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DEED OF TRUST SECURITY AGREEMENT
AND. F IXTURE FILING WITH ASSIGNMENT
OF LEASES AND RENTS

LEASES AND RENTS ("Deed of Trust") is made as”of August 30, 2000 by Aaron Shur and Jeanette Shur,
Husband and Wife as "Grantor," whose address s 17179 Hope Island Lane, La Conner, WA 98257; to Island Title
Company as "Trustee," whose address is 839 South Burlington Boulevard, Burlington, WA 98233; for the benefit
of Preferred Funding, Inc., A Washington Corporatlon "Beneﬁcnary," whose address is 733 Seventh Avenue, Suite
110, Kirkland, WA 98033. -

ARTICLE I

and asmgns in trust, with power of sale and with right of entry and possessmn as provided herein, all Grantor's
estate, right, title, interest, claim and demand, now owned or hereafter acqmred in and to the following (the

l!Propertyll)

(a) The real property in Skagit County, Washington, descrlbed belowﬂand any and all improvements now
or hereafter located thereon (the "Real Property™). ~

Lot 5, ASSESSOR'S PLAT MORRIS DAN WATERFRONT TRACTS, accordmg to the plat thereof recorded in
Volume 7 of Plats, page 98, records of Skagit County, Washington;
Situated in Skagit County, Washington.

(b) All land lying in streets and roads adjoining the Real Property, and all access’ r_g sﬂ and easements
pertaining to the Real Property. e Pt
(¢) All the lands, tenements, privileges, reversions, remainders, irrigation and water rlghts royaltles

‘mineral and mineral rights, all development rights and credits, air rights, hereditaments and appurtenances;

belonging or in any way pertaining to the Real Property.

(d) All buildings, structures, improvements, fixtures, equlpment and machinery and property now ; r
hereafter attached to or used in connection with the use, occupancy or operation of the Real Propelty mcludmg, but:

not limited to, heating and incinerating apparatus and equipment, boilers, engines, motors, generatlng equlpment
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L .-:%”‘i“te]ephone and other communication systems, piping and plumbing fixtures, ranges, cooking apparatus and

" mechanical kitchen equipment, refrigerators, cooling, ventilating, sprinkling and vacuum cleaning systems, fire
;;;f"’extmgurshmg apparatus, gas and electric fixtures, irrigation equipment, carpeting, underpadding, elevators,
"f'escalators, partltlons mantles, built-in mirrors, window shades, blinds, screens, storm sash, awnings, furnishings of
public- spaces,. ‘halls and lobbies, and shrubbery and plants. All property mentioned in this subsection (d) shall be
deemed part of the realty and not severable wholly or in part without material injury to the Real Property.

(e) All rents issues and profits of the Real Property, all existing and future leases of the Real Property
(including extensmns renewals and subleases), all agreements for use and occupancy of the Real Property (all such
leases and agreements w{hethgr wrg,tten or oral, are hereafter referred to as the "Leases"), and all guaranties of
lessees' performance under the Leases together with the immediate and continuing right to collect and receive all of
the rents, income, recerpts revenues issues, profits and other income of any nature now or hereafter due (including
any income of any nature commg due during any redemption period) under the Leases or from or arising out of the
Real Property 1nclud1ng mmlmu:rn rents, additional rents, percentage rents, parking or common area maintenance
contributions, tax and i 1nsurance contrlbutlons deficiency rents, liquidated damages following default in any Lease,
all proceeds payable under any pohcy of insurance covering loss of rents resulting from untenantability caused by
destruction or damage to the Real: Property, all proceeds payable as a result of exercise of an option to purchase the
Real Property, all proceeds derwed from- the termination or rejection of any Lease in a bankruptcy or other
insolvency proceeding, all security depositsor: other deposits-for the performance of any lessee's obligations under
the Leases, and all proceeds from any.- rlghts and claims of any kind which Grantor may have against any lessee
under the Leases or any occupants of the Real Property (all of the above are hereafter collectively referred to as the
"Rents"). This subsection (e) is subject to. the rlght power and authority given to the Beneficiary in the Loan

(f) All of Grantor's rights to further encumber sald Real Property for debt and all Grantor's rights to enter
into any lease agreement which would create a tenancy that is or may become subordinate in any respect to any
mortgage or deed of trust other than this Deed of Trust

2. Collateral. The following described estate, property and rlghts of Grantor are also included as security
for the performance of each covenant and agreement of Grantor contamed herein and the payment of all sums of
money secured hereby: N

(a) All furniture, furnishings, appliances, machinery, Vehlcles equlpment and all other property of any
kind now or hereafter located on the Property, used or intended:to. be used on the Property wherever actually
located, or purchased with the proceeds of the Notes (as defined hereln) and alI r1ghts of Grantor as lessee of any
property described in this Section 2 and subsection 1(d) above. .

any interest on any of the foregomg) ansmg out of or relating to a taking or darnagmg of the Property by reason of
any public or private improvement, condemnation proceeding (including change of grade) ﬁre earthquake or other
casualty, injury or decrease in the value of the Property. e

(c) All returned premiums or other payments on any insurance policies pertammg to the fProperty and any
refunds or rebates of taxes or assessmerits on the Property. o

(d) All rights to the payment of money, accounts receivable, deferred payments, refunds cost savmgs
payments and deposits, whether now or later to be received from third parties (including all utlhty dep051ts)
-architectural and engineering plans, specifications and drawings, contract rights, governmental pennlts and licenses, ‘
and agreements and purchase orders which pertain to or are incidental to the design or constructron of any:

improvements on the Property, Grantor's rights under any payment, performance, or other bond in connection’ w1th

construction of improvements on the Property, and all construction materials, supplies, and equlpment dehvered to
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- the Property or intended to be used in connection with the construction of improvements on the Property wherever
kactually located

(e)‘bi{ All contracts and agreements pertaining to or affecting the Property including, but not limited to,
management operatmg and franchise agreements, licenses, trade names and trademarks.

(f) All of Grantor's interest in and to the proceeds of the loan (the "Loan") evrdenced by the Notes
(deﬁned b;elow) whether disbursed or not, any account into which Loan proceeds are deposited, and Grantor's own
funds now or later held on’ deposit as equity funds or for payment of bills relating to the Property.
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(g) All loan commltments or other agreements, now or hereafter in existence, which will provide Grantor
with proceeds to satrsfy the Secured Obligations (defined below) and the right to receive the proceeds due under

such commitments of agreements mcludlng refundable deposits and fees.

(h) All books and records pertalnlng to any and all of the Property and the other collateral described
above, including computer. readable data. and any computer hardware or software necessary to access and process
such data. £

(i) All additions, accessmns replacements substitutions, proceeds and products of the Property described
in this Section 2 and of any of the Property wh1ch 18 ,personal property.

The Property and all of the property and rrghts_descrlbed in Sections 1 and 2 above are referred to collectively in
this Deed of Trust as the "Collateral." | 7

3. Security Agreement. If any of the Collateral is determined to be personal property, Grantor as Debtor
hereby grants to Beneficiary as Secured Party a securlty interest in all such personal property to secure payment and
performance of the Secured Obligations. This Deed of Trust constitutes a security agreement between Grantor and
Beneficiary pursuant to the Uniform Commercial Code as adopted in the State of Washington, as now or hereafter
amended, with respect to the Collateral, and any and all property affectmg or related to the use and enjoyment of the
Property, now or hereafter described in any Unlform Commercral Code Flnancmg Statement naming Grantor as

conditions of this Deed of Trust or any other Loan Document (deﬁned below) shall include all remedies avallable to
secured parties under the Uniform Commercial Code. Grantor agrees the ﬁllng of a financing statement in the
records normally having to do with personal property shall not be: constriied as in anywise derogating from or
impairing the intention of Grantor and Beneficiary that everything used in eonnectlon ‘with the production of income
from the Property that is the subject of this Deed of Trust and/or adapted for use thereln and/or which is described
or reflected in this Deed of Trust is, and at all times and for all purposes and in all proceedings both legal or
equitable shall be, regarded as part of the real estate irrespective of whether" (1) any such item is physically attached
to the improvements, (ii) serial numbers are used for the better identification of certam equrpment items capable of
being thus identified in any list filed with the Beneficiary, or (iii) any such 1tem IS referred to or reﬂected in any

such financing statement so filed at any time.,

4. Financing Statement. This Deed of Trust shall also constitute a financing. statement ﬁled for record
in the real estate records as a fixture filing pursuant to the Uniform Commercial Code. This. Deed of ‘Trust may be
given to secure an obligation incurred for the construction of improvements on the Property, mcludlng the
acquisition of the Property, or to secure an obligation incurred to refinance an obligation- mcurred ‘<efor the
construction of improvements on the Property, including the acquisition of the Property. LY

5. Obligations Secured. The following obligations ("Secured Obligations™) are secured bythrsDeedof
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, (a) Payment of the sum of One hundred ninety thousand dollars and no/100 ($190,000.00) or so much
thereef as may be advanced, with interest thereon according to the terms.of a Promissory Note of even date in the
~:-;,jjior1gmal principal amount of One hundred ninety thousand dollars and no/100 ($190,000. 00) payable to
:Benefic1ary or order and made by Grantor, including all renewals, amendments, modifications, extensions and
substitutions therefor (the "Note"). THE NOTE CONTAINS PROVISIONS ALLOWING FOR CHANGES IN
THE INTEREST RATE ,

