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ADDITIONAL
ey DEED OF TRUST, SECURITY AGREEMENT,
' ASSIGNMENT OF LEASES AND RENTS AND FIXTURE FILING

THIS ADDITIONAL DEED OF TRUST, SECURITY AGREEMENT,
ASSIGNMENT OF LEASES AND RENTS AND FIXTURE FILING (“Deed of Trust”) is
made as of the 15 day of January, 2000, by WATSON PROPERTIES, A LIMITED
PARTNERSHIP, a Washmgton limited partnership as grantor and debtor (“Grantor”),
whose address «1s . > 1810 E. Division, ~Mount  Vernon, = Washington 98274,
Attention: Edward J Watsen III, to WASHINGTON ADMINISTRATIVE SERVICES,
INC., as trustee (“Trustee”) ‘whose address is 5000 Bank of America Tower, 701 Fifth
Avenue Seattle, Washmgton 98104, for the benefit of U.S. BANK NATIONAL
ASSOCIATION, a national bankmg association, (“Bank” or “Beneficiary”), whose address
is Northwest Washmgton Cerpora‘te Banking, 1420 Fifth Avenue, 11th Floor, Post Office
Box 720 (98111-0720), Seattle Washmgton 98101.

wzzusssszH
GRANTOR HEREBY IRREV.CABLY GRANTS, BARGAINS, SELLS,
CONVEYS, TRANSFERS AND AS SIGNS

A. To Trustee, in trust, Wlth power of’ sale and right of entry and possession, all
of its present and future estate, right, title and mterest 111 and to that certain real property
located in the County of Skagit, State of Washmgton as-more particularly described in
Exhibit A attached hereto and made a part hereof, mcludmg all easements and rights used
in connection therewith or as a means of access the:reto together with all right, title and
interest that Grantor now has or may hereafter acquire m

1. All income, rents, royalties, revenue issues, proﬁts and proceeds
from any and all of such real property, subject, however, to the nght power and authority
hereinafter conferred upon Beneficiary or reserved to Grantor to collect and apply such
income, rents, royalties, revenue, issues, profits and proceeds. o

2. All deposits or other security or advance payments, mc udmg rental
payments, made by or on behalf of Grantor to others with respect to (1) utlhty service for
all or any part of said property or any improvements thereon, (ii) insurance pohcles relatmg
to said property or any improvements thereon, and all claims or demands relatmg to.
insurance, (iit) cleaning, maintenance, repair or similar services for said property or any’:'

part thereof or any improvements thereon, and (iv) rental of equipment used in th
operation of any part of said property or any improvements thereon. T
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3. All fixtures now or hereafter affixed to such real property, including

“ all burldmgs structures and improvements of every kind and description now or hereafter
:_f:;:-ﬁerected or placed thereon, and any and all machinery, motors, elevators, boilers, equipment

ff(mc]udmg, without limitation, all equipment for the generation or distribution of air, water,
heat, electrlc:lty, light, fuel or refrigeration or for ventilating or air-conditioning purposes or
for sanltary or dramage purposes or for the removal of dust, refuse or garbage), partitions,
apphances furnlture furnishings, building service equipment, building materials, supplies,
kitchen equlpment drshwashers microwave ovens, ranges, refrigerators, cabinets, washers,
dryers and other laundry room equipment, radios, televisions, television and radio antenna
systems, 1nclud1ng satellite dish antennas, electronic audio/visual equipment, computers,
software, awnings, wmdow shades, venetian blinds, drapes and drapery rods and brackets,
screens, carpeting and other Mloor coverings, lobby furnishings, games, athletic and
recreational equrpment sw1mmmg pool equipment, sprinklers and sprinkler equipment,
any and all trees, plants shrubs and other landscaping, trash compactors, garbage
dumpsters, incinerators and other property of every kind and description now or hereafter
placed, attached, affixed or mstalled in such buildings, structures or improvements (but
excludrng personal property owned by tenants of such real property), and all replacements
ﬁxtures whether now or hereafter placed thereon being hereby declared to be real property
and referred to hereinafter as the “Improvements ”

4. All damages, royaltles and .revenue of every kind, nature and
description whatsoever that Grantor may be entrtled to receive from any person or entity
owning or having or hereafter acquiring a- rlght to the oil, gas or mineral rights and
reservations of such real property, with the rrght in. Beneﬁc1ary to receive and receipt
therefor and apply the same to the indebtedness secured hereby either before or after any
defaunlt hereunder, and Beneficiary may demand, sue for and recover any such payments
but shall not be required so to do. S

3. All proceeds and claims arising on . account of any damage to or
taking of any part thereof, and all causes of action and recovenes “for any loss or
diminution in the value of such real property or the Improvements

6. All licenses (including but not limited to any operatmg 11censes or
similar matters) contracts, management contracts or agreements, ﬁanchlse agreements
permits, authorizations or certificates required or used in connection with' the ownershlp of,
or the operation or maintenance of, the Improvements. o

7. All governmental permits relating to construction, all names underzf’

or by which the Improvements or other real property may at any time be operated Or

known, and all rights to carry on business under any such names or any variant thereof
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8. All of Grantor’s rights further to encumber said property for debt.

47 ... All of the property conveyed or intended to be conveyed to Trustee in
-Paragraph A above 1s hereinafter referred to as the “Real Property.”

“u B To Beneﬁ(:lary, as secured party, a security interest in any portlon of the
Real Property owned by Grantor which may be construed to be personal property and in all
other personal: prOperty of every kind and description, whether now existing or hereafter
acquired and owned by Grantor, now or at any time hereafter attached to, erected upon,
situated in or upon forrnmg a part of or appurtenant to and which is used or useful in the
construction or operatlon of or in connection with, or arising from the use or enjoyment of
all or any portion of or from any lease or agreement pertaining to, the Real Property,
including: Tt g T

1. All water rlghts appurtenant to the Real Property, all water permits
and applications together w1th all pumpmg and distribution equipment, plants, pipes and
flumes, all shares of stock or other ev1dence of ownership of any part of the Real Property
that 1s owned by Grantor in common wrth others, and all documents of membership in any
owners’ or members’ association or srmrlar .group having responsibility for managing or
operating any part of the Real Property

2. All plans and specrﬁcatlons prepared for construction of the
Improvements and all studies, data and drawings’ related thereto; and also all contracts and
agreements of Grantor relating to the aforesaid plans and specifications or to the aforesaid
~studies, data and drawings, or to the construotlon of Improvements

3. All furniture, furnishings, equlpment maehmery, fixtures, inventory,
household appliances, goods, accounts, investment property, as defined in the Washington
Uniform Commercial Code, general intangibles, documents, mstrurnents and chattel paper,
and all other personal property of every kind and descnptlon |

4. All records and data related to anyproperty herein described,
whether in the form of a writing, photographs, microfilm, mrcroﬁche or. eleotronlc media,
together with all of Grantor’s right, title and interest in and to- all” computer software
required to utilize, create, maintain and process any such records or data or electronlc
media. » e

5. All substitutions, accessions, additions and replacementstoanyof |
the foregoing.

6. All proceeds of any of the foregoing property, mcludlng, Wrthout
limitation, proceeds of any voluntary or involuntary dlSpOSlthIl or claim respecting any

PADRS\DRS18I™ o od/m}os

mgUEAY

Kathy Hill, Skagit County Auditor
2/2/2000 Page 6 of 42  3:18:41PM



| *‘snch property (pursuant to judgment, condemnation award or otherwise) and all goods,

W ":doeuments general intangibles, chattel paper and accounts, wherever located, acquired

é_;WIth eash proeeeds of any of the foregomg or proceeds thereof.

| All of the property assigned or transferred or intended to be assigned or transferred
to Beneﬁ(;lary n Paragraph B. above is hereinafter referred to as the “Personal Property.”

All of the Real Property and the Personal Property is referred to herein collectively

7,

as the “Property

TO HAVE AND T. HOLD said Property bargamed and described, together with
all and singular the lands fenements, privileges, water rights, hereditaments and
appurtenances thereto be}ongrng or in anywise appertaining, and the reversion and
reversions, remainder and remainders, rents, issues and profits thereof, and all of the estate,
right, title, claim and demands whatsoever of Grantor, either in law or in equity, of, in and
to the above-bargained Property forever as security for the faithful performance of the
obligations under the Note seeured hereby and as security for the faithful performance of
each and all of the covenants, agreements terms and conditions of this Deed of Trust,

G

FOR THE PURPOSE OF SEC._

ONE: Payment of the 1ndebtedness evidenced by that certain Promissory Note
dated March 9, 1998, and any renewals, exten51ons or modlficatlons thereof in the original
principal amount of Twelve Million Two Hundred Flfty Thousand and No/100 Dollars
($12,250,000) executed by Grantor and dehvered to’ Beneﬁelary (the “Note”) together with
the interest thereon, fees and late charges as prov1ded by the Note which is made a part
hereof by reference. = »

TWO: Payment of such further sums as Grantor or any suocessor in ownership
hereafter may borrow from Beneﬁerary when evrdeneed by another note or notes reciting it
any successor In ownership together with all extensmns renewals mod1ﬁeat10ns
amendments and replacements thereto. ] e

THREE: Payment of all other moneys herein or in the Note agreed or. provrded to
be paid by Grantor and such further sums as may be advanced or loaned by B "”"""'*ﬁe_lary to
Grantor pursuant to the terms hereof. e i

FOUR: Performance of each agreement of Grantor herein contarned or contarnedfi .

in any other agreement given by Grantor to Beneficiary, including, without llmltanon that’

certain Loan Agreement dated March9, 1998, as amended by Loan Mod1ﬁcatro‘"
Agreement and Consent of Guarantors of even date herewith (the “Amendment:'
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"(collectxvely, the “Loan Agreement”) gwen by Grantor to Beneficiary, that certain Deed of
-~ Trust, Security Agreement, Assignment of Leases and Rents and Fixture Filing executed
by Grantor in favor of Beneficiary encumbering certain real and personal property therein

fl-,.deﬁned ‘recorded March 10, 1998, in the official records of Skagit County, Washington,
under Skaglt County Recording No. 9803100096, as amended by Amendment to Deed of
Trust Securlty ‘Agreement, Assignment of Leases and Rents and Fixture Filing to be
recorded” cencurrently herewith in the official records of Skagit County, Washington
(collectlvely, the “1998 Deed of Trust”) and that certain Assignment of Leases and Cash
Collateral executed by Grantor as Assignor in favor of Beneficiary as Assignee recorded
March 10, 1998,-in the “official records of Skagit County, Washington, under Skagit
County Recordrng No. 9803100097 as amended by Amendment to Assignment of Leases
and Cash Collateral to be recorded concurrently herew1th in the official records of Skagit

™

FIVE: Payment and perfoimance of each agreement now or hereafter entered into
by Grantor n connectron w1th any 1nterest rate swap or other contract entered into by

under the Note.

