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FIRST AMERICAN TITLE CO
Reference number of related document: Aud1torsFﬂeNo9805 150005
antor(s): WASHINGTON ALDER LLC, a Wasl'un_gton Ixrmted hablhty company

Grantee(s): CAPITAL CONSULTANTS, lNC an Oregon c@rporatxon, as investment advisor
and agent for certain participant lenders -~

Legal Description: , 1o4qpno1p INTEREST IN THE FOLLOWING'

The South 966.00 feet of Lot 3 Skagit County Short Plat No. 7-89,‘"’approved March 1, 1989, and
recorded March2, 1989 in Volume 8 of Short Plats, pages 112 and 113, records of Skagit County,
Washington, being a portion of the Southwest Y% of the Northwest % of Secucn 9, townshxp 34
North, Range 3 East, WM.

EXCEPT the East 210.00 feet thereof;

AND EXCEPT any portion thereof lying Northeasterly of a line drawn parallel th and 25 feet
Southwesterly of the Southwesterly bank of the existing drainage ditch mamtamed by Dramage
District No. 19, running along the toe of the hill. ) .

SUBJECT TO AND TOGETHER WITH easements, reservations, restrictions, covena.nts hens
. and other instruments of record.

Situated in the County of Skagit, State of Washington.

Assessor’s Property Tax Parcel Account Number(s): 340309-2-005-0009.
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LE ASEIOLD DEED OF TRUST, SECURITY AGREEMENT,
ASSIGNMENT OF RENTS AND FIXTURE FILING

THIS DEED OF TRUST SECUR.TTY AGREEMENT, ASSIGNMENT OF RENTS
AND FIXTURE FILING ¢ ‘Deed of Trust™) is made and entered into as of June ‘Zs , 1998, by
WASHINGTON ALDER, LLC, a Washington limited liability company (“Grantor”), whose
address is 504 East Fairhaven;: Suxte 210-20, Burlington, Washington 98233, FIRST AMERICAN
TITLE INSURANCE COMPANY .OF SKAGIT COUNTY, whose address is 1301-B Riverside
Trive, Mount Vernon, Washington 982‘7: (“Tru.stee”) and CAPITAL CONSULTANTS, INC,, an
Oregon corporation, as investment advisor and agent for certain participant lenucrs
(“Beneficiary™), whose address is 2300 S W First Avenue, Portland, Oregon 97201.

GRANT IN TRUST

Grantor hereby grants, bargains, sells and - conveys to the Trustee, IN TRUST, WITH
POWER OF SALE and right of entry and possessmn all of Grantor’s right, title, and interest in
and to the real property located in the Cox.in, y of Skagxt State of Washington (the “Real
Property™), described in Exhibit A attached hereto and _made a part of this Deed of Trust by this
reference. ‘ |

TOGETHER WITH all rents, issues, proﬁts payments, royalt:es income, ané other
benefits from the Real Property (collectively the “Rents’ ) C

TOGETHER WITH all leasehold estate, right, title, and mterest of Grantor (as lessor or
lessee) in and to all leases, subleases, or rental agreemenis covenng the Real Property or any
portion thereof now or hereafter existing or entered into mcludmg thhout lumtat:on all cash or
security deposits, advance rentals, and deposits or payments of similar nat..;re (the “Leases”)

TOGETHER WITH all right, title, and interest of Grantor in. and to all options,

agreements, and contracts for the purchase and sale of 2l or any part or. pm ts of the Real Property
or interests therein,;

TOGETHER WITH all easements, rights-of-way, and rights used in conn tion wzth the
Real Property or as a means of access thereto, and all tenerents, hered'xtaments and
appurtenances thereof and thereto, and all water and water rights (whether npan"j_ _,-ﬁ-i"*appro;matwe
or otherwise and whether or not appurtenant) and all water service contracts and licenses now or
hereafter relating to or used in connection therewith, all ditch rights, and all sha.rc.s of‘ s;ock;
evidencing any such water or ditch rights: s

TOGETHER WITH any and all buildings and improvements now or hereafter erected,; on

the Real Property, including all fixtures attached or appurtenant to the Real Property or any such =~

buildings or improvements (together called the “Improvements") and all materials intended for

construction, reconstruction, alteration, and repair of the Improvements, all of which materials
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shall be deemed to be mcluded w:thm the Real Property immediately upon the delivery thercefto
the Real Property;

TOGETHER WITH all the estate interest, right, title, or other claim or demand, mcluding
claims or demands with respect to the -proceeds of insurance in effect with respect thereto, which
Grantor now has or may hereafter acquu'e in the Trust Property (as hereinafier defired), and any
and all awards made for the takmg by eminent domain, or by any proceeding or purchase in lieu
thereof, of the whele or any part.of the: Trust Property, including, without limitation, any awards
resulting from a change of grade of streets and awards for severance damages.

The foregoing property is herexn referred +o as the “Property.”

FIXTURE FII.NG AND SECURITY AGREEMENT

Grantor, as debtor, grants a secunty 1nterest in the Personal Property (defined below) to
Beneﬁcxary as secured party, on the terms and condmons ‘contained herein. As used herein the
term “Personal Property” shall mean any of the: follomng property in which Grantor has an
interest: (1) the Property 1o the extent the same is not encumbered by this Deed of Trust as a first
priority real estate lien, (2) all personal property that is used or will be used in the construction of
any buildings or improvements on the Real Property; (3) all Eqmpmen* (defined below) that is or
will be placed on or in the Real Property or Improvem.,nts (4) all bonds, permits, licenses, causes
of action, claims, security deposits, advance rental payments utxhty deposits, refunds of fees or
- deposits paid to any governmental authority, refunds of taxes, r emnds of insurance premiums, and
proceeds of insurance policies, to the extent the same arise: ﬁ'om orin. connecuon with the Real
Property or Improvements; and (5) all present and future attachments accessions, amendments,
replacements, additions, products, and proceeds of the foregomg This Deed of Trust shall also
constitute a security agreement with respect to the Personal Property and a{'ff;- ‘fixture filing” for
purposes of the Uniform Commercial Code. “Equipment” for purposes herein shall mean all now
existing or hereafter acquired equipment, machinery, furniture, ﬁ.lrmshmgs, and trade fixtures in
which Debtor now has or hereafter acquires any right, and all other goeds and tang,:ble personal
property (other than inventory), including, machinery, tools, parts and supohes automobiles,
trucks, tractors and other vehicles, computer and other electronic data proces&ngi.;eqmpment and
other office equipment, computer programs and related data processing softs

additions, substitutions, replacements, parts, accessories, and accessions to and "or the oregomg,
now owned or hereafter acquired. » ~

SCOPE OF GRANT AND OBLIGATIONS SECURED

The entire estate and all Property and Personal Property interests hereby convey
transferred, or assigned to Trustee may be referred to herein as the “Trust Property Untxl th'
occurrence of an Event of Default (as defined in Section 12), Grantor may remain in possessw

and control of and operate and manage the Trust Property and collect and enjoy the rents

revenues, income, issues, and profits therefrom.
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The foregomg grant in“trust and grant of security interest is made for the purpose of
secunng the following obhgatrons each of which Grantor covenants to pay or perform promptly
in accordance with its terms »

1. Payment and Perf'onnance*”

1.1 The Note and Other Obl'e_uons This Deed of Trust is g;ven to secure ail
indebtedness evidenced by and arising. under that certain promissory note given by Washington
Alder, LLC, a Washington limited: habrhty company, as Borrower (“Borrower”) to Beneficiary,
dated as of June 1998 in the original principal amount of TEN MILLION and 00/100
dollars ($10,000,000.C0}) with a matumy date of June 30, 2003, subject to any extensions or
renewals (“Note”), and all other amounts, payment of which is secured by this Trust Deed
including, without limitation, amcunts payable by Grantor pursuant to the terms hereof.

This Deed of Trust also secures the interest tha.t -accrues on the Note, additional advances
under the Note, and late payment charges and prepayment premiums payable following default
and at the time of 2 judicial or nonjudicial foreclosure sale under the Note. Any medifications,
extensions, or renewals of the Note including, without hrmtanon, (1) modifications of the required
prmcrpal and/or interest payment dates, deferring or acoeleratmg said payment dates in whole or
in part, and/or (ii) modifications, extensions, or renewals at a different rate of interest, shall be
secured by this Deed of Trust whether or not any such modiﬁcatxon, extension, or renewal is
evidenced by a new or additional promissory note or netes

1.2  Other Obligations. Grantor shail perform earh agreement of the Grantor herein
contained, or contained in the Contract, or contained in the Loa.n Agreement of the same cate
herewitn Borrower and Beneﬁcxary (the “Loan Agreement”) and/or in_each of the other Loan
Documents (as such term is dzfined in the Loan Agreement), and Borrower and Grantor shall pay
each fee, and all costs and expenses payable by Borrower or Gra.ntor as herem or therem set forth.