(b) Payment of any further sums now or hereafter advanced or loaned by Beneficiary to Grantor, or any of
its successors or a531gns and payment of every other present and future obligation owing by Grantor to Beneficiary
of any kind, and all, rénewalsg moglﬁcatlons and extensions thereof, including any interest, fees, costs, service
charges, mdemnrﬁcatlons and expenses connected with such obligations, regardless of whether such sums exceed
the amount stated above 1n subparagraph (a), if (i) the promissory note or other written document evidencing the
future advance or loan ‘or ‘other obhgatron specifically states that it is secured by this Deed of Trust, or (ii) the
advance, including costs and’ expenses incurred by Beneficiary, is made pursuant to the Notes, this Deed of Trust or
any other documents executed by Grantor evidencing, securing, or relating to the Loan, and/or the Collateral,
whether executed prior to, centemporaneously with, or subsequent to this Deed of Trust (this Deed of Trust, the
Notes and all such other documents, mcludmg any construction or other loan agreement or any agreement
evidencing an existing or future "swap transactlon" (as referred to below), and all renewals, amendments,
modifications or extensions thereof, are hereafter collectively referred to as the "Loan Documents"), together with
interest thereon at the rate set forth i in the Note unless otherwise specified in the Loan Documents or agreed in
writing. o

(c) Performance of each agreement term and condrtlon set forth or incorporated by reference in the Loan
Documents, as such may be amended. S

(d) Performance and payment of the oBlea_tions of Grantor (or any other obligor under the Notes) under
each and every existing or future "swap transaction™(i.e., any transactions governed by an ISDA master agreement),
if any, to which Grantor (or the obligor under the Note) and Beneﬁcrary are parties, if this Deed of Trust is
referenced in such transaction as a credit support document

Notwithstanding any of the foregoing, the Secured .bhgatlons shall not include the obligations of Grantor
under any Certificate and Indemnity Agreement Regarding Bulldmg Laws ‘and Hazardous Substances now or
hereafter executed by Grantor (or any other person or entity) in connectron wrth the loan evidenced by the Note.

ARTICLE 11

Grantor's mterest in the Rents and Leases. Grantor warrants it has made t no prtor a551gnment of the Rents or the
Leases and will make no subsequent assignment (other than to Beneﬁ01ary) without the prior written consent of
Beneficiary. At Beneficiary's request, Grantor shall execute and deliver to Beneﬁelary a separate assignment of
rents containing such terms and conditions (not inconsistent with this Deed of Trust) as Beneﬁc1ary may reasonably
require. The foregoing assignment is subject to the terms and conditions of any separate assrgnment of the Leases

and/or Rents, whenever executed, in favor of Beneficiary and covering the Property.

(a) Unless otherwise provided in any separate assignment of the Leases and/or the Ré , and so“long as

Grantor is not in default under the Loan Documents, Grantor may collect the Rents as the: Rents become due.

Grantor shall use the Rents to pay normal operating expenses for the Property and sums due and payments requlred

‘under the Loan Documents. No Rents shall be collected for a period subsequent to the current oné month rental

period and first or last month's rent. Grantor's right to collect the Rents shall not constitute Beneﬁcrary s consent to
the use of cash collateral in any bankruptcy proceeding. A

“ il WLIWIIII\ i IIIUIINIIIHHI\? IIII NIII

, Skagit County Audlt
9/1/2000 Page . 4 of 22 12 42 31PM




~(b) If Grantor is in default under this Deed of Trust or any other Loan Document, without notice to
Grantor, Beneficiary or its agents, or a court appointed receiver, may collect the Rents. In doing so, Beneficiary
'may (1) evict lessees for nonpayment of rent, (ii) terminate in any lawful manner any tenancy or occupancy, (iii)
wlease the Property in the name of the then owner on such terms as it may deem best, (iv) institute proceedings
agalnst any lessee for past due rent, and (v) do all other acts and things as Beneficiary deems necessary or desirable.

The Rents recelved shall be applied to payment of the costs and expenses of collectmg the Rents, including a
reasonable fee to Beneﬁcrary, a receiver or an agent, operating expenses for the Property and any sums due or
payments requlred under the Loan Documents, in such order as Beneficiary may determine. Any excess shall be
paid to Grantor, howeved flemﬁmm may withhold from any excess a reasonable amount to pay sums anticipated
to become due which eXceed the anticipated future Rents. Beneficiary's failure to collect or discontinuing collection
at any time shall not in" y'manner affect the subsequent enforcement by Beneficiary of its rights to collect the
Rents. The collectlon of ‘the Rernts by or for Beneficiary shall not cure or waive any default under the Loan
Documents. Any Rents paid- to Beneﬁcmry or a receiver shall be credited against the amount due from the lessees
under the Leases. In the event’ any. lessee under a Lease becomes the subject of any proceeding under the
Bankruptcy Code or any other federal; state or local statute which provides for the possible termination or rejection
of any Lease assigned hereby, Grantor covenants and agrees that in the event any of the Leases are so rejected, no
damages settlement shall be made w1thout the prior written consent of Beneficiary; any check in payment of
damages for rejection or termination ¢f any such Lease will be made payable both to the Grantor and Beneficiary;
and Grantor hereby assigns any such payment to Beneficiary and further covenants and agrees that upon request of
Beneficiary, it will duly endorse to the order of Beneﬁmary any such check, the proceeds of which will be applied to
any portion of the indebtedness secured hereund_er in such manner as Beneficiary may elect.

(¢) Regardless of whether or not Beneﬁci'ary;‘" in person or by agent, takes actual possessmn of the
Property or any part thereof, Beneficiary is not a:nd shall not be deemed to be: (1) "a mortgagee in possession" for
any purpose; (ii) responsible for performing any" of the obligations of the lessor under any Lease; (iii) responsible
for any waste committed by lessees or any other parties, any dangerous or defective condition of the Property, or
any negligence in the management, upkeep, repair or control.of the Property; or (iv) liable in any manner for the
Property or the use, occupancy, enjoyment or operation of" all or any part of it. In exercising its rights under this
Section 1 Beneficiary shall be liable only for the proper appllcatlon of and accountmg for the Rents collected by
Beneficiary or itsagents,. % 7

2. Leases. Grantor shall fully comply with all of the terms COIIdlthIlS and provisions of the Leases so that
the same shall not become in default and do all things necessary to: preserve the Leases in force. Unless otherwise
agreed in writing by Beneficiary, without Beneficiary's prior written consent, Grantor will not enter into any Lease
(i) on a form of Lease not previously approved by Beneficiary, (ii) for a term of three (3) years or more, or (iii)
containing an option or right to purchase all or any part of the Collateral in favor of any lessee With respect to any
Lease of the whole or any part of the Property involving an initial term of th"re'e (3) years-or. more, Grantor shall not,
without the prior written consent of Beneficiary, (a) permit the assignment or subIettmg of all or part of the lessee's
rights under the Lease unless the right to assign or sublet is expressly reserved by the lessee’ under the Lease, (b)
modify or amend the Lease for a lesser rental or term, or (c) accept surrender of the Lease or terminate the Lease
except in accordance with the terms of the Lease providing for termination in the event of a default Any proceeds
or damages resulting from a lessee's default under any Lease, at Beneficiary's option, shall be pald to-Beneficiary
and applied against sums owed under the'Loan Documents even though such sums may not be’ due-and payable.
Except for real estate taxes and assessments, without Beneficiary's prior written consent, Grantor shall not. permit
any lien to be created against the Property which may be or may become prior to any Lease. .If the Property is
partially condemned or suffers a casualty, Grantor shall promptly repair and restore the Property in order to comply

‘with the Leases.

T
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“"1. Non-Agricultural Use. Grantor represents and warrants to Beneficiary that neither the Property nor

ﬁl_.an’y gther Collateral is used principally or primarily for agricultural or farming purposes.

i e 2 Performance of Obligations. Grantor shall promptly and timely pay all sums due pursuant to the Loan
Documents strlctly comply with all the terms and conditions of the Loan Documents, and perform each Secured
Ob11gat10n in accordance with its terms.

31 Warrantv of Title. Grantor warrants that it has good and marketable title to an indefeasible fee simple
estate in the’ Property (unless Grantor's present interest in the Property is described as a leasehold interest, in which
case Grantor warrants thatat Lawful,ly possesses and holds a valid leasehold interest in the Property as described),
and good marketable t1tle to the ‘personal property Collateral, subject to no liens, encumbrances, easements,
assessments, security mterests clalms or defects of any kind prior or subordinate to the lien of this Deed of Trust,
except those listed in Beneﬁcrary s ‘title insurance policy or approved by Beneficiary in writing (the "Exceptions")
and real estate taxes and assessments for the current year. Grantor warrants the Exceptions and the real estate taxes
and assessments are not delmquent or.in default, and Grantor has the right to convey the Property to Trustee for the
benefit of Beneficiary, and. the rrght to- grant a security interest in the personal property Collateral. Grantor will
warrant and defend title to the Collateral and will defend the validity and pr10r1ty of the lien of this Deed of Trust
and the security interests granted herem agalnst any claims or demands.