GRANTOR REPRESENTS ALLEGES WARRANTS COVENANTS AND
AGREES AS FOLLOWS:

1.01. Performance of Note, Deed of Trust, andOtherLoan Documents.

Grantor will pay the principal, interest, fees and other charges of every nature
payable under the Note, according to its terms, and will perform and comply with each and
every term, covenant and condition hereof, and of the Note, the 1998 Deed of Trust, the
1998 Assignment of Leases and the Loan Agreement. R

1.02.  Warranty of Title.

Grantor represents and warrants that at the time of the dehvery'offé:tms Deed of
Trust, (1) Grantor is lawfully possessed and is the owner in fee simple of” the Property,
(i) the Property is free and clear of any deed of trust, mortgage, lien, charge or
encumbrance thereon or affecting the title thereto prior to this Deed of Trust, and none will’
be created by Grantor during the term of this Deed of Trust except upon such terms and"'f
conditions as may be satisfactory to Beneficiary; (iii) Grantor has good right to make this'
Deed of Trust; (iv) Grantor has good and absolute title to all existing Personal Property,
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and has good right, full power and lawful authority to convey and encumber the same in

o ":the manner and form conveyed and encumbered hereby; that the same is free and clear of

’E_;all liens, charges, and encumbrances whatsoever, including, as to the Personal Property and
:"-ﬁxtures securlty agreements, conditional sales contracts and anything of a similar nature
and none superlor to this Deed of Trust will be created or suffered to be created by Grantor;
(v) there 18 no ﬁnancmg statement covering the Property, or any part thereof, on file in any
public ofﬁce and (v1) Grantor will warrant and forever defend the title to the Property
against the clalms of all person whomsoever

1.03. T aXDepOSItS

Upon demand by ‘_t___eneﬁcrary, Grantor will pay to Beneficiary on the first day of
each month, an amount' for real and personal property taxes, assessments and other
governmental or publlc eharges affeetmg the Property, insurance premiums and other
stmilar charges (mcludlng any amounts which may become payable by Grantor pursuant to
Paragraph 1.05 hereof) as reasonably estimated by Beneficiary to be sufficient to allow the
payment at least thirty (30) days __before they become due, of all taxes, assessments,
insurance premiums and other- snnllar ""charges against the Property. The arrangement
provided for in this Paragraph 1. 03 is solely for the added protection of Beneficiary and
entails no responsibility on Beneﬁ01ax..,,..--‘ﬁs.~part beyond the allowing of due credit, without
payment of interest or income to Grantor, unless specifically required by law, for the sums
actually received by it. Those sums recéived, but not.immediately required for payment of
the items set forth above, may be invested or’ otherwwe used by Beneficiary without
payment to or on behalf of Grantor until such’ tnne as payment of the items set forth above
1s required. Upon demand of Beneficiary, Grantor shall promptly deliver to Beneficiary
such additional sums as are necessary to make up any deﬁmency in the amount necessary
to pay such taxes, assessments, insurance premiums and other similar charges in a timely
manner together with all interest on all such sums so expended by Beneficiary from date of
expenditure at a floating interest rate equal to the Prime Rate’ (as defined in the Note) plus
five percent (5%) per annum until paid in full. Upon assrgnment of thls Deed of Trust by
Beneficiary, any funds on hand shall be turned over to the assignee and any responsibility
of the assignor with respect thereto shall terminate. Each transfer of the Real Property
shall automatically transfer to the grantee all rights of the grantor Wlth respect to any funds
accumulated hereunder.

Beneficiary agrees that such payments need not include real and person”"l ;eproperty
taxes, assessments and other governmental or public charges affecting thé. Property or
insurance premiums as provided in this paragraph 1.03 unless and until an Event of Default
occurs under this Deed of Trust (whether or not such default is subsequently cured) If an’
Event of Default occurs under this Deed of Trust, Bank may apply all sums held by Bank
under this Paragraph 1.03 to cure such defaults. s
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1.04.  Taxes, Liens and Other Charges.

Grantor will pay when due:

F - (a) All taxes, assessments and other governmental or public charges
affectlng the Property, 1nclud1ng assessments on appurtenant water stock, and any accrued
interest, cost ‘and/or penalty thereon and upon request by Beneficiary will submit receipts
therefor to. leneﬁcrary promptly followmg payment;

-:..:(All encumbrances (including any debt secured by deeds of trust),
ground rents, hens and/or charges with interest, on the Property or any part thereof which
appear to be prior, superlor orona parlty hereto, and all costs and fees related thereto;

(c) All charges for utilities or services, including, but not limited to,
electricity, gas, sewer and Water -

(d) All costs fees and expenses of this Deed of Trust, including cost of
evidence of title, Trustee’s fees and attorneys fees in connection with sale pursuant to
Paragraph 2.01 (whether completed or not) together with interest from and after ten (10)
days following demand for repayment ata’ floating interest rate equal to the Prime Rate (as
defined in the Note) plus five percent (5 %) per annum unt11 paid in full; and

(e) Grantor may, in good faith; contest by proper legal proceedings, and
at 1ts own expense, the validity or amount of any such tax, assessment or governmental
charge, provided that Grantor shall deposit Wlth Beneﬁ01ary a sum which shall be at least
ten percent (10%) greater than the amount so contested (unless the contested amount has
been paid in full or is not yet due) and also, from trme to tlme ‘on demand of Beneficiary,
such additional sums as may be reasonably required to' cover 1nterest or penalties accrued
or to accrue on any such item or items, and Beneficiary 1 may upon: reasonable notice to
Grantor pay such contested item or items out of any sums so deposﬂted in case of undue
delay in the prosecution of such proceedings, or if the protectron of the Property or of
Beneficiary’s interest therein shall, in the reasonable judgment of leneﬁc1ary, require such
payment. On default under this Paragraph 1.04(e) Beneficiary may, at 1ts option, pay, or
pay out of reserves accumulated under Paragraph 1.03, any such sums, w1thout waiver of
any other right of Beneficiary by reason of such default of Grantor, and Beneﬁcrary shall
not be liable to Grantor for a failure to exercise any such option. o .

Grantor’s obligations under subparagraph (a) above shall be deemed satrsﬁed if
Grantor has promptly and properly paid all of such amounts to Beneficiary pursuant to and
otherwise in compliance with, Paragraph 1.03 hereof. \ o
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" 1.05. Further Taxes.

.In the event of the passage, after the date of this Deed of Trust, of any law
iedmtmg from the value of the Property for the purposes of taxation any lien thereon, or
ehangmg in any way the laws now in force for the taxation of deeds of trust or debts
secured by deeds of trust, except for the imposition of any tax upon the gross or net income
from such debts or the manner of the collection of any such taxes, so as to adversely affect
the Beneﬁmary s mterest in this. Deed of Trust, or imposing payment of the whole or any
portion of any taxes assessments or other similar charges against the Property upon
Beneficiary, the mdebtedness secured hereby shall immediately become due and payable at
the option of Beneﬁc1ary, prov1ded however, that such election by Beneficiary shall be
ineffective if such law elther {(a) shall not impose a tax upon Beneficiary nor increase any
tax now payable by Beneﬁcmry, or (b) shall impose a tax upon Beneficiary or increase any
tax now payable by Beneﬁc:lary and prior to the due date of such tax: (i) Grantor is
permitted by law and can. beeome legally obligated to pay such tax or the increased portion
thereof (in addition to all 1nterest and other charges payable hereunder and under the Note)
without exceeding the limits 1mposed by apphcable interest rate laws; (i1) Grantor does pay
such tax or increased portion; and’ (111) Grantor agrees with Beneficiary in writing to pay, or
retmburse Beneficiary for the payment of, any such tax or increased portion thereof when
thereafter levied or assessed against the Pr0perty or any portion thereof. The obligations of
Grantor under such agreement shall be. secured hereby.

1.06. Insurance.

(a) Grantor will at all tzmes pr0v1de, mamtam and keep 1n force or cause
to be provided, maintained or kept in force: o

(1) Builder’s risk i insurance msurlng agamst loss or damage from
such causes of loss as are embraced by insurance poheles of the type now known as
“Bu11der S RISk property insurance (written on an “all nsk or. open perlls basis),
and earthquake coverage to agreed limits, all in form and substanee acceptable to
Beneficiary and (i) as to property then subject to Restoratlon (as defined
Section 1.07(b)) or any restoration accomplished in connection with a C@ndemnatlon n an
amount not less than the full replacement cost of such property, and- (11) as _to any
mmprovements then being constructed, in an amount not less than the cempleted 'falue on a
non reporting form, of the additional improvements then being constructed prov1ded
however, that such insurance shall be required only during any period of Restoratlen or any.
restoration accomplished in connection with a Condemnation, or any. perled of
construction of any improvements; |
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(11)  Policies of insurance insuring the Property against loss or

":damage by fire and lightning; against loss or damage by other risks embraced by coverage
‘_j;fof the type now known as the broad form of extended coverage, including, but not limited

to, riot-and ‘civil commotion, vandalism and malicious mischief: and against such other
risks or hazards as Beneficiary from time to time reasonably may designate in an amount
sufficient to- prevent Beneficiary or Grantor from becoming a co-insurer under the terms of
the apphcable pohmes but in any event in an amount not less than 100% of the then full
replacement cost of the Improvements (exclusive of the cost of excavations, foundations
and footings below the lowest basement floor) and Personal Property without deduction for
physical deprec1atlon %

(111) _...Policies of insurance insuring the Property against the loss of
“rental value” of any burldmg“‘"whlch constitutes a part of the Improvements on a “rented or
vacant basis” arising out of the perﬂs insured against pursuant to subparagraph (a) above in
an amount equal to twere months gross “rental value” of the Improvements with co-
msurance in such percentage as may be ‘acceptable to Beneficiary. “Rental value” as used
herein is defined as the sum of (a) the total anticipated gross rental 1ncome from tenant
obligation of tenants and whlch Would othemlse be the obligation of the Grantor, and
(c) the fair rental value of any portlon of such buildings which are occupied by Grantor.
The proceeds of such insurance shall bé, ass1gned to Beneﬁc1ary, to be applied in payment
of the indebtedness evidenced by the Note secured by this Deed of Trust to each
installment as they come due, insurance premmms taxes, assessments and private
impositions until such time as the buildings' shall have been restored and placed in full
operation, at which time, provided Grantor is not then in default under this Deed of Trust,
the balance of such insurance proceeds, if any, held by Beneﬁc1ary shall be returned to
Grantor; o ¢

(iv)  Flood insurance upon the Property in. the event that such
insurance is available pursuant to the provisions of the Flood Dlsaster Protection Act of
1973 or other applicable legislation (Beneficiary reserves the right to require that Grantor
secure flood insurance in excess of the amount provided by the Flood Drsaster Protection
Act of 1973 1f such insurance is commercially available at a reasonable premlum up to the
amount provided in Paragraph 1.06(a)(1) hereof) i, :

(v) Boiler and pressure vessel insurance, 1nclud1 g a1r tanks
pressure piping and major air conditioning equipment, provided any- bulldlng Wthh
constitutes a part of the Property contains equipment of the nature ordinarily” covered by
such insurance, in such an amount as Beneficiary may reasonably require; T

(vi)  Commercial general liability insurance (full form personal

injury and broad form property damage) against claims for personal injury (mcludlng,

.
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-‘%’W1thout Himitation, bodily injury or death) and property damage liability with a coverage
& "hmlt aeceptable to Beneficiary. Such insurance coverage shall be issued and maintained

E_;:-on an “occurrence” basis. Beneficiary shall be named as an additional insured thereunder,
“and Beneﬁmary shall have the right from time to time to require the coverage limits,
thereunder to be 1ncreased upon not less than thirty (30) days prior notice to Grantor;

, . (vit) In the event Grantor or any partner of Grantor obtains an
env1ronmental property lability 1nsurance policy, Beneficiary shall be named as an
additional insured thereunder

(V111) + Such other insurance, and in such amounts, as may from time
to time be reasonably reqmred by Beneficiary against the same or other insurable hazards
which at the time are commonly insured against in the case of premises similarly situated,
due regard being glven to the helght and type of buildings thereon and their construction,
use and occupancy. .

