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

.. THIS DEED OF TRUST, SECURITY AGREEMENT, ASSIGNMENT OF LEASES
AND RENTS AND FIXTURE FILING (the “Deed of Trust”) is made as of this 20™ day of
July, 2005, among LOCAL 26 EDUCATIONAL DEVELOPMENT TRUST, a Washington
nonprofit trust, whose address is 8501 Zenith Court N.E., Lacey, Washington 98516 (the
“Grantor”™); U.S. BANK.TRUST COMPANY, NATIONAL ASSOCIATION, whose address is
111 S.W. 5™ Avenue, Portland, Oregon 97204 (the “Trustee™); and U.S. BANK NATIONAL
ASSOCIATION, whose address is 10800 N.E. Eighth Street, Suite 1000, Bellevue,
Washington 98004 (the “Bene'ﬁci_ary”).

WITNESSETH:

Grantor does hereby mevocably GRANT, BARGAIN, SELL, and CONVEY TO
TRUSTEE IN TRUST, WITIHL POWER OF SALE, that property in the County of Skagit, State
of Washington, described in Exhibit A attached hereto and by this reference incorporated
herein, together with any and all buildings, structures and improvements now or hereafter
erected on or attached to the property, 1ncluchng, but not limited to, the fixtures, attachments,
appliances, equipment, machinery, and other articles on, in or attached to the property or to such
buildings, structures and improvements, all of Wthh are herem collectively called the

‘SProperty!!

TOGETHER WITH all interests, estate (_ﬁr ot._hei‘*'cfaims, both in law and in equity,
which Grantor now has or may hereafter acquire in the Pro'pérty;

TOGETHER WITH all easements, rlghts-of-way and rlghts used in connection
therewith or as a means of access thereto, and all tenements, hereditaments and
appurtenances thereof and thereto, and all water rights, perm1ts certlﬁcates and water rights
agreements and shares of stock evidencing the same; :

TOGETHER WITH all right, title and interest of Grantor now owned or hereafter
acquired, in and to any land lying within the right-of-way of any street open or proposed,
adjoining the Property; and any and all sidewalks, alleys, and strips and’ gores of land
adjacent to or used in connection with the Property;

TOGETHER WITH all right, title and interest of Grantor in and to éll-p_el'"s_bné_l -
property (the “Personal Property”) now or hereafter owned by Grantor and now: or at 'any.._t"ime
hereafter located on or at the Property or used in connection therewith, including, but not - -
limited to, all goods, machinery, tools, insurance proceeds, equipment (including fire ™ .
sprinklers and alarm systems, office air conditioning, heating, refrigerating, electronic .=
monitoring, window or structural cleaning rigs, maintenance, and all other equipment ‘of
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| every kind), lobby and all other indoor and outdoor furniture, rugs, carpets, and other floor

coverings, all inventory related to Grantor’s operation of the Property and any business

operated thereon by Grantor, draperies, drapery rods and brackets, awnings, window shades,
‘yenetian blinds, curtains, lamps, chandeliers and other lighting fixtures, and office
maintenance and other supplies and all proceeds thereof and all rights of Grantor as lessee of
any Personal Property

TOGETHER WITH all right, title, and interest of Grantor in the funds deposited
pursuant to Sectlon 1 6 or Section 1.7;

TOGETHER_ WIT-H _all of Grantor’s accounts;

TOGETHER WITH all the estate, interest, right, title, other claim or demand which
Grantor now has or may hereafteracquire in the Property, including all unearned premiums
under insurance policies now or-hereafter obtained by Grantor, claims or demands with
respect to the proceeds of inisurance, all proceeds (including, without limitation, funds,
accounts, deposits, instruments, general intangibles, notes or chattel paper) of the conversion,
voluntary or involuntary, of any of the property described above into cash or other liquidated
claims, including proceeds of hazard, title and other insurance and proceeds received
pursuant to any sales or rental agreements of Grantor in respect to the Property, all refunds or
rebates of taxes or assessments on the Propérty, all rights of action in respect of the Property
and all judgments, damages, awards, settlements and compensation (including interest
thereon), heretofore or hereafter made to-the present and all subsequent owners of any
property or rights described or encumbered hereby for any injury to or decrease in the value
thereof for any reasen, or by any governmental or other lawful authority for the taking by
eminent domain, condemnation or by any proceedmg or purchase in lieu thereof of all or any
part of the Property, including, without limitation, any. awards resultlng from a change of
grade of streets and awards for severance damages. |

TOGETHER WITH any and all existing and future leases (including subleases
thereof), whether written or oral, rental agreements and all future agreements for use and
occupancy, and any and all extensions, renewals and replacements thereof, upon all or
relating to any part of the Property (hereinafter collectively referred to"‘és the “Leases.”)'

