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Recording Requested By And

When Recorded Mail To: -

MetLife Capital Corporation” .
10900 N.E. 4th Street, Suite 500, =
Bellevue, Washington 98004 - -
Loan No: 001-1218-001 - =~ .*

DEED OF TRUST, ASSIGNMENT OF RENTS AND LEASES,
SECURITY AGREEMENT, AND UCC FIXTURE FILING
(Security For Construction Loan)

Grantor (Borrower): MEDALIA, INC., a Washington corporation

Grantee (Lender): METLIFE CAPITAL CORPORATION

Grantee (Trustee); EIRST AMERICAN TITLE COMPANY OF SKAGIT COUNTY

Legal Description (abbreviated):  Portion Lots 3-6, and all Lots 7-10, Block 9;
"Behrens & Moody to Mount Vernon®.

Assessor’s Tax Parcel ID# 3703-009-006-0009 (RSZ232). 3703-009-010-0102 (R52236).

Reference Nos. of Documents Released or Assigned:,

THIS DEED OF TRUST, ASSIGNMENT OF RENTS AND LEASES, AND SECURITY
AGREEMENT (herein "Deed of Trust") is made and granted this _8th__ day of June, 1998, by
Grantor, MEDALIA, INC., a Washington corporation ('{Bbrrowcg?‘ . whose mailj afﬂfff ésc
200 West Mercer Street, Suite 101, Seattle, Washington f:-sa___l19,{.;:o_.EER§EA&EmT

("Trustee"), whose mailing address is P.0. Box 1667, Mount Vernon, Washington,

98273 for the benefit of the Beneficiary, METLIFE CAPITAL CORPORATION whosc mailing
address is 10900 NE 4th Street, Suite 500, Bellevue, Washington 98804, Attention: Franchise
Finance Department ("Lender"). For purpose of Article 9 of the Uniform Commercial Code
(RCW 62A.9), the Borrower is the Debtor, Lender is the Secured Party and this Deed of Trust
constitutes a Financing Statement. S

In consideration of the Loan described below, Borrower hereby irrevocably GRANTS,
TRANSFERS, CONVEYS and ASSIGNS to Trustee, IN TRUST, WITH POWER OF SALE, all
of its present and future estate, rights, title, claim, interest and demand, either in law or in equity,
of, in and to the following property: I

a. the real property located in Skagit County, Washington, and descnbed onExhnm;_A
attached hereto and incorporated herein, including all heretofore or hereafter vacated alleys.
and streets abutting the property, and all easements, rights, appurtenances, tenements,”.

hereditaments, rents, royalties, mineral, oil and gas rights and profits, water, wate  rights, )

and water stock appurtenant to the property (collectively "Premises”);

b. all buildings, structures, improvements, parking areas, landscaping, equipment, ﬁxmres. \.

and articles of property now or hereafter erected on, attached to, or used or adapted for -~ -
use in the operation of the Premises (all of the foregoing together with replacements and

additions thereto are referred to herein as "Improvements”);
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are herein referred to as the "Property."

all the right, title-and interest of Borrower in, to and under all written and oral leases and
rental agreements (mcludtng extensions, renewals and subleases; all of the foregoing shall
be referred to collecuvely herein as the "Leases") now or hereafter affecting the Premises
and all rents, issues, proﬁts and other revenues and income therefrom, and all guaranties
of tenants' performance under the Leases;

all plans, spoetﬁcauons warranttes _guaranties, bonds, contracts and agreements relating
to the design or constructton of the Improvements; all landscaping and construction
materials, supplies and equipment. used or to be used or consumed in connection with the
construction of the Improvements whether stored on the Premises or at some other
location; &4

all contracts, rights, claims or causes of action penaining to or affecting the Premises or
the Improvements, including, without limitation, all permits, licenses, franchises and
certificates, and all compensation, awards, damages and proceeds payable as a result of
any taking of the Premises or Improvements (of any sale in lieu thereof) or as a result of
any damage to the Premises or the Improvements

all books, records, surveys, reports and other documents related to the Premises, the
Improvements, the Leases, or other items of coltateral descrrbed herein;

all additions, accessions, replacements, substrtuttons procwds and products of the real and
personal property, tangible and intangible, descrrbed heretn

all of Borrower's rights and interests under the contract between Borrower and Tausher
Building Design ("Architect") as the same may be amended from time to time (the
"Architect Contract"), together with all plans, specifications, drawmgs and other materials
prepared or provided by Architect in connection with the constructton of the Improvements
(the "Plans"); and Ea

all of Borrower's rights and interest under those certain Construetron Contraets between
Borrower and ASI Axthelm & Swett Construction and Pacific Envrronmental Services
Company relating to the construction of the Improvements, as the same may he amended
from time to trme (the "Constructron Contracts"). Sy ;

The Premises, the Improvements, the Leases and all of the rest of the foregorng property:_z}

TO SECURE TO METLIFE (a) the repayment of the indebtedness evrdenced by "

Borrower's note dated of even date herewith in the principal sum of up to ONE MILLION TWO
HUNDRED FIFTY-SEVEN THOUSAND FIVE HUNDRED AND NO/100 DOLLARS

($1,257,500.00), with interest thereon as set forth in the note, and all renewals, extensions and

modifications thereof (herein the "Note™), and with a final maturity date of August 1, 2013; .~
(b) the repayment of any future advances, with interest thereon, made by METLIFE to Borrower. -
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pursuant to Section 24 hereof (herein "Future Advances"); (c) the payment of all other sums, with
interest thereon, advanced in.accordance herewith to protect the security of this Instrument or to
fulfill any of Borrow.e"r",,s ‘nbligations hereunder or under any of the Loan Documents; (d) the
performance of the coveriants and: agreements of Borrower contained herein or in the Loan
Documents (as hereinafter deﬁned) ‘or () the repayment of all sums now or hereafter owing to
METLIFE by Borrower pursuant to any instrument which recites that it is secured bereby. The
indebtedness and obligations described in clauses (a)-(¢) above are coliectively referred to herein
as the "Indebtedness.” The Note; this Instrument, the Borrower's Certificate dated of even date
herewith, the Loan Agreement dated of evén date herewith and all other documents evidencing,
securing or guarantying the Indebtedness (except the Certificate and Indemnity Agreement
Regarding Hazardous Substances dated of even date herewith), as the same may be modified or
amended from time to time, are referred to herein as the "Loan Documents." A true, correct and
complete copy of the Note is attached herete as'Exhibit B and incorporated herein by reference.

The terms of the Note secured hereby. may ‘provide that the interest rate or payment terms or
balance due may be indexed, adjusted, renewed, or renegotiated from time to time, and this
Instrument shall continue to secure the Note notw:tnstandmg any such indexing, adjustment,

renewal or renegotiation. A

Borrower represents and warrants that Borrower has good marketable and insurable title
to, and has the right to grant, convey and assign an mdeteasxble fee simple estate in, the Premises,
Improvements, and Leases, (or, if this Instrument is on a“leasehold, good, marketable and
insurable title to, and the right to convey the leasehold estate and that the ground lease is in full
force and effect withoui modification except as noted above and without default on the part of
either lessor or lessee thereunder), and the right to convey the other Property, that the Property
is unencumbered except for the matters set forth on E&hlbn_C attached hereto, and that Borrower
will warrant and forever defend unto Trustee the title to the Property agamst all claims and
demands, subject only to the permitted exceptions set forth in Exhlb.lLC attached hereto.