2. Maintenance and Preservation of the Property and Personal Progerty

Grantor shall:

2.1 Keep the Property and the Personal Property in good condrt:on an reparr

22  Not remove or demolish the Improvements or the Personal Prope_#.-:. prowded
however, that Grantor may replace Personal Property that is wom out if Grantor first obtains
Beneficrary s written consent to the replacement, which consent shall be given if the repiacement
is of equal value and utility and Beneficiary receives a first lien or perfected first secuntv interest,
as the case may be, in such replacement Personal Property;
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23 Complete restore or replace {collectively the “Restoration”) promptly and in
good and workmanlike 'rnanner ‘the Improvements or Personal Propeny that may be damaged or
destroyed, such Restoratlon to be made 1n accordance with the provisions of Section 2;

24 Not commn: or perrmt waste on or of the Property cr Personai Property;

25 Doal other acts that from the character or use of the Property or the Personal
Property may be reasonably 1 necessary to mamtam and preserve its value; and

2.6  Perform all obugauons requlred to be performed in the Loan Documents and all
other obligations of Grantor pertaining to-the Property and/or the Personal Property including,
without limitation, any and all leases.or su'aleases under which Grantor is or becomes the lessor.

Compliance with Govemmental‘f:a.hd Other Re uirements

Grantor shall promptly comply thh and shall not suﬁ'er violations of, any of the following
to the extent that it affects or pertains to the °r¢perty or’ the Personal Property, or acts committed
or conditions existing thereon: "(a) all laws, ordinarces, regulatlms governmental standards, and
permits; (b) all covenants, conditions. restnctxons -and equltable servitudes, whether public or
private, of every kind and character, and (c) all requwements of insurance companies and any
bureau or agency that establishes standards of msurabdity |

4, Taxes and Liens.

4.1  Payment. Grantor shall pay when due all taxes,;; assessmer-ts levies, and charges
levied against or imposed on account of the Property, including without limitation any form of
assessment, possessory interest tax, commercial rental tax, business hcense fee, business license
tax, levy, charge, penalty, or similar imposition, imposed by any authonty having the direct power
to tax, including any city, county, state, or federal government, or any school, agricultural,
lighting, drainage, cr other improvement or special assessment district thereef, as against any legal
or equitable interest of Grantor in the Property. Grantor shall pay when due all claims for work
done on or for services rendered or material furnished to the Property. Grantor shali maintain the
Property and Personal Property free of any liens, except for the lien of taxes-and:f"assessments not
due and except as otherwise provided in Section 4.2

4.2 Rjght to Contest. Grantor may withhold payment of any tax, a.ssessment ]evy,
charge, or claim in connection with a good faith dispute over obligation to pay, o. long as
Beneﬁcmy s interest in the Property 1s not jeopardized. If, as the result of any such contest, ‘the
Property is subject to a len that is not discharged within fifteen (15) days from the' date 1_t -
attached, Grantor shall deposit with Beneficiary cash, a sufficient corporate surety bond or her
security satisfactory to Beneficiary in an amount sufficient to discharge the lien plus any interest,
costs, attorneys’ fees or other charges that could accrue as a result of foreclosure or sale under;
the lien. In any contested proceedings, Grantor will defend itself and Beneficiary and w:ll name
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Beneficiary as an addmonal obligee under any surety bond, and Grantor shall sztisfy any final
adverse judgment promptly, but in any case before enforcement against the Property.

4.3 Ewdence of Pavment Grantor shall promptly furnish evidence of payment of
taxes, assessments, lewes% charges, and claims to Beneficiary on Beneficiary’s demand and shall
authorize the appropriate county official to deliver to Beneficiary at any time a written statement
of the taxes and assessments agamst tbe Property

5.

Representations Warrannes and Covenants cf Grantor,
Grantor represents, warrantsand cgyégénts as follows:

5.1 Title. Grantor holds a 1easehold interest in and to the Property under that certain
Lease dated December 17, 1997, between the Dahlstedt Family Properties, L.L.C., a Washington
limited liability company, as Landlord, and Borrower, as Tenant (the “Lease”), which interest is

free of all encumbrances other than those set forth m the attached Exhibit B (the “Permitted
Encumbrances™). E

52  Warranty and Defense of T't]e G"antor represents and warrants that the
landlord under the Lease either is lawfully seized and possessed of good and merchantable fee
simple title to the Property, or is lawfully seized of a possessory interest in the Property of a
duration equal to or longer than the remaining term of' the Lease applicable thereto, and that
Grantor is lawfully seized of a leasehold estate in the ‘property, free and clear of all liens and
encumbrances, and that this Trast Deed will be a first lien-on’ the Trust Property. Subject to the
Permitted Encumbrances, Grantor will forever defend the utle agamst the lawful claims of all
persons. If any action or proceeding is commenced that quest:ons G-rantor s title or the interest of
Beneficiary under this Deed of Trust, Grantor shall defend the action at its expense. For so long
as any portion of the Note remains unpaid, unless Beneficiary shall- other\mse consent, fee title to
the Premises and the leasehoid estate therein created by the provisions: of the Ground Lease shall
not merge but shall always be kept separate and distinct, notmthstandmg the union of such estates
in Grantor, Beneficiary, or in any other person by purchase, operaaon of law, .or otherwise.
Beneficiary reserves the right, at any time, to release portions of the Trust Property including, but
not iimited to, the leasehold estate created by the Ground Lease, with or without Consxderatlon, at
Beneficiary’s election, without waiving or affecting any of its rights hereunder of 'under the Note
or the other Loan Documents, and any such reiease shall not affect Beneﬁ ary: 's nghts in
connection with the portion of the Trust Property not so released. : :

53  Hazardous Substances.

53.1 Grantor’s Representations and Warranties, Except as dlsc!ose
Beneficiary in writing before the date of this Deed of Trust, to the best of Grantor’s knowledge.\:g_.;---v
(2) no asbestos has ever been used in the construction, repair, or maintenance of any bu:ldmg. :
structure, Or improvement now or heretofore located on the Property, and there is not now; nor .~
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has there ever been, any underground storage tank or tanks located on the Property; (b) no
Hazardous Substance (as defined below) is currently being generated, processed, stored,
transported, handled, or d:sposed of on, under, in, or from the Property or the groundwa.ter of the
Property, except in the normal course of business conducted on the Real Property, in a quantity,
concentration, and manner penmtted by applicable local, state, and federal laws; (<) neither
Grantor nor any other person or entity has ever caused or permitted any Hazardous Substance to
be generated, processed, stored, ‘transported, handled, or disposed of on, under, in, or from the
Property or the groundwater of the Property except 1n the normal course of business conducted
on the Real Property, ina quanuty concentratlon, and manner pernutted by applicable local, state,
and federal laws; (d) Grantor has not recewed any notice of, nor is Grantor aware of, any actual
or alleged violation with respect to the Property or the groundwater of the Property, of any
federal, state, or local statute, ordmance _rule, regulation, or other law pertaining to Hazardous
Substances; £e) there is no action or proceedxng pending or threatened before, or appealable from,
any court, quasi-judicial body or adrmmstratwe agency relating to Hazardous Substances affecting
or alleged to be affecting the Property or. the groundwater of the Property, (f) Grantor will not
itself, and wall not suffer or permit, the generat:on, processmg, storage, traasportation, handling,
or disposal of, cn, under, in, or from the Property or the groundwater of the Property of any
Hazardous Substance, except in the normal course of busmess conducted on the Real Property, in
a quantity, concentration, and manner permitted’ by appl'cable locai, state, and federal laws; and
(g) Grantor will at all times take all necessary -action~to_insure that the Property and the
groundwater of the Property comply with all federal, ‘state, and local environmental laws and

regulations (including, without limitation, those pertzumng to underground storage tanks and to
asbestos). ey