TOGETHER WITH any and all guaranties of tenant’s performance under any and all
of the Leases; _

TOGETHER WITH the immediate and continuing right to collect énd"fe_c_ﬁ':ive'-all of
the rents, fees, charges, accounts, income, receipts, revenues, issues, profits and other. income
or other payments of any nature now due or which may become due or to which Grantor may
now or shall hereafter (including any income of any nature coming due during any =~ -,
redemption peried) become entitled to or may make demand or claim for, arising or issuing
from or out of the Leases or from or out of the Property or any part thereof, including but n'dt
limited to, fees, charges, accounts or other payments for the use or occupancy of rooms and
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other public facilities, minimum rents, additional rents, percentage rents, parking or common

" ~area maintenance contributions, tax and insurance contributions, deficiency rents and

liqu'idd'te__d_ damages following default in any Lease, all accounts, instruments and general
‘intangibles related to Grantor’s operation of the Property and any business operated thereon
by Grantor and all proceeds thereof, and all proceeds payable under any policy of insurance
coV’efing loss of rents resulting from untenantability caused by destruction or damage to the
Propetty, together with any and all rights and ¢laims of any kind which Grantor may have
against any ténant under the Leases or any subtenants or occupants of the Property, and all
proceeds payable as.a result of the Tenant’s exercise of an option to purchase the Property, all
proceeds derived from the termination or rejection of any Lease in a bankruptcy or other
insolvency proceedmg, and-all proceeds from any rights or claims of any kind that Grantor
may have against Tenant under the Leases or any occupants of the Property (all such monies,
rights and claims descnbed in-this paragraph being hereinafter called “Cash Collateral™),
Excepting Therefrom, any'sums which by the express provisions of any of the Leases are
payable directly to any governmental authority or to any other person, firm or corporation
other than the landlord under the Leases

SUBIJECT, HOWEVER-_,"t’_(_') a ltéenSe hereby granted by Beneficiary to Grantor, but
limited as hereinafter provided, to collect and receive all of the Cash Collateral;

TOGETHER WITH all plans, specifications, contracts, agreements and purchase
orders pertaining or incidental to the design or construction of any Improvements and all of
Grantor’s rights under any payment, performance or.other bond in connection with
construction of Improvements, and all construction materials, supplies and equipment
delivered to the Property or intended to be used i connéction with the construction of
Improvements wherever actually located. All archxtectural drawings, plans, specifications,
soil tests, feasibility studies, appraisals, engineering reports and 51m11ar materials relating to
the Property; : ;o

TOGETHER WITH all contracts and rights pertaining to or affecting the Property
including without limitation all options or contracts to acquire other property for use in
connection with operation or development of the Property, deposits bank accounts, contract
rights, accounts, general intangibles (including without limitation tradema.rks trade names
and symbols), permits, licenses, franchises and certificates; -

TOGETHER WITH all commitments or agreements, now or hereafter in ex1stence
intended by the obligor thereof to provide Grantor funds to repay the Beneﬁmary orimprove
the Property and the right to receive all proceeds due under such cormnltments or. agreements
including refundable deposits and fees; S

TOGETHER WITH all books, records, surveys, reports, and other documents related
to the property described herein or construction or operation of the Property; -
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TOGETHER WITH all governmental permissions, environmental clearances,

authorlty to subdivide the Property, rights, licenses and permits as are necessary for the

commeéncement, continuation, completion, occupancy, use and disposition of all or any

‘portion of the Property; and

5 TOGETHER WITH all additions, accessions, replacements, substitutions, proceeds
and ﬁroducfs. of the.,property described herein.