Borrower represents and warrants to METLIFE that (a) the Supply and Purchase
Agreementdated ________, 1998, by and between Borrower and Northwest Fuel Co., Inc.
(the "Franchise Agreement") with respect to the Property is in full force and-effect; (b) the
Architect Contract is in full force and effect and has not been modified or amended and (c) the
Construction Contracts are in full force and effect and have not been modlﬁed or amended

Borrower represents, warrants, covenants and agrees for the benefit o_;- TLIFE as
follows: e

1.  PAYMENT OF PRINCIPAL AND INTEREST. Borrower shall promptly pay when due?--:_:_,
the principal of and interest on the Indebtedness, any prepayment and other eharges

provided in the Loan Documents and all other sums secured by this Instrument

2.  FUNDS FOR TAXES, INSURANCE AND OTHER CHARGES. Upon the occurreme ¢
of an Event of Default (hereinafter defined), METLIFE shall thereafter have the right to -
require Borrower to pay on or before the first day of each month, in addition to each:’

monthly payment on the Note, one-twelfth of the annual real estate taxes, insura
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premiums, assessments, water and sewer charges, ground rents and other charges (such
taxes, premiums, rents and other charges are collectively, the "Impositions™) payable with
respect to the Property (as estimated by METLIFE in its sole discretion), to be held by
METLIFE, without interest to Borrower, for the payment of the Impositions. If at any
time the amount of the Impositions held by METLIFE shall be less than the amount
deemed necessary by METLIFE to pay the Impositions as they become due, Borrower
shall pay to METLIFE any amount necessary to pay the deficiency in full within thirty
(30) days after Borrower's receipt of a written request for payment of such deficiency from

APPLICATION OF PAYMENTS. Unless applicable law provides otherwise, each
complete installment payment received by METLIFE from Borrower under the Note or
this Instrument shall be applied by METLIFE first in payment of any amounts payable to
METLIFE by Borrower under Section 2 hereof, then to late charges, post-maturity interest
and any prepayment premium due, then to interest payable on the Note, then to principal
of the Note, and then to interest and principal on any Future Advances in such order as
METLIFE, at METLIFE's sole discretion, shall determine. After the occurrence of an
Event of Default, METLIFE may apply any payments received by METLIFE and all or
any portion of the Impositions held by METLIFE to the payment of such amounts and in
such order as METLIFE may determine in METLIFE'S sole discretion. Any partial
payment received by METLIFE on the Note shall, at-METLIFE's option, be held in a
non-interest bearing account until METLIFE receives funds sufficient to equal a complete
installment payment.

CHARGES, LIENS.

Borrower shall pay the Impositions attributable to the Property in the manner provided
under Section 2 hereof or, if not paid pursuant to Section 2 of this Instrument, by
Borrower making payment, when due, directly to the payee of each of the Impositions, or
in such other manner as METLIFE may designate in writing. 1f requested by METLIFE,
Borrower shall promptly furnish to METLIFE all bills for the Impositions which become
due, and in the event Borrower shall make direct payment of any of the Impositions,
Borrower shall promptly furnish to METLIFE receipts evidencing each such payment.

Borrower shall promptly discharge any lien which has, or may have, priority. over or
equality with, the lien of this Instrument, and Borrower shall pay, when due, the claims
of all persons supplying labor or materials to or in connection with the Property. Without
METLIFE's prior written consent, Borrower shall not allow any lien to be perfected.
against the Property. If any lien inferior to this Instrument is filed against the Property.

without METLIFE's prior written consent and without the consent of Borrower, Borrower

shall, within thirty (30) days after receiving notice of the filing of such llen,elmcl-
(i) cause such lien to be released of record and deliver evidence of such release to - -

METLIFE or (ii) if Borrower elects to contest the validity of such lien, deliver to

METLIFE such additional security as METLIFE shall deem appropriate to protect .~ .
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METLIF]:-‘; and lh“"PrO[mft}’ from any adverse consequences arising from Borrower's
election to contest such lien.

s [NSURANCE. Borrower shall obiain and maintain the following (ypes of insurance upon
and relating to the Property:

a.  "All Risk" property and fire msumnce (with extended coverage endorsement including
malicious mischief and*vaﬁ@al"igs,m’) in an amount not less than the full replacement value
of the Property (with a deductible not to exceed $5,000 and with co-insurance limited to

o maximum of 10% of the amount of the policy), naming METLIFE under a lender's loss
payee endorsement (form 438BFU or'(e‘quivalent) and including agreed amount, inflation
guard, replacement cost and waiver of subrogation endorsements;

b.  "Builder's Risk" insurance provxdmgall risk coverage on the Improvements, including
materials stored at the Premises, and containing such endorsements as may be required by

c. Comprehensive general liability insd}ancc manamount not less than $2,000,000.00

insuring against personal injury, death and property damage and naming METLIFE as
additional insured; i

4 Business interruption insurance covering loss-of rental or other income (including all
expenses payable by tenants) for up to six (6) months; and

e. Such other types of insurance of endorsements 10 exlstmgmsurance as may reasonably be
required from time t0 time by METLIFE.

Upon each reasonable request of METLIFE, Borrower shall increase the coverages under
any of the insurance policies required to be maintained hereunder or otherwise modify such
policies in accordance with METLIEE's request. All of the nsurance policies required hereunder
<hall be issued by corporate insurers licensed to do business in the state in which the Property is
located and rated A:X or beter by A.M. Best Company, and shall be in form acceptable to
METLIFE. If and to the extent that the Property is located within an area that has been of is

hereafter designated or ideniified as an area having special flood hazar&s;hy;-ﬁi’quparuncnt of

Housing and Urban Development or such other official as shall from time to__*_,tim;{_bq:authorized
by federal or state law to make such designation pursuant to any national of state program of flood
insurance, Borrower shall carry flood insurance with respect to the Property in amounts not less
than the maximum limit of coverage then available with respect to the Property of the amount of
the Indebtedness, whichever is less. Certificates of all insurance required o bemamtamed
hereunder shall be delivered to METLIFE, along with evidence of payment in full of all premjums.
ired thereunder, contemporaneously with Borrower's execution of this Instrument. . All such

certificates shall be in form acceptable to METLIFE and shall require the insurance company t0-

give to METLIFE at least thirty (30) days prior written notice before canceling the policy for any
reason or materially amending it. Certificates evidencing all renewal and substitute policies of -

insurance shall be delivered to METLIFE, along with cvidence of the payment in full of all
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premiums required thereunder, at least thirty (30) days before termination of the policies being
renewed or substituted. If any Loss shall occur at any time when Borrower shall be in default
hereunder, METLIFE shall be entitled to the benefit of all insurance policies held or maintained
by Borrower, to the same extent as if same had been made payable to METLIFE, and upon
foreclosure hereunder, METLIFE shall become the owner thereof. METLIFE shall have the
right, but not the obligation, to make premium payments, at Borrower's expense, to prevent any
cancellation, endorsement; alteration or reissuance of any policy of insurance maintained by
Borrower, and such payments shall be accepted by the insurer to prevent same.