(b) All pohcres of 1nsurance required under this Paragraph 1.06 shall be

...... Beneﬁcmry, shall be subject to the approval of

Beneficiary as to amount, content form and expiration date, shall contain a
Noncontributory Standard Mortgagee Clause and the Lender’s L.oss Payable Endorsement
(Form 438 BFU NS), or their equ1valents in favor of Beneficiary, and shall provide that
the proceeds thereof shall be payable to- leneﬁmary Beneficiary shall be furnished with
the original of each policy or certificates thereof requlred to be provided by Grantor
hereunder, which policy shall provide that it shall not be modified or cancelled without
thirty (30) days’ written notice to Beneficiary." At least thtrty (30) days prior to expiration
of any policy required to be provided by Grantor ‘hereunder, Grantor shall furnish
Beneficiary appropriate proof of issuance of a pohcy eontlnumg in force the insurance so
expiring. Grantor shall furnish Beneficiary receipts for-the payment of premiums on such
insurance policies or other evidence of such payment reasonahly sat1sfactory to Beneficiary
in the event that such premiums have not been paid to Beneﬁcrary pursuant to
Paragraph 1.03 hereof. In the event that Grantor does not depos1t W1th Beneficiary a new
policy of insurance with evidence of payment of premium theréon. at Jeast thirty (30) days
prior to the expiration of any expiring policy, then Beneﬁcmry may, but shall not be
obligated to, procure such insurance and pay the premiums therefor and. Grantor agrees to
repay to Beneficiary the premiums thereon promptly on demand, together Wlth interest
thereon at a floating interest rate equal to the Prime Rate (as defined in the- ote)i'r.'plus five
percent (5%) per annum until paid in full. |

| (c) In the event of any loss or damage to the Property, all proceeds of
insurance (the “Insurance Proceeds”) shall be payable to Beneficiary, and Grantor. hereby“"z'f

authorizes and directs any affected insurance company to make payment of the InSurance

Proceeds directly to Beneficiary. The application or release by Beneficiary of any

-10- PADRSDRSTSI™ * 00/01/08
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- Insurance Proceeds shall not cure or waive any default or notice of default hereunder or
S 1nv ahdate any act done pursuant to such notice.

w (d) In the event of the foreclosure of this Deed of Trust or other transfer
of . the t1t1e to the Property in extinguishment, in whole or in part, of the indebtedness
secured hereby, all right, title and interest of Grantor in and to any insurance policy, or
premlums or payments in satisfaction of claims or any other rights thereunder then in force,
shall pass.to’ the purchaser or grantee notwithstanding the amount of any bid at such
foreclosure sale. Nothrng contained herein shall prevent accrual of interest as provided in
the Note or the Loan Agreement on any portion of the principal balance due under the Note
or the Loan Agreement until such time as the Insurance Proceeds are actually received and
applied to reduce the prrncrpal balance outstanding.

1.07. Restoratlo‘fn.

(a) After the happenlng of any casualty to the Property whether or not
required to be insured agamst under the policies to be provided by Grantor hereunder,
Grantor shall give prompt written notlce thereof to Beneficiary generally describing the
nature and cause of such casualty and the extent of the damage or destruction to the

(b)  Grantor hereby assigns to Beneficiary all Insurance Proceeds which
Grantor may be entitled to receive. In the event of* any damage to or destruction of the
Improvements, then, provided there is not an: Event of Default under the Note, the Deed of
Trust or any of the Loan Documents (as deﬁned in_the Note) and Beneficiary has
determined that its security has not been impaired, Grantor shall commence and diligently
pursue to completion in accordance with this Sectlen 1. 07 the repair, restoration and
rebuilding of any portion of the Property that has been partlally damaged or destroyed in
full compliance with all legal requirements and to the samé condttron character and at least
equal value and general utility as nearly as possible to that exrstrng prlor to such damage or
destruction (the “Restoration™), and Beneficiary shall hold" and drsburse the Insurance
Proceeds (less the cost, if any, to Beneficiary of recovering and | paymg out such proceeds
(including, without limitation, attorneys’ fees and expenses, adjuster fees and fees
incurred in Beneficiary’s performance of its obligations hereunder)) (the “Net Insurance
Proceeds”) in the manner hereinafter provided (except as set.’ forth in
Paragraph 1.06(a)(ii1)), to the Restoration. In the event that the Property--*l_ "'substantrally
destroyed or Beneficiary has determined that its security has been- lmparred “the
Beneficiary may, at its option, apply the Net Insurance Proceeds to the reductlen of the
indebtedness evidenced by the Note and secured by this Deed of Trust in such order as
Beneficiary may determine and, at Beneficiary’s option and in its sole dlscretlon
Beneﬁcrary, may declare the entire indebtedness secured hereby immediately due and
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e (c) In the event the Net Insurance Proceeds are to be used for the
é_gRestoratlon Grantor shall, prior to disbursement of any Net Insurance Proceeds for any
“work in’ connection with the Restoration (the “Work™), deliver or furnish to Beneficiary
(1) complete plans and specifications for the Work which (A) have been approved by all
governmental authorities whose approval is required, (B) bear the signed approval of an
architect’ satlsfactory to Beneficiary (the “Architect”) and (C)are accompanied by
Architect’s 51gned estlmate of the total estimated cost of the Restoration. Such plans and
specifications shall be- subject to Beneficiary’s approval, which approval shall not be
unreasonably . W1thheld (the “Approved Plans and Specifications™); (i1) the amount of
money which, as determmed by Beneficiary, will be sufficient when added to the Net
Insurance Proceeds, if any, to pay the entire cost of the Restoration (all money as held by
Beneficiary is referred to herein as the “Restoration Funds™); (iii) copies of all permits and
approvals required by: law n connectlon with the commencement and: conduct of the
Restoration; and (iv)a contract for construction executed by Grantor and a contractor
satisfactory to Beneficiary (the “Contractor ’) in form, scope and substance satisfactory to
Beneficiary (including the customary ,retentlon) for performance of the Work.

(d) After commencmg the Work, Grantor shall perform or cause
Contractor to perform the Work dl@hg\e_ntly and 1n good faith in accordance with the
Approved Plans and Specifications ajS‘p?oved by Beneficiary. So long as Grantor is not in
default under any of the Loan Documents, Beneficiary shall disburse the Restoration Funds
in increments to Grantor or as Grantor may. dlrect from time to time as the Work
progresses, to pay (or reimburse Grantor for) the costs. of the Restoration, but subject to the
following conditions, any of which Beneficiary may walve n 1ts sole discretion:

(1) Beneficiary shall make such payments only upon not less
than ten (10) days’ prior written notice from Grantor to ]eneﬁc1ary and Grantor’s delivery
to Beneficiary of (A) Grantor’s written request for payment (a "‘Request for Payment”)
accompanied by a certificate by Architect in form, scope and substance satisfactory to
Beneficiary which states that all of the Work completed to’ that date has been done in
compliance with the Approved Plans and Specifications and in accordance with all
provisions of law, that the amount requested has been paid or is then due and payable and
1s properly a part of the cost of the Restoration and that when added to all sums, if any,
previously paid out by Beneficiary, the requested amount does not exceed the value of the
Work done to the date of such certificate; (B) evidence satisfactory to Benef 'clary that
there are no construction or similar liens for labor or material supplied in- connection with
the Work to date or that any such liens have been adequately provided for to- ]eneﬁmary s
satisfaction; and (C) evidence satisfactory to Beneficiary that the balance of the Restoratlon

Funds remaining after making the payments shall be sufficient to pay the balance of the"'z'

cost of the Restoration not completed to date (giving in such reasonable defgall &
Beneficiary may require an estimate of the cost of such completion). Each Request for:

TR MR
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- -‘”Payment shall be accompanied by waivers of liens satisfactory to Beneficiary covering that
ey '”part of the Work previously paid for, if any, and by a search prepared by a title company or

by K_otherr....ey_ldence satisfactory to Beneficiary that no construction liens or other liens or
-in:strﬁme‘ﬁts' “for the retention of title in respect of any part of the Work have been filed
agamst the Property and not discharged of record and that no encumbrance exists on or
affecting the Property other than encumbrances, if any, which are set forth in the title
policy 1ssued to leneﬁmary insuring the lien of thlS Deed of Trust; and

(11) Any Request for Payment after the Restoration has been
completed shall be accomparned by a copy of any certificate or certificates required by law
to render occupancy of the Improvements legal. -

(e) v Upon” ‘B"en'eﬁciary s receipt of the certificate of occupancy for the
Improvements and other customary evidence requested by Beneficiary that the Restoration
has been completed and. the.costs thereof paid.an full, and satisfactory evidence that no
mechanic’s or similar 11ens for labor or material supplied in connection with the
Restoration are outstanding agamst the Property and Benefictary’s disbursement under the
final Request for Payment, and prov1ded that Grantor is not then in default under any of the
Loan Documents (as defined in the Note), leneﬁcrary shall pay any remaining Restoration
Funds then held by Beneficiary to ‘Grantor; provided, however, nothing contained herein
shall prevent Beneficiary from applymg at any time the whole or any part of the
Restoration Funds to the curing of any Event of Default under the Loan Documents..

(f) If (i) within sixty (60): days after f'the occurrence of any damage or
destruction to the Property requiring Restoration, Grantor fails to submit to Beneficiary and
receive Beneficiary’s approval of plans and speelﬁcatlons or fails to deposit with
Beneficiary the additional amount necessary to accomphsh the Restoration as provided in
Paragraph 1.07(c), or (i1) after such plans and specrﬁoatrons are approved by all such
governmental authorities and Beneficiary, Grantor fails to ‘commence promptly or
diligently continue to completion the Restoration, or (iii) Gra.ntor becomes delinquent in
payment to mechanics, materialmen or others for the costs 1ncurred in.connection with the
Restoration, then, in addition to all of the rights herein set forth, Beneﬁ01ary may apply the
Restoration Funds then or thereafter held by Beneficiary to reduce the unpald indebtedness
secured hereby in such order as Beneficiary may determine, and" at Beneﬁerary s option
‘and 1in 1ts sole discretion, Beneficiary may declare the entire mdebtedness secured hereby
immediately due and payable. » |

(g2) In the event that Beneficiary applies all or any port1on\ of the
Restoration Funds to reduce the unpaid indebtedness secured hereby as prowded in- thlsf’
Paragraph 1.07, after payment in full of all sums secured hereby, any remammg"f
Restoration Funds shall be paid to Grantor. A
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_1_1.08. Condemnation.

i Should the Property or any part thereof be taken or damaged by reason of any
pubhc 1mprovement condemnation proceeding, or conveyance in lieu thereof, or in any
other manner, Beneficiary shall be entitled to all compensation, awards and other payments
or rehef therefor and shall be entitled, at its option, to commence, appear in and prosecute
in its own name any action or proceeding. Grantor shall have the right, with the prior
written consent of the Beneﬁcrary, to make a compromise or settlement in connection with
such taking or damage All such compensation, awards, damages, rights of action and
proceeds (the. “Condemnatron Proceeds™) are hereby assigned to Beneficiary, who shall,
after deducting therefrom all its reasonable expenses, including attorneys’ fees, apply or
release the Condemnatlon Proceeds with the same effect as provided in Paragraph 1.07
above with respect to’ d1sposrtlon of msurance proceeds other than rent insurance proceeds;
provided, that if such Condemnatron Proceeds are to be utilized for restoration of the
Property and there are any excess Cendemnatlon Proceeds after application thereof to the
restoration of the Property, leneﬁc1ary shall be entitled to apply such excess to the
reduction of any indebtedness outstandlng under the Note. Grantor agrees to execute such
further assignments of the Condemnatron Proceeds as Beneficiary may require.