4. Prohibited Liens.

statutory liens (including taxes, mechamc s or materlalmen s liens) to be filed against the Collateral except for real
estate taxes and assessments not yet due and hens permrtted by the Loan Documents or approved by Beneficiary in

writing,

(b) Grantor will have the right to contest':"iri" good faith by appropriate legal or administrative proceeding
the validity of any prohibited lien, encumbrance or charge” 50° long as (i) no default exists under the Loan
Documents, (ii) Grantor first deposits with Beneficiary a.bond or other security satisfactory to Beneficiary in the
amount reasonably required by Beneficiary, but not more than the amounts specified in RCW 60.04.161, as now or
hereafter amended; (iii) Grantor immediately commences its co'r'xt'est of such lien, encumbrance or charge applies to
court for a show cause as provided for in RCW 60.04. 221(9) as now or: hereafter amended, and continuously
pursues the contest in good faith and with due diligence; (iv) foreclosure of the lien, encumbrance or charge is
stayed; and (v) Grantor pays any judgment rendered for the lien cIalmant or. other third party within ten (10) days
after the entry of the judgment. If the contested item is a mechanic's .or- materlalmens lien, Grantor will furnish
Beneficiary with an endorsement to its title insurance policy which insures the pr10r1ty of this Deed of Trust over the
lien being contested. Grantor will discharge or elect to contest and post an approprrate_{,_bond or other security within

twenty (20) days of written demand by Beneficiary. @~

5. Payment of Taxes and Other Encumbrances. Grantor shall pay the real” ‘egtate taxes and any
assessments or ground rents at least seven (7) days prior to delinquency unless otherwrse provrded for in the reserve
account described in Section 15 below. All other encumbrances, charges and liens’ affectmg ‘the .Collateral,
including mortgages and deeds of trust, whether prior to or subordinate to the lien of this Deed ‘of Trust, shall be
paid when due and shall not be in default. “On request Grantor shall furnish evidence of paymen of these 1tems

6. Maintenance - No Waste. Grantor shall protect and preserve the Collateral and mamtam 1t m good
condition and repair. Grantor shall do all acts and take all precautions which, from the character and use of the
- Collateral, are reasonable, proper or necessary to so maintain, protect and preserve the Collateral. Grantor shall notu

commit or permit any waste of the Collateral. o

7. Alterations. Removal and Demolition. Unless otherwise agreed in writing by Beneﬁmary,
permitted pursuant to the Construction Loan Agreement of even date, Grantor shall not structurally alter remove or‘"
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"*”c_j‘demohsh any building or improvement on the Property without Beneficiary's prior written consent. . Grantor shall

~ pot remove any fixture or other item of property which is part of the Collateral without Beneficiary's prior written
f-l;f{__consent unless the fixture or item of property is replaced by an article of equal suitability, owned by Grantor free
and clear of any hen or security interest.

8 Completlon Repair and Restoration. Grantor shall promptly complete or repair and restore in good
workmanllke manner any building or improvement on the Property which may be constructed or damaged or
destroyedrand shall pay all costs incurred therefor. Prior to commencement of any construction requiring a building
permit, Grantor shall’ submlt the plans and specifications for Beneficiary's approval and furnish evidence of
sufficient funds to co:mpléft!el the work.,

9. Compllance Wlth Laws. Grantor shall comply with all laws, ordinances, regulations, covenants,
conditions, and restrictlons affectmg the Collateral, including, without limitation, all applicable requirements of the
Fair Housing Act of 1968 (ds amended) and the Americans With Disabilities Act of 1990 (as the same may be
amended from time to time), and shall not commit or permit any act upon or concerning the Collateral in violation
of any such laws, ordinances; regulatlons ‘covenants, conditions, and restrictions. Grantor shall defend, indemnify
and hold Beneficiary harmless from and agamst all liability threatened against or suffered by Beneficiary by reason
of a breach by Grantor of the foregomg tepresentations, warranties, covenants and agreements. The foregoing
indemnity shall include the cost of all-alterations to the Coltateral (including architectural, engineering, legal and
accounting costs), all fines, fees and penal‘nes and all legal and other expenses (including attorneys' fees) incurred
in connectlon with the Property bemg m V1olat10n of any such laws, ordinances, regulatlons covenants conditions

Collateral by foreclosure or deed in lleu of foreclosure of this Deed of Trust or by other means, the foregoing
indemnification obligation shall survive such: foreclosure or deed in lieu of foreclosure or other acquisition of the
Collateral. Notwithstanding the preceding sentence; Grantor shall have no obligation to defend, indemnify or hold
Beneficiary harmless from any liability arising from-or out of the activities of Beneficiary or its agents with respect
to the Collateral on or after the transfer of the Collateral to Beneﬁcrary pursuant to foreclosure proceedings or in
lieu thereof. A

10. Impairment of Collateral. Grantor shall not, rvithout ‘{Béneﬁciary s prior written consent, change the
general nature of the occupancy of the Property, initiate, acquire or permrt (within its control) any change in any
public or private restrictions (including without limitation a zonmg reclass1ﬁcat10n) limiting the uses which may be
made of the Collateral, or take or permit (within its control) any act10n Wthh would impair the Collateral or
Beneficiary's lien or security interest in the Collateral. g

11. Inspection of Collateral. Beneficiary and/or its represen_t;éfive may inspect the Collateral at
reasonable times after reasonable notice.

12. Grantor's Defense of Collateral. Grantor shall appear in and defend any act1on or proceeding which
may affect the Collateral or the rights or powers of Beneficiary or Trustee under thlS Deed of Trust

13. Beneficiary's Right to Protect Collateral. Beneficiary may commence;"* ppear in, and defend any
action or proceedmg which may affect the Collateral or the rights or powers of Beneﬂc1ary:o*' Trustee under this
Deed of Trust. Beneficiary may pay, purchase, contest or compromise any encumbrance, charg when not listed as
an Exception which in its judgment appears to be prior or superior to the lien of this Deed of Tius .f_,;If Grantor fails
to make any payment or do any act required under the Loan Documents, Beneficiary, without any obhgaﬁon to do
so and without releasing Grantor from any obligations under the Loan Documents, may make the payment or cause

‘the act to be performed in such manner and to such extent as Beneficiary may deem necessary to protect the
Collateral. Beneficiary is authorized to enter upon the Property for such purposes. In exercising any of these
powers, Beneficiary may incur such expenses, in its absolute discretion, it deems necessary. ; "
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:..:»:(a) Grantor represents and warrants to Beneficiary, to the best of Grantor's knowledge after due and
~:-;,jjfd111gent mqulry, except as otherwise disclosed in the "Reports" (as defined in the Certificate and Indemnity
:Agreement Regardmg Building Laws and Hazardous Substances of even date made by Grantor for the benefit of
Beneﬁr:lary) no_hazardous or toxic waste or substances are being stored on the Property or any adjacent property
nor have any such waste or substances been stored or used in, on, under, over or about the - Property or any adjacent
property prior to or durmg Grantor's ownership, possession or control of the Property, other than the use or storage
of hazardpus-or, toxic waste or substances generally used in the ordinary course of operating, maintaining or
developing propertles such as the Property, all of which Grantor covenants have and will be used, stored and
disposed of in- accorda{icefwtth commerc:lally reasonable practices and all applicable federal, state and local laws,
regulations and ordlnances ‘Grantor shall provide written notice to Beneficiary immediately upon Grantor
becoming aware that the Pr0perty or any adjacent property is being or has been contaminated with hazardous or
toxic waste or substances Grantor will not cause nor permit any activities on the Property which directly or
indirectly could result in the Property or any other property becoming contaminated with hazardous or toxic waste
or substances. For purposes. of this. Deed of Trust, the term "hazardous or toxic waste or substances”" means any
chemical, substance or materlal clas51ﬁed or designated as hazardous, toxic or radioactive, or similar term, and now
or hereafter regulated under any appllcable federal, state or local statute, regulation, ordinance or requirement, now
or hereafter in effect, pertaining to, envuonmental protection, contamination or cleanup.

(b) Grantor shall comply, at Grantor s'expense, with-all statutes, regulations and ordinances which apply to
Grantor or the Collateral; and with all orders, decrees or judgments of governmental authorities or courts having
jurisdiction which Grantor 1s bound’ by, relatm tof the use, collection, storage, treatment control, removal or

operations or other activities on, or the contammatlen ef the Property. Beneficiary may, but is not obligated to
enter upon the Property to inspect it for comphance and to take such actions and incur such costs and expenses to
effect such compliance as it deems advisable to protect its interest as Beneficiary; and whether or not Grantor has
actual knowledge of the existence of hazardous or toxic substances:in, on, under, over or about the Property or any
adjacent property as of the date hereof, Grantor shall reimburse Beneﬁc1ary on demand for the full amount of all
costs and expenses incurred by Beneficiary prior to Beneﬁcxary acqulrmg title to the Property through foreclosure or
deed in lieu of foreclosure, in connection with such comphance actwltles

(c) Grantor's obligations under this Section 14 are uncendmonal and shall not be limited by a non-
recourse or other limitations of liability provided for in this Deed of Trust or any other Loan Document.