If any act or occurrence of any kind or nature (including any casualty for which insurance
was not obtained or obtainable) shall result in damage to or destruction of the Property (such event
being called a "Loss"), Borrower will give prompt written notice thereof to METLIFE. All
insurance proceeds paid or payable in connection with any Loss shall be paid to METLIFE. If
(i) no Event of Default has occurred and is continuing hereunder, (ii) Borrower provides evidence
satisfactory to METLIFE of its ability to pay all amounts becoming due under the Note during the
pendency of any restoration or repairs to -or replacement of the Property, (iii) the available
insurance proceeds are, in METLIFE's judgment, sufficient to fully and completely restore, repair
or replace the Property and (iv) Borrower provides evidence satisfactory to METLIFE that the
Franchise Agreement will not be terminated as a result of either the Loss or the repairs to or
replacement of the Property, Borrower shall have the right to apply all insurance procecds
received in connection with such Loss to restore, repair, replace and rebuild the Property as nearly
as possible to its value, condition and character immediately prior to such Loss. If an Event of
Default has occurred and is continuing hereunder at the time of Loss, if METLIFE determines that
Borrower will be unable to pay all amounts becoming due under the Note during the pendency of
any restoration or repairs to or replacement of the Property. if the available insurance proceeds
are insufficient, in METLIFE's judgment, to fully and completely restore, repair or replace the
Property or if METLIFE believes that the Franchise Agreement will be terminated as a result of
either the Loss or the repairs to or replacement of the Property, then ali of the insurance proceeds
payable with respect to such Loss will be applied to the payment-of the Indebtedness, or if so
instructed by METLIFE, Borrower will promptly, at Borrower's sole_ cost and expense and
regardless of whether sufficient insurance proceeds shall be available, commence to restore,
repair, replace and rebuild the Property as nearly as possible to its value, condition, character
immediately prior to such Loss. Borrower shall diligently prosecute any restoration, repairs or
replacement of the Property undertaken by or on behalf of Borrower pursuant to this Section 5.
All such work shall be conducted pursuant to written contracts approved by METLIFE in writing.
Notwithstanding anything contained herein to the contrary, in the event the insurance-proceeds
received by METLIFE following any Loss are insufficient in METLIFE's judgment to fully and
completely restore, repair or replace the Property, and if Borrower has complied with all of the
other conditions described in this Section 5, Borrower may elect to restore, repair or replace the.
Property if it first deposits with METLIFE such additional sums as METLIFE determines are

. necessary in order to fully and completely restore, repair or replace the Property. Inthe event - -

any insurance proceeds remain following any restoration, repair or replacement of the Property, - ﬁ.f.
such proceeds shall be applied to the Indebtedness in such order as METLIFE may clect
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' N . Borrower (a) shall not
commit waste or permrt unparrment or deterioration of the Property, (b} shall not abandon
the Property, (c) shall-restore or repair promptly and in a good and workmanlike manner
all or any part of the Property to the equivalent of its original condition, or such other
condition as METLIFE may approve in writing, in the event of any damage, injury or loss
thereto, whether or not insurance proceeds are available to cover in whole or in part the
costs of such restoration or-repair, (d) shall keep the Property, including all improvements,
fixtures, equipment, machmery and appliances thereon, in good repair and shall replace
fixtures, equipment, maohmery 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 govemmental body applicable to the Property (including, without
limitation, all applicable zoning laws and ordinances), 4f) if all or part of the Property is
for rent or lease, then METLIFE, at its option after the occurrence of an Event of Default,
may require Borrower (o provrde for professional management of the Property by a
property manager satisfactory to METLIFE pursuant to a contract approved by METLIFE
in writing, (g) shall comply with the terms of any restrictive covenants or other simailar
documents applicable to the Property, and (h) shall.give notice in writing to METLIFE of
and, unless otherwise directed in writing by METLIFE appear in and defend any action
or proceeding purporting to affect the Property. the seeunty of this Instrument or the rights
or powers of METLIFE hereunder. Neither Borrower nor any tenant or other person,
without the written approval of METLIFE, shall remove, demolish or alter any
improvement now existing or hereafier erected on the Property or any fixture, equipment,
machinery or appliance in or on the Property except when incident to the replacement of
fixtures, equipment, machinery and appliances wrth rtems of lrke kind.

USE OF PROPERTY. Borrower shall not, wrthout METLIFE's pnor written consent,
(i) initiate or consent to a change in the zoning classification of the Property. (i) file any
subdivision or parcel map affecting the Property, (iii) amend modify or consent to any
easement or covenants, conditions and restrictions pertaining to the Property, or
(iv) change the use of the Property from its use as of the date of this _Instrument

ADVANCES TO PROTECT METLIFE'S SECURITY.

If Borrower fails to perform any of the covenants and agreements comatnod in this
Instrument, or if any action or proceeding is commenced which affects the Property ortitle
thereto or the interest of METLIFE therein, including, but not limited to, emrnent domam,
insolvency, code enforcement, or proceedings involving a bankrupt or decedent; then
METLIFE at METLIFE's option may make such appearances, disburse such sums and -,
take such action as METLIFE deems necessary, in its sole discretion, to- protect
METLIFE's interest, including, but not limited to, (i) disbursement of attorneys' fees, =
(ii) entry upon the Property to make repairs, and iii) procurement of satisfactory msurance'
as provided in Section § hereof;

Borrower shall pay all costs and expenses advanced or incurred by METLIFE ir enforcmg'

its rights and taking any actions from time to time permitted by the terms of the Loan - %
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10.

Documents mcludmg, without limitation, reasonable attorneys' fees and expenses,
accountants’ fees and mspecuon and engineering fees.

Any amounts' advamed or. mcurred by METLIFE pursuant to this Sectiop 8, with interest
thereon, shall constitute advances to protect the Property, shall become additional
indebtedness of Borrower secured by this Instrument and shall have the same priority as
this Instrument. All'such amounts shall be due and payable upon demand and shall bear
interest from the date ME’I‘LIFE notifies Borrower of the disbursement at the post-maturity
rate of interest stated in the Note:. Nothing contained in this Section 8 shall require
METLIFE to incur any expense or take any action hereunder.

INSPECTION. METLIFE and |ts agents ‘contractors and employees may make or cause
to be made reasonable entries upon thc Property to inspect the interior and exterior thereof.

FINANCIAL DATA.

Borrower will furnish to METLIFE, and will cause-each guarantor of the Indebtedness to
furnish to METLIFE on request, within ninety {90) days after the close of each calendar
year, (i) annual balance sheet and profit and loss statements for the immediately preceding
calendar year, prepared in accordance with gencrally accepted accounting principles and
practices consistently applied and, if METLIFE so requires, accompanied by the annual
audit report of any independent certified public’ accountant reasonably acceptable to
METLIFE, (ii) an annual operating statement for the unmedxately preceding calendar year,
together with a complete rent roll and other snpporung «data reflecting all material
information with respect to the operation of the Property and- Improvements during the
period covered thereby, and (iii) all other financial information and. reports that METLIFE
may from time to time reasonably request, including, if MEI'LIFE SO requires, income tax
returns of Borrower and any guarantor of the Indebtedness, and ﬁnanctal statements of any
tenant of the Property designated by METLIFE. RO

So long as the Indebtedness remains outstanding, Borrower's "Cash Flow must equal or
exceed 120% of the aggregate debt service (i.e., principal and mterest) and capital lease
payments paid by Borrower with respect to each calendar year. “The term "Cash Flow"

shall mean, with respect to each calendar year, the sum of Borrower s-net operating
income, plus interest expenses, plus Borrower's depreciation expenses’ and Borrower's
amortization expenses for such year, plus or minus Borrower's other non-cash adjustments
to net income, if any, less the amount of any increases in loans receivable of any-officer,

director, stockholder or partner of Borrower, less the amount of salaries, draws, dwldends;___
or distributions paid by Borrower to its officers, directors, stockholders or par:::ers or not
otherwise expensed on Borrower's income statement in such year. PR

Except for trade payables incurred in the normal course of business, Borrower covenants i
and agrees that it shall not incur any additional indebtedness for a period of twelve (12)
months afier the date of this Instrument.
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11.