The entlre estate, property, and interest hereby conveyed to Trustee may hereafter be
referred to as the “Trust Estate ”

- _-EOR THE PURPOSE OF SECURING:

1. Paynieﬁf of :__indébtédness in the total principal amount of $3,500,000 with
interest thereon, evidenced by that certain Promissory Note of even date herewith (the “Note™)
executed by Grantor, which has been delivered to, and is payable to, the order of Beneficiary
and which, by this reference, is made a patt hereof, and any and all modifications, extensions
and renewals thereof. The 1nterest rate, payment terms or the balance due on the Note and the
indebtedness evidenced thereby may be indexed, adjusted, renewed, or renegotiated without
affecting the priority of this Deed of Trust '

2. Payment of all sums whlch may become due from Grantor under the Secured
Loan Documents or advances by Beneficiary or its successor under the Secured Loan
Documents, with interest thereon at the Default Rate (as defined herein), which include but are
not limited to, fire and other hazard insurance and taxes upon the Property, according to the
terms of this Deed of Trust; payment by the Grantor of all reasonable attorneys’ fees and costs
incurred by the Trustee or Beneficiary in foreclosing this Deed of Trust or realizing upon any of
the collateral for the obligations which this Deed of Trust secures; payment by Grantor of all
reasonable attorneys’ fees and costs incurred by Trustee or Beneficiary in defending the priority
or validity of this Deed of Trust or the title to the Property; payment by Grantor of all sums
advanced by Beneficiary to or on behalf of Grantor for the purpose of clearing encumbrances or
defects from the title to the Property where Beneficiary, in good faith, believes such
encumbrances to be superior to the lien of the Deed of Trust, inchidi'ng_,. without limitation,
payment of ad valorem taxes and mechanics’ or materialmen’s liens which may have gained
priority over the lien of this Deed of Trust; payment by Grantor of all reasonable attorneys fees
and costs incurred by Trustee or Beneficiary in any bankruptcy proceedings or any -
reorganization or arrangement proceeding under the United States Bankruptcy Code affecting
Grantor or this Deed of Trust, and payment of all other sums advanced by Benefimary under the
Secured Loan Documents to protect the Trust Estate, with interest thereon at the Default Rate

3. Payment of all other sums, with interest thereon, which may now or hereafter be
loaned to Grantor, its successors, or assigns, by Beneficiary, when evidenced by a promlssory :
note or notes reciting that they are secured by this Deed of Trust. :
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. 4. Payment and performance of all of the obligations of Grantor under any loan
e agreement between Grantor and Beneficiary related to the loan evidenced by the Note (together
with all modifications, amendments, supplements and exhibits thereto, the “Loan Agreement”).

"5, Payment and performance of all obligations of Grantor under the Financing
Agreement-among Washington State Housing Finance Commission (the “Commission”),
Grantor and Beneficiary dated as of July 20, 2005 (“Financing Agreement™); and the Arbitrage
and Tax Certification dated as of July 20, 2005 among the Commission, Grantor and
Beneficiary (“Tax Agréement”).

This Deed of Trust, the Note, the Loan Agreement, Financing Agreement, Tax
Agreement and any other document given to evidence or further secure the payment and
performance of any obhgatlon secured hereby may hereafter be referred to as the “Loan
Documents.” Notw1thstandmg the foregoing, this Deed of Trust does not secure and shall not
be construed as securing any obligation of Grantor under (a) the Certificate and Indemnity
Regarding Hazardous Substances of ¢ven date herewith made by Grantor or (b) the
Certificate of Compliance and Indemnification of even date herewith made by Grantor. The
term “Secured Loan Documents” means the Loan Documents except the Certificate and
Indemnity Regarding Hazardous Substances a.nd the Certificate of Compliance and
Indemnification. -

1.  COVENANTS AND AGREEMENTS OF GRANTOR
Grantor hereby covenants and agreés:
1.1  Maintenance of the Property

The Property shall be maintained in good condition at all times. Grantor shall promptly
make all necessary repairs, replacements, and renewals:so that thevalue of the Property shall be
maintained. Grantor shall not commit or permit any waste on the Property. Grantor shall
comply with all laws, ordinances, regulations, and private restrictions affecting the Property.
Grantor shall operate the Property in such manner as to prevent deterioration of the land and
improvements including fences, except for reasonable wear and tear from proper use. Grantor
shall not demolish or remove any improvements from the Property Wlthout the written consent
of Beneficiary. :

1.2  Required Insurance

Grantor shall at all times provide, maintain, and keep in force, or cause to be prowded
maintained, and kept in force, the following policies of insurance: L :