5.3.2 Notification. Grantor shall unmedlately notlfv leneﬁcra.ry should Grantor
(2) become aware of the existence of any Hazardous Substance on the Property or in the
groundwaters of the Property, except in the normal course of busmess coriducted on the Real
Property, used in a quant:ty concentration, and manner permitted by appllcable local, state, and
federal laws, (b) receive any notice of, or become aware of, any actual or alleged violation with
respect to the Property of any federal, state, or local statute, ordinance, rule, regulation, or other
law pertaining to Hazardous Substances, (c) become aware of any lien or action with respect to
any of the foregoing. Grantor shall deliver to Beneficiary, promptly upon receipt, (i) cop:es of any
documents received from the United States Environmental Protection Agency (“EPA™) and/or any
state, county, or mummpal environmental or health agency concermning Grantor's ownershxp use,
Or operations upon Or in connection with the Property; and (i) copies of any docurnents submitted

by Grantor to the EPA and/or any state, county, or municipal enwronmental or nealth agency
concemning the Property. |

5.3.3 Inspection and Remedial Action. Beneficiary is hereby authonzedg 0 ensar

the Property, including the interior of any structures, at reasonable times, and aﬂer ree.sonzhle

notice, for the purpose of inspecting the Property to ascertain the accuracy of all representaoons
and warranties, and the compliance with all covenants, made in this Section 5.3.-" Upon -
Beneficiary’s written request () Grantor, through professional engineers approved by Beneficiary

and at Grantor’s cost, shall thoroughly investizate suspected Hazardous Substances
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forthwith take such remedial action as may be necessary 1o ensure that there is no Hazardous
Substance present on' the Property or in the groundwater of the Property in quantities or
concentrations that exceed amounts allowed by applicable law, and that the Property and activities
conducted thereon otherwise comply with all foderal. state, and local environmental laws and
regulations (including, without limitation, those pertaining to underground storage tanks and to
asbestos), in either case, whether or not Grantor was responsible for the existence of the
Hazardous Substance on Or in the Property or the groundwater of the Property, or for such
noncompliance.  Grantor’s obligations under this Section 5.3 shall arise upon Beneficiary’s
demand as provided berein, regardiess of whether the EPA or any other federal, state, or local
agency or governmental authority has taken or threatened any action in connection with the
presence of any Hazardous Substance on, or release of any Hazardous Substance from, the
Property or the groundwater of the Property. If Grantor shall fail promptly to discharge its
obligations under this Section 3.3, Beneficiary may, at its election, but without the obligation to
do so, cause such investigation to be made or remedial action to be taken and/or take any and all

contamination of the Property or the ground water of the Property, and (b) Grantor shall

other actions that Beneficiary may deem necessary or advisable to protect its security for the Loan
or to avoid or minimize its liability for the existence.of Hazardous Substances on the Property, or

in the groundwater of the Property, or for a releasethereat‘ from the Property or the groundwater
of the Property. All amounts expended by Beneficiary under this Section 5.3 shall Le payable by

Grantor to Beneficiary upon demand, and shall accmemteresfat the rate specified in the Note.

534 Definition of Hazardous Substa.nce S The term “Fazardous Substance”

shall mean:

(@) “Hazardous substances,”’ anefmede“OCFR Part 302;

)  “Extremely hazardous substance,” as defined by 40 CFR Part 355;
()  “Toxic chemicals,” as defined by 40CFRPa.rt3 72;
(d “Hazardous chemicai,” as defined by 29 cgg:f‘g;ﬁ?;191o.120, to the

extent it is included in the employer’s written Hazard Commumcat:onl’rogramor in Material
Safety Data Sheets that are located on site;

(e) “Hazardous waste”, “hazardous matenals
substances,” as defined under Washington law, rules and regulations:

()  Petroleum, including crude oil and any fraction thereof,

(g Any material that contains more than one percent (l%)ofasoestos

(h) Radon.
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. Beneficiary has agreed to advance
sums under and purs..xmttotheNote In reliance upon Grantor’s representations, warranties, and
covenants set forth in this Section 5.3.5. Notwithstanding any other provision of this Deed of
Trust, the Loan Documents or applicable law o the contrary, including any such provision
purporting to limit Grantor’s personal liability thereunder to Grantor’s interest in the Property,
Grantor, jointly and sevzrally, shall be personally liable for, and shall defend. indemnify, and hold
Beneficiary harmless from and against, any and all claims, demands, penalties, fees, liens,
damages, losses, expenses, or liabilities (inciuding, without limitation, all reasonable attomey’s
and expert fees and costs incurred by Beneficiary in connection with any of the foregoing,
whether incurred before any action-is filsd, at trial, or on any appeal or petition for review
therefrom) (a) resulting from any breach of the representations, warranties, or covenants
contained in this Section 5.3.5, or (b) incurred or payable by Beneficiary in conrection with the
removal of or remedial action conicerning.any Hazardous Substance on the Property or in the
groundwater or the Property, or the relé’agézthcrcof from the Property or the groundwater of the
Property (including any such removal or ‘remedial actior performed by any governmental
authonity). Without limiting the generality of the foregoing, the provisions of this Section 5.3.5
shall apply to any such claim, demand, penalty, fee, lien, damage, loss, expense, or liability
incurred in connection with or arising from (a) the existence of any Hazardous Substance on the
Property, and (b) the existence on any other property of any Hazardous Substance attributable to
activities or contamination on the Property. Grantor’s obligations and liability under this Section
5.3.5 shall survive repayment of this Note and shall extend to sums in excess of the amount
advanced pursuant to the Note. d

5.3.6 Sunvival. Grantor’s representations, warranties, indemnity and covenants
set forth at this Section 5.3.6 shall survive any foreclosure or deed of trustsale the repayment of
the Note, and/or the release of the lien of this Deed of Trust from the Property and the Grantor’s
transfer of any or all right, title, and interest in and to the Property to any party.

>4 Execution, Delivery, and Effect of Loan Documents. The Loan Documents have
each been duly authorized, executed, and delivered by Borrower and Grantor, and each is a legal,
valid, and binding obligation of Bormower and/or Grantor, enforceable in” accordance with its
terms, except to the extent that the enforceability therecf may be limited by bankruptcy.
insolvency, or other similar laws affecting creditors’ rights generally and subject to the exercise of
Judiciai discretion in accordance with general principles of equity. ST

5.5 Other Obligations. Grantor is not in material violation of any term or provision of
any docurnent governing its organization or existence or in defzult under any material instruments
or obligations relating to Grantor’s business, Grantor’s assets, or the Property. No party has
asserted any material claim or default relating to any of Grantor’s assets or the Property.” The
execution and performance of the Loan Documents and the consummation of the transactions
contemplated thereby wiil not result in any material breach of, or constitute a material default
under, any contract, agreement, document, or other instrument to which Grantor is a party or by
which Grantor may be bound or affected, and do not and will not vielate or contravene any laws -
to which Grantor is subject; nor do any such instruments impose or contemplate any obligations
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that are or wﬂl oe matenally inconsistent with the Loan Documents. Grantor has filed all federal,
state, county, and municipal income tax returns required to have been filed by Grantor and has
paid all taxes which have become due pursuant to such returns or pursuant to any assessments
received by Grantor. Grantor does not know of any basis for additional assessment with regard to
any such tax. No approval by, authorization of, or filing with any federal, state, or municipal or
other governmental commission, bbard or agency or other governmental authority is necessary in
connection with the authoqza; 'oh executlon, and delivery of the Loan Documents.

5.6 Legal Acnons There a:e no material actions, suits, or proceedings including,
without limitation, any condemnanon.. msolvency or bankruptcy proceedings pending or, to the
best of Grantor’s knowledge and behcﬁ threatened, against or affecting Grantor, its business or
the Property; or investigations, at law -or .in equity, before or by any court or governmental
authority, pending or, to the best of' Grantor s knowledge and belief, threatened against or
affecting Grantor, Grantor’s business or the Property, except actions, suits, and proceedings fully
covered by insurance and heretofore ﬁllly disclosed in writing to Beneficiary or that if resolved
advereely tc Grantor would not have a matenal adverse effect on Gramntor or the Property.
Grartor is not in default with respect to any order. wnt, injunction, decree, or demand of any
court or any governmental authority affecting’ G*rantor or the Property. Furthermore, to the best
knowledge and belief of Grantor, there is no basis for: any unfavorable decision, ruling, or finding
by any court or governmental authority which would in any material respect adversely affect the
validity or enforceability of the Loan Documents, or: ‘the condition (financial or otherwise) or
ability of Grantor to meet Grantor’s obligations under the Loan Documents

5.7 Financial Statements. All statements, ﬁnanc_”al o &,k....:sothermse submitted by Grantor
to Beneficiary in connection with the making of the loan ewdenced by. the Note are true, correct,
and complete in all material respects, and all such financial statements have been prepared in
accordance with generally accepted accounting principles cons:stentl_y apphed (or other basis of
accounting practices permitted by Beneficiary) and fairly present the. ﬁnanylal condition of the
parties or entities covered by such statements as of the date thereef Since the date thereof,

neither Grantor nor any such party or entity has experienced any ma:tenal adverse change in its
finances, business, operatlons affairs, or prospects. :

5.8  Adverse Change to Property. No event or series of events. h have intervened
or occurred since the date of Grantor’s submission of its application for the‘loan ewdenccd by the

Note that would, either individually or collectively, materially, adversely aﬁ'ect the Properly

5.9  Compliance With Laws and Private Covenants, The Property 'co_mp 1es 'Zm all
material respects with all apphcablp laws. Grantor has examined and is familiar with the Permitted
Encumbrances and there now exists no material violation thereof. Grantor has no ‘notice that any

of the Improvements are inconsistent with any easement over the Real Property or cncroach upon
adjacent property.