12,

ONDEMNATION. If the Property, or any part thereof, shall be condemned for any
reason or otherwise taken for public or quasi-public use under the power of eminent
domain, or be transferred in lieu thereof, all damages or other amounts awarded for the
taking of, or injury to, the Property shall be paid to METLIFE who shali have the right,
i its sole and absolute discretion, to apply the amounts so received against (a) the costs
and expenses of METLIFE, including reasonable attorneys' fees incurred in connection
with collection of such amounts, and (b) the balance against the Indebtedness; provided,
however, that if (i) no Event of Default shall have occurred and be continuing hereunder,
(ii) Borrower provides evidence satisfactory to METLIFE of its ability to pay all amounts
becoming due under the Note during the pendency of any restoration or repairs to or
replacement of the Property, (iii) METLIFE determines, in its sole discretion, that the
proceeds of such award are sufficient to restore, repair, replace and rebuild the Property
as nearly as possible to its value, condition and character immediately prior to such taking
(or, if the proceeds of such award are insufficient for such purpose, if Borrower provides
additional sums to METLIFE's satisfaction so that the aggregate of sucn sums and the
proceeds of such award will be sufﬁg_fignt for such purpose), and (iv) Borrower provides
evidence satisfactory to METLIFE that the Franchise Agreement will not be terminated
as a result of either the condemnation or taking or. the repairs to or replacement of the
Property, the proceeds of such award, .together with additional sums provided by
Borrower, shall be placed in a separate account for the benefit of METLIFE and Borrower
to be used to restore, repair, replace and rebuild the ‘Property as nearly as possible to its
value, condition and chatacter immediately prior to such taking. All work to be performed
in connection therewith shall be pursuant to a written contract therefor, which contract
shall be subject to the prior approval of METLIFE. To the extent that any funds remain
after the Property has been so restored and repaired; the same shall be applied against the
Indebtedness in such order as METLIFE may elect. «To enforce its rights hereunder,
METLIFE shall be entitled to participate in and control any condemnation proceedings and
to be represented therein by counsel of its own choice, and Borrower: will deliver, or cause
0 be delivered to METLIFE such instruments as may be requested by it from time to time
to permit such participation. In the event METLIFE, as a result of any such judgment,
decree or award, reasonably believes that the payment or performance of any of the
Indebtedness is impaired, METLIFE may declare all of the Indebtedness immediately due
and payable.

. From time to time, METLIFE may, at
METLIFE's option, without- giving notice to or obtaining the consent of Borrower,
Borrower's successors or assigns or of any junior lienholder or guarantors, ‘without liability
on METLIFE's part and notwithstanding Borrower's breach of any covenant or agreement
of Borrower in this Instrument, extend the time for payment of the Indebtedness or any -
part thercof, reduce the payments thereon, release anyone liable on any of the

Indebtedness, accept an extension or modification or renewal note or notes' therefor, ..
modify the terms and time of payment of the Indebtedness, release from the lien of this'
Instrument any part of the Property, take or release 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 "
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13.

14,

writing with Borrower to modify the rate of interest or period of amortization of the Note
or decrease the amount of the monthly installments payable thereunder. Any actions taken
by METLIFE pursuant to the terms of this Section 12 shall not affect the obligation of
Borrower or Borrower 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, partnershxp or other entity for payment of the Indebtedness,
and shall not affect thc llen or pnonty of the lien hereof on the Property.

- . This Instrument is
intended to be a secunty agreement pursuant to the Umform Commercial Code in effect
in the state in which the Property is located for any of the items specified above as part of
the Property which, under apphcable law, may be subject to a security interest pursuant
to the Uniform Commercial Code; and Borrower hereby grants and conveys to METLIFE
a first and prior security interest in all of the Property that constitutes personalty, whether
now owned or hereafter acquired. ‘The respective addresses of Borrower and of METLIFE
are as provided on page 1 of this Instrument. Borrower agrees that METLIFE 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 specxt' ed 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. In addition, Borrower agrees to
execute and deliver to METLIFE, upon METLIFE‘S request, any financing statements,
as well as extensions, renewals and amendments thereof, and reproductions of this
Instrument in such form as METLIFE may require to perfect a security interest with
respect to the foregoing items. Borrower shall pay all costs of filing such financing
statements and any extensions, renewals, amendments and releases thereof, and shall pay
all costs and expenses of any record searches for financing statements METLIFE may
require. Without the prior written consent of METLIFE, Borrower shall not create or
suffer to be created pursuan: to the Uniform Commercial Code any other. security interest
in said items, including replacements and additions thereto. “Upon the occurrence of an
Event of Default, METLIFE shall have the remedies of a secured party under the Uniform
Commercial Code, and METLIFE may also invoke the remedies provided in Section 21
of this Instrument. In exercising any of said remedies METLIFE i may proceed against the
items of real property and any items of personal property specified above separately or
together and in any order whatsoever, without in any way affecting the availability of
METLIFE's remedies under the Uniform Commercial Code or of the rcmedles prov:ded
in Section 21 of this Instrument. R

LEASES OF THE PROPERTY. Borrower shall comply with and obscrve all ot‘

Borrower's obligations as landlord under all of the Leases. Borrower shall not enter m!o

any lease agreement covering any portion of the Property without METLIFE's prior

written approval of the lease agreement and the proposed tenant, which approvals may be

granted or withheld in METLIFE's sole discretion. In addition, Borrower shall not amend”
or modify any of the Leases without METLIFE's prior written approval, which approval -

may be granted or withheld in METLIFE's sole discretion. Borrower shall enforce the
obligations of the tenants under the Leases and shall not waive any of the terms of the
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16.

Leases wrthout METUFE s prior written approval. All of the Leases shall be subordinate
to this Instrument unless METLIFE elects, pursuant to a written notice filed in the same
public records as thxs Instrument, tc subordinate this Instrument to any of the Leases
specifically named in such niotice. Borrower shall not, without METLIFE's prior written
consent, request or consent to the subordination of any of the Leases to any lien
subordinate to this Instmment Borrower shall give METLIFE immediate written notice
of the occurrence or alleged occurrence of any default under any of the Leases, whether
by Borrower or the tenant. _'__Upon METLIFE's receipt of notice of the occurrence of any
default or violation by Borrower of any of its obligations under any of the Leases,
METLIFE shall have the immediate right, but not the duty or obligation, without prior
written notice to Borrower or to any third party, to enter upon the Property and to take
such actions as METLIFE may deem' necessary to cure the default or violation by
Borrower under the Leases. METLIFE shall have no liability to Borrower or to any third
party for any actions taken by METLIFE or not taken pursuant to this Section 14.

