute, cither as a whole or in separate
parcels and in such ordér as it may determine, at public auction to the highest and best bidder for cash in
lawful money of thé United: States, payable at time of sale. Borrower agrees that such a sale (or a
sherifl’s sale pursuant to Jud1c1al foreclosure) of all the Property as real estate constitutes a commercially
reasonable disposition thereof, but that with respect to all or any part of the Property which may be
personal property Trustee shall have and exercise, at Lender’s sole election, all the rights and remedies of
a secured party under the UCC. _Whenever notice of such a sale is permitted or required hereunder or
under the UCC, ten (10) days-shall be deemed reasonable. Trustce may postpone sale of all or any
portion of the Property, and from timeé fo time thereafter may postpone such sale, as provided by statute.
Trustee shall deliver to the purchaser its deed conveying the Property so sold, but without any covenant or
warranty, express or implied. “The recital in such deed of any matters or facts shall be conclusive proof of
the truthfulness thereof. Any person other than Trustee, including Borrower or Lender, may purchase at
such sale. After deducting all costs; fees and expenses of Trustee and of this trust, including the cost of
evidence of title search and title insurance-and - reasonable counsel fees in connection with sale, Trustee
shall apply the proceeds of sale to payment of all sums secured hereby in such order as Lender may
determine and the remainder, if any, to th*e clerk of the superior court of the county in which the sale took
place, as provided in RCW 61.24.080 or shall otherwme pay or apply such remainder as permitted by
applicable law,

7.4 Reassignment of Secung Interest. At the request of Lender, Trustee shall reassign
to Lender the security interest created hereby and after such reassignment Lender shall have the right,
upon the occurrence or continuance of any Event of Default, to realize upon the personal property subject
to this Security Instrument, independent of any action of ' Tt‘hstéet'--pursuant to the UCC.

7.5 Acceptance of Trust. Trustee accepts thls frust when this Sccurlty Instrument, duly
executed and acknowledged, is made a public recordas prowded by law. Trustee is not obligated to
notify any party hereto except Lender of pending sale under any-other deed of trust or of any action or
proceeding in which Borrower, Lender or Trustee shall be a party unless brought by Trustee.

7.6 Reliance. Trustee, upon presentation to it of an afﬁdawt signed by Lender setting
forth facts showing an Event of Default, is authorized to accept as true and conclusive all facts and
statements therein, and to act thereon hereunder. £

7.7 Replacement of Trustee. Lender may, from time to tlme as provided by statute,
appoint another trustee in place and stead of Trustee herein named, and thereupon Trustee herein named
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o _shall be discharged and the trustec so appointed shall be substituted as Trustee hereunder, with the same

'effect as if orlgmally named Trustee herein.
8 NOTICES.

8 1 Trustee. Any notice or demand upon Trustee may be given or made at the address
set forth above for Trustee.

3. 2 Borrower and Lender. Any notice to or demand upon Borrower (including any
notice of" default or notice of sale) or notice to or demand upon Lender shall be deemed to have been
sufficiently made: for all purposes when deposited in the United States mails, postage prepaid, registered
or certified, retiim receipt requested, addressed to Borrower at its address set forth above or to Lender at
the following address

" -~ Washington Mutual Bank
National Commercial Operations Center
P.O.Box 9178
Coppell, Texas 75019-9178
'Atténtibn' -- --Portfolio Administration

or to such other address as the remplent may have directed by notice in accordance herewith.

8.3 Waiver of Notlce The giving of notice may be waived in writing by the person or
persons entitled to receive such” notlce «gither before or after the time established for the giving of such
notice. 2w

9. MODIFICATIONS, ET'C Ffach ‘person or entity now or hereafter owning any interest in
the Property agrees, by executing this Securlty Instrument or taking the Property subject to it, that Lender
may in its sole discretion and without notice to or consent of any such person or entity: (i) extend the time
for payment of the obligations secured hereby, (u) discharge or release any one or more parties from their
liability for such obligations in whole or in part; (iii} delay any action to collect on such obligations or to
realize on any collateral therefor; (iv) release or fail to perfect any security for such obligations;
(v) consent to one or more transfers of the Property, in whole or in part, on any terms; (vi) waive or
release any of holder’s rights under any of the Loan Documents; (vii) agree to an increase in the amount
of such obligations or to any other modification of such obhgatlons or of the Loan Documents; or
(viii) proceed against such person or entity before, at the same time as, or after it proceeds against any
other person or entity liable for such obligations. co