>-10  Independence of the Property. The Property is a separate and distinct legal P ce]
for tax purposes and is not subject to property taxes and a similar charge against any other land.
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Grantor has not, by act or omission, permitted any building or other improvements on property
not covered by this Deed of Trust to rely on the Property or any part thereof or any interest
therein to fulfill any municipal or governmental requirement for the existence of such property,
building. or improvement; and no improvement on the Property relies on any property not
covered by this Deed of Trust or any interest therein to fulfill any governmental or municipal
requirement. Grantor has not by-act or omission impaired the integrity of the property as 2 single,
separate, subdivided zoning lot separate and apart from all other property.

5.11  Statuto
farming purposes.

R resn tton’I‘he Property is not used primarily for agricultural or

5.12 Construction and Com 1 ion of Improvements.  Any Improvement existing as

of the date hereof has been completed and installed in a good and workmanlike manner, and in
compliance with all applicable laws, or are under construction pursuant to engineered plans or
permits approved by appropriate governmental authorities. The Improvements are served by
electricity, gas, sewer, water, telephone, and other- utilities required for the present and

contemplated uses and operation thereof ~ Any-and all streets, utility lines, and off-site
improvements which provide access to the property or are necessary for its present and
contemplated uses have been completed, are serviceable and have been accepted or approved by
appropriate governmental bodies.

5.13 Covenants Regarding I ease.

5.13.1 If Grantor shall, at any time before payment in full of the indebtedness
secured hereby, acquire fee title or any other greater estate to the premises demised by the Lease,
the lien of this Deed of Trust shall attach, extend to, cover and e a lien upon such fee title or
other greater estate. .

5 13.2 Grantor will not surrender its leasehold estate and intérest in the Lease, nor
terminate or cancel the Lease, and will not, without the express written consent of Beneficiary
modify, chznge, supplement, alter or amend the Lease, either orally or in writing, and as further
security for the repayment of the indebtedness secured hereby and for the performance of the
covenants herein and in the Lease contained, Grantor hereby assigns to Beneficiary all of its
rights, privileges and prerogatives as tenant under the Lease to terminate, cancel, modify, change,
supplement, alter or amend the Lease, and any such termination, cancellation, modification,
change, supplement, alteration or amendment of the Lease without the prior written consent
thereto by Beneficiary shall be void and of no force and effect. Grantor- shall _furnish to
Beneficiary, simultaneously with the giving thereof as hereinafter provided in this sentence, COpPIEs

of any notices of default by the landlord under the Lease that Grantor may give to:the landlord. .

So long as there is no breach of or default under any of the covenants or agreements herein

contained to be performed by Grantor, or in the performance by Grantor of any of the terms
covenants and conditions in the Lease contained, Beneficiary shall have no right to terminate,

cancel, modify, change, supplement, alter or amend the Lease. Beneficiary shall have the right t
declare a default in this Deed of Trust in the event of default in the performance by Grantor, as’
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tenant under the Lease of any of the material terms, covenants or conditions contained in the

5. 13 3 "\Io release or forbearance of any of Grantor’s obligations under the Lease,
pursuant to the Lease or otherv .fsfse, shall release Grantor from any of its obligations under this
Deed of Trust, mcludmg its: obhgatxons with respect to the payment of rent as provided for in the
Lease and the performance of all of the terins, provisions, covenants, conditions and agreements
contamed in the Lease, to bc kept performed and complied with by the tenant therein.

5.13.4 Grantor wxll at all times fully perform and comply.with all agreements,
covenants, terms and conditions 1rnposed upon or assumed by it as tenant under the Lease, and if
Grantor shall fail so to do, Beneficiary” ‘may (but shall not be obligated 10) take any action
Beneficiary deems necessary or desxrable to prevent or to cure any default by Grantor in the
performance of or compliance with any ‘of the tenant’s covenants or obhganons under the Lease.
Grantor shall furnish to Beneficiary 1mmed:ately upoen receipt thereof, copies of any notices of
default by the tenant under the Lease, received by Grantor from the landlord under the Lease,

whether or not the landlord is required under such Lease to give any such notices to Beneficiary,.

and 1If any such notice is given to Grantor ora.liy by the lanalord Grantor shall immediately furnish
full particulars thereof to Beneficiary in writing. Upon receipt by Beneficiary from the ‘Tandlord
under the Lease, or upon receipt from Grantor, as aforesaid, of any such notice of default under
the Lease, Beneficiary may rely thereon and take any ; actlon to cure such default even though the
existence or nature of such default shall be quﬁstloned or denied by Grantor or by any -party on
behalf of Grantor. Beneficiary shall have the absolute and 1mmed1ate right to enter into and upon
tue Property or any part thereof io such extent and as oﬁ:Pn as Beneﬁc:ary in its sole discretion,
deems necessary or desirable in order to prevent or to cure ‘any such default by Grantor.
Beneficiary may pay and expend such sums of money as Beneﬁcxary m its sole discreticn deems
necessary for any such purpose, and Grantor shall pay to Beneﬁc:ary, umnedlately and without
dernand, all such sums so paid and expended by Beneficiary, together with interest thereon from
the date of each such payment at the rate of fifteen percent {15%) per annum payable on demand.
All sums so paid and expended by Beneficiary, and the interest thereen, sha.ll be addea to and be
secured by the lien of this Deed of Trust. LT a0

5.13.5 All rents, additional rents, and other sums due and ﬁyable under Ground
Lease have been paid in full to the extent they were payable before the date « of this Dee@ of Trust,
and there are no defaults under the Ground Lease, and no event has occurrcd""-that; thh the
giving of notice, the passage of time, or both, would constitute a default under the

6. Insurance, Condemnation.

6.1 Maintenance of Insurance. Unless otherwise stated in this Sectxon 6 1 Tio later
than the date funds are advanced under the Note, Grantor shall procure and maintain pohcles of
nsurance in form and substance satisfactory to Beneficiary as follows:
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(a) casualty msura.nce insuring against loss by fire, hazards included
within the term cxtended coverage,” rent loss, and such other hazards and casualties as
Beneficiary may rcdsonably consider necessary, on a replacement cost basis, covering all
improvements now or herea.ﬁer compnsmg part of the Trust Property in an amount sufficient to
avoid application of any coinsurance clause and with loss payable to Beneficiary, provided, that
Grantor’s obligation to carry and maintain such insurance shall commence only when Graator first

commences to place an tmtrove'nent in the Property if later than the date funds are advanced
under the Note. |

(b) Comprehenswe broad form general liability insurance, including
liability assumed under contract, with coverage satisfactory to Beneficiary, and with aggregate
limits for personal injury and property damage of not less than $3,000,000. Such insurance shall
cover all risks arising directly or mduectly out of Grantor’s activities on, or any condition of, the

Property, shall name Beneficiary as a co-msured and shall protect Grantor and Beneficiary against
claims of third persons. L

(c) Business lnterruptxon msu"ancc insuring against losses for a period
of not iess than twelve (12) months, .

{d) Flood hazard msurance 1f tbe Prope"ty is located in a 100-year
flood plain, covering all Improvements now or hereafer compnsmg part of the Trust Property.

(e) Earthquake insurance as may be avmlable and as required from time
to time by Beneficiary.

6.2  Insurance Forms and Terms. All policies shail be wntten in amounts, in form, on
terms, and with companies satisfactory to Beneficiary and shall name Beneﬁmary as a loss payee.
Grantor shall deliver to Beneficiary the insurance policies from- ‘each insurer or certificates of
coverage and certified copies of the policies, if approved by Beneﬁmary ‘Each policy shall contain
a stipulation that coverage will not be canceled, diminished, or substantxally altered without a
minimum of thirty (30) days’ written notice to Beneficiary. At least thirt; 7 (30). days before the

expiration date of each policy, Grantor shall deliver to Beneﬁmary a ‘:‘;enewal pohcy in form
satisfactory to Beneficiary.