15. Reserve Account.

(a) SubJect to subsectlon (d) below, if Beneficiary so requires, Grantor shall pay to Beneﬁ01ary monthly,
ground rents, if any, the real estate taxes and assessments next due on the Property and the premiums next due on
insurance policies required under the Loan Documents, less all sums already paid therefor d1v1ded by the number of
months to elapse before two (2) months prior to the date when the ground rents, real estate taxes ‘assessments and
insurance premiums will become delinquent. The monthly reserve accounts payments and any_ other payments due
under the Notes shall be paid in a single payment and applied by Beneficiary, at its optlon m'“-the follewing order:
(1) ground rents, real estate taxes, assesSménts and insurance premiums, (2) expenditures made pursuant to the Loan
Documents and interest thereon, (3) interest on the Notes, and (4) principal due on the- Notes. . Grantor shall
promptly deliver to Beneficiary all bills and notices pertaining to the ground rents, taxes, assessments and 1nsurance
premiums. e

(b) The reserve account is solely for the protection of Beneficiary. Beneﬁmary shall have nog

responsibility except to credit properly the sums actually received by it. No interest will be paid on the ﬁ.lnds m*the
reserve account and Beneficiary shall have no obligation to deposit the funds in an interest-bearing account. Upon’";t |

assignment of this Deed of Trust by Beneﬁ01ary, any funds in the reserve account shall be turned over. to the‘"
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{‘:as51gnee and any responsibility of Beneficiary with respect thereto shall terminate. Each transfer of the Property

shall automatlcally transfer to the grantee all rights of Grantor to any funds in the reserve account.

_(c) If the total of the payments to the reserve account exceeds the amount of payments actually made by
Beneﬁmary, plus such amounts as have been reasonably accumulated in the reserve account toward payments to
become' due, such excess may, at Beneficiary's election, be (1) credited by Beneficiary against sums then due and
payable under the Loan Documents, or (2) refunded to Grantor as its name appears on the records of Beneficiary.
If, howevpr the reserve account does not have sufficient funds to make the payments when they become due,
Grantor shall’ pay to. Beneﬁcmry the amount necessary to make up the deficiency within fifteen (15) days after
written notice to Grantdr WIf tkns Deed of Trust is foreclosed or if Beneficiary otherwise acquires the Collateral, the
Beneficiary shall, at the time of commencement of the proceedings or at the time the Collateral is otherwise
acquired, apply the remammg funds in the reserve account, less such sums as will become due during the pendency
of the proceedings, agamst the sums due under the Loan Documents and/or to make payments required under the
Loan Documents. S

(d) Grantor shall’ not be requlred to pay monthly reserve account payments so long as there has been no
more than four (4) late payments due under the Notes throughout the term of the Loan and there is no other default
under the Loan and so long as Grantor remains. in. ~ownership of the Collateral, provided receipted bills evidencing
the payment of all taxes and/or assessments and insurance premiums are exhibited to Beneficiary within fifteen (15)
days after Beneficiary's request therefor.” Upon any change in any of these conditions, Beneficiary may, at its option
then or thereafter exercised, require the payment of reserves pursuant to this Section 15.

16. Repayment of Beneficiary’s. Expendltures Grantor shall pay within ten (10) days after written
notice from Beneficiary all sums expended by Beneﬁclary and all costs and expenses incurred by Beneficiary in
taking any actions pursuant to the Loan Documents ircluding attorneys' fees, accountants' fees, appraisal and
inspection fees, and the costs for title reports. If any laws or regulations are passed subsequent to the date of this
Deed of Trust which require Beneficiary to incur out-of-pocket expenses in order to maintain, modify, extend or
foreclose this Deed of Trust, revise the terms of the Loan or consent to an Accelerating Transfer (as defined below),
Grantor shall reimburse Beneficiary for such expenses within fifteen ( 15) days after written notice from Beneficiary.
Expenditures by Beneficiary shall bear interest from the date of suchi advance or expenditure at the default interest
rate m the Notes shall constltute advances made under thls Deed of Trust and shall be secured by and have the same

interest thereon, Beneficiary may, at its optlon without foreclosmg the 11en of this Deed of Trust, commence an
independent action against Grantor for the recovery of the expendltures and/or advance any undisbursed Loan
proceeds to pay the expenditures. | ¢

17. Accelerating Transfers.

possessory rights, or other transfer of all or any mater1a1 part of the Collateral or any mterest in it, whether
voluntary, involuntary, by operation of law or otherwise, and whether or not for record or for consideration. If
Grantor is a corporation, "Accelerating Transfer” also means any transfer or transfers of shares possessing, in the
aggregate, more than fifty percent (50%) of the voting power. If Grantor is a partnershlp,': "Acceleratmg Transfer”
also means withdrawal or removal of any general partner, dissolution of the partnership, under Washington law, or
any transfer of any transfers of, in the aggregate, more than fifty percent (50%) of the’ partnershrp interests. If
Grantor is a limited liability company or other form of limited liability entity, "Accelerating; Transfer" also means
any transfer or transfers of membership or management units, shares or other forms of mterest' in” such entity,
possessing, in the aggregate, more than fifty percent (50%) of the voting power. If Grantor is the ma_lorlty owner of
‘a business, either through ownership of shares of a corporation or interest in a partnership, limited 11ab111ty company,
or other entity, which occupies seventy-five percent (75%) or more of the improvements on" ‘the- Property,:
"Accelerating Transfer" also means any sale, contract to sell, or other transfer of the business or substantlal assets of
the business, other than in the ordinary course, or the failure of the business to continue to occupy the Property o
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A (b) Grantor acknowledges Beneficiary is taking actions in reliance on the expertise, skill, expenence and
rehablhty of Grantor, and the obligations secured hereby include material elements similar in nature to a personal
~:-;,jf“serv1ce contract or ownership interest. In consideration of Beneficiary's reliance, Grantor agrees that Grantor shall
‘not, make any Accelerating Transfer without Beneficiary's prior written consent, which Beneficiary may withhold in
its: sole d1scretlon If Beneficiary consents, it may chatrge the Grantor a fee as consideration for such consent and
cond1t10n its consent on such changes to the terms and conditions of the Notes and other Loan Documents as
Beneﬁ01ary may . requlre including without limitation increasing the interest rate on the Notes. Grantor shall pay
Beneﬁcm’y s actual costs incurred in making its decision to consent to an Accelerating Transfer, including but not
limited to the’ cost of credlt reports, an updated appraisal of the Property, an updated environmental assessment and
documentation.” If : any 'Aloceleratang Transfer occurs without Beneficiary's prior written consent, Beneficiary in its
sole discretion 1 may declare.-an lmmedlate default and all sums secured by this Deed of Trust to be immediately due
and payable, and Beneﬁc1ary may invoke any rights and remedies provided herein. This provision shall apply to
each and every Acceleratlng Transfer regardless of whether or not Beneficiary has consented or waived its rights,
whether by action or nonactlon 1n connectlon with any previous Accelerating Transfer(s).

(c) If all or any part of this Sectlon 17 relevant to a particular Accelerating Transfer is unenforceable
according to the law in effect at the time of the Accelerating Transfer, then Grantor shall reimburse Beneficiary for
its actual costs incurred in processmg the Acceleratmg Transfer on its records, including but not limited to the cost
of modifications of Loan Documénts, an appr_alsal and obtaining relevant credit and financial information.

18. Release of Partles or Collateral'% -,::Wlthout affecting the obhgatlons of any party under the Loan

Beneficiary and/or Trustee may, w1thout nottce (a) release all or any Grantor and/or any other party now or
hereafter liable for any of the Secured Obhgatlons (mcludmg guarantors), (b) release all or any part of the
Collateral, (c) subordinate the lien of this Deed of Trust or Beneficiary's security interest in the Collateral, (d) take
and/or release any other security for or guarantees of the Secured Obligations, (e) grant an extension of time for
performance of the Secured Obligations, (f) modlfy, ‘waive, forbear, delay or fail to enforce any of the Secured
Obligations, (g) sell or otherwise realize on any other securlty or. guaranty prior to, contemporaneously with or
subsequent to a sale of all or any part of the Collateral,’ (h) ‘make advances pursuant to the Loan Documents
mcludlng advances in excess of the Notes amount, (i) consent to the makmg of any map or plat of the Property, and
releases, extensions or modifications without notice to or consent from the subordlnate lienholder. Grantor shall
pay any Trustee's, attorneys', title insurance, recording, inspection or other fees or expenses incurred in connection
with release of Collateral, the making of a map, plat or the grant of : an easement -

ARTICLE 1V

1. Insurance.

(a) Grantor shall maintain such insurance on the Collateral as may be requlred from time to time by
Beneficiary, with premiums prepaid, providing replacement cost coverage and i insuring, agamst loss by fire and such
other risks covered by extended coverage insurance, and such other perils and risks as Beneﬁc1ary may require from
time to time, including loss of rents and business interruption. Grantor also shall maintain comprehenswe general
public liability insurance and if the Property is located in a designated flood hazard area, ﬂo' _._x_msurance All
insurance shall be with companies satisfactory to Beneficiary and in such amounts and with" such” coverages as
Beneficiary may require from time to time, with lender's loss payable clauses in favor of and in. ferm satlsfactory to
Beneficiary. At least thirty (30) days prior to the expiration of the term of any insurance pohcy; Grantor-shall
furnish Beneficiary with written evidence of renewal or issuance of a satisfactory replacement pollcy It requested .
Grantor shall deliver copies of all polices to Beneficiary. Each policy of insurance shall provide Beneﬁmary" w1th':
no less than forty-five (45) days prior written notice of any cancellation, expiration, non-renewal or modiﬁeiati g
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" (b) In the event of foreclosure of this Deed of Trust all interest of Grantor in any insurance policies
pertammg to the Collateral and in any claims against the policies and in any proceeds due under the policies shall
;;;f:p ass to Benefic1ary