10. SUCCESSORS AND ASSIGNS. All prov:smns herem contamed shall be binding upon and
inure to the benefit of the respective successors and assigns of the partles

11. GOVERNING LAW; SEVERABILITY. ThlS Securlty Instrument shall be governed by
the law of the state of Washington. In the event that any provnslon or clause.of this Securlty Instrument or
the Note conflicts with applicable law, the conflict shall not “affect other prowsmns of this Security
Instrument or the Note that can be given effect without the conﬂlctmg provision and to this end the
provisions of this Security Instrument and the Note are declared to be severable.
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] 12 BORROWER’S RIGHT TO POSSESSION. Borrower may be and remain in possession
'of the Propcrty for so long as no Event of Default exists and Borrower may, while it is entitled to
'possessmn of the Property, use the same.

" 13.MAXIMUM INTEREST. No provision of this Security Instrument or of the Note shall
requlre ‘the payment or permit the collection of interest in excess of the maximum permitted by law. If
any excess of interest in such respect is herein or in the Note provided for, neither Borrower nor its
successors or -assigns shall be obligated to pay that portion of such interest that is in excess of the
maximum _permitted by law, and the right to demand the payment of any such excess shall be and is
hereby waived and.this Sectlon 13 shall control any provision of this Security Instrument or the Note that
is mconsxstent herew1th

14. ATTORNEYS’ FEES AND LEGAL EXPENSES. In the event of any Default under this
Security Instrument, -or in tle ‘event that any dispute arises relating to the interpretation, enforcement or
performance of any .obligation secured by this Security Instrument, Lender shall be entitled to collect
from Borrower on demand all fees and expenses incurred in connection therewith, including but not
limited to fees of attorneys,.‘accountants, appraisers, environmental inspectors, consultants, expert
witnesses, arbitrators, mediators and court reporters. Without limiting the generality of the foregoing,
Borrower shall pay all such.costs and expenses incurred in connection with: (a) arbitration or other
alternative dispute resolution: proceedmgs trial court actions and appeals; (b) bankruptcy or other
insolvency proceedings of Borrower, any guarantor or other party liable for any of the obligations secured
by this Security Instrument or any party havmg any interest in any security for any of those obligations;
(c) judicial or nonjudicial foreclosure on or appointment of a receiver for, any of the Property; (d) post-
judgment collection proceedings; (e)-ll claims; counterclaims, cross-claims and defenses asserted in any
of the foregoing whether or not ‘they ‘arise’out of or are related to this Security Instrument; (f) all
preparation for any of the foregoing;” and (g) all sett]ement negotiations with respect to any of the
foregoing. . o

15. PREPAYMENT PROVISIQN S.:--"'I_f ‘at any time after an Event of Default and acceleration
of the indebtedness secured hereby there shall be a tender of payment of the amount necessary to satisfy
such indebtedness by or on behalf of Borrower,:its successors or assigns, the same shall be deemed to be a
voluntary prepayment such that the sum reqmred to satisfy such indebtedness in full shall include, to the
extent permitted by law, the additional payment requ1red under the prepayment privilege as stated in the
Note. ¥

[6. TIME IS OF THE ESSENCE. Time is. of the essence under this Security Instrument and in
the performance of every term, covenant and obligation. contamed herem

17. FIXTURE FILING. This Security Instrument const:tutes a financing statement, filed as a
fixture ﬁlmg in the real estate records of the county of the stdte in which the real property described in
Exhibit A is located, with respect to any and all fixtures included within the list of improvements and
fixtures described in Section 1.2 of this Security Instrument and to’ any goeds or other personal property
that are now or hereafter will become a part of the Property as ﬁxtures T
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1 8 MISCELLANEOUS.

: & 18.1  Whenever the context so requires the singular number includes the plural herein,
and the lmpersonal includes the personal.

18 2 The headings to the various sections have been inserted for convenient reference
only and shall not modlfy, define, limit or expand the express provisions of this Security Instrument.