Nothing contained herein shal prevent the accrual of interest as provided in the
Note on any portion of the Condemnatzon Proceeds to be applied to the principal balance
due under the Note until such Condemnation Proceeds are actually received and applied.

1.09. Care of the Property.

Grantor will:

(a) Keep the Property in good cond1t1on and repalr and not commit or
permit any waste or deterioration of the Property; P e

(b) Not remove, demolish or substantlally alter any portion of the
Property, except as approved in writing by Beneficiary and except such alteratrons as may
be required by laws, ordinances or regulations of governmental authorrtres o

() Comply with all laws, ordinances, rules, regulatwns and orders of
governmental authorities now or hereafter affecting the Property " or’ requmng any
alterations or improvements to be made thereon, and perform all of its obhgatlons under
any covenant, condition, restriction or agreement of record affecting the Property, N

(d)  Complete promptly and in good and workmanlike manner any

“portion of the Property which may be constructed hereafter, and promptly restore in-like

manner as obligated in Paragraph 1.07, any portion of the Property which may be darnaged,_{'
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| or destroyed and pay, when due, all costs incurred and claims for labor performed and
A ‘z'materlals furnished therefor;

(e) Not cornmlt suffer or permit any act to be done in, upon or to the
Property in Vrolatlon of any law or ordinance or any covenant, condition or restriction
affee{trng the Rro_perty,

(f) Do any and all acts which, from the character or use of the Property,
may be reasonably necessary to protect and preserve the security of Beneficiary, the
specific enumeratrons hereln not excluding the general;

(g) Not pe» jt any construction liens against the Property;

(h) Not take or perm1t to be taken any actions that might 1nvahdate any
insurance carried on the Property,

i) Mamtam e full force and effect all licenses (including but not
limited to any operating licenses ¢ or srmxlar matters) required or perm1tted in the operation
of the improvements on the Real Prc)perty

1.10. Further Assurances.

If required by Beneficiary at any time- durmg the term of this Deed of Trust,
Grantor will execute, acknowledge and delwer to ]eneﬁmary, m form satisfactory to
Beneficiary, such chattel mortgages, securlty -agreements or other similar security
instruments, in form and substance satistactory to Beneﬁcrdry, coverlng all property of any
kind whatsoever owned by Grantor or in which Grantor has any interest which, in the sole
opinion of Beneficiary, 1s required to perfect the secunty 1r1terests intended to be created in
the real and personal property described in this Deed of Trust or whlch is essential to the
operation of the Real Property covered by this Deed of Trust Grantor shall further, from
time to time, within 15 days after request by Beneﬁcrary, exeeute acknowledge and deliver
any financing statement, renewal, affidavit, certificate, contmuatron statement or other
document as Beneficiary may request in order to perfect, preserve eontmue extend or
maintain the security interest under, and the priority of, this Deed of Trust and the priority
of such chattel mortgage or other security instrument as a first lien. Grantor farther agrees
to pay to Beneficiary on demand all costs and expenses incurred by Beneﬁcrary n
connectton with the preparation, execution, recording, filing and reﬁhng of. any ‘such
instrument or document including the charges for examining title and the attorney S fee for
rendering an opinion as to the priority of this Deed of Trust and of such chattel mortgage or
other security instrument as a valid first and subsisting lien. However, neither a request SO’
made by Beneficiary nor the failure of Beneficiary to make such request shall be construed

as a release of such Property, or any part thereof, from the conveyance of title by this’ Degd: !
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E’of Trust 1t being understood and agreed that this covenant and any such chattel mortgage,

'“sec'unty agreement or other similar security instrument, delivered to Beneficiary, are

ﬁ.;icumulatwe and given as additional security. Any breach of such security agreement shall
" 'constrtute an ‘Event of Default under this Deed of Trust.

111Leases and Other Agreements Affecting the Property.

(a) " Grantor shall not lease all or any portion of the Property without the
prior wrrtten consent of Beneﬁc:lary

(b) If requested by Beneficiary, each lease of any portion of the Property
approved by Beneﬁerary shall be assigned to Beneficiary by an assignment of same in
recordable form and: notlce of sueh assignment given to the tenant or tenants thereunder as
may be required by Beneﬁcrary;si;,.é

(c) Any agreement to pay leasing commissions shall be absolutely
subordinate to this Deed of" Trust and shall provide that the obligation to pay such
commission will not be enforceable agarnst any party other than the party who entered into
such agreement. <

| (d) Grantor shal] fully comply w1th all of the terms, conditions and
provisions of all approved leases on the Real Property so that the same shall not become in
default and shall do all that is needful and ecnsrstent with the exercise of reasonable
business judgment to preserve all said Ieases 1 rn force Iy

(e) Save and except for taxes and assessments provided to be paid by
Grantor as specified in Paragraphs 1.03 and 1.04 hereof Grantor will not create or suffer or
permit to be created, subsequent to the date of the exeeutron and dehvery of this Deed of
Trust, any lien or encumbrance which may be or become supenor to any lease affecting the
Real Property except such as have been disclosed to and. approved by Beneficiary in
writing upon such terms and conditions as may be satlsfactory te Beneﬁcrary

1.12.  Expenses.

(a) Upon election of either Beneficiary or Trustee so to do uemployment

of an attorney is hereby authorized and Grantor shall pay all attorneys fe’?" S
expenses, including expenses of retaking, holding, preparing for sale or selhng ‘_(1nclud1ng
cost of evidence or search of title) in connection with any action or actions which - may- be
brought for the foreclosure of this Deed of Trust and/or for possession of the Preperty'
and/or for the protection of or the defense of the priority of the lien provided for by thr:s"’z"'
Deed of Trust and/or for the appointment of a receiver and/or for the enforcement’ of ; an
and all covenants or rights contained in or secured by this Deed of Trust and/or any case or’
-16- PADRSIDRS{SI™ " 0001108
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| Eproceedmg under Chapters 7, 11, or 13 of the Bankruptcy Code or any successor statute

fthereto

e (b) Grantor will pay immediately following demand all sums expended
or expenses 1ncu1‘red by Trustee and/or Bank, including, without limitation, attorneys’ fees,
under any of the terms of this Deed of Trust, with interest from date of expenditure at a
floating mterest rate equal to the Prime Rate (as deﬁned in the Note) plus five percent (5%)
per annum until pald m full

1.13. .;_;-B‘ooksiReéords and Accounts.

Grantor will keep and maintain, or cause to be kept and maintained at its address
set forth above or at- suoh other. locatlon as Beneficiary may approve, proper and accurate
books, records and accounts reﬂectmg all items of income and expense in connection with
the operation of the Property or i connectlon with any services, equipment or furnishings
provided in connection Wlth the operatlon of the Property, whether such income or
expenses be realized by Grantor or by any other person or entity whatsoever, excepting
persons unrelated to and unafﬁhated Wlth Grantor and who leased from Grantor portions of
the Property for the purposes of occupymg the same. Beneficiary or its designee shall have
the right from time to time at all’ t1mes ‘during normal business hours and following
reasonable notice to Grantor to examine. such books, records and accounts at the office of
Grantor or other person or entity mairtaining such books, records and accounts and to
make copies or extracts thereof as Beneficiary or 1ts deslgnee shall desire.

1.14. Subrogation.

Beneficiary shall be subrogated for further seounty to the lien, although released of
record, of any and all encumbrances paid out of the’ proceeds of the loan secured by this
Deed of Trust.

1 . 1 5 . Late Charges‘ ;.:'1.,-:.;: N

In the event that any payment due hereunder or under the Note shall not be made
within fifteen (15) days of the date when due, a late charge of ﬁve cents ($ 05)for each
dollar ($1.00) so overdue may be charged by Beneficiary for the purpose of defraymg the
expense incident to handling such delinquent payment (the “Late Charge Fee;, “Such Late
Charge Fee represents the reasonable estimate of Beneficiary and Grantor of a-fair ‘average
compensation for the loss that will be sustained by Beneficiary due to the failure of Graﬂtor
to make timely payments. Such Late Charge Fee shall be paid without preJud1ce to. the'
right of Beneficiary to collect any other amounts provided to be paid or to declare an Event
of Default under the Note or this Deed of Trust. If an Event of Default (as hereynde
defined) occurs, then the interest rate applicable in calculating any defaulted pajfﬂ'ent’

o
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*‘from the due date of the defaulted payments shall be a floating interest rate equal to the

o "Prrme Rate (as defined in the Note) plus five percent (5%) per annum until paid in full and

é_;i’the Late Charge Fee shall apply to any such payments.

1 16 Inspectlon of Property.

Bencﬁelary 1s authorized, by itself, its agents, employees or workmen, to enter at
any reasonable. tlme upon any part of the Property for the purpose of mspecting the same
upon reasonable prlor notice (except in the case of an emergency for which no prior notice
need be glven) and for the purpose of performing any of the acts it is authorized to
perform under the terms of this Deed of Trust. Grantor agrees to cooperate with
Beneficiary to facrlrtate such 1nspect10ns

1.17. Perform-arice by Grfantor.

-y

Grantor will falthfully perform each and every covenant to be performed by
Grantor under any lien or encumbrance mcludmg, without limiting the generality hereof,
mortgages, deeds of trust, leases declaratlons or covenants, conditions and/or restrictions
and other agreements which affect the P:roperty, in law or in equity, which Beneficiary
reasonably believes may be prior or superror to or on a parity with the lien or charge of this
Deed of Trust. Grantor shall not, wrthout first obtaining Beneficiary’s prior written
consent, change the general nature of the Joccupancy or Initiate or acquiesce in any zoning
reclassification or suffer any act or thing which. would 1mpa1r the security for said debt or
Beneficiary’s lien upon the Property. A breach of or a default under any such lien or
encumbrance, or a breach of any requirement. of thls Paragraph 1.17 shall constitute an
event of default under this Deed of Trust. -

1.18. Limitation on Prepayment.

Except as hereinafter set forth, Grantor shall not have the rlght to prepay the Note
in full or in part prior to the Maturity Date (as defined in the Note) Recerpt by Beneficiary
of Insurance Proceeds pursuant to Paragraph 1.07 hereof or of an award in connection with
a condemnation proceeding pursuant to Paragraph 1.08 hereof sha]l ‘constitute a
prepayment by Grantor under this Paragraph 1.18. Grantor and any endersers of the Note
and each of them hereby waives any right to prepay the mdebtedness secured hereby in
whole or in part prior to the Maturity Date of the Note. o |

Grantor acknowledges that Grantor has no right to prepay the Note n whole or. 111
part, without the Beneficiary’s consent, which the Beneficiary will not grant except upon
the terms and subject to the conditions hereinafter provided. In order to mduce ‘the
Beneficiary to agree to accept voluntary prepayments, Grantor agrees to pay ‘the
Beneficiary a prepayment premium as described in this Paragraph 1.18 upon an:

1R . . i
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Eprepayment voluntary or involuntary. Because there is not a readily available index of

frates payable on loans such as that from the Beneficiary to Grantor, nor any assurance that

,é.;the Beneﬁclary could replace the loan with a similar loan, Grantor and the Beneficiary
agree that” changes in the yields on U.S. government securities provide a reasonable
apprcxrmatlon for changes 1n interest rates generally. For purposes of this Paragraph 1.18,
the lelOWlng terms shall have the meanings given below:

“Average Maturlty Period.” The weighted average time to scheduled maturity of
all principal prepald at” any one time. Average Maturity Period shall be computed by
multiplying the dollar amount of each installment of principal prepaid by the number of
days until the scheduled maturlty of that installment, adding together the resulting products
and dividing the resultrng sum: by the total dollar amount of principal being prepaid.