6.3  Grantor’s Report on Insurance. Within sixty (60) days aﬂer th close ef ‘ts ﬁscal
year, Grantor shall furnish to Beneficiary a report on each existing policy of ins 3

(2) The name of the insurer;
(®)  The risks insured;

(©) The amount of the policy;
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(d) " The property insured, the then current replacement cost of the
property (if apphca.ble) and the manner of determining that cost; and

( ) | The exmratlon date of the policy.

Upon request, G'antor sha.ll have the appraiser of the insurance company determine the
replacement cost of the Trust Property

6.4  Application of Proceeds Grantor shall promptly notify Beneficiary of any loss or
damage to the Trust Property. Beneﬁc:ary may make proof of lcss if Grantor fails to do so within
fiteen (15) days of the casualty. All proceeds of any insurance on the Trust Property shall be paid
directly to Beneficiary. Beneﬁmary shall release such proceeds to Grantor for the repair or
replacement of the damaged Trust Propc ty-in the manner in which the proceeds of a construction
loan are customanly disbursed. tor shall repair or replace the damaged or destrcyed
Improvements in a manner satisfactory to Beneficiary. Upon satisfactory proof of expenditure,
Beneficiary will pay or reimburse Grantor from the net insurance proceeds for the reasonable cost
of repair or restoration. Any proceeds that have not been paic out within one hundred eighty
(180) days after their receipt or that have not been’ comrmtted to the repair or restoration of the
Trust Property may, at Beneficiary’s electton, be apphed to the indebtedness secured hereby.
Unless Grantor and Beneficiary otherwise agree-in writing, any application of proceeds to
principal shall not extend or postpone the due date of msta.llments due under the Note.

6.5 Condemnation.

6.5.1 Taking. Grantor shall promptly-notify Beneﬁc:ary of any action or
proceeding relating to any condemnation or other taking of the Trust Property or any part thereof
or any interest therein. Beneficiary shall be entitled, at its Optlon, to commence, appear in, and
prosecute in its own name, any action or proceeding, or to make any comprcnuse or settlement in
connection with, any eminent domain claim. Unless otherwise directed in writing by Beneficiary,
however, Grantor shall appear in and prosecute diligently any such. proceedmg or action. All
condemnation proceeds or damages paid in connection with any co"‘demnatxon or other taking
with respect to the Trust Property (or consideration paid f‘cr conveyances in lieu of
condemnation) are hereby assigned to Beneficiary. 4

6.5.2 Application of Condemnation Proceeds. Ifall or any part 0
condemned, all net proceeds resulting from such condemnation shall be. paxd o*“BeneﬁclaJy
Grantor shall execute such further evidence of assignment of any awards, pfcceeds damages or
claims arising in connection with such condemnation or taking as Beneficiary may require.. The
term “‘net proceeds” shall mean the total amount available after payment of zll reasonable costs
expenses, and attorneys’ fees necessarilly paid or incurred by Grantor and Beneﬁcxary in
connection with the taking by condemnation. If the entire Preperty is acquired by eminent. domain

the indebtedness secured hereby shall be due and payable a1 the time of entry of the final = -

judgment. All proceeds from an eminent domain claim shall be applied by Beneficiary as fo]lows.:g_._c--
first, to cure any monetary default by Grantor under the Loan Documents; second, to reduce the
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indebtedness secured hereby to the extent necessary so that the loan-to-value ratio existing
immediately before the takmg shall be maintained; and third, the balance, if any, to Grantor.
Beneficiary is authon'red ‘at the expense of Grantor, to retain and pay the reasonable costs of
professional engineers, appraisers, and other experts {including attomeys) to determine the extent
to which its security is impaired followmg any taking. Beneficiary may pay the engineers,
appraisers, and experts from the monies resulting from the eminent domain claim. Sale of all or
any part of the Property to a. purchaser with the power of eminent domain in the face of a threat

or the probability of the exercrse of the power shail be treated as a taking by condemnation to
which this Section shali apply. -

7. Transfer bv Grantor.

Grantor shall not Transfer al] or any pomo'r of Grantor’s right, title, and interest in the

Trust Property to a third party without Beneﬁcrary s prior written consent, which Beneficiary may

give or withhold in its sole discretion. . The term “Transfer” includes (a)the encumbrance
(excluding the Permitted Encumbrances hsted in the attached Exhibit B), sale, conveyance, or
other transfer (excluding, where applicable, rransfers and -changes in ownership by devise or
descent) of the Property or the Personal Property or any part thereof, or any interest therein,
including any leasehoid interest or the grant of any mortgage, deed of trust, or other security
interest covering all or any part of the Property " (provided, however, Grantor may replace
Personal Property which is worn out if Grantor first obtairs Beneﬁcrary s written consent to the
replacement, which consent shall be given if the replacement is of equal value and Ltﬂrty and
Beneficiary receives a first lien or perfected first security mterest, as the case may be, in such
replacement Personal Property), (b) the divestiture of all“or. any part of Grantor’s title to the
Property or Persconal Property, or any interest therein, (c) the sale; conveyance or other transfer
of any stock in Grantor, if Grantor is a corporation, or of any partnerslup or membership interest
in Grantor, if Grantor is, as applicable, a partnership or limited: l:abrhty company, (d) any matenal
change in the allocation of income, profits, or losses between the partners or members of Grantor,
if Grantor is, as applicable, a partnership or limited liability company; (e). the mortgage, pledge, or
other hypothecation of any stock, partnership or membership interest in ‘Grantor, (f) the merger or
consolidation of Grantor into another corporation or the reorgamzatron of Grantor 1f Grantoris a
corporation, (g) creation of any partnership or membership interests in Gran or, and (h) any
agreement of Grantor, of any stockholder, officer, or director of Grantor, if’ Grantor is a
corporation, or of any partner of Grantor if Grantor is a partnership, to. do-any of the things
specified in clauses (a) through (g). above. Any Transfer (whether to a person with respect to
whom consent to Transfer is hereafter given or otherwise) shail be subject to this Deed of Trust
and, where appropriate, any transferee shall, upcn Beneficiary’s request, assume; by a recordable
instrument delivered to and satisfactory to Beneficiary, all obligations hereunder and agree to be

bound by all provisions contained herein. Such assumption shall not, however, release Grantor or
any maker or guarantor of the Note from any liability thereunder or hereunder. - Grantor

it Beneficiary has relied on tor’s credit, development, leasing, and management capa.bzhues;

acknowledges that the Loan secured by this instrument is personal to Grantor and that in mak

Grantor’s interest in the Trust Property and financiai market conditions at the time the Loan was

made. If Granter engages in 2 Transfer without complying with the requirements of ﬂus
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Section 7, then allthemdebtedness and obligations secured by this Deed of Trust will become
immediately due andpayable

8. Release OnFullPerformance

Upon payment of all of the indebtedness due pursuant to the Note and performance of all
of the obligations imposed upon Grantor under this Deed of Trust znd the cther Loan Documents,
Beneficiary shall, if requested, execute and deliver to Trustee a suitable reconveyance of this Deed
of Trust and suitable statements of termination of any financing statements on file. Uson written
request of Beneficiary stating that all sums secured hereby have been paid, surrender of this Deed
of Trust and the Note to Trustee for cancellation and retention, and payment of its fees, Trustee
shall reconvey, without warranty, the Trust Property then held hereunder. The recitals in any
reconveyance executed under thlsDeedf Trust of any matters of fact shall be conclusive proof

tee in such reconveyance may be described as “the person or

of the truthfulness thereof. The gran
persons legally entitled thereto.”

0. Reports.

9.1  Default. Grantor will ﬁmnshtoBeneﬁcxa:y notice of any default on Grantor’s part
under any agreement, license, permit, lease,” or-contract. affecting the Trust Property or any
portion thereof.

9.2  Certificates of Lessee(s). Upon request of Beneﬁc:axy and not more often than
annually, Grantor will furnish to Beneficiary a certificate from each lessee (if any) of any portion
of the Trust Prcperty stating, if true, that the landlord (G ntor) is-not in default under such lease,

and that rental is current and has not been paid more than thirty (30) days in advance.

9.3  Leases. Grantor will furnish to Beneficiary, uponrequestcomes of all leases and
sale contracts covering or pertaining to any portion of the Trust Property and ertered into after
the date hereof.

9.4  Inspection Reports.  Grantor will furnish to Beneﬁcxaryuoonrequest, copies of
all inspection reports prepared by consultants, engineers, or other third parties | ertaining to the

Trust Property.