18 3. This Security Instrument, the Note and the other Loan Documents constitute the
final expresslon ofthe entire agreement of the parties with respect to the transactions set forth therein, No
party is relymg upon any oral agreement or other understanding not expressly set forth in the Loan
Documents. - The ‘Loan-Documents may not be amended or modified except by means of a written
document executed by the party sought to be charged with such amendment or modification.

18, 4 No cred1tor of any party to this Security Instrument and no other person or entity
shall be a third party beneﬁmary of this Security Instrument or any other Loan Document. Without
limiting the generality of the preceding sentence, (a)any arrangement (a “Servicing Arrangement™)
between Lender and any servicer of the loan secured hereby for loss sharing or interim advancement of
funds shall constitute a- contractual obligation of such servicer that is independent of the obligation of
Borrower for the payment of the indebtedness secured hereby, (b) Borrower shall not be a third party
beneficiary of any Servicing’ Arrangement, and (c) no payment by a servicer under any Servicing
Arrangement will reduce the® amount of the 1ndebtedness secured hereby.

19. WAIVER OF JURY TRIAL EACH OF BORROWER AND LENDER (FOR ITSELF
AND ITS SUCCESSORS, ASSIGNS AND PARTICIPANTS) WAIVES ITS RIGHT TO A TRIAL
BY JURY OF ANY CLAIM OR CAUSE:OF ACTION BASED UPON, ARISING OUT OF OR
RELATED TO THIS SECURITY INSTRUMENT, THE OTHER LOAN DOCUMENTS OR THE
TRANSACTIONS PROVIDED FOR HEREIN-OR THEREIN, IN ANY LEGAL ACTION OR
PROCEEDING OF ANY TYPE BROUGHT BY ANY PARTY TO ANY OF THE FOREGOING
AGAINST ANY OTHER SUCH PARTY, WHETHER SOUNDING IN CONTRACT, TORT OR
OTHERWISE. ANY SUCH CLAIM OR’ CAUSE OF ACTION SHALL BE TRIED BY A COURT
SITTING WITHOUT A JURY.

[Remainder of thisuﬁ:c.zge integm‘aﬁiqlbf left blank]
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DATED as of the day and year first above written.

" | _ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY. EXTEND
‘" CREDIT, OR_ TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT ARE
_:_NOT ENFORCEABLE UNDER WASHINGTON LAW.

Bosmé_xi"-f_’_r_qpéi;tiés,:-I:.L.C, a Washington limited liability company
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+ STATE OF WASHINGTON
'_COUNTY OF WHATCOM

I certlfy that I know or have satisfactory evidence that Ricky D. Bosman and Denise Bosman the person(s) who
appeared before me, and said person(s) acknowledged that they signed this instrument, on oath stated that
“theyare autherized to execute the instrument and acknowledged it as the Managing Member and Managing
 Member of Bosman Properties, L.L.C. to be the free and voluntary act of such party for the uses and purposes

mermoned in thls instrument.

Susanl.Gale. . . " - c et Ty
Notary Publicin and for the State of Washington ST o s
Residing at Bellmgham -

My appointment explres Septemberﬂ 2006

.
¥
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Thatporhon of the West Half of the Northeast Quarter of the Southwest Quarter of Section 29,
ToWn”shi"p 34---North Range 4 East of the Willamette Meridian, described as follows:

Begmn:ng at the Northeast corner of said subdivision;

Thence West along the North line of said subdivision 152.25 feet, which is the true point of
beginning-of this' description;

Thence South'180.6 feet;

Thence West parallel thh the North line of said Northeast Quarter of the Southwest Quarter,
120 feet; -

Thence North 180.6 feet to the North line of said Northeast Quarter of the Southwest Quarter;
Thence East 120 feet to the true point of beginning,

EXCEPT the North 40 feet thereof for road.

Situated in Skagit County, ,Wash[ngton

--;;:Etg,l__p OF EXHIBIT "A” -

!\ll\thlNIll\lM|lt\lt|t|||\l\|l|lt|tl\tﬁlﬂlt

Skagit County Auditor .
8/5/2005 Page 26 of 26 3: 51PM