“Government Y1e1d 7 As of any date of determination, the yield (converted as
necessary to the equlvalent semi- annual compound rate) on U.S. Treasury securities having
a maturity date closest to the Average Maturity Period, as published in The Wall Street
Journal (or, if not so pubhshed -as. “determined by the Beneficiary using the average of
quotes obtained by the Beneﬁc1ary from three primary dealers that market U.S. Treasury
securities in the secondary market). . S Treasury securities” means actively traded U.S.
Treasury bonds, bills and notes and; 1f more than one issue of U.S. Treasury securities is
scheduled to mature at or about the trme of the scheduled maturity of the Note, then to the
- extent possible the U.S. Treasury security issued most recently prior to the date of
determination will be chosen as the basis of the '“cvernment Yield.

“Interest Differential.” As of the date of any. fhll or, part1a1 prepayment, the Note
Rate minus the sum of the Government Yield as of the date of prepayment and the Issuance
Spread. »

“Issuance Spread.” One-half of one percent (. 50%) per annum (approximately the
amount by which Beneficiary’s cost of funds exceeds the Government Y1e1d as of the date
of the Note). o

“Note Rate™ The rate of interest PaYable under the Note. =

The Note may be prepaid in whole or in part at any time, Wlth part;lal prepayments
in the amount of $100,000 or an integral multiple thereof. Any partial* prepayments shall
be applied to installments due under the Note in the inverse order of their maturrty If at
the time of any prepayment (whether voluntary or involuntary, and spec1ﬁcally 1nclud1ng,
but not limited to, any payment prior to scheduled maturity following acceleration of the

Note), the sum of the Government Yield as of the date of prepayment plus the Issuance"z'

Spread is less than the Note Rate, Grantor shall pay to Beneficiary a prepayment premium
equal to the present value (determined in accordance with standard financial practice) 0
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| t’the product of the Interest Drfferentlal times the amount prepaid times the Average

"Maturrty Period. The amount of the prepayment premium shall be calculated as follows.
::_f_;iThe amount prepaid shall be multiplied by (a) the Interest Differential, times (b) a fraction,

“the numerator of which is the number of days in the Average Maturity Period and the
denommator of which is 360. The resulting product shall then be divided by the number of
Whole months (using a thirty-day month) in the Average Maturity Period, yielding a
quotient” (the Quotlent ’). The amount of the prepayment premium shall be the present
value (determmed in accordance with standard financial practice) on the date of
prepayment (usmg the Govcrnment Yield as of the date of such prepayment as the discount
factor) of a stream of equal monthly payments in number equal to the number of whole
months (using a thlrty-day month) in the Average Maturity Period, with the amount of each
hypothetical monthly- payment equal to the Quotient and with the first payment payable
thirty days after the date of prepayment. Such prepayment premium shall be paid without
prejudice to the right of Benefimary to collect any other amounts provided to be paid
hereunder or under the Note or any of the Loan RQocuments.

If any of the 1ndebtedness ev1denced by the Note shall be paid prior to the Maturity
Date (as defined in the Note) by reason of Grantor having defaulted under the Note, the
Deed or Trust or other Loan Documents (including, without limitation, the right to
accelerate the indebtedness ev1denced by ‘the Note upon transfer of ownership of the
Property or transfers of partnership mterests in Grantor or membership- interests in the
general partner or Grantor or further encumbrance of the Property in violation of the
provisions sets forth i Paragraphs 3.12 and- 3 13 hereof) Grantor agrees to pay a
prepayment premium calculated as set forth i in thrs Paragraph 1.18.

Grantor hereby expressly (a) waives any rrghts 1t may ‘have under Washington law
to prepay the Note, in whole or in part, without penalty, upon acceleratron of the Maturity
Date of the Note, and (b) agrees that if, for any reason;.a prepayment of any or all of the
Note is made, whether voluntarily or upon or following” any ‘acceleration of the Maturity
Date of the Note by Beneficiary on account of any default by Granter including but not
limited to any transfer or disposition of ownership of the Property or transfers of
partnership interests in Grantor or membership interests in the general partner of Grantor or
further encumbrances of the Property as prohibited or restncted by. Paragraphs 3.12
or 3.1.3 heremn, then Grantor shall be obligated to pay, concurrently therewrth the
prepayment premium set forth above. By initialing this provision in the space provided
below, Grantor hereby declares that the Beneficiary’s agreement to make the subject loan
at the interest rate and for the term set forth in the Note constitutes adequate consr-d'eratron
given individual weight by Grantor, for this waiver and agreement. EE

INITIALS: Grantor AA)
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1.19. Assignment of Rents.

[ _Grantor hereby absolutely and unconditionally assigns and transfers to Beneficiary
all the 1ncome rents, royalties, revenue, issues, profits and proceeds of the Property,
whether now due, past due or to become due, and hereby gives to and confers upon
Beneﬁc1ary the rrght power and authority to collect such income, rents, royalties, revenue,
issues, proﬁts and proceeds Grantor 1rrevocably appoints Beneficiary its true and lawful
attorney at the: optlon of Beneficiary at any time to’demand, receive and enforce payment,
to give receipts, releases and satisfactions, and to sue, either in the name of Grantor or in
the name of Beneﬁcrary, for all such income, rents, royalties, revenue, issues, profits and
proceeds. It is understood and agreed that neither the foregoing assignment of income,
rents, royalties, revenue 1ssues profits and proceeds to Beneficiary nor the exercise by
Beneficiary of any- of its rlghts or remedies under this Paragraph 1.19 or under
Paragraph 2.04 hereof shall be deemed to make Beneficiary a “mortgagee-in-possession”

or otherwise responsible. or 11able in"any manner with respect to the Property or the use,
occupancy or enjoyment or Operatron of all or any portion thereof, unless and until
Beneficiary, in person or" by agent assumes actual possession thereof, nor shall
appointment of a receiver for the Property by any court at the request of Beneficiary or by
agreement with Grantor or the entermg mto possessron of the Property or any part thereof
- by such receiver be deemed to make Beneﬁorary a “mortgagee-in-possession’ or otherwise
responsible or liable in any manner w1th respect to the Property or the use, occupancy,
enjoyment or operation of all or any portion thereof. . The foregoing assignment is intended
to be specific, perfected and choate upon the recordrng of this Deed of Trust as provided in
RCW 7.28.230(3). ol -*

1.20. Collection of Rents.

Notwithstanding anything to the contrary oontamed herem or in the Note secured
hereby, so long as there is no Event of Default by Grantor in the payment of any
indebtedness secured hereby or in the performance of any obhgatlon covenant or
agreement contained herein, in the Note, any Loan Document (as deﬁned in the Note) or in
any other agreement given as security for the indebtedness ev1denoed by the Note, Grantor
shall have the right to collect all income, rents, royalties, revenue 1ssues proﬁts and
proceeds from the Property and to retain, use and enjoy the same. - = '

1.21. Collateral Security Instruments.

Grantor covenants and agrees that if Beneficiary at any time holds addltlonal
security for any obligations secured hereby, it may enforce the terms thereof or otherwme’

realize upon the same, at its option, either before or concurrently herewith or after a sale 1s

made hereunder, and may apply the proceeds upon the indebtedness secured- hereby
without affecting the status of or waiving any right to exhaust all or any other securrty,
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" ,.:-vf*mcludlng the security hereunder, and without waiving any breach or default or any right or
g 'power whether exercised hereunder or contained herein or in any such other security.

. l 22 Suits to Protect Property.

Grantor covenants and agrees to appear in and defend any action or proceeding
purportmg to affect the security of this Deed of Trust, and/or any additional or other
security for the. obhgatlons secured hereby, the interest of Beneficiary or the rights, powers
and/or duties of Trustee: hereunder and to pay all costs and expenses, including cost of
evidence of title and- attorneys fees in a reasonable sum, in any action or proceeding in
which Beneﬁcrary and/or Trustee may appear or be made a party, including, but not limited
to, foreclosure or other proceedmg commenced by those clalmmg a right to any part of the
Property, whether or not pursued to final judgment, and in any exercise of the power of
sale contained herein, whether or, not the sale is actually consummated.

1.23. Beneﬁciary’s""Right*t‘o"f:D;efénd Action and Cure Certain Defaults.

Beneficiary may appear in and defend any action or proceeding at law or in equity
or in bankruptcy purporting to affect the Property or the security hereof, and in such event
(except where the purported defect affectmg the security hereof arises or results from any
act or omission of Beneficiary), Beneficiary shall be allowed and paid all Beneficiary’s
costs, charges and expenses, including cost of evrdence of title and attorneys’ fees incurred
in such action or proceeding in which Beneficiary may appear.

Should Grantor fail to make any payment or todo any act as herein provided, then
Beneficiary or Trustee, but without obligation so to do and upon reasonable prior notice to
or demand upon Grantor (except for monetary defaults or- defaults i 1in the payment of taxes
or insurance for which no prior written notice or demand shall be requlred) and without
releasing Grantor from any obligation hereof, may: make or do the same in such manner
and to such extent as either may deem necessary to protect the securrty hereof Beneficiary
or Trustee being authorized to enter upon the Real Property for such purposes commence,
appear 1n and defend any action or proceeding purporting to affect the securrty hereof or
the rights or powers of Beneficiary or Trustee; pay, purchase, contest or compromlse any
encumbrance, charge or lien which in the judgment of either appears to be prior or superior
hereto; and, 1n exercising any such power, incur any liability, expend whatev fnounts m
its absolute discretion it may deem necessary therefor, including cost of ev1dence of tltle
employ an attorney, and pay said attorneys’ reasonable fees. e T

Grantor hereby agrees to pay immediately following demand, together Wlth 1nterest
from and after ten (10) days following demand for payment at a floating interest rate equal
to the Prime Rate (as defined in the Note) plus five percent (5%) per annum until pa1d 1n
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E’yfull all of Beneficiary’s costs, charges, expenses and accounts referred to above in this

'“P'aragraph 1.23, including cost of evidence of title and reasonable attorneys’ fees incurred

Jin such action or proceeding in which Beneficiary may appear. All costs, charges and
" 'expenses so incurred, together with interest thereon as aforesaid, shall be secured by the
11en of thrs Deed of Trust.

ARTICLE II
DEFAULTS AND REMEDIES

2.01. . Events of Default.
If any of thefollo En-g»-eyents shall occur (“Event or Events of Default™):

(a) Farlure of Grantor to pay any installment of interest, pr1nc1pal or
principal and interest under the \Iote or any other. sums payable thereunder, under the Loan
Agreement or hereunder When due or ..