9.5  Other Documents.  Grantor will furnish to Beneficiary, uponrequestcornes of
all plat/parcel map filings and other documents pertaining to the Trust Property and entered into
after the date hereof.

10. Reserves,

If Grantor has failed promptly to perform its obligations under Section 4 or Secnon égf
this Deed of Trust, Beneficiary may require Grantor te¢ maintain with Beneficiary reserves for -
payment of taxes, assessments, and insurance premiums. The reserve shall be created by monthly

PORTLAND:113654 v02 16

3806220067 1
FERVRICI IV RN

- e n LI |

-



payments of a sum estimated by Beneficiary to be sufficient to produce, at least fifteen (15) days
before due, an amounz equal to the taxes, assessments and insurance premiums. if fifteen (195)
days before payment is- due the teserve is insufficient, Grantor shall pay any deficiency to

Beneficiary upon demand The reserve shall be held by Beneficiary as a general deposit from
Grantor and shall ccnstxtute a non-mterest—beanng debt from Beneﬁcxary to Grantor which
Beneficiary may satisfy by payment ‘of the taxes, assessments, and/or insurance premiums.
Beneﬁcmry shall not hold the reserve in trust for Grantor, and Beneficiary shall not be the agent of

Grantor for payment of the ta.xes assessments and insurance premiums required to be paid by
Grantor. e R

11. Assignment of Leases Rents lssues and ...Proﬁts

As part of the consideration fer the makmg of the loan hereby secured, Grantor hereby
assigns, transfers, and sets over to Beneﬁcxary all leases of any part of the Trust Property, now in
effect or hereafter made, and hereby assigns and transfers to Beneficiary all the right of Grantor in
and to sale contracts to or affecting any part of or interest in the Property, whether now in effect
or hereafter made, and hereby further assigns to Beneﬁcmry all of Grantor’s right to receive the
rents, issues, profits, and sale proceeds (the “Income”) reserved or provided by such leases or sale
contracts, or paid or payable to Grantor upon a sale transfer or other disposition of the Property,
or any portion thereof or interest therein; provxded ‘however, that until Grantor shall commit or
permit some act of default under the Note, this Deed of Trust or any other instrument securing the
Note, Grantor may receive, collect, and receipt for said Income, not exceeding, however, more
than thirty (30) days in advance, paying over to Beneﬁcxary only so much thereof as is requtred to
comply with the obligations resting upon Grantor under and by the terms hereof and of the Note,
but in the event that Grantor shall commit or permit any act of default herel.nder then and in that
event, and from that time on, said lessees and/or any other party to any ‘such sale agreement are
authorized, required, and directed to pay the Income thereafter fall.ng due under and by the terms
of said agreements or instruments directly to Beneficiary, and- leneﬁexary is authorized to
demand, collect, receive, and receipt for such income and apply the moneys so collected In its
discretion, to any or all of the following purposes: A o

() To the payment of any taxes assessed upon_the Trust Property,
whether or not the same be delinquent; :

(b)  To the payment of any assessments or other goVe :
assessed against the Trust Property, whether or not the same be delinquent;

(c) To the payment of any insurance premiums paid or mcurred by the

Beneficiary, or anv expenditure which, in the judgment of the Beneficiary, is proper for the care o,.
the Trust Property; &

- (d)  To the pavment of any interest accrued on the Note securedbyt}n
Deed of Trust; S
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(€) - To the payment, on account of the principal, of the Note secured by
this Deed of Trust, whether or not there-be any payments on account of principal due at the time
and whether or not the Beneficiary has exercised the right secured by this Deed of Trust to
declare the entire principal due by reason of any default hereunder; and

To allother amounts or obiigations secured by this Deed of Trust;

and that upon notice and demand Grantor will further transfer and assign to Beneficiary, in form
satisfactory to Beneficiary, Grantor’s-interest in any lease or sale agreement now or hereafter
affecting the whole or any part of the Property. Grantor will ot assign the whole or any part of
the rents, income, or profits arising from the Trust Property without the written consent of the
Beneficiary and any assignment thereof without such consent shall be void.

12 Events of Default.

The following shall constitute Events of Default

12.1 Nonpayment. If for any payment due under the Note or any amount due under this
Deed of Trust, the entire amount due (including principal, interest. and any applicable premiums
and lzte charges) is not paid within seven (7) days of the date upon which notice of default in the
makiig of such payment was given to Grantor. "+ .

122 Other Events of Default. If an Event ofDefauItshalI occur under any other Loan
Document as the term Event of Default is defined in such Loan Document.

123 Breach of Other Covenant. Grantor fails to ‘perform any other obligation
contained in this Deed of Trust, or in the Contract, or any of the Loan Documents within thirty
(30) days after notice from Beneficiary (or Beneficiary’s representative) specifying the nature of
the default or, if the default cannot be cured within thirty (30) days, failure within such time to
commence and pursue with reasonable diligence curative action. ' No notice of default and
opportunity to cure shall be required or given if during the preceding twelve (12) calendar
months Beneficiary has already sent a notice to Grantor concerning default in performance of the
same obligation.

12.4  Misinformation. ~ Falsity in any material respect of the rep esentations and
warranties given in Section S or of any representation, warranty, or information furnished to
Beneficiary in connection with the Note, this Deed of Trust, or any Loan Document. .~ . -

12.5 Sale or Transfer of Title. Occurrence of a Transfer in any manner exccpt as

permitted by Section 7.
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12.6 Bankruptg_v_ The occurrence of any of the following without any action or notice
by Beneficiary: (2)a Party in Interest (defined below) becomes insolvent, makes a transfer in
fraud to, or an assxgnment for-the benefit of, creditors, or admits in writing its inability, or is
unable, to pay debts as they become due; or (b) a receiver, custodian, liquidetor, or trustee is
appointed for all or substanttally all of the assets of a Party in Interest or for the Property in any
proceeding brought by a Party in Interest, or any such receiver or trustee is appointed in any
proceeding brought agatns"t“a Party in Interest or the Property and such appointment is not
promptly contested or is not dismissed or discharged withir one hundred twenty (120) days after
such appointment, or a Party in Interest' consents or acquiesces in such appointment; or (c) a
Party in Interest files a petition: under the Bankruptcy Code, as amended, or under any similar law
or statute of the United States or any ‘state thereof, or (d) a petition against a Party in Interest is
filed commencing an mvo!untary case under any present or future federal or state bankruptcy or
similar law and such petition is not dlsm:ssed or discharged within one hundred twenty (120) days
after the filing thereof, or (e) any- composition, rearrangement, liquidation, extension,
reorganization, or other relief of debtors now or hereafter existing 1s requested by a Party in
Interest. “Party in Interest” means Grantor, any guarantor of all or a portion of the obhgatlons
secured hereby, any general partner or member i In.any. partnershlp or limited liability company in
which Grantor is also a general partner or member any such partnersh:p or limited Lability
company, and, if Grantor is itself a partnership; 4ny general partner in Grantor.

127 Adverse Court Action. A court o" competent Jt.nsdxctton enters a stay order with
respect to, assumes custody of, or sequesters all or a substantial part of the Property, or the
Property ts taken on execution or by other process of law and such order, custody, sequestration,

execution, or other process is not dismissed or drscharged wnthm thn-ty (30) days after its
occurrence,

12.8  Certain Taxes. This subsection shall apply to the followmg state taxes:.

(a) A specific tax on mortgages, deeds of trust s ~~"t.red mdebtedness or aay
part of the indebtedness secured by this Deed of Trust. £

(b) A specific tax on the Grantor of property SUbjECI to a deed of trust which
the taxpayer is authorized or reguired to deduct from payments on the deed of' tr st

(c) A tax on property chargeable against the beneﬁcxary o

deed of trust or holder of the note secured thereby.

(@) A specific tax on all or any portion of the mdebtedness or on pay'rnents of
principal and interest made by Grantor. LR 5

If any state tax to which this subsection applies is enacted after the date of thlS

Deed of Trust, an Event of Default shall occur when such tax becomes due and payable unless . -

Grantor lawfully pays the tax or charge imposed by the state tax on or before such date mthout;_._:-- “
causing any resulting economic disadvantage or increase of tax to Beneficiary or Trustee. o

PORTLAND:1 13654 vO2 19




ai!

Wl o

12.9 Default Under Leases or Other Agreements. Default by Grantor under any
agreement, license, perrmt orlease affecting any portion of the Trust Property or under any loan

agreement, morigage, or deed of trust relating to the Property between Grantor and, or given by
Grantor to, another Derson u

13.  Remedies in Case :ﬂéf Default

If an Event of De"ault sha.tl _oceur, Beneﬁcxaxy or Trustee, as the case may be, may

exercise any of the following rignts and remedxes in addition to any other remedies which may be
available at law, in equity, or othethse

13.1 Acceleration. Beneﬁ 1ary ma,r declare the entire principal amount of the Note
together with all interest and prepayment prermums to be immediately due and payable.