ASS_UMEHQH METLIFE may, at its 0pt10n, declare all sums secured by thrs
Instrument to be immediately due and payable, and METLIFE may invoke any remedies
permitted by Section 21 of this Instrument, if title to the Property is changed without the
prior written consent of METLIFE, whrch consent shall be granted or withheld in
METLIFE's sole discretion. Any transfer of any mterest in.the Property or in the income
therefrom, by sale, lease (except for leases which are apps oved by METLIFE pursuant to
Section 14 of this Instrument), contract, mortgage, deed of trust, further encumbrance or
otherwise (including any liens as security interests. granted to secure additional
indebtedness), and any change in the ownership- mterests in'Borrower (including any
change in the ownership interests of any legal ent'ues ‘which’ comprise or control
Borrower), except transfers and changes in ownership by devise or descent, shall be
considered a change of title. METLIFE shall have the right 10 condmon its consent to any
proposed sale or transfer described in this Section 15 upon, among other things,
METLIFE's approval of the transferee's creditworthiness and management ability, and the
transferee's execution, prior to the sale or transfer, of a written-assumption agreement
containing such terms as METLIFE may require, including, if requrregl by METLIFE, the
imposition of an assumption fee of one percent (1%) of the then outstanding balance of the
Indebtedness. Consent by METLIFE to one transfer of the Pmperty shall not constitute
consent to subsequent transfers or waiver of the provisions of this Section‘15. ‘No transfer
by Borrower shall relieve Borrower of liability for payment of the Indebtednes

NOTICE. Except for any notice required under applicable law to be grven m another_;___
manner, any and all notices, elections, demands, or requests permitted or required to be.
made under this Instrument or under the Note shall be in writing, signed by. the party "

giving such notice, election, demand or request, and shall be delivered persomny, by

telegram, or sent by regxstered or certified United States mail, postage prepaid,-or by~ 3
Federal Express or similar service for overnight, priority delivery, to the other party at the 3
address stated above, or to such other party and at such other address within the United

States of America as any party may designate in writing as provided herein. The date of
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18.

receipt of such not:ce clecnon demand or request shall be the eatliest of (i) the date of
actual receipt, (u) three (3) days after the date of mailing by registered or certified mail,
(iit) one (1) day after the date of delivery (for redelivery) to Federal Express or another
similar service: for overmght priority delivery or (iv) the date of personal delivery (or
refusal upon presentatlon for delwery)

AGENIS.._CAEIIQNS Thc covenants and agreements hereln contamed shall bmd and
the rights hereunder shall inure to, the respective heirs, successors and assigns of
METLIFE and Borrower, subject to the provisions of Section 15 hereof. If Borrower is
comprised of more than one person or entity, whether as individuals, partners, partnerships
or corporations, each such person or entity shall be jointly and severally liable for
Borrower's obligations hereunder. In exercising any rights hereunder or taking any actions
provided for herein, METLIFE ‘may act through its employees, agents or independent
contractors as authorized by METLIFE. The captions and headings of the sections of this
Instrument are for convenience only and are not to be used to interpret or define the
provisions hereof. S

HAZARDOQUS WASTE. Borrower has ﬂnmslwd to METLIFE a Report of Ground Water
Sampling and Analysis dated February 26, 1997, prepared by W. D. Purnell and
Associates, Inc., Report of Soil Excavation. and Treatmant dated December 18, 1997
prepared by BEK Purnell Engineering, Inc., and an Environmental Questionnaire dated
May 18, 1998 (collectively, the "Report”). E.xcept as dlsclosed to METLIFE in the
Report, Borrower has received no notification of any kind suggesting that the Property,
or any adjacent property, is or may be contaminated with any hazardous waste or materials
or is or may be required to be cleaned up in accordance’ wnh any applicable law or
regulation. Borrower represents and warrants that, except as previously disclosed to
METLIFE in the Report, there are no hazardous waste or materials located in, on or under
the Property or, to Borrower's knowledge, any adjacent property or. mcorporated in any
Improvements, nor has the Property or, to Borrower's knowledge, .any adjacent property,
ever been used as a landfill or a waste disposal site, or a manufacturing, handling, storage,
distribution or disposal facility for hazardous waste or materials. As used herem, the term
"hazardous waste or materials” includes any substance or material dcfined in or desrgnated
as hazardous or toxic wastes, hazardous or toxic material, a hazardous, tox:c or ‘radioactive
substance, or other similar term, by any federal, state or local statute, regulanon or
ordinance now or hereafter in effect. Borrower shall comply with all statutes, Tegulations
and ordinances, and with all orders, decrees or judgments of governmental authonues or

courts having jurisdiction, relating to the use, collection, treatment, dlsposal storage, .
control, removal or cleanup of hazardous waste or materials in, on or under the- Property
or any adjacent property (to the extent, with respect to any adjacent property, Borrower
or the Property is liable or responsible for the hazardous waste or materials in, on orunder -~ -
such adjacent property), or incorporated in any Improvements, at Borrower’s sole costand - -
expense. In the event that METLIFE at any time has a reasonable belief that the ProPeny"‘
is not free of all hazardous waste or materials or that Borrower has violated any applicable - .~
environmental law with respect to the Property, then immediately, upon request by =
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METLIFE, Borrower. shall obtain and furnish to METLIFE, at Borrower's sole cost and
expense, an environmental audit and inspection of the Property from an expert satisfactory
to METLIFE.. In the event that Borrower fails to deliver a report prepared by such expert
and based upon such audit or inspection within thirty (30) days after any request therefor
by METLIFE, METLIFE or its agents may perform or obtain such audit or inspection at
Borrower's sole cost and expense, METLIFE may, but is not obligated to, enter upon the
Property and take such actions and incur such costs and expenses to effect compliance with
applicable environmental laws as it deems advisable; and Borrower shall reimburse
METLIFE on demand for the full amount of all costs and expenses incurred by METLIFE
pursuant to this Section 18.-Neither this provision nor any of the other Loan Documents
shall operate to put METLIFE in the position of an owner of the Property prior to any
acquisition of the Property by METLIFE.. The rights granted to METLIFE herein and in
the other Loan Documents are granted solely for the protection of METLIFE's lien and
security interest covering the Property, and do not grant to METLIFE the right to control
Borrower's actions, decisions or policies regarding hazardous waste or materials.

- [S.". Borrower, for good and valuable
consideration, the receipt of which is hereby acknowledged, to secure the Indebtedness,
does hereby absolutely and unconditionally grant, bargain, sell, transfer, assign, convey,
set over and deliver unto METLIFE all right, title-and interest of Borrower in, to and
under the Leases, whether now in existence ot hereafter entered into, and all guaranties,
amendments, extensions and renewals of the Leases and any of them, and all rents, income
and profits which may now or hereafter be or become due or owing under the Leases, and
any of them, or on account of the use of the Property. _This assignment is absolute, is
effective immediately, and is irrevocable by Borrower so long as the Indebtedness remains
outstanding. Notwithstanding the foregoing, until a Notice (as.defined below) is sent to
Borrower, Borrower may receive, collect and enjoy the rents, income and profits accruing
from the Property. After the occurrence of an Event of Default, METLIFE may, at its
option, after delivery of a written notice to Borrower of the exercise of its rights under this
Section 19 (a "Notice"), receive and collect all rents, income and profits from the Property
as they become due. Borrower hereby acknowledges that from and after the date a Notice
is given to Borrower, METLIFE shall have the exclusive right to demand, collect, receive
and give complete acquittances for any and all rents, income and profits-accruing from the
Property. All tenants of the Property are hereby expressly authorized and directed,
following receipt of a Notice from METLIFE, to pay any and all amounts due Borrower
pursuant to the Leases to METLIFE or such nominee as METLIFE may designate in a
writing delivered to and received by such tenants, and the tenants of the Property are
expressly relieved of any and all duty, liability or obligation to Borrower in respect of all
payments so made to METLIFE or its nominee. After delivery to Borrower of a Notice,
METLIFE is hereby vested with full power to use all measures, legal and equitable;

deemed by it to be necessary or proper to enforce its rights under this Section 19 and to- .

collect the rents, income and profits assigned hereunder. METLIFE shall be under no- ;
obligation to exercise or prosecute any of the rights or claims assigned to it hereunder-ot

to perform or carry out any of the obligations of the landlord under any of the Leases and - .
METLIFE does not assume any of the liabilities or obligations of the landlord under the
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Leases It is further understood that the assignment set forth in this Section 19 shall not
operate to place responsnblhty for the control, care, management or repair of the Property,
or any part thereof; upon METLIFE, nor shall it operate to make METLIFE liable for the
performance of any of the terms and conditions of any of the Leases, or for any waste of
the Property, or for any dangerous or defective condition of the Property or for any
ncghgencc in the management, upkeep, repair or control of the Property resulting in loss
or injury or death to any lessee. licensee, employee or stranger.