(b)  Failure by Granter to comply with any of the material covenants,
conditions or restrictions now or hereafter affectmg the Property, or any part thereof and
the same is not fully cured within the perrod of time, if any, permitted for cure therein or
herein, and, if no period for cure is, ether\mse provided therein or herein (except for
defaults under subparagraphs (d), (f), (h) and (1) which shall be deemed immediate
defaults according to their terms), within ten (10) days after written notice from
Beneficiary to Grantor thereof or in the case of defaults which by their nature cannot be
cured within ten (10) days, if cure is not commenced Wrthm ten (10) days and prosecuted
diligently to completion, provided, however, that sald cure 1s 1n any event effected within
thirty (30) days; or | »

(c) Failure by Grantor to comply w1th any of the covenants, terms,
condrtrons restrrcuons or agreements contained in the Note any Loan Document (as
the indebtedness secured hereby and the same is not fully cured wrthrn the perrod of time,
if any, permitted for cure therein or herein, and, if no period for cure is otherwme provided
therein or herein (except defaults under subparagraphs (d), (f), (h); and (1) whrch shall be
deemed immediate defaults according to their terms), within ten (10) days after ‘written
notice from Beneficiary to Grantor thereof or in the case of defaults Wthh'bb heir nature
cannot be cured within ten (10) days, if cure is not commenced within ten' (1 O) d'ays and
prosecuted diligently to completion, provided, however, that said cure is- 11'1 any event
effected within thirty (30) days; or ST

(d) Grantor or any Guarantor (as defined in the Loan Agreement
applies for or consents to the appointment of a receiver or trustee for it or any portion of it
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| property, or if such receiver or trustee is appointed for Grantor or any Guarantor, or
. -~‘-’“Grantor or any Guarantor admits in writing its inability to pay its debts as they become

é.;fdue or. Grantor or any Guarantor becomes insolvent, or a petition is filed by or against
" 'Gragntor pu;s_uant to any of the provisions of the United States Bankruptcy Code, as
amended; or

(e) . A petition is filed against Grantor or any Guarantor pursuant to any
of the prowsmns of the United States Bankruptcy Code, as amended, or there is an
attachment or sequestratlon of any of the property of Grantor or any Guarantor and the
same 1s not dlscharged or bonded within sixty (60) days; or

(D Grantor shall cause or institute or there shall be instituted against
Grantor any proceedmg for the dlssolutlon or termination of Grantor; or

(g) Any representatmn or disclosure made to Beneﬁmary by Grantor
proves to be materially false or mlsleadmg on the date when such representation or
disclosure was made, Whether or not that representation or disclosure appears in this Deed
of Trust; or

(h)  The occurrence of any of the events described in Paragraphs 3.12
or 3.13 below; or

(1) Any ]udgment or deeree in an amount in excess of $10,000 against
the Grantor or against the Property shall remain unpald unstayed on appeal, undischarged,
unbonded or undismissed for a period of 30 days or .

() Fatlure by Grantor to complﬁf ""'with any of the covenants, terms,
conditions, restrictions or agreements contained in the 1998 Deed of Trust or the 1998
Assignment of Leases and the same are not fully cured w1thm the- perlod of time, if any,
provided for cure therein, and, if no period for cure is otherwise pr0V1ded therein (except
for defaults comparable to the defaults described under subpa.ragraphs (d), (e), (), (g), (h),
and (1) herein which shall be deemed immediate defaults aceordmg tor thelr terms) within
thirty (30) days after written notice from Beneficiary to Grantor thereof

then and in any such event, the Beneficiary shall be entitled to exercise all nghts and shall
have the benefit of all remedies provided by law or set forth in this Deed of Trust or in any
other instrument given to secure the indebtedness evidenced by the Note; mciudmg the
rights to declare all sums secured hereby immediately due and payable. No ‘waiver. of
Beneficiary of any default on the part of Grantor shall be construed as a walver of any'
subsequent default hereunder. W
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In the event of any such Event of Default and upon written request of Beneficiary,

"Trustee shall sell the Property in accordance with the Deed of Trust Act of the state of
j.;Washrrrgtc;g (RCW Chapter 61.24 as existing now or hereafter amended) and the Uniform

Commetcial Code of the state of Washington, where applicable, at public auction to the
hlghest b1dder Any person except Trustee may bid at Trustee’s sale. Trustee shall apply
the proceeds of the sale as follows: (1)to the expenses of sale, including a reasonable
Trustee’s fee and: attorneys fee; (i1) to all the indebtedness evidenced by the Note and all
other mdebtedness secured by this Deed of Trust or any other instrument; (iii) the surplus,
if any, shall be dlstrlbuted in accordance with said Deed of Trust Act. Trustee shall deliver
to the purchaser at the sale 1ts deed, without warranty, which shall convey to the purchaser
the interest in the property Wthh Grantor had or had the power to convey at the time of its
execution of this Deed of Trust and such as it may have acquired thereafter. Trustee’s deed
shall recite the facts’ showmg that the sale was conducted in compliance with all the
requirements of the law and of this Deed of Trust, which recital shall be prima facie
evidence of such comphance anc .r.::‘zconclu51ve .evidence thereof in favor of bona fide
purchasers and encumbrances- for value _The power of sale conferred by this Deed of Trust
and by the Deed of Trust Act’ of the. state of Washington 1s not an exclusive remedy, and
when not exercised Beneﬁcrary rnay foreclose thlS Deed of Trust as a mortgage.

Trustee is not obligated to notlfyany party hereto of pending sale under any other
deed of trust or of any action or procéfe:aipg in which Grantor, Trustee or Beneficiary shall
be a party, unless such action or proceeding is brought,_:by Trustee.

Beneficiary may proceed as to the Personal Property in accordance with
Beneficiary’s rights and remedies in respect to. the Property or sell the Personal Property
separately and without regard to the remainder of the Property in accordance with
Beneficiary’s rights and remedies provided by the Washmgton Umform Commercial Code
as well as other rights and remedies available at law or 1n equ1ty

2.02. Discontinuance of Proceedings.

Beneficiary, from time to time before the Trustee’s salé""pﬁrsﬁant to Paragraph 2.01,
may rescind any notice of default or notice of sale by executing and dehvermg to Trustee a
written notice of discontinuance of Trustee’s sale, which notice, when’ recorded .shall also
constitute a cancellation of any prior notice of default and notice of salef't‘f:The exercrse by
Beneficiary of such right of rescission shall not constitute a waiver of arry"breaeh or default
then existing or subsequently occurring, or impair the right of Beneficiary to. execute ‘and
deliver to Trustee, as above provided, other notices of default and notices’ of sale ‘nor
otherwise affect any provision, covenant or condition of the Note, the Loan. Agreement
and/or of this Deed of Trust or any of the rights, obligations or remedies of the partles
thereunder or hereunder.
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o f 2.03. Beneficiary Statement.

i Trustee upon presentation to it of an affidavit signed by or on behalf of Beneficiary
settlng forth any fact or facts showing a default by Grantor under any of the terms or
condltlons of this Deed of Trust, is authorized to accept as true and conclusive all facts and
statements in such affidavit and to act hereunder in complete reliance thereon. Upon
written request by Grantor, Beneficiary will confirm the balances outstanding under the
Note, the Loan. Agreement and/or the status of the indebtedness evidenced thereby.

2.04. Remedles.-.:"iif pon Default.

- Grantor coy_enants_;._._:and.;:_:,__agrees that, should Grantor fail or refuse to make any
payment or do any :*act'whichmit is obligated hereunder to make or do at the time and in the
manner herein provzded then: ]eneﬁmary, or Trustee upon written instructions from
Beneficiary (the legality. thereof to.be determined solely by Beneficiary), may, without
demand upon Grantor, W1theut releasmg Grantor from any obligation hereunder and
without waiving its right to’ deelare ‘a default as herein provided, or impairing any
declaration of default or election’ 'to cause the Property to be sold or any sale proceeding
predicated thereon: A

(a) Make or do the same in such manner and to such extent as either
Beneﬁ01ary or Trustee may deem necessary to protect, the security hereof, Beneficiary and
Trustee being authorized to enter upon and take possessmn of the Property for such
purposes, and any sums expended for such purposes shall become part of the indebtedness
secured hereby; L

(b) Commence, appear in and/or defend any action or proceedings
purporting to affect the security hereof, and/or any addrtional or other security therefor, the
interest, rights, powers and/or duties of Trustee and/or’ Beneﬁc1ary hereunder, whether
brought by or against Grantor, Trustee or Beneficiary; | F

(c)  Pay, purchase, contest or compromise anyclalm debt, lien, charge
or encumbrance which, in the judgment of either, may affect or appear to. affect the security
of this Deed of Trust, the interest of Beneficiary or the rights, powers and/or duties of
Trustee and/or Beneficiary hereunder, and any sums expended for such purposes shall
become part of the indebtedness secured hereby; and g

| (d) Beneficiary is authorized, either by itself or by 1ts agent to be_
appointed by it for that purpose or by a receiver appointed by a court of. competent’

jurisdiction, to enter into and upon and take and hold possession of any portion or.all of the

Property, both real and personal, and exclude Grantor and all other persons therefrom; to' -

operate and manage the Property and rent and lease the same; to perform such reasonable_
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o acts of repair or protection as may be reasonably necessary or proper to conserve the value
g "thereof -and collect any and all income, rents, issues, profits and proceeds therefrom, the

i_;ifsame bemg hereby assigned and transferred to Beneficiary, for the benefit and protection of
-Beneﬁcrary, and from time to time apply and/or accumulate such income, rents, issues,

prqﬁts and proceeds in such order and manner as Beneficiary or such receiver, in its sole
disére‘tion"” 's}i"all consider advisable, to or upon the following: the expenses of receivership,
if any; the proper costs of upkeep, maintenance, repair and/or operation of the Property; the
repayment. of" any sums - theretofore or thereafter ddvanced pursuant to the terms of this
Deed of Trust, the- mterest then due or next to become due upon the indebtedness secured
hereby, and the taxes and assessments upon the Property then due or next to become due,

and/or upon the unpald prmcrpal of such indebtedness. The collection and/or receipt of
income, rents, issues, proﬁts and/or proceeds from the Property by Beneficiary, its agent or
receiver, after notice of default and notice of sale shall not affect or impair such default or
notice of default or notlce of sale or any sale proceedings predicated thereon, but such
proceedings may be conducted and sale effected notwithstanding the receipt and/or
collection of any such income, rents, 1ssues, profits and/or proceeds. Any such income,

rents, issues, profits and/or proceeds in the possession of Beneficiary, its agent or receiver,

at the time of sale and not theretofore applred as herein provided, shall be applied in the
same manner and for the same purposes as- the proceeds of the sale.

Neither Trustee nor Beneﬁ01ary shall be under any obligation to make any of the
payments or do any of the acts referred.to in this Paragraph 2.04, and any of the actions
referred to in this Paragraph 2.04 may be taken by leneﬁerary after an Event of Default
has occurred irrespective of whether any notice of default or notice of sale has been given
hereunder and without regard to the adequacy of the securlty for the indebtedness
evidenced by the Note. AT

2.05. Foreclosure Sale.

In the event that this Deed of Trust is foreclosed as a mortgage and the Real
period, make such repairs or alterat1ons on the Real Property as may be reasonably
necessary for the proper operation, care, preservation, protection and i 1nsur1ng thereof. Any
sums so paid, together with interest thereon from the time of such expendlture at'an interest
rate equal to a floating interest rate equal to the Prime Rate (as deﬁned in. the Note) plus
five percent (5%) per annum until paid, shall be added to and become a: part of the amount
required to be paid for redemption from such sale. L

2.06. Right of Foreclosure.

Beneficiary shall have the right, at its option, to foreclose this Deed of Trust subject

to the rights of any tenant or tenants of the Real Property, and the failure to make any such .
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- tenant or tenants a party defendant to any such suit or action or to foreclose their rights will
"not be asserted by the Grantor as a defense in any action or suit instituted to collect the

é_;lndebtedness secured hereby or any part thereof or any deficiency remainirig unpaid after
“foreclosure and sale of the Real Property, any statute or rule of law at any time existing to
the: contrary notw1thstand1ng

207 Sale of Property Pursuant to a Foreclosure.

In case of a"”':s'?'alé"' pursuant to a foreclosure of this Deed of Trust, the Property, real,
personal or mlxed may ‘be sold as an entirety or in parcels, by one sale or by several sales
held at one time or at dtfferent times, all as Trustee, in its unrestricted discretion, may
elect, and Grantor, for and on-behalf of itself and all persons claiming by, through or under
Grantor, waives any: and all rlght to have the property and estates comprising the Property
marshalled upon any foreclosure sale and agrees that, upon foreclosure, the Property may
be sold as an entirety and not n parcels .