(c) It under the terms of any Lease the lessee is required to maintain insurance of the type required by the
Loan Documents and if the insurance is maintained for the benefit of both the lessor and Beneficiary, Beneficiary
will accept such pohc1es provided all of the requirements of Beneficiary and the Loan Documents are met. In the
event the fessee falls to mamtaln such insurance, Grantor shall promptly obtain such policies as are required by the
Loan Documents T

U

(d) If Gra.ntor falls to maintain any insurance required of it by Beneficiary, or fails to pay any premiums
with respect to such msurance Beneﬁcrary may obtain such replacement insurance as it deems necessary or
desirable, or pay the'] necessary premlum on behalf of Grantor, and any sums expended by Beneficiary in so doing
shall be added to the prlnc1pa1 balance of the Notes and bear interest at the default interest rate set forth in the Notes.

2. Damages and 'C:ndc-mnaﬂ-o.n*and Insurance Proceeds.

(a) Grantor hereby absolutely and irrevocably assigns to Beneficiary, and authorizes the payor to pay to
Beneficiary, the following claims, _causes: of .action, awards; payments and rights to payment: (i) all awards of
damages and all other compensation’ payable directly or indirectly because of a condemnation, proposed
condemnation or taking for public or prlvate use WhICh affects all or part of the Collateral or any interest in it; (ii) all
other awards, clalms and causes of actlon, arlsmg out of any warranty affecting all or any part of the Collateral, or
any insurance policies payable because of loss sustamed to all or part of the Collateral; and (1v) all interest which
may accrue on any of the foregoing. e

(b) Grantor shall immediately notify Ben'é‘ﬁciary in writing if: (i) any damage occurs or any injury or loss
is sustained in the amount of $25,000 or more to ail or part of the Collateral, or any action or proceeding relating to
any such damage, injury or loss is commenced, or (ii) any. offer is made or any action or proceeding is commenced,
which relates to any actual or proposed condemnation or takmg of all or part of the Collateral. If Beneficiary
chooses to do so, it may in its own name appear in or prosecute any actlon .or proceeding to enforce any cause of
action based on warranty, or for damage, injury or loss to all or pa:rt of: the Collateral, and it may make any
compromise or settlement of the action or proceeding. Beneﬁ01ary, if it so chooses may participate in any action or
proceeding relating to condemnation or taking of all or part of the Collateral and may join Grantor in adjusting any
loss covered by insurance. S

(c) All proceeds of these assigned claims, other property and rlghts whicir "%Grantor may receive or be

entitled to shall be paid to Beneficiary. In each instance, Beneficiary shall- apply those proceeds first toward
reimbursement of all of Beneficiary's costs and expenses of recovering the proceeds mcludmg attorneys fees.

(d) If, in any instance, each and all of the following conditions are sat1sﬂed in Beneﬁmarys reasonable
judgment, Beneficiary shall permit Grantor to use the balance of the proceeds ("Net Claims Proceeds") to pay costs
of repairing or reconstructing the Collateral in the manner described below: (i) the plans’ and specifications, cost
breakdown, construction contract, construction schedule, contractor, and if reasonably* requlred___by Beneficiary
(following its review of the financial condition of the contractor)payment and performance. bond for the work of
repair or reconstruction must all be acceptable to Beneficiary; (ii) Beneficiary must receive evrdence satlsfactory to
it that after repair or reconstruction, the Collateral will be at least as valuable as it was unmedlately before the
~damage or condemnation occurred; (iii) the Net Claims Proceeds must be sufficient in Beneficiary's' determmatlon‘
to pay for the total cost of repair or reconstruction, including all associated development costs and mtercst projected

to be payable on the Notes until the repair or reconstruction is complete; or Grantor must provide its own funds m
an amount equal to the difference between the Net Claims Proceeds and a reasonable estimate, made by Grantor a:nd

found acceptable by Beneficiary, of the total cost of repair or reconstruction; (iv) Beneﬁc1ary must recelve ev1dcnce )
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"ff_;:satlsfactory to it that all Leases will continue after the repair or reconstruction is complete; (v) Beneficiary has
b received evidence satisfactory to it, that reconstruction and/or repair can be completed at least three (3) months prior

~‘-l§;:_to the date the Notes secured by this Deed of Trust is due and payable; and (vi) no default under any of the Loan
Docurnents shall have occurred and be continuing. If the foregoing conditions are met to Beneficiary's satisfaction,

Beneﬁmary shall hold the Net Claims Proceeds and any funds which Grantor is required to provide and shall
disburse them to: Grantor to pay costs of repair or reconstruction upon presentation of evidence reasonably
satlsfactory to Beneﬁcrary that repair or reconstruction has been completed satisfactorily and lien-free. However, if
Beneﬁmary finds that one or more of the conditions are not satisfied, it may apply the Net Claims Proceeds to pay
or prepay some > or a of the Notes

ARTICLE V

L. Default-Remedies.

(a) Grantor will be. m_*d fault under this Deed of Trust if (i) Grantor fails to make any payment when due
under the Notes, this Deed of Trust or any other Loan Document; (ii) there is a default under, a breach of, or failure
to perform any other covenant, agreement or obligation to be performed under this Deed of Trust or any other Loan
Document or under any guaranty of all or: any ‘part of the Secured Obligations; (iii) any representation or warranty
contained in this Deed of Trust or-any: other Loan Document; or any financial information furnished by Grantor or
its agents to Beneficiary in connection wrth the Loan, proves to be false or misleading in any material respect;
(iv)Grantor defaults under any lease or-other- contract or agreement relating to the Collateral, and such default is not
cured within the applicable cure period; if, any, (v) Grantor is in default with respect to any other loan from
Beneficiary to Grantor or Grantor defaults under any other Loan Document; (vi) Grantor or any guarantor of the
Loan fails to pay his, her or its debts generally as they become due, or files a petition or action for relief under any
bankruptcy, reorganization or insolvency laws: 0L makes an assignment for the benefit of creditor; or (vii) an
involuntary petition is filed against Grantor or any guarantor of the Loan under any bankruptcy, reorganization or
other insolvency laws, or a custodian, receiver or trustee is appomted to take possession, custody or control of the
Collateral or any other properties of Grantor, or the assets. of any guarantor of the Loan, and such petition or
appointment is not set aside, withdrawn or dismissed w1th1n thlrty (3 0) days from the date of filing or appointment.

other indebtedness evidenced by the Notes or any other Loan Document unmedlately due and payable after notice
as set forth in Section 2 below, and/or exercise its rights and remedles under the Loan Documents and applicable
law including foreclosure of this Deed of Trust judicially as a mortgage or nonjudlclally pursuant to the power of
sale. Beneficiary's exercise of any of its rights and remedies shall not constitute. a- waiver or cure of a default.
Beneficiary's failure to enforce any default shall not constitute a waiver of the default or any subsequent default In
report) shall be paid for by Grantor. If the Loan Documents are referred ‘t0an attorney for enforcement or
preservation of Beneficiary's rights or remedies, whether or not suit is filed or any proceedmgs are commenced,
Grantor shall pay all Beneficiary's costs and expenses including Trustee's and attorneys fees (including attorneys'
fees for any appeal, bankruptcy proceeding or any other proceeding), accountants' fees appralsal and inspection
fees and cost of title report. :

2. Notice and Opportunity to Cure. Notwithstanding any other pl‘OVlSlOIl of th» .;Deed of Trust,
Beneficiary shall not accelerate the maturity of one or more of the Secured Obligations (a) because of a monetary
default (defined below) by Grantor unless Grantor fails to cure the default within ten (10) days of the date’ on which
Beneficiary mails or delivers written notice of the default to Grantor, or (b) because of a nonmonetary default
* (defined below) by Grantor unless Grantor fails to cure the default within thirty (30) days of the date on which
Beneﬁcmry mails or delivers written notice of the default to Grantor. For purposes of this Deed of Trust the’ term

"monetary default" means a failure by Grantor to make any payment required of it pursuant to the Notes or_;"

to perform any obligation contained in the Notes or any other Loan Document, other than the oblrgatlon to- make'*
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other Loan Document, and the term "nonmonetary default" means a failure by Grantor or any other person or entzty'




--f”‘jpaymenfs provided for in the Notes or any other Loan Document. If a nonmonetary default is capable of being

" cured and the cure cannot reasonably be completed within the thirty (30) day cure period, the cure period shall be
~:-;,jjf extended up to ninety (90) days so long as Grantor has commenced action to cure within the thirty (30) day cure
perlod and in Beneficiary's reasonable opinion, Grantor is proceeding to cure the default with due diligence. None
of: the foregomg shall be construed to obligate Beneficiary to forebear in any other manner from exercising its
remed1es and Beneﬁ01ary may pursue any other rights or remedies which Beneficiary .may have because of a
default S