DEFAULT. The fol!owmg shall cach constltutc an event of default ("Event of Default"):

Failure of or refusal by Borrower to pay any portion of the sums secured by this
Instrument when due, and such falluro or refusal shall continue for a period of ten (10)
days after written notice is gwen to Borrower by METLIFE specifying such failure; or

Failure of Borrower within the ume rcqulred by this Instrument to make any payment of
the Impositions, whether such payment is due to ME’I‘LIFE or to the payee thereof; or

Failure by Borrower to observe or perform any ot' 1ts oblrgauons under any of the Leases;
or .

If Borrower violates Section 15 of this Instrurnent or

The filing by Borrower of a voluntary petition in bankruptcy or filing by Borrower of any
petition or answer seeking or acquiescing in any reorganization, arrangement, composition,
readjustment, liquidation, or similar relief for itself under any present or future federal,
state or other statute, law or regulation relating to bankruptcy, insolvency or other relief
for debtors, or the seeking, consenting to, or acquiescing by: Borrower in the appointment
of any trustee, receiver, custodian, conservator or liquidator for Borrower, any part of the
Property, or any of the income or rents of the Property, or the making. by Borrower of any
general assignment for the benefit of creditors, or the msolvenoy on a balance sheet basis
of Borrower, or the making of a fraudulent transfer under applicable federal or state law,
or concealment by Borrower of any of its property in fraud of credltors. or the giving of
notice by Borrower to any governmental body of insolvency or suspensmn of operanons.
or :

The filing of a petition against Borrower seeking any reorganization, -atrangement,
composition, readjustment, liquidation, or similar relief under any present or future
federal, state or other law or regulation relating to bankruptcy, insolvency or other relief
for debts, or the appointment of any trustee, receiver, custodian, conservator or: hquldator_"*

of Botrower, of any part of the Property or of any of the income or rents of the Propcrty. b
unless such petition shall be dismissed within sixty (60) days after such filing, but inany .~ -
event prior to the entry of an order, judgment or decree approving such petition;. or s

The institution of any proceeding for the dissolution or termination of Borrowcr.-f;
voluntarily, involuntarily, or by operation of law; or S
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If a material adverse ohange occurs in the assets, liabilities or net worth of BORROWER
or any of the guarantors of the Indebtedness, from the assets, liabilities or net worth of
Borrower or. such guaramor as applicable, previously disclosed to METLIFE; or

If any of the events descnbed in subparagraphs e. - g. above occurs with respect to any
guarantor of the Iqqeo;edoesg,

If any representation orwarrantyofBorrower under the Note, this Instrument, any of the
other Loan Documents or the Certificate and Indemnity Agreement Regarding Hazardous
Substances, shall prove to have been false or misleading in any material respect; or

The failure of Borrower to observe or perform any other covenant, agreement or obligation
under this Instrument if such failure shall continue for thirty (30) days after written notice
is given to Borrower by METLIFE specifying such failure, or if such failure cannot be
cured within such applicable cure period, if either (i) Borrower fails within such thirty (30)
day period to commence curative action or (ii) Borrower fails at any time thereafter to
continue with diligence all necessary curauve actions. No notice of default from
METLIFE shall be required and no opportumty to.cure shall be given if during the prior
twelve (12) months METLIFE has already sent a wntten notice to Borrower concerning
default in performance of the same obhganon, or

The occurrence of any event of default under any of the Loan Documents other than this
Instrument; or . 4

If the Franchise Agreement is terminated or is not renewed for any reason.

RIGHTS AND REMEDIES ON DEFAULT. UPOn the occurrence of any Event of

Default and at any time thereafter, METLIFE may exerclse any one or more of the
following rights and remedies: Ea

METLIFE may declare the entire Indebtedness, including the then unpald pnnc.:pal balance
on the Note, the accrued but unpaid interest thereon, court costs and attorney's fees
hereunder immediately due and payable, without notice, presentment protest, demand or
action of any nature whatsoever (each of which hereby is expressly waived by Borrower),
whereupon the same shall become immediately due and payable. Addmonally, METLIFE
shall not be required to make any further advances on the Note or other Loan Documents
upon the occurrence of an Event of Default or an event which, with the gwmg ot‘ nonce
or passing of time, would constitute an Event of Default. AN

METLIFE may enter upon the Property and take exclusive possession thereot' and of all” -
books, records and accounts relating thereto without notice and without being guilty: of ¢
trespass, and hold, lease, manage, operate or otherwise use or permit the use of the
Property, cither itself or by other persons, firms or entities, in such manner, for such time -

and upon such other terms as METLIFE may deem to be prudent and reasonable under lhe A
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circumstances (making such repairs, alterations, additions and improvements thercto and
taking any and all other action with reference thereto, from time to time, as METLIFE
shall deem necessary or desirable), and apply all rents and other amounts collected by
METLIFE in connection therewith in accordance with the provisiors of subsection h. of
this Section 26. Borrower hereby irrevocably appoints METLIFE as the agent and
attorney-in-fact of Borrower, with full power of substitution, and in the name of Borrower,
if METLIFE elects to do 5o, to (i) endorse the name of Borrower on any checks or drafts
representing proceeds of the insurance policies, or other checks or instruments payable to
Borrower with respect to-the Property, (ii) prosecute or defend any action or proceeding
incident to the Property; and (iii).take any action with respect (o the Property that
METLIFE may at any time and from time to time deem necessary or appropriate.
METLIFE shall have no obligation to undertake any of the foregoing actions, and if
METLIFE should do so, it shall have no liability to Borrower for the sufficiency or
adequacy of any such actions taken by METLIFE.

Should METLIFE elect to foreclose by exercise of the power of sale herein contained,
METLIFE shall notify Trustee and Trustee shall sell‘the Property, in accordance with the
Deed of Trust Act of the State of Washington, at public auction to the highest bidder. In
case of a sale under this Instrument, the Property, including the fixtures and the Personal
Property, may be sold in one parcel. Any person except Trustee may bid at the Trustee’s
sale. Trustee shall apply the proceeds of the sale‘as follows: (1) to the expense of sale,
including a Trustee's fee and attorney’s fee; (2) to interest due under this Instrument; )]
to principal due under this Instrument; (4) the surplus, if any, shall be distributed either
to the persons entitled thereto or such surplus, less the clerk’s filing fee, shall be deposited
with the clerk of the Superior Court as provided by law. Trustee shall deliver to the
purchaser at the sale its deed, without warranty, which shall convey:to the purchaser the
interest in the Property which Borrower has or had the power to convey at the time of his
execution of this Instrument, and such as Borrower may have acquired thereafter. The
Trustee's deed shall recite the facts showing that the sale was conducted in compliance
with all the requirements of law and of this Instrument, which recital shall be prima facie
evidence of such compliance and conclusive evidence thereof in favor of 2 bona fide
purchasers and encumbrancers for value. The power of sale conferred by this Instrument
and by the Deed of Trust Act of uic State of Washington is not an exclusive remedy and
when not exercised, METLIFE may appoint in writing a successor trustee shall be vested
with all powers of the original trustee. Trustee is not obligated to notify any party hereto
of pending sale under any other deed of trust or of any action or proceeding in which
Borrower, Trustee of METLIFE shall be a party unless such action or proceeding is

brought by Trustee. Y

After sale of the Property, or any portion thereof, Borrower will be divested ot‘ anyand
all interest and claim thereto, including any interest or claim to all insurance ‘policies,

bonds, loan commitments and other intangible property covered hereby. Addmomlly'