13.2 Books and Records. Beneﬁcrary may examine all books, records, and contracts of
Grantor pertaining to the Trust Property and fna.ke such memoranda thereof as may be desired.

13.3 Receiver. Beneficlary may h,r‘ve "a recew’er of the Trust Property appointed.
Beneficiary (or a Trustee) shall be entitled to the a,ppomtment of a receiver 2s a matter of right
whether or not the apparent value of the Trust ‘Property ‘exceeds the amount of the secured
indebtedness. Any receiver appointed may serve vnthout bond. Employment by Trustee or
Beneficiary shall not disqualify a person from serving as recewer Granter waives all defenses

and consents to the appointment of a receiver at Beneﬁc: ry’ optlon

13.4 Possession. Beneficiary may, either through a receiver or as a

lender-in-possession, take possession of all or any part of the Trust Property and Grantor shall
peaceably surrender the same. |

13.5 Rentsand Revenues. Beneficiary may revoke Grantor’ s"'rtght to collect the income
from the Trust Properiy, and may, either itself or through a receiver, collect’ the same. To
facilitate collection, Beneficiary may notify Grantor’s tenants or the other parties to any contract
or instrumemt aﬂ‘ectmg the Trust Property to pay income directly to it." Beneﬁc:la.ty shall not be
deemed to be in possession of the Trust Prope"ty solely by reason of exercise of.the rights
contained in this Section i3.5. If income is collected by Beneficiary under this Sect10n’l3 5,
Grantor hereby irrevocably designates Beneﬁclary as Grantor’s attorney-m—fact to endorse
instruments received in payment of income due, in respect of any part of the Trust Property, m t’ne
name of Grantor and to negotiate such instruments and collect the proceeds thereof '

13.6 Foreclosure. Beneficiary may foreclose Grantor’s interest in all or any part of the
Trust Property by judicial or nonjudicial procedure.
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13.7 thtureg,_andpersgnal Property. With respect to any fixtures or personal property
subject to a security interest in favor of Beneficiary, Beneficiary may exercise any and all of the
rights and remedies of a secured party under the UCC.

13.8 Abanddn Secuntv Beneﬂcuary may abandon any security afforded by this Deed of
Trust or any other Loan Do ument by notifying Grantor of Beneficiary’s election to do so.

13.9 Power of SaleBeneﬁc'arv may direct Trustee to, and Trustee shall be empowered
to, foreclose the Trust Property by..advertisement and exercise of the power of sale under
applicable law.

13.10 Sale of Personal Propertvtjiudatl)uphc Sale. In exercising its rights and remedies,
Beneficiary shall be free to sell all or any part of the Personal Property together or separately, or
to sell certain portions of the Personal’ Property and refrain from selling other portions.
Beneficiary shall be entitled to bid at any public sale of al! or any portion of the Personal Property,

13.11 Cumulative Remedies. Election to pursue one remedy shall not exclude resor: to
any other remedy and, unless the context otherwise requires, all remedies under this Deed of Trust
are cumulative and not exclusive. In addition to the specific remedies provided herein,
Beneficiary shall have all rights and remedies provided by the law of the state in which the Trust
Property is located. An election to cure under Section 16.6 shall neither prejudice the right to
declare a default nor constitute a waiver of the breached term or of any of the remedies provided
herein. No deley or omission in exercising any right or remedy shall impair that or any other right
or remedy or shall be construed to be a waiver of the default...~

15.12 Rejection of the Ground Lease

13.12.1 If the Ground Lease is terminated foranyreasonm the event of the
rejection or disaffirmance of the Ground Lease pursuant to the United States Bankruptcy Code,

11 US.C. §101 et seq., as the same may be amended (the “Code”) or any other law affecting
creditor’s rights:

(@) Grantor, immediately after obtaining notice thereo shallgwe notice
thereof to Bere<ficiary;

(b) Grantor, without the prior written consent of Beneficiary, shall not
elect to treat the Ground Lease as terminated pursuant to section 365(h) of the Code or any
comparable federal or state statute or law, and any election by Grantor made without such
consent shall be void; and

{c) This Deed of Trust and all the liens, terms, covenants, and conditions
of this Deed of Trust shall extend to and cover Grantor’s possessory rights under section365(h)
of the Code and to any claim for damages due to the rejection of the Ground Lease or other
termination of the Ground Lease. In‘addition, Grantor hereby assigns irrevocably to Beneficiary,
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Grantor’s rights to treat the Ground Lease as terminated under section 365(h) of the Code and to
offset rants under the Ground in the event that any case, proceeding or other action is commenced
by or against Grantor under the Code or any comparable federal or state statute or law, provided
that Beneficiary shall not exercise such right, and shall permit Grantor to exercise such rights with
the written consent of Beneficiary, not to be unreasonably withheld delayed, unless an Event of
Default shall have occurred and be continuing.

13.12.2  Grantor hereby assigns to Beneficiary, Grantor’s right to reject the
Ground Lease under section 365 of the Code or any comparable federal or state statute or law
with respect to any case, proceeding, or other action commenced by or against Grantor under the
Code or comparable federal or state statute or law, provided that Beneficiary shall exercise such
right, and shall permit Grantor to exercise such right with the prior written consent of Beneficiary,
not to be unreasonably withheld or delayed, unless an Event of Default shall have occurred and be
continuing. Further, if Grantor shall-‘desire to so reject the Grourd Lease, at Beneficiary’s
request, Grantor shall assign its interest in'the Ground Lease to Beneficiary in lieu of rejecting the
Ground Lease: as described above. ‘

13.123  Grantor hereby assigns to Beneficiary, Grantor’s right to seek an
extension of the 60-day period within which ‘Grantor must accept or reject the Ground Lease
under section 365 of the Code or any comparable federal or state statute or law with respect 10
any case, proceeding or other action commenced by or against Grantor under the Code or
comparable federal or state statute or law, provided that Beneficiary shall not exercise such right,
and shall permit Grantor to exercise such right with the pricr written consent or Beneficiary, not
to be unreasonably withheld or delayed, urless an Event of Defauit shall have occurred and be
continuing. Further, if Grantor shall desire to so reject the Ground Lease, at Beneficiary’s
request, Grantor shall assign its interest in the Ground Lease to Beneficiary in liev of rejecting the
Grourd Lease as described above.

13.12.4 Grantor hereby agrees that if the Ground Lease is terminated for any
reason in the event of the rejection or disaffirmance of the Ground Lease under the Code or any
other law affecting creditor’s rights, any property not removed by Grantor as permitted or
required. by the Ground Lease, shall at the option of Beneficiary be deemed abandoned by
Grantor, provided that Beneficiary may remove any such property required-to.be removed by
Grantor within five (5) days of receipt by Grantor of an invoice for the ts and expenses-
associated with such removal.

14, Receiver or Trustee-in-Possession.

Upon taking possession of all or any part of the Trust Property, a receivggf or Tmstee or
Beneficiary or Beneficiary’s representative may:

14; Management. Use, operate, manage, control, and conduct business onthe'rmst r
Property and make expenditures for such purposes and for maintenance and improvements as in"
its judgment are necessary.
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142  Rents anngvenues Collect all rents, revenues, income, issues, and profits from
the Trust Property and apply-such sums to the expenses of use, operation, management,
maintenance, and improvement, -

143  Work in Progr_'essorConstmctlon At its option, complete any work in progress
or construction in progress on the Trust Property, and in that connection pay bills, borrow funds,

employ contractors, and rnakeany changes in scope, plans, and specifications as it deems-

appropriate.

144 Additional Indebtedness. If the revenues produced by the Trust Property are
insufficient to pay expenses, including, ~without limitation, any disbursements made by Beneficiary
- or Trustee pursuant to this Section 14.4, a receiver may borrow, or Beneficiary or Trustee may
advance, such sums upon such terms as it deems necessary for the purposes stated in this Section,
and repayment of such sums shall be secured by this Deed of Trust. Amounts borrowed or
advanced shall bear interest at 2 rate equal to the lesser of fifteen percent (15%) per year or the
highest rate permitted by applicable law. Amounts borrowed or advanced and interest thereon
shall be payable by Grantor to Beneficiary or Trustee on demand.