3. Cumulatrve Remedles To the fullest extent allowed by law, all Beneficiary's and Trustee's rights and
remedies speciﬁed in, thelrboaa;r Doguments (including this Deed of Trust) are cumulative, not mutually exclusive
and not in substitution- forn_.:any rights or remedies available at law or in equity. Without waiving its rights in the
Collateral, Beneﬁmary m ;:'_proceed against Grantor or may proceed against any other security or guaranty for the
Secured Obligations; in “uch order and manner as Beneficiary may elect. The commencement of proceedings to
enforce a particular remedy shall not preclude the discontinuance of the proceedings and the commencement of
proceedings to enforce a dlfferent remedy

4. Entry. Aftera default Beneﬁclary, in person, by agent or by court appointed receiver, may enter, take
possession of, manage and operate all or:any- part of the Collateral, and may also do any and all other things in
connection with those actions that Beneﬁc,lary may consider necessary and appropriate to protect the security of this
Deed of Trust, including taking and possessing all of Grantors or the then owner's books and records; entering into,
enforcmg, modlfymg, or cancelmg Leases on sueh terms and condltlons as Beneficiary may consider proper;

hereby 1rrevocab1y constitutes and appoints Beneﬁ01ary as its attorney-in-fact to perform such acts and execute such
documents as Beneficiary in its sole discretion- ‘may ‘consider to be appropriate in connection with taking these
measures. Although the foregoing power of attorney is effective nnmedrately, Beneficiary shall not exercise the
power until the occurrence of a default.

5. Appointment of Receiver. In the event of : a default Grantor consents to, and Beneficiary, to the
fullest extent permltted by applicable law shall be entitled, wrthout notlce bond or regard to the adequacy of the

and powers customarily given to and exercised by a receiver, all the rlghts and powers granted to Beneficiary by the
Loan Documents. The receiver shall be entitled to receive a reasonable fee for management of the Property. If
Grantor is an occupant of the Property, Beneficiary has the right to. requ1re Grantor to pay rent at fair market rates
and the right to remove Grantor from Property if Grantor fails to pay rent. " = .

_]ud101ally or nonjudicially, the Collateral may be sold separately or as a whole “at- the optlon of Beneficiary. In the
event of a trustee's sale of the Collateral pursuant to the power of sale granted herem Beneﬁcrary hereby assigns its
security interest in the personal property Collateral to the trustee. Beneficiary may also, realize on the personal
property Collateral in accordance with the remedies available to secured parties under’ the Unlform Commercial
Code or at law. In the event of a trustee's sale, Grantor, and the holder of any subordinate hens or security interest
with actual or constructive notice hereof, waive any equitable, statutory or other right. they may have to require
marshaling of assets in connection with the exercises of any of the remedies permitted by apphcable law or provided
herein, or to direct the order in which any of the Collateral will be sold in the event of any sale u““'der th1s Deed of
Trust or foreclosure in the inverse order of alienation. et ;

7. Foreclosure of Lessee's Rights - Subordination. Beneficiary shall have the rlght “at: 1ts optlon ‘to
foreclose this Deed of Trust subject to the rights of any lessees of the Property. Beneficiary's failure to foreclose

against any lessee shall not be asserted as a claim against Beneficiary or as a defense against any clarm by
Beneficiary in any action or proceeding. Beneficiary at any time may subordinate this Deed of Trust to any or alI of E

the Leases except that Beneficiary shall retain its priority claim to any condemnation or insurance proceeds
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~* /8. Repairs During Redemption. In the event of a Judicial foreclosure the purchaser during any
;-;;fredemptlon perlod may make such repairs and alterations to the Property as may be reasonably necessary for the
Hﬂproper operat1on care, preservation, protection and insuring of the Property. Any sums so paid, together with
interest from the date of the expenditure at the rate provided in the judgment, shall be added to the amount required
to be paJd for redemptron of the Property.

g A ARTICLE VI

1. Addltronal Sec 51 y. Documents. Grantor shall within fifteen (15) days after request by Beneficiary
execute and deliver any f'mancrng statement renewal, affidavit, certificate, continuation statement, or other
document Beneﬁmary may request in order to perfect, preserve, continue, extend, or maintain security interests or
liens granted herein to Benefimary and the priority of such security interests or liens. Grantor shall pay all costs and
expenses incurred by Beneﬁcrary in connection with the preparation, execution, recording, filing, and refiling of any
such document.

2. Reconveyance After Pavment - Upon written request of Beneficiary stating that all obligations secured
by this Deed of Trust have been pald Trustee shall reconvey, without warranty, the Collateral then subject to the
lien of this Deed of Trust. Grantor. shall pay any costs, trustee's fees and recording fees incurred in so reconveying
the Property. S

3 Nonwaiver of Terms and Condltlons Trme is of the essence with respect to performance of the

shall not constitute a waiver of the obhgatlon or any subsequent required performance of the obligation. No term or
condition of this Deed of Trust or any other Loan Documents may be waived, modified or amended except by a
written agreement signed by Grantor and Beneﬁc1ary Any waiver of any term or condition of the Loan Documents
shall apply only to the time and occasion specified in the walver and shall not constitute a waiver of the term or
condition at any subsequent time or occasion.

4. Waivers by Grantor. Without affecting any of Grantors obligations under the Loan Documents,
Grantor waives the following: (a) any right to require Beneﬁ01ary to proceed against any specific party liable for
sums due under the Loan Documents or to proceed against or exhaust any speclﬁc security for sums due under the
Loan Documents; (b) notice of new or additional indebtedness of any Grantor or any other party liable for sums due
under the Loan Documents to Beneficiary; (¢) any defense arising. out.. of. Beneﬁcrary entering into additional
financing or other arrangements with any Grantor or any other party liable- for sums due under the Loan Documents
and any action taken by Beneficiary in connection with any such financing or ‘other- arrangements or any pending
financing or other arrangements; (d) any defense arising out of the absence, rmpamnent or loss of any or all rights
of recourse, reimbursement, contribution or subrogation or any other rlghts" or remedies’ of Beneficiary against any
Grantor or any other party liable for sums due under the Loan Documents or any Collateral and (e) any obligation

of Beneficiary to see to the proper use and application of any proceeds advanced pursuant to thet Loan Documents.

5. Right of Subrogation. Beneficiary is subrogated to the rights, whether legal or equitable of all
beneficiaries, mortgagees, lienholders and owners directly or indirectly paid off or satrsﬁed in whole .or in part by
any proceeds advanced by Beneficiary under the Loan Documents, regardless of whether suc - artles assngned or
released of record their rights or liens upon payment. e -

6. Joint and Several Liability. If there is more than one Grantor of this Deed of Trust, thelr obhgatrons
- shall be joint and several. 5

7. Statement of Amount Owing. Grantor within fifteen (15) days after request by Beneﬁmary _wlll
furnish Beneficiary a written statement of the amount due under the Loan Documents, any offsets ot defenses":_;

against the amount claimed by Grantor, and such other factual matters as Beneficiary may reasonably request
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8 Books and Records; Financial Statements.

P (a) Grantor will keep and maintain at Grantor's address stated above, or such other place as Beneficiary
may approve in wrrtmg, books of accounts and records adequate to reflect correctly the results of the operation of
the Property and copies of all written contracts, leases and other instruments which affect the Property. Such books,

records, contracts, leases and other instruments shall be subject to examination, inspection and copying at any
reasonable time by BeneﬁCIary Except as otherwise agreed in writing by Beneficiary, Grantor shall provide to
Beneficiary wrthm ninety (90) days after the end of each of Grantor's fiscal years (or within twenty (20) days of
Beneficiary's writtén: ret]dest therefer if Grantor is in default), for each Grantor, for each general partner of Grantor
if Grantor is a partnershlp, and for each guarantor of all or any of the Secured Obligations, a complete and current
financial statement, together wrth a statement of income and expenses of the Property and a statement of changes in
financial position w1th respect to the Property for the prior year, each in reasonable detail and certified by Grantor,

the general partner or the guarantor, as the case may be. At the same time, Grantor shall also furnish a current rent
roll for the Property, certlﬁed by Grantor, which shall include such information as Beneficiary may require,

including the name of each tenant, the lease expiration date, the monthly rent, the date to which rent has been paid,

and any deposits or prepaid rent Grantor i is holdmg In addition to the foregoing, unless otherwise agreed in writing
by Beneficiary, within one hundred twenty (120) days after the end of each tax year of Grantor and each guarantor
of all or any of the Secured Obligations, Grantor will provide Beneficiary with a copy of the United States federal
income tax return filed by Grantor and each guarantor for his, her or its tax year most recently ended.

consistently applied, or such other accountmg practlces as Beneficiary may approve. Grantor's compliance Wlth
these provisions shall not limit or affect Grantor's obhgatlons to comply with financial, tax and operation covenants
and reporting requirements under any other agreement between Grantor and Beneficiary whether or not such other
agreement is related to the Secured Obhgatlons If any of the reporting requirements in this Sectron 8 are
inconsistent with the reporting requirements in any" such other agreement the reporting requirements in such other
agreement shall control. S

9. Appraisals. In the event of a default Beneﬁc;ary may obtaln a current regulatory conforming appraisal
of the Collateral. In addition, appraisals may be commlssmned by -Benpeficiary when required by laws and
regulations which govern Beneficiary's lending practices. The cost of all such appraisals (and related internal
review fees and costs) will be paid by Grantor within fifteen (15) days after request by Beneficiary.