Borrower will be considered a tenant at sufferance of the purchaser of the Property, and.
said purchaser shall be entitled to immediate possession thereof, and if Borrower shall fail

to vacate the Property immediately, the purchaser may and shall have the right, withoutﬁf
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further nonce to Borrower. to go into any justice court in any precinct or county in which
the Property is locawd and file an action in forcible entry and detainer, which action shall
lie against Borrower o its assigns or legal representatives, as a tenant at sufferance. This
remedy is cumulatwe of any and all remedies the purchaser may have hereunder or
otherwise. -

(i)  Upon, or at any timeafter, commencement of foreclosure of the lien and security
interest provided for herein or any legal proceedings hereunder, METLIFE may make
application to a court’ of compctent jurisdiction, as a matter of strict nght and without
notice to Borrower or regard to the adequacy of the Property for the repayment of the
Indebtedness, for appointment ¢ of a receiver of the Property, and Borrower does hereby
irrevocably consent to such’ appomtment Any such receiver shall have all the usual
powers and duties of receivers in sumlar cases, including the full power to rent, maintain
and otherwise operate the Property upon such terms as may be approved by the court, and
shall apply such Rents in accordance with the provisions of subsection h. of this Section

(i) METLIFE may exercise any- and all other rights, remedies and recourses
granted under the Loan Docurnents or now or hercaftcr existing in equity, at law,
by virtue of statute or otherwise. £

Trustee and METLIFE shall have all nghts 'réinedles and recourses granted in the Loan
Documents and available at law or equity (mcludmg specifically those granted by the
Uniform Commercial Code in effect and apphcable to the Property or any portion thereof)
and the same (i) shall be cumulative and concurrent; (u) may. be pursued separately,
successively or concurrently against Borrower, any guamntor of thc Indebtedness or others
obligated under the Note, or against the Property, or agamst any one or more of them at
the sole discretion of METLIFE; (iii) may be exercised as often as occasion therefor shall
arise, it being agreed by Borrower that the exercise or failure to exercise any of the same
shall in no event be construed as a waiver or release thereof or of any other nght remedy
or recourse; and (iv) are intended to be, and shall be, nonexc]uswe

To the fullest extent permitted by law, Borrower hereby rrrevocably and uncondmonally
waives and releases (i) all benefits that might accrue to Borrower by any. prescnt or futre
laws exempting the Property from attachment, levy or sale on execution‘or provrdmg for
any appraisement, valuation, stay of execution, exemption from civil process redempnon
or extension of time for payment; (ii) all notices of any Event of Default- (except as.may
be specifically provided for under the terms hereof), presentment, demand, notice of intent
to accelerate, notice of acceleration and any other notice of METLIFE's or “Trustee's’

election to exercise or the actual exercise of any right, remedy or recourse prowded for

under the Loan Documents; (iii) any right to appraisal or marshalling of assets ora sale.* -

in inverse order of alienation; (iv) the exemption of homestead; and (v) the admlmstrauon_~-»a;ﬁ 5;
of estates of decedents, or other matter to defeat, reduce or affect the right of METLIFE
under the terms of this Instrument to sell the Property for the collection of the -

Indebtedness secured hereby (without any prior or different resort for collection) or the T
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right of METLIFE ‘under the terms of this Instrument, to receive the payment of the
Indebtedness out of the proceeds of sale of the Property in preference to every other person
and claimant. whatever (only reasonable expenses of such sale being first deducted).
Borrower expressly waives and relinquishes any right or remedy which it may have or be
able to assert by reason of any statute pertaining to the rights and remedies of sureties.

The proceeds of any sale of and the rents, profits and other income generated by the
holding, leasing, operating or other use of the Property, shall be applied by METLIFE (or
the receiver, if on¢ is appmnted) to the extent that funds are so available therefrom in the
following orders of priority:” (i) first, to the payment of the costs and expenses of taking
possession of the Property and of holding, using, leasing, maintaining, repairing,
improving and selling the same, mcl_ndlpg, without limitation, (A) receiver's fees; (B)
costs of advertisement; (C) attorneys' and accountants' fees; and (D) court costs; if any;
(ii) second, to the payment of all amounts, other than the principal amount and accrued but
unpaid interest on the Note which may be due to METLIFE under the Loan Documents,

including all Indebtedness, together with interest thereon as provided therein, in such order
and manner as METLIFE may determine; (m) thll'd to the payment of the principal
amount outstanding on the Note in such order. and manner as METLIFE may determine
and all other Indebtedness; (iv) fourth, to the payment of all accrued but unpaid interest
due on the Note in such order and manner:as: METLIFE may determine; and (v) fifth, to
Borrower. Borrower, any guarantor of the Indebtedness and any other party liable on the
Indebtedness shall be liable for any deficiency remammg m the Indebtedness subsequent
to any sale referenced in this subsection h. '

METLIFE shall have the right to become the purchaser at any sale of the Property
hereunder and shall have the right to be credited on the amount of its bid therefor all of
the Indebtedness due and owing as of the date of such sale '

If METLIFE shall accelerate the Indebtedness followmg the occurrence of an Event of
Default, any payments received by METLIFE following such acceleration, whether as the
result of voluntary payments made by Borrower or as a result of the sale of the Property
by Trustee, shall be deemed voluntary prepayments of the Note and accordlngly. the
prepayment fee required under the Note shall also be payable, subject to the terms of the
Note.

The purchaser at any trustee's or foreclosure sale hereunder may dnsafﬁxm any easement
granted, or rental, lease or other contract made in violation of any provisions of this
Instrument and may take immediate possession of the Property free from, and: desplte the

terms of, any such grant of easement, rental, lease or other contract, 3 Y

RECONVEYANCE. Upon payment of all sums secured by this Instrument, METLIFE #
shall request Trustee to reconvey the Property and shall surrender this Instrument and all -~

notes evidencing Indebtedness secured by this Instrument to Trustee. Trustee shall
reconvey the Property without warranty to the person or persons legally entitled thereto.
Such person or persons shall pay Trustee's costs incurred in so reconveying the Property
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23.  SUBSTITUTE TRUSTEE. Trustee shall not be liable for any error of judgment or act
done by Trustee, .or be otherwise responsible or accountable under any circumstances
whatsoever. Trusteé shall not be personally liable in case of entry by it or anyone acting
by virtue of the powers herein granted it upon the Property for debts contracted or liability
or damages incurred in the management or operation of the Property. All monies received
by Trustee shall, until used or applied as herein provided, be held in trust for the purposes
for which they were received, but need not be segregated in any manner from any other
monies (except to the extenit required by law) and Trustee shal! be under no liability for
interest on any monies received by it hereunder.

Trustee may resign by giving of notice of such resignation in writing to METLIFE. If
Trustee shall die, resign or become disqualified from acting, or shall fail or refuse to
exercise its powers hereunder when requested by METLIFE so to do, or if for any reason
and without cause METLIFE shall prefer to appoint a substitute trustee to act instead of
the original Trustee named herein, or any prior successor or substitute trustee, METLIFE
shall have full power to appoint a substitute trustee and, if preferred, several substitute
trustees in succession who shall succeed to all the estate, rights, powers and duties of the
aforenamed Trustee. Upon appointment by METLIFE, any new Trustee appointed
pursuant to any of the provisions hereof shall, without any further act, deed or
conveyance, become vested with all the estates, properties, rights, powers and trusts of its
predecessor in the rights hereunder with the same effect as if originally named as Trustee
herein.