2.08. Appointment ""of Recelver
The holder of this Deed of Trust separately or in any action to foreclose it, shall be
entitled (without regard to the adequacy of any security for said debt) to the appointment of
a receiver of the income, rents, issues, proﬁts and proceeds of the Property who shall have,
in addition to all the rights and powers customarily given to and exercised by such
receiver, all the rights and powers granted to Beneﬁcrary by the covenants contained in
Paragraph 2.04 hereof. o
GENERAL COVENANTS

3.01. No Waiver.

Grantor covenants and agrees that the acceptance by Beneﬁ01ary of any sum
secured hereby after its due date, or in an amount less than the sum- then due, shall not
constitute a waiver by Beneficiary of its rights either to require prompt payment when due
of all other sums so secured or to declare a default or exercise such other rtghts as herein
provided for failure so to pay. No failure by Beneficiary to insist upon strict performance
of any term, covenant or condition hereof, nor failure to exercise any rrght '
hereunder, shall constitute a waiver of any such breach of such term, covenantﬁfe .condrtton
or of the later exercise of such right or remedy. All waivers shall be in wntlng B
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3.02. Remedies Cumulative.

i No remedy herein conferred upon or reserved to Trustee or Beneficiary is intended
“to be excluswe of any other remedy herein or by law provided or permitted, but each shall
be: cumulatlve and shall be in addition to every other remedy given hereunder or now or
hereafter ex1st1ng at law or in equity or by statute.

303 Piats, Easernents and Other Agreements.

At any” trme upon written request of Beneficiary, payment of its fees and
presentation of this ‘Deed of Trust, (in case of full reconveyance, for cancellation and
retention) without affectmg the liability of any person for the payment of the indebtedness
or the effect of the Dced of* Trust upon the remainder of the Property, Trustee may
(1) consent to the makmg of any map or plat of said Real Property; (i1) join in granting any
easement or creating any restnctlon thereon;.(i11) join 1n any subordination or other
agreement affecting this Deed of Trust or the lien or charge thereof; or (iv) reconvey,
without warranty, all or any part of the Real Property. The grantee in any reconveyance
may be described as the “person or persons legally entitled thereto”, and the recitals therein
of any matters or facts shall be conclusrve proof of the truthfulness thereof Grantor agrees
to pay a reasonable Trustee’s fee for full or partial reconveyance, together with a recording
fee, 1f Trustee, at its option, elects to reeerd said reconveyanee

3.04. Recordation.

Trustee accepts this Trust when th1s Deed .of Trust, duly executed and
acknowledged, is made a public record as provided by law '

3.05. Substitution of Trustee.

Beneficiary may, from time to time by a writteh instrdinent executed and
located, and by otherwrse complying with appropriate statutory prov1s1ons substitute a
successor or successors for the trustee named herein or acting hereunder Upon the
recording of such appointment in the mortgage records of the county or eountles in which
the Property is situated, the successor trustee shall be vested with all the powers of the
original trustee. T

3.06. Notices.

(a)  All notices hereunder shall be deemed to have been duly glven 1f~_:_
mailed by United States registered or certified mail, with return receipt requested, postage

prepaid, to the parties at the following addresses (or at such other addresses as shall be g
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gwen in writing by any party to the others), and shall be deemed complete upon receipt,
- refusal of delivery or attempted delivery:

ToGrantor Watson Properties, A Limited Partnership
| 1810 E. Division
Mount Vernon, Washington 98274
Attention: Edward J. Watson, III

To Beneﬁmary  U.S. Bank National Association
Northwest Washington Corporate Banking
1420 Fifth Avenue, 11th Floor
Post Office Box 720
. Seattle, Washington 98111-0720
e Attentlon Deborah S. Watson
..Vice President

(b) In the event of any strike or occurrence of another similar event

...... s may be served personally upon an individual, partner

or an officer or director of a corporauon Wthh is or i1s part of the party being served
hereunder. <

(c) Grantor requests&:’**th_at a copy-of any notice of default and of any
notice of sale hereunder be mailed to Grantor at thé.;aﬂdress set forth above.

(d)  Unless otherwise prov1ded by apphcable law, Trustee shall be under
no obligation to notify any party hereto of any actlon or proceedmg of any kind in which
Grantor, Beneficiary and/or Trustee shall be a party, unless brought by Trustee, or of any
pending sale under any other deed of trust. b Pl

3.07. Heirs and Assigns Terminology.

(a) This Deed of Trust applies to, inures to the beneﬁt of and binds all
parties hereto, their heirs, legatees, devisees, administrators, executors suecessors and
assigns. The term “Grantor” shall mean both the original Grantor and any subsequent
owner or owners of any of the Property. The term “Beneficiary” shall mean the owner and
holder, including pledgees, of the Note, whether or not named as Beneﬁmary herem In
this Deed of Trust, whenever the context so requires, the masculine gender ineludes the
feminine and/or neuter, and the singular number includes the plural. E

(b)  The term “and/or” as used herein means one or the other\ab; both OI'

any one or all, or any combination of the things or persons in connection with whlch th
words are used.
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| 308 Severability.

If any provision hereof should be held unenforceable or void, then such provision
shal] be deemed separable from the remaining provisions and shall in no way affect the
vahdlty ef thls Deed of Trust, except that if such provision relates to the payment of any
monetary sum- then Beneficiary may, at its option, declare the indebtedness and all other
sums secured hereby 1mmed1ately due and payable.’

3.09. Tlme ls df,the Essence.

Time is of the: essenee hereof in connection with all obligations of Grantor herein or
in the Note. By aeeeptmg payment of any sum secured hereby after its due date,
Beneficiary does not waive its rlght either to require prompt payment when due of all other
sums so secured or to declare default for failure so to pay.

3.10. Captions.

The captions are inserted on]y as a matter of convenience and for reference, and in
no way define, limit or describe the seope or intent of this Deed of Trust nor in any way
affect this Deed of Trust.

3.11. Irrevocable Trust.

The Trust created hereby 1s 1rrevocable by Grantor unless and until the Property is
reconveyed to Grantor as provided herein. S

3.12. Conveyance of Property; Change of Ownershlp

In the event that (i) all or any part of or any 1nterest in the Property shall be sold,
transferred, leased, (other than space leases without optlons to. purehase) further
encumbered, conveyed, or a contract of sale or other conveyance entered into with respect
thereto, or (i1) Mountain Glen Management LL.C, a Washington hmlted 11ab111ty company
(“General Partner”) ceases to be the sole general partner of Grantor 0T (111) Edward J.
Watson III ceases to own at least 51% of the membership interest in General Partner or
(tv) Edward J. Watson III ceases to own at least 51% of the partnershlp mterests 1n the
Grantor (except for transfers by Edward J. Watson III of interests in Borrower or General
Partner to Bradley W. Watson so long as Edward J. Watson III and Bradley W Watson
each own 50% of the partnership interests in Borrower and 50% of the membershlp
interests in General Partner) without the prior written consent of Beneficiary, then, upon"f
the occurrence of any one or more of the foregoing events, and regardless of whethet or not

Grantor shall be 1n default under the Note or this Deed of Trust or any Loan Docurnent
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Bene ficiary may, at its option, declare the then outstanding principal balance evidenced by

e "the Nete plus accrued interest thereon immediately due and payable or, at its sole option, it

a_;may consent to said conveyance or transfer in writing and may increase the rate of the Note
‘to the mterest rate which Beneficiary would then commit to make a first mortgage loan to a
borrower of comparable financial strength and managerial expertise, and secured by similar
securlty of comparable value and character, and impose whatever other conditions it shall
deem necessary to compensate 1t for such increased risk resulting from the breach of the
foregoing covenants. Such increase in interest rate or imposition of additional terms shali
entitle Beneﬁ01ary to increase monthly payments under the Note so that the increased
monthly mstallments will fully amortize the outstanding balance of the indebtedness
evidenced thereby over the unexplred Amortization Term of the Note. The execution and
delivery by the Granter of any _]OIHt venture agreement, partnership agreement declaration
entitled, directly or mdlrectly, to the possession or enjoyment of the Property, or the
income or other benefits: denved or to be derived therefrom shall in each case be deemed to
be a conveyance or assrgnment of the Grantor’s interest in the Property for the purposes of
this section, and shall require: the pnor ertten consent of the Beneficiary.

3.13. Secondary Fmancmg

Grantor agrees that should the Property or any part thereof at any tlme be or
become subject to the lien of any other- mortgage ordeed of trust or subject to any other
encumbrance, pledge, hypothecation or security mterest (except with the prior written
consent of Beneficiary), the whole of the 1ndebtedness evidenced by the Note and any
other sums payable hereunder or secured hereby shaH at the optron of Beneficiary, become
immediately due and payable. S

3.14. Effect of Security Agreement.

This Deed of Trust creates a lien on the Property, and to the extent the Property is
not real property under applicable law this Deed of Trust constrtutes a securlty agreement
under the Washington Uniform Commercial Code and any other apphcable law and 1s filed
as a fixture filing. If required by Beneficiary, at any time during the term’ of this Deed of
Trust, Grantor will execute and deliver to Beneficiary, in form satlsfactory to Beneﬁ01ary,
additional security agreements, financing statements and/or other instruments covering all
Personal Property or fixtures of Grantor which may at any time be furmshed 1aced ‘on, or
annexed or made appurtenant to the Real Property or used, useful or held- for se m the
operation of the Improvements. |

Beneficiary may commingle any Personal Property which comes" mto 1ts
possession; repledge such Personal Property upon terms which impair Grantor’s rlght to'

redeem such; and require Grantor to assembie the Personal Property and make it avaliable T
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. t@ Beneﬁczary at a place to be de31gnated by Beneficiary which is reasonably convenient to
o 'both parties. To the extent Beneficiary is required for any reason to provide commercially

j_f_;reasonablet_,__notlce to Grantor, Grantor agrees that notice mailed by first class mail ten (10)
-days ‘before the event of which notice is given, is commercially reasonable notice. Grantor
shall not1fy Beneﬁc:lary in writing within 30 days of any change in name of Grantor or its
legal structure., Nothmg herein shall be construed as a consent by Beneficiary to a change
in legal structure othermse prohibited hereby.