10. Evasion of Prepayment. If Grantor is in default, Whether Beneﬁcrary has accelerated the maturity of
the indebtedness or not, any tender of payment sufficient to satisfy all sums due’under the Loan Documents made at
any time prior to foreclosure sale shall constitute an evasion of the prepayment terms: of the Notes, if any, and shall
be deemed a voluntary prepayment. Any such payment, to the extent permrtted by Iaw shall include the additional
payment required under the prepayment fee provision in the Notes, if any, or-if at that time prepayment is not
permitted, then such payment, to the extent permitted by law, will include an addltronal payment of five percent
(5%) of the then principal balance. :

11. Payment of New Taxes. If any federal, state or local law is passed subsequent to the date of this Deed
of Trust which requires Beneficiary to pay any tax because of this Deed of Trust or the sums due’ under the Loan
Documents (excluding income taxes), then Grantor shall pay to Beneficiary on demand any suclr taxe‘s if it is lawful
for Grantor to pay them, or, in the alternative Grantor may repay all sums due under the Loan. Documents plus any
prepayment fee within thirty (30) days of such demand. If it is not lawful for Grantor to pay such taxes then at its

-option Beneficiary may declare a default under the Loan Documents. LRy ;

12. Notices. Any notice given by Grantor, Trustee or Beneﬁcrary shall be in writing and shall be effectrve

(1) on personal delivery to the party receiving the notice or (2) on the third day after deposit in the United States:":#.f

mail, postage prepaid with return receipt requested, addressed to the party at the address set forth above (or such"

) 0 I ||IIﬂ||\I|I1\l IHIJWII
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gther address as a party may specify by written notice given pursuant to this paragraph), or with respect to the
o _x_Grantor to the address at which Beneficiary customarily or last communicated with Grantor.

13, Controlling Document. In the event of a conflict or inconsistency between the terms and conditions
of th1s Deed of Trust and the terms and conditions of any other of the Loan Documents (except for any separate
a331gnment ‘of the' Rents and/or the Leases and any loan agreement which shatl prevail over this Deed of Trust), the
terms and condltlons of thIS Deed of Trust shall prevail.

14 "Invalldlt'v of Terms and Conditions. If any term or condition of this Deed of Trust is found to be
invalid, the mvahdlty shallf mqhmffeqt any other term or condition of the Deed of Trust and the Deed of Trust shall be
construed as if not contammg the mvalld term or condition.

15. Le jlslatlon Affectmg Beneficiary’s Rights. If enactment or expiration of applicable laws has the
effect of rendering any prov151on of the Notes or this Deed of Trust unenforceable according to its terms,
Beneficiary, at its option, may require nnmedlate payment in full of all sums secured by this Deed of Trust and may
invoke any remedies permitted herem

16. Rules of Constructlon ThlS Deed of Trust shall be construed so that, whenever applicable, the use of
the singular shall include the plural, the use of the plural shall include the singular, and the use of any gender shall
be applicable to all genders and shall’ mclude corporations, partnerships, limited partnerships, limited liability
companies and other forms of entities.” This Deed of Trust inures to the benefit of, and binds all parties named
herein and their successors and assigns. “The, headmgs to the various sections have been inserted for convenience of

reference only and shall not be used to construe thIS Deed of Trust.

17. Applicable Law. The Loan Documents shall be governed by and construed in accordance with the
laws of the State of Washington. s

GRANTOR:  Aaron Shur .
77

Jeanette Shur

[SIGN ONE ORIGINAL ONLY]

lﬂ\ll
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o “STATE OF Washington )

)ss.
| _C.UNTY OF Ska )
g4 -~ ?7 %%‘ ﬂﬂ
- On ﬂllS day of llULA2LkY , 208 before  me personally appeared
LAl DU fpoadl s SOlnttl T
to me know to be the ) A m/ ] and of

I , who executed the within and foregoing instrument, and
acknowledged sald mstrument to be the free and voluntary a t A deed of said corporation, for the uses and
purposes therem mentloned-*’and O oath stated that LS was authorized to
execute said instrument: : e /

REOF,I have hereunto set my hand and affixed my official seal the day and year first
above written. St Ty

;"’Q?‘".
z 5' % ¥ (Print Name)
f ~: § QO : Notary Public §
A e‘l‘c’ izl residing at /
’,‘ o PU KH é) Z My Comm1ssmn Expires: > / q[/ 205
! M -~ T
i 3.19 et Q -
h S - NN~
“\\47E OF\:d@‘:-

REQUEST FOR FULL RECONVEYAN CE
DO NOT RECORD. TO BE USED ONLY WHEN NOTE HAS BEEN PAID.

TO: TRUSTEE

The undersigned is the legal owner and holder of the note’ and all other indebtedness secured by the within
DEED OF TRUST. Said Note, together with all other indebtedness secured by within DEED OF TRUST, has been
fully paid and satisfies; and you are hereby requested and directed, on payment to you upon any sums owing to you
under the terms of said DEED OF TRUST, to cancel said note above mentioned, and all other evidences of
indebtedness secured by said DEED OF TRUST, and to reconvey, without warranty, to the partles designated by the
terms of said DEED OF TRUST, all the estate now held by you thereunder oy

Dated:

MAIL RECONVEYANCE TO:

Preferred Funding, Inc.
733 Seventh Avenue, Suite 110
Kirkiand, WA 98033

!

.

, Skagit County Audlt
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ASSIGNMENT OF PLANS, SPECIFICATIONS AND
GOVERNMENTAL PERMITS

e _;";.FOR VALUE RECEIVED, the undersigned, Aaron Shur and Jeanette Shur, (collectlvely the "Borrower")
hereby assrgn transfer and set over unto Preferred Funding, Inc., a Washington Corporation ("Lender"), all of its
rrght t1tle and mterest in and to: a) those certain plans and specifications and b) governmental permits for the
development pr0perty located at 17170 Hope Island Lane, La Conner, Washington 98257, together with certain on-
site and: off—sne unprovements to be developed in accordance with such plans, specifications and permits, together
with all ex1st1ng and/or future amendments, modifications, supplements, revisions, general conditions and addenda
thereto, heretofore or h‘b‘rbaﬁer for, the account of Borrower in connection with the construction of said
improvements to be located at 17170 Hope Island Lane, La Conner, Skagit, Washington 98257 (the "Property™).

Borrower acknowledges that Lender does not assume any of Borrower's obligations or duties under or in
connection with the preparatlon of the Plans, Specifications or Permits.

Borrower 1rrevocab1y authorlzes Lender to demand, receive and enforce any and all of Borrower's rights
with respect to the Plans, Spe01ﬁcat10ns or Perm1ts and perform any and all acts in the name of Borrower or at the
option of Lender in the name ofr;,e.ndgr wrt; the same force and effect as if performed by Borrower in the absence

of this Agreement.

Borrower hereby represents and warrants to ‘Lender that no previous assignment of its interest in and to or
rights under the Plans, Specifications or Permrts has been made, and Borrower agrees not to assign, sell pledge,
mortgage or otherwise transfer or encumber 111 any manner its interest in and to or its rights under said Plans,

Specifications or Permits so long as this Ass1gnme rémains in effect.

THIS ASSIGNMENT IS MADE TO SECURE %,

1. Payment of the principal sum and mterest ev1denced by a promissory note ("Note"), together with
any amendments, extensions, or renewals thereof, in the orlgmal prmcrpal amount of One hundred ninety thousand
dollars and no/100 ($190,000.00 executed by Borrower in favor of Lender and secured by, among other things, a
deed of trust ("Deed of Trust") covering Borrower's interest in the Property together with ail improvements now
existing or to be constructed thereon; '_ A |

2. Payment of all other sums, with interest, becommg due and payable to Lender under this
Assignment or under the Note, Deed of Trust, Loan Agreement between Borrower and Lender of even date

herewith ("Loan Agreement") or any other document or instrument executed and dehvg red‘ to Lender by Borrower

pursuant to the Loan Agreement; and , ra
3. Performance and discharge of each and every obligation and agreement of Borrower under this
Assignment, the Loan Agreement, Note, Deed of Trust or any other document or mstrument executed and delivered

to Lender by Borrower pursuant to the Loan Agreement

uht under this

Assignment to enforce Borrower's rights with respect to the Plans, Specifications or Permits until Borrower shall be

This Assignment is for security purposes only. Accordingly, Lender shall ha‘{re :n

‘in default under any of its obligations to Lender under any instrument, document or agreement related to the

Property or to the Note. Upon the occurrence of any such default Lender may, without affecting any of its rlghts or;

remedies against Borrower under any other instrument, document or agreement, exercise its rlghts unde

Assignment, or in any other manner permitted by law, and in addition Lender shall have and possess wrthoutx-*‘

IlIIllIlIl\L\lllllllllllllllll\Illlljlllllllﬂllllllllllll ._




y 11m1t at ion, any and all rights and remedies of a secured party under the Commercial Code in effect in the State in

'_Whlch the Property is located or as otherwise provided by the laws of such State.