15. Application of Proceeds.

All proceeds realized from the exercise of the
14 shall be applied as follows:

nghts and lsi{:medies under Sections 13 and

15.1 Costs and Expenses. To pay the costs ofexerclsmgsuch rights and remedies,
including the costs of any sale, the costs and expenses of any receiver or lender-in-possession, and
the costs and expenses provided for in Section 16.5.

15.2 Indebtedness. To pay all other amounts cwed by' a.ntorpayment of which is
secured by this Deed of Trust.

153 Surplus. The surplus, if any, shall be paid to the clerk cf the ourtlnthe case of a
‘or persons legally

foreclosure by judicial or nonjudicial procesding, otherwise to the pers
entitled thereto.

16. Genera! Provisions,

16.1  Substitute Trustee. In the event of dissolution or resignation of heTrustee

Beneficiary may substitute a trustee(s) to execute the trust hereby created, and the neW trustee(s)
shall succeed to all of the powers and duties of prior trustee(s). Any new trustee shall be a title

insurance company licerised to do business in Washington or as otherwise permitted by law.

162 Deed of Trust Binding on Successors and Assiens. This Deed of Trust shallbe
binding on and inure to the benefit of the. successors and assigns of Grantor, Trustee ‘and’
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Beneficiary. If ownership of Grantor’s interest in the Trust Property becomes vested in a person
other than Grantor, Beneﬁcxa:y without notice to Grantor, may deal with Grantor’s successor
with reference to this Deed of Trust and the Note by way of forbearance or extension without
releasing Grantor from the onhgattons of this Deed of Trust or liability under the Note.

16.3 mdemruty Grantor shail hold Beneficiary and Trustee harmless from any and all
loss and expense, mcludmggb‘:‘”‘“’}no; limited to attorneys’ fees and court costs, i any suit, action,
or proceeding broughi against- Trustee or Beneficiary by a third party resulting from or
attnibutable to (2) Grantor’s owqershxp of the Trust Property, (b) Grantor’s failure to perform any
obligation hereunder, under the -::,,.:;ote or under any other loan document, (¢) Grantor’s breach of
any representation, warranty, or covenant contamed herein or in the Note or any Loan Document,
(d) Beneficiary’s ownership of the Note or (e) Trustee s interest under this Deed of Trust, except
suits, actions, and proceedings based upon a clalrn that Beneficiary or Trustee improperly entered
into the Deed of Trust or Note or loaned m@ney thereunder.

16.4 Notice. Any notice requu'ed or permitted to be given under this Deed of Trust
shall be in writing. Any notice to be gwen or document to be delivered under this Deed of Trust
shall be effective when either delivered in person or dep051ted as registered or certified mail,
postage prepaid, addressed to the party at the address first stated in this Deed of Trust. Any party
may by notice to the others designate a different address Noththstandmg the notice provisions
of this Section 16.4, any notice pursuant to exercise of the Trustee s power of sale in the event of
default shall be sufficient if such notice complies with all prevlsxons of applicable law pertaining tc
exercise of such powers of sale. , o

16.5 Expenses and Attomnevs’ Fees. If Beneﬁcxary or-Trustee shall take any action,
iudicial or otherwise, to enforce the Note or any provision of this Deed of Trust or if Beneficiary
or Trustee shall be required to appear in any proceeding to protect and maintain the priority of
title to the Trust Property (including, without limitation, in any pro"’ eding before 2 U.S.
Bankruptcy Court), Trustee or Beneficiary (or both) shall be entitled to recover frem Grantor all
expenses which it or they may reasonably incur in taking such action, mcludmg but not limited to
costs incurred in searching records, the cost of title reports and surveyors’ reports and attomeys
fees, whether incurred in a suit or action or any appeals from a judgment or_ decree therein or in
connection with nonjudicial action. Grantor shall reimburse Beneficiary or T stee (or both) for
expenszs so incurred on demand with interest, at a rate equal to the lesser }.ﬁﬁeen ‘percent

(15%) per annum or the highest rate permitted by applicable law, from the date“ of expenaiture
until repaid. -

16.6 Beneficiary’s Right to Cure. If Grantor fails to perform any obhgatlon _aequlred of
it under this Deed of Trust, Beneficiary may, withcut notice, take any steps neces sary to remedy
such failure. " Grantor shall reimburse Beneficiary for all amounts expended in so doing on demand
with interest, at a rate equal to the lesser of fifteen percent (15%) per annum or the thhest tate
permitted by applicable law, from the date of expenditure until repaid. Such action by Beneﬁcxary
shall not constitute a’waiver of the default or any other right or remedy which Beneﬁclary ma&,
have on account of Grantor’s default.
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16.7 Applicable Law. This Deed of Trust shall be governed by, and construed and
enforced in accordance with, the laws of the state of Washington, except to the extent the validity
or perfection of the secunty ‘interest hereunder, or the remedies hereunder, in respect of any
collateral are govemed by the laws of a jurisdiction other than Washington.

Statemer Grantor wii! furnish to the Beneficiary on or before minety
(90) days followmg the end of eac‘a fiscal year the current annual fiscai year unaudited balance
sheet and statements of 1 mcorne and- surplus of Grantor prepared in 2 manner acceptable to
Beneficiary which fairly represents the ﬁnancml condition of Grantor. Grantor also will fumish to
Beneficiary such interim financial statements as Beneﬁcaary may reasonably request.

16.9 Time of Essence. Txme 1s of tne essence of this Deed of Trust.

16.10 Headings. The headmgs to the sections and paragraphs of this Deed of Trust are
included only for the convenience of the parties and shall not have the effect of defining,

diminishing or enlarging the rights of the paxtxes or aﬂ‘ecnng the construction or interpretation of
any portion of this Deed of Trust. . 4

16.11 Seversbility. If any provision of this. Deed of Trust shall be held to be invalid,
illegal, or unenforceable, such invalidity, illegality; -or uncnforceabxhty shall not affect any other
provisions of this Deed of Trust, but this Deed of Trust shall be construed as if such invalid,
illegal, or unenforceable provisions had never been contamed herem If Granter consists of two
or more persons, all of the obligations, covenants and representatmns herein contained shall be
considered joint and several obligations of them. '

16.12 Entire Agreement. This Deed of Trust, the Note and the Loan Documents contain
the entire agreement of the parties with respect to the matters. covered ‘and no other previous

agreement, siatement or promise made by any party ¢o this Deed of Trust that is not contained in -
its terms or in the terms of the Note shall be binding or valid. C

IN WITNESS WHEREOF, this Deed of Trust has been duly executed by Grantor the day
and year first above written. i

“GRANTOR” i

WASHINGTON ALDER, LLC, a Washmgton hrmred llablhty
company L b

a2

l\/ﬁ/hael L. Iézobel President
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County of mw'fﬂm

On this o%.S' S day of _Leent. , 1998, personally appeared
Michezel L. Knobel,President . of Washmé. n Alder, LLC, a Washirgton limited liability

company and acknowledged the foregomg instrument, cn behalf of such company, as its voluntary
act and deed. By |

 LALSEAL Draas_A_Narwa
£ iy woRTH Notary Publicfor (S /7e
R el B My commission expires:_ ¢ 5//6 /%8
MY CAMMISL: .- APIRSBAUG. 18.1908 |
e R e et s
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EXHIBIT A

R eal Property Description

Legal Description: A leaseho[d mterest in the following:

The South 966.00 feet of Lot 3 Skaglt County Short Plat No. 7-89, approved March 1, 1989, and
recorded March2, 1989 in Volume 8 of Short Plats, pages 112 and 113, records of Skagit County,

Washington, being a portion of the Southwest /4 of the Northwest % of Section 9, township 34
North, Range 3 East, WM,

EXCEPT the East 210.00 feet thereof

AND EXCEPT any portion thereof lymg Northeasterly of 2 line drawn parallel with and 25 feet
Southwesterly of the Southwesterly bank of the exxstmg dramage ditzh maintained by Drainage
District No. 19, running along the toe of the hill. L5

SUBJECT TO AND TOGETHER WITH easemen*s reservatJons restrictions, covenants, liens
and other instruments of record.

Situated in the County of Skagit, State of Washington.

Assessor’s Property Tax Parcel Account Number(s): 3403 09:2- 05-0009

380635220067
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EXHIBIT B

. Permitted Encumbrances

Liens for taxes not. yet due or payable

Ground Lease e\ndenced by a Memorandum of Lease recorded May 15, 1998, with
Auditor No. 9805‘50005 y

A subordinated interest held by" Stéte of Washington Department of Community, Trade

and Economic DeveloPment to sncure a $780,000 indebtedness, and collateral related
thereto .
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