24. USE OF PROPERTY. The Property is not currently used for agricultural, farming,
timber or grazing purposes. Borrower warrants that this Instrument is-and will at all times
constitute a commercial trust deed, as defined under appropriate state law.

5. FUTUREADVANCES. Upon request of Borrower, METLIFE; at METLIFE's option
so long as this Instrument secures Indebtedness held by METLIFE, may make Future
Advances to Borrower. Such Future Advances, with interest thereon, shall be secured by
this Instrument when evidenced by promissory notes stating that said notes.are secured
hereby.

26. IMPOSITION OF TAX BY STATE. In the event of the passage of any state, federal,
municipal or other governmental law, order, rule or regulation, subsequent (0 the date
hereof, in any manner changing or modifying the laws now in force governing the taxation.
of the Indebtedness or this Instrument or the manner of collecting taxes so as to adversely: -
affect METLIFE (exclusive of any tax of METLIFE's net income), Borrower will -~
promptly pay any such tax. If Borrower fails to make such prompt payment or if, in the,
opinion of METLIFE, any such state, federal, municipal or other governmental law,” .
order, rule or regulation prohibits Borrower from making such payment or would penalize -~
METLIFE if Borrower makes such payment or if, in the opinion of METLIFE, the making .~
of such payment might result in the imposition of interest beyond the maximum amount = 7 .
permitted by applicable law (following application of all usury savings clauses), then the
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28.

29.

30.

31.

entire balancc of the Indebtedness shall, at the option of METLIFE, become immediately
due and payable

i In the event suit or action is instituted to enforce or interpret any
of the terms of this Insuument (including without limitation efforts to modify or vacate any
automatic stay or m_mmtlon) the prevailing party shall be entitled to recover all expenses
reasonably incurred at, before-and after trial and on appeal whether or not taxable as costs,
or in any bankruptcy proceedmg including, without limitation, atorneys' fees, witness fees
(expert and otherwise), deposition costs, copying charges and other expenses. Whether
or not any court action is- mvolved ‘all reasonable expenses, including but not limited to
the costs of searching records, obtammg title reports, surveyor reports, title insurance,
trustee fees, aid other attormey fees mcurrcd by METLIFE that are necessary at any time
in METLIFE's opinion for the- protecnon of its interest or enforcement of its rights shall
become a part of the Indebtedness payable on demand and shall bear interest from the date
of expenditure until repaid at the ‘interest rate as provided in the Note. The term

"attorneys' fees" as used in the Loan Documems shall be dzemed to mean such fees as are
reasonable and are actually incurred. AL

GOVERNING LAW; SEVERABILITY ""Th'lﬂs Instt‘ufnent shall be governed by the law
of the State of Washington applicable to contracts. macle and to be performed therein
(excluding choice-of-law principles). In the-event that any provision or clause of this
Instrument or the Note conflicts with applicable law, such conflict shall not affect other
prowsxons of this Instrument or the Note which can be given effcct without the conflicting
provision, and to this end the provisions of this Instmment and the Note are declared to
be severable. SN

TIME OF ESSENCE. Time is of the essence of this Instrument

CHANGES IN WRITING. This Instrument and any of i :ts terms may enly be changed,
waived, discharged or terminated by an instrument in writing sxgned by the party against
which enforcement of the change, waiver, discharge or termination is sought. Any
agreement subsequently made by Borrower or METLIFE relating to this Instrument shall
be superior to the rights of the holder of any intervening lien or eneumbrance

NQO OFFSET. Borrower's obligation to make payments and perfonn all ohhganons,
covenants and warranties under this Instrument and under the Note shall be absolute and
unconditional and shall not be affected by any circumstance, including without limitation
any setoff, counterclaim, abatement, suspension, recoupment, deduction, defense or other .

right that Borrower or any guarantor may have or claim against METLIFE or any entity .
participating in making the loan secured hereby. The foregoing provisions of this section, "

however, do not constitute a waiver of any claim or demand which Borrower.or any
guarantor may have in damages or otherwise against METLIFE or any other person, or. ¢

preclude Borrower from maintaining a separate action thereon; provided, however, that ‘)

Borrower waives any right it may have at law or in equity to consolidate such separate:~:"

action with any action or proceeding brought by METLIFE.
9806080143
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VENANTS. Borrower hereby covenants and agrees with METLIFE as

follows:

a.  Bormrower shall not amcm modlfy or terminate the Architect Contract or the Construction
Contracts without METLIFE's prior written consent;

b.  Borrower shall not mnendormodlfythe plans without METLIFE's prior written consent;

c.  Borrower shall performallefltsobhgatmns under the Architect Contract and the
Construction Contracts in accordance with the respective terms thereof; and

d.  Borrower shall enforce the pcrfonnance of each and every term and condition of the
Architect Contract and the Construction Contracts.

IMPORTANT: READ BEFORE SIGNING. THE TERMS OF THIS AGREEMENT SHOULD
BE READ CAREFULLY BECAUSE ONLY THOSE TERMS IN WRITING ARE
ENFORCEABLE. NO OTHER TERMS OR ORAL PROMISES NOT CONTAINED IN THIS
WRITTEN CONTRACT MAY BE LEGALLY ENFORCED. YOU MAY CHANGE THE
TERMS OF THIS AGREEMENT ONLY BY ANCTHER WRITTEN AGREEMENT.

IN WITNESS WHEREOF, Borrower has executed this Instrument or has caused the same
to be executed by its representatives thereunto duly authorized.

BORROWER: -~ .

MEDALIA,INC., = .
a Washingtgn corporation,

e O priodalia P

Susan C. Medalia Its:
Secretary

-

M. Medalia =~

9806080143
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STATE OF Tesh :1 ‘LM§

COUNTY OF Skaqd = § .

I certify that I know. Srathave gaﬁsfagmry evidence that the person appearing before me and
making this acknowledgment is the person whose true signature appears on this document.

On this L day of June, 1998, before me personally ap Sweph M.
Medalia 4 Susaal. phadoba, 1O me known to be President fdoco hepf MEDALIA, INC., a
Washington corporation, that executed the within and foregoihg instrufnent, and acknowledged
the said instrument to be the free and voluntary act and deed of said company, for the uses and

purposes therein mentioned, and on oathstawdthathe was authorized to execute said instrument.

WITNESS my hand and official ééa}:"':hewto affixed the day and year first above written.

for the
kg mresiding at A7 Ver o)
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The land referréd¥téﬁhé£éin is situated in the County of Skagit,
State of Washington, and is described as follows:

PARCEL "A":

The North 100 feet of Lots 3, 4, S and 6, Block 9, "BEHRENS &
MOODY'S ADDITION TO WEST MOUNT VERNON, SKAGIT COUNTY,
WASHINGTON", as per plat:-recorded in Volume 2 of Plats, page
101, records of Skagit County, Washington. (Also known as
Tract "A" of that certain Short Plat No. MV-27-76 recorded
September 10, 1976 under Auditor's File No. 842405 in Volume 1
of Short Plats, page 166, records of Siagit County, Washington.

PARCEL "B":

Lots 7, B8, 9 and 10, Block 9, "BEHRENS. & MOODY'S ADDITION TO
WEST MOUNT VERNON, SKAGIT COUNTY, WASHINGTON", as per plat
recorded in Volume 2 of Plats, page 101, records of Skagit
County, Washington. e A

REDAL:149349.} 1241600665
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