__;‘Borrower hereby agrees to indemnify and hold Lender harmless from and against any and all claims,
’"ii'ﬁ;:demands 11ab111t1es losses, lawsuits, judgments, and cost and expenses (including without limitation any attorneys'
fees) to whwh Lender may become exposed, or which Lender may incur, in exercising any of its rights under this

As51gnment

S,ub_]ect te the aforesaid limitation on further assignment by Borrower, this Assignment shall be binding

upon and i mure to the beneﬁts of the heirs, legal representatives, assigns and successors in interest of the Borrower,
:':i'«.r |H,.4 Y

WITNESS WHERE.F "(:borrower has caused this Assignment to be executed as of

STATE OF Washington)
County of Skagit)ss.

This instrument was acknowledged before me on ; %/ 20 0 a by Aaron Shur, signing in his
individual capacity and Jeanette Shur, signing in his md1v13ﬂal capacn:y and executed the within document of their
own free will for the purposes tHérein described. @~ o S

P

Notary Public for Washington. "
My commission expires 3 // 4/ Mﬁ %

County of ‘ )
)ss
State of )

1 MMW’MMIW
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SECURITY AGREEMENT

THIS SECURITY AGREEMENT is entered into on August 30, 2000 between Aaron Shur and Jeanette
Shur Husband and Wife (jointly the “Grantor”) and Preferred Funding, Inc. (the “Secured Party”). In consideration
of the mutual covenants and promises set forth in this Agreement, Grantor and Secured Party agree as follows:

Grantmg of Security Interest. Grantor hereby grants to Secured Party a security interest
in the prOperty descrrbed in Bkhibit A and any and all additions and substitutions to secure the payment of One
hundred ninety thousand dollars and no/100 ($190,000.00) owed under that certain Promissory Note of Grantor of
even date herewith and also any and all liabilities of Grantors to Secured Party, direct or indirect, absolute or
contingent, due or to become due now exrstmg or subsequently arising hereinafter referred to as the “Obligations.”

2. Cellat al Covered. This Security Interest covers the property described in Exhibit A and
parts, accessories, alterations; modlﬁcaﬁens replacements, additions, tools, improvements in connection therewith
and all proceeds from the sale of such collateral

3. Validitv and Pribrit?:;' This Security Interest is valid and enforceable as of August 30,
2000. Grantor shall not make, create: or grant an mterest or lien to Secured Party’s interest to any other person or
entity without Secured Party’s consent. '

4. Possession of Collateral Untll default Grantor may have possession of the Collateral
and use it in any lawful manner not mconsrstent wrth thls ‘Agreement.

5. (Grantor’s Warranties an_gt~-;-Renresentations Regarding Collateral. The Grantor Warrants
and covenants that:

(i) The Collateral or 1ts eqﬁi\falent will be kept at one of its yards in the

(ii) Grantor will fully coop'erate wi‘th‘ Secured Party in executing one or
more UCC-1 Financing Statements, amendments continuation and termination
statements Pursuant to the Washmgton 5. Umferm Commercral Code in a form
satisfactory to Secured Party;

(iii) Grantor will not sell or offer _to sell bulk or otherwise transfer
Collateral in bulk or any interest thereof without havmg firstg grven Secured Party actual
notice of such sale and having received the wrrtten -consent. of Secured Party.
Notwithstanding the preceding, should Grantor desire ‘to sell rolhng equipment that is
listed on Schedule C to the parties Asset Purchase Agreement Secured Party will release
its interest to permit such sale, so long as Grantor is not in default under thrs Agreement

or the subject promissory note;

(iv) Grantor will at all times maintain in full force and effect msurance with
respect to the Collateral for such risks as Secured Party may require, wrltten by such
company or companies as may be satisfactory to Secured Party, such msurance ‘to be
payable to Secured Party and Grantor as their interest may appear. Further Secured
Party will have a lien on any claims payments to the extent of mdebtedness then owed
Secured Party by Grantor and the existence and the amount of which shall be drsclose" to ™
the insurer. All such policies of insurance shall provide for not less than ten (10) days
written notice of cancellation or non-renewal to Secured Party and at the reqaest of

Secured Party shall be delivered to and held by it;

Skaglt COunty Au ,tor f*”
9/1/2000 Page 20 of 22 12 42:31 PM

.



(v) Grantor will pay promptly when due all taxes and assessments upon the
Collateral or for its use and operation, and keep the Collateral free from all liens and
encumbrances of any nature. At its option, Secured Party may discharge taxes, liens,
security interests or any other encumbrances at any time levied or placed on the
Collateral, may pay for insurance on the Collateral and may pay for the maintenance and
preservation of the Collateral. Debtor agrees to reimburse Secured Party on demand for

any payment made or any expense incurred by Secured Party pursuant to the foregoing

“jr 7 " authorization. Any and all sums so advanced by the Secured Party shall bear interest of

“ 7 '12% per annum and said sums and said interest shall be secured by the Collateral.

- Y b,

6. Default _Time is rof the essence and, the Grantor shall be in default under this Agreement upon
the happening of any of the followmg events or conditions:

a o T Default in the payment or performance of any obligation, covenant or
11ab111ty contamed herein or the subject promissory note of even date;

(i1) Any warranty, representation or statement made or furnished to
Secured Pa:rty on behalf of Grantor which proves to have been false or misleading in any
material or respect when made or furnished;

(iii) LOss th'eft damage or destruction of the Collateral or any encumbrance
against the Collateral whether by levy, seizure or attachment; or Secured Party deems
itself insecure pursuant to the provisions of the Uniform Commercial Code.

7. Remedies Upon Default. Upoh;a default or at any time thereafter Secured Party may declare all
indebtedness incurred hereby immediately due ancfl“payable shall have all the remedies of the Secured Party under
the Commercial Code of the State of Washington. Without Irmrtmg the foregomg, Secured Party shall be entitled to
the following:

(i) Grantor agrees to put SecuredPartympossessmn of the property on demand;

(ii) Secured Party is authorized to enter any premises where the property is situated
and take possession of said property wrthout notice or demand and without legal
proceedings. At the request of the Secured Party; Grantor will assemble the property and
make it available to Secured Party at a place desrgnated by Secured Party which is
reasonably convenient to both parties; WA

(iii) Grantor agrees that a period of fifteen (15)days from the time the notice is sent,
by first class mail or otherwise, shall be a reasonable perlod of not1ﬁcat10n of a sale or
other disposition of the property; G et

(iv) Grantor agrees that any notice or other communication by - Secured Party to
| Grantor shall bé sent to the mailing address of the Grantor stated here e

(v) Grantor agrees to pay on demand the amount of all expenses reasonably
incurred by Secured Party and protecting or realizing on the property.. In.the event that
this Security Agreement or any obligation secured by it is referred to. an atterney fer‘
protecting or defending the priority of the Secured Party’s interest or for collectlon or
realization procedures, Grantor agrees to pay reasonable attorneys fees, mcludmg fees
incurred in both trial and appellate courts, or fees incurred without suit, and expenses of
t1t1e search and all court costs and costs of public officials. The sums agreed to be pard in

S ummn
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(vi) If Secured Party disposes of the property, Grantor agrees to pay any deficiency
remaining after application of the net proceeds to any indebtedness secured hereby.

8. Attorney’s Fees and Costs. If a lawsuit shall be brought to enforce the terms thereof or any dispute
arlsmg out of this’ transaction then the issues and such action shall be determined pursuant to the laws of the State of
Washmgton the courts of that state shall have jurisdiction in the parties thereto and decide the issues arising out of
the transaction created thereunder, the party prevailing in such lawsuit shall be entitled to recover from the losing
party its cpsts’ and expenses including reasonable attorneys fees and costs, including attorney fees and costs in any
bankruptcy proceedmg or on appeal.

i G l“ﬁ"‘j": '.‘-"i# i tr!"
9. Walver No waiver by Secured Party of any default shall operate as a waiver of any other default
or of the same default on’ a}‘future occasmn

10. Bindmg Effect AH rights of Secured Party hereunder shall inure to the benefit of its successors
and assigns; and all obhgatlons of Grantor shall bind grantor’s heirs, executors or administrators or executor’s
successors or assigns. T

11. Notices. Any notlce gwen by Grantor, Trustee or Beneficiary shall be in writing and shall be
effective (1) on personal dehvery to.the party recelvmg the notice or (2) on the third day after deposit in the United
States mail, postage prepaid with return receipt requested, addressed to the party at the address set forth above (or
such other address as a party may spe01fy by wrltten notlce given pursuant to this paragraph).

12. Entire Agreement. The tenﬁsbf thlS agreement are intended by the parties as a final and inclusive
expression of their agreement with respect to: the subject matter hereof and may not be contradicted by evidence of
any prior contemporary agreement. This agreement may be modified only by a writing signed by both parties.

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY TO EXTEND
CREDIT OR TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT ARE NOT
ENFORCEABLE UNDER WASHINGTON LAW .

Jeanette Shur SECURED PARTY
/ / Date

R m@wm\

8/112000 Page 22 of 22 12 4& :31PM