If Grantor e'ﬁters into a separate security agreement with Beneficiary relating to any
of the Personal PrOperty or fixtures, the terms of such security agreement shall govern the
rights and remedies of Beneﬁc1ary in the event of default thereunder. Any breach of or
default under any such securlty agreement shall constitute an event of default under this
Deed of Trust. C %

It is understood and agreed that in order.to protect Beneficiary from the effect of
RCW 62A.9-313, as amended from time to time, in the event that (i) Grantor intends to
purchase any goods which may become fixtures attached to the Property, or any part
thereof, and (ii) such goods will be subject to a purchase money security interest held by a
seller or any other party: . o

(a) Grantor shall before executing any security agreement or other
document evidencing such security ‘interest, obtain the prior written approval of
Beneficiary, and all requests for such wrltten appr@"val shall be i writing and contain the
following information: | -

(i) a description of theﬁxturesto be replaced, added to,
installed or substituted;

(i) the address at which the fixtures will be replaced, added to,
installed or substituted; and -

(i11)  the name and address of the proposed.holder and proposed
amount of the security interest, i iy

and any failure of Grantor to obtain such approval shall be a matenal breachgo'f Grantor’s
covenant under this Deed of Trust, and shall, at the option of leneﬁCIary,- ‘entitle
Beneficiary to all rights and remedies provided for herein upon default. - No- conSent by
Beneficiary pursuant to this subparagraph shall be deemed to constitute an- agreement to
subordinate the right of the Beneficiary in fixtures or other property covered by th1s Deed
of Trust. - -
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(b) If at any time Grantor fails to make any payment on an obligation

s Vsecured by a purchase money security interest in the Personal Property or any fixtures,

é.f_;iBeneﬁcrary, at its option, may at any time pay the amount secured by such security interest
“and the'amount so paid shall be (1) secured by this Deed of Trust and shall be a lien on the
Pr@perty havmg the same priorities as the liens and security interests created by this Deed
of Trust, -and (2) payable on demand with interest at the default rate specified in the Note
from the tlme ef such payment. If Grantor shall fail to make such payment to Beneficiary
within ten (10) days after demand, the entire principal sum secured hereby with all unpaid
interest acerued thereon shall at the option of Beneficiary, become due and payable
immediately. .~ b

(©) ﬁeﬁeﬁeiary shall have the right to acquire by assignment from the
holder of such seeurrty 1nteres’t any and all contract rights, accounts receivable, negotiable
or non-negotiable instruments; or other evidence of Grantor’s indebtedness for such
Personal Property or ﬁxtures and upon acquiring such interest by assignment, shall have
the right to enforce the securrty mterest as assignee thereof, in accordance with the terms
and provisions of the Washrngten Umform Commercial Code then in effect, and in
accordance with any other provrsrens of Iaw |

(d) Whether or net Beneﬁcrary has paid the indebtedness secured by or
taken an assignment of such securlty interest, Grantor covenants to pay all sums and
perform all obligations secured thereby,’ and if Grantor at any time shall be in default for a
period of ten (10) days under such security agreement it shall be a material breach of
Grantor’s covenants under this Deed of Trust, and Beneﬁcrary may, at its option, declare
the principal sum secured hereby immediately due and payable time being of the essence.

(e) The provisions of subparagraphs (b),. (c) and (d) above shall not
apply if the goods which may become fixtures are of. at- least equlvalent value and quality
as any property being replaced and if the rights of the party holdmg such security interest
have been expressly subordmated at no cost to Beneﬁmary, to the 11en of this Deed of
opinion of counsel to the effect that this Deed of Trust constrtutes a valrd and subsisting
first lien on such fixtures which is not subordinate to the lien of such securlty 1nterest under
any applicable law, including without limitation, the provisions of RCW GZA 9- -313.

3.15. Covenants Regarding Environmental Compliance.

(a) Grantor hereby represents, warrants, covenants and agrees to and
with Beneficiary that all operations or activities upon, or any use or occupancy ef the
Property, or any portion thereof, by Grantor and any tenant or occupant of the Property or"z'f
any portion thereof, is presently and shall hereafter be in all respects in compliance Wlth all

state, federal and local laws and regulations governing or in any way relating to the,,_{'
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| "':,_,.,:f-generatlon handling, manufacturing, treatment storage, use, transportation, spillage,
.~ leakage, dumping, discharge or disposal (whether legal or illegal, accidental or intentional)

Jof” any Hazardous Substance; and that except as disclosed in writing to and approved by
-Bank nelther Grantor nor (to the best of Grantor’s knowledge, after due inquiry) any tenant
or : occupant of all or any portion of the Property, has at any time placed, suffered or
permrtted the presence of any such Hazardous Substances at, on, under, within or about the
Property or any portlon thereof in violation of applicable law. In no event shall Grantor
install or mamtam on the Property any underground storage tank or similar facility for the
storage of any HazardOUS Substances

”(b) 'Graﬁf’or shall keep and maintain the Real Property in compliance
with, and shall not‘catise-or permit the Real Property to be in violation of any
Environmental Law (as deﬁned herem)

(c) There 18 no clalm action,.suit, proceeding, arbltratlon investigation
or inquiry pending or to the best of Grantor’s knowledge, threatened against the Grantor
before any federal, state or mummpal eou:rt or any governmental, administrative or self-
regulatory body or agency, or any pnvate arbitration tribunal, and Grantor has not received
any written notice of any complamt order, ,dn'ectlve claim, citation or notice of lien by or
in favor of any governmental authonty or'private person with respect to (i) air emissions;
(11) spills, releases or discharges of Hazardous Substances on, in or to the Real Property or
surface water or groundwater affected by the Real Property or the sewer, septic system or
waste water treatment system servicing the. Real Property, (111) solid or liquid waste
disposal; (iv) the use, storage, generation; treatment transportation or disposal of
Hazardous Substances; (v) exposure to a1rborne or fnable asbestos; (iv) violation of any
Environmental Law; or (vii) any other env1ronmental health or safety matters affecting or
pertaining to the Grantor or the Real Property. " C

“Environmental Laws” shall mean any federal, state or local law statute, ordinance,
or regulation pertaining to health, industrial hygiene or the env1ronmental conditions on,
under or about the Real Property, including without hmltatlon the Comprehensive
Environmental Response, Compensation, and Liability Act of 1980 (“CERCLA”), 42
U.S.C. Section 9601, et seq., as amended by the Superfund Amendments and
Reauthorization Act of 1986 (PL 99-499), the Hazardous Materlals Transportatlon Act,
49 U.S.C. Section 1801, et seq., the Toxic Substance Control Act, 15 U.S:C. Section 2601,
et seq., and the Resource Conservation and Recovery Act of 1976, as amended “RCRA”)
42 U.S.C. Section 6901, et seq. R

The term “Hazardous Substance” shall include without limitation:

(@  Those substances included within the definitions of “hazardous -
substances,” “hazardous materials,” ¢
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" RCRA the Hazardous Materials Transportatlon Act, 49 U.S.C. Section 1801, et seq., and
.~ the Toxic Substance Control Act, 15 U.S.C. Section 2601 et seq., and in the regulations

| j_f_;prcmulgated pursuant to said laws;

(b)- Those substances defined as “dangerous wastes,” “hazardous
wastes or as ‘hazardous substances” under the Water Pollution Control Act,
RCW 90 48 010 et seq., the Hazardous Waste Management Statute, RCW 70.105.010 et
seq., the Washlngton Toxic Substance Control "Act RCW 70.105B.010 et seq., the
Washlngton Model Toxics Control Act, RCW 70.105D.010 et seq., and the Toxic
Substance Control Act 15 U S.C. Section 2601 et seq., and in the regulatlons promulgated
pursuant to said lawsy .

(c) Those substances listed in the United States Department of
Transportation Table (49 CEFE. R 172.101 and amendments thereto) or by the
Environmental Protectlen Agency (or any sugeessor agency) as hazardous substances
(40 C.F.R. Part 302 and amendments thereto)

(d) Storm Water drscharge regulated under any federal, state or local

law, ordinance or regulation relatlng to storm water drains, including, but not limited to,
Section 402(p) of the Clean Water Act "33 U.S.C. Section 1342 and the regulations
promulgated thereunder. 5

(e) Such other substances materlals and wastes which are or become
regulated under applicable local, state or federal law er ‘the United States government, or
which are classified as hazardous or toxic under federal state or local laws or regulations;

(H) Any material, waste or substance WhICh is (A) petroleum,
(B) asbestos, (C) polychlorinated biphenyls, (D) desrgnated as ‘a-“hazardous substance”
pursuant to Section 311 of the Clean Water Act, 33 U.S.C. Sectlon 1251 et seq. (33 U.S.C.
Section 1321) or listed pursuant to Section 307 of the Clean Wa,ter Act (33 US.C.
Section 1317) (E) flammable explosives; (F) radroactrve matenals (G) lead—based paint; or
(H) radon gas. -'

3.16. Non-Agricultural Use.

The Real Property which is the subject of this Deed of Trust is not used princ1pally
for agricultural or farming purposes. :
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3.17. Commercial Pur;oses.

The obligations and indebtedness evidenced by the Note and, the Loan Agreement
" 'were 1ncurred primarily for commercial, investment or business purposes and not for
personal fannly or household purposes.

3 18 Amencans With Disabilities Act.

Grantor shall cause the Property to continuously be in compliance with all
applicable requ1rements of the Fair Housing Act of 1968 (as amended) and the Americans
With Disabilities Act: of 1990 (collectively, the “Acts”) (as the same may be amended from
time to time). Grantor agrees.to protect, defend, indemnify and hold harmless from and
against all liability threatened agarnst or suffered by Beneficiary by reason of a breach by
Grantor of the foregomg representatrons and warranties. The foregoing indemnity shall
include the cost of all alteratlons to the Property {including architectural, engineering, legal
and accounting costs), all ﬁnes fees and penalties, and all legal and other expenses
(including attorneys’ fees), 1ncurred in: connect1on with the Property being in violation of
the Acts and for the cost of" collectmn of the sums due under the indemnity. The
obligations of Grantor under this Paragraph 3:18 shall survive payment in full of ail sums
secured hereby and shall survive any foreclosure of this Deed of Trust or any transfer of
the Property in lieu of foreclosure.

3.19. Washington State Law Gotferns,:_.t-g

This Deed of Trust is to be governed by and construed in accordance with the laws
of the state of Washington. At the option of the Beneﬁc1ary, the venue of any action to
enforce the provisions hereof may be laid in Skagit County, Washlngton

IN WITNESS WHEREOF Grantor has executed _ th1s Deed of Trust, Security
Agreement, Assignment of Leases and Rents, and Fixture Frhng as ef the date first written

above. A0
WATS ON PROPERTIES A lelted
Partnership, a Washlngton 11m1ted partnershrp

By: MOUNTAIN GLEN MANAGEMENT
LLC, a Washington hmrted 1' "'bihty
company, General Partner o

s SN

Name AN

Title - A )
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TATE OF WASHINGTON )
| _(C@UNTY OF KING )

I certlfy that I know or have satisfactory evidence that Edward J. Watson III is the person who
appeared before me, and said person acknowledged that he signed this instrument, on oath stated that he
was authonzed to execute the instrument and acknowledged it as the authorized member of Mountain
Glen Management LLC the General Partner of Watson Properties, A Limited Partnership to be the free
and voluntary act. of such party for the uses and purposes mentioned in the instrument.

. Notary l?yvﬁhxcﬂlé@!jL : =
Print Name mﬁf f2- \%3/@

o k_My commission expires Y. 3 O/

.
VA gagans™

(Use this space for notarial stamp/seal)

B

I
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EXHIBIT A

LEGAL DESCRIPTION

Certam real property situated in Skagit County, Washington and more particularly
descnbed as follows

That portlon of the North 512. 6 feet of the Southwest ¥4 of the Northeast ¥4
of Section. 18 Townsh1p 34 North, Range 4 East, W.M., lying West of a
line 650 feet West of and parallel to the East line of said Southwest Y4 of the
Northeast ¥, EXCEPT the West 320 feet thereof.

Situate 1n theCountyofSkaglt, State of Washington.

Wi

Kathy Hlll s J

s

PADRS\DRSTSI™ .00/01/06

kagit County Auditor
42 of 42