(a) Insurance against loss or damage to the building and improvementé 'si’ruaféd: on <
the Property (the “Improvements™) by fire and a.ny of the risks covered by insurance of the type i
now known as “broad form of extended coverage,” in an amount not less than one hundred”
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| ﬁércént (100%) of the full replacement cost of the Improvements (exclusive of the cost of

excavations, foundations, and footings below the lowest basement floor), and with not more

than Five Thousand and No/100 Dollars ($5,000.00) deductible from the loss payable for any
'casualf_cy The policies of insurance carried in accordance with this subparagraph (a) shall
contain the “Replacement Cost Endorsement”;

(b) *_-Insurance against loss or damage to the Personal Property by fire and other risks
covered by"insurance_' of the type now known as “broad form of extended coverage™;

(c) A commercial general liability insurance policy with respect to the Property
including contractual liability coverage in a minimum amount of $2,000,000 or such other
amounts as Beneficiary may require and from an insurance company acceptable to Beneficiary.
Such policy shall be endorsed to-provide that the insurance is primary to and not contributory to
any similar insurance cartied by Grantor and shall contain a severability of interest clause;

(d) A flood insutance policy providing coverage based on Federal Emergency
Management Agency (F EMA)-recofnmqndations or, at Beneficiary’s option, full replacement
cost coverage if the Property is located in-an area designated by the Department of Housing and
Urban Development as a special flood hazard area;

(e) Such other insurance and ih'_-su'ch amounts as may, from time to time, be
reasonably required by Beneficiary against the same or other hazards, including, without
limitation, business interruption insurance.or insurance-covering loss of rents; and

9] All policies of insurance required by the terms of this Deed of Trust shall
contain an endorsement or agreement by the insurer that any loss shall be payable in accordance
with the terms of such policy notwithstanding any act or negligence of Grantor which might
otherwise result in forfeiture of said insurance and the further agreement of the insurer waiving
all rights of set-off, counterclaim, or deductions against Grantor. .(Non-Contributory Standard
Mortgage Clause and Lender’s Loss Payable Endorsement Form 438 BFU NS orCP 12-or
their equivalent).

1.3 Delivery of Policies; Payment of Premiums; P-rb'ceeds'

(a) All policies of insurance shall be issued by compames and in amounts in each
company satisfactory to Beneficiary. All policies of insurance shall have attached thereto a
lender’s loss payable endorsement for the benefit of Beneficiary in form satisfactory to
Beneficiary. Grantor shall furnish Beneficiary with an original policy (or certificate of
insurance if acceptable to Beneficiary) of all policies of required insurance. If Beneﬁcmry
consents to Grantor providing any of the required insurance through blanket pohc1es carried by

Grantor and covering more than one (1) location, then Grantor shall furnish Beneficiary witha’ i
certificate of insurance for each such policy setting forth the coverage, the limits of 11ab111ty, the

name of the carrier, the policy number, and the expiration date.
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e (b) At least thirty (30) days prior to the expiration of each such policy, Grantor shall

"~ furnish Beneficiary with evidence satisfactory to Beneficiary of the payment of premium and
the reissuance of a policy continuing insurance in force as required by this Deed of Trust. All

“such policies shall contain a provision that such policies will not be cancelled or materially
amended, which term shall include any reduction in the scope or limits of coverage, without at
least thirty-(30) days’ prior written notice to Beneficiary. In the event Grantor fails to provide,
maintain, keep in'force, or deliver and furnish to Beneficiary the policies or certificates of
insurance required by this section, Beneficiary may procure such insurance or single-interest
insurance for such risks covering Beneficiary’s interest, and Grantor will pay all premiums
thereon promptly upon demand by Beneficiary and, until such payment is made by Grantor, the
amount of all such premium's.shall be secured by this Deed of Trust.

(c) In the event of loss, Grantor shall immediately notify Beneficiary, who may
make proof of loss if it is not made promptly by Grantor. Proceeds shall be paid directly to
Beneficiary who may compromise with any insurance company and make a final settlement
which shall be binding upon Grantor. Beneficiary may, at its election, apply the proceeds to the
reduction of the indebtedness. __se__cured hereby or to the restoration or repair of the Property.

1.4  Assignment of Policies .._U'..pﬂ!'_l_ Foreclosure

In the event of foreclosure of this Deed of Trust or other transfer of title or assignment
of the Trust Estate in extinguishment, in whole or in part, of the debt secured hereby, all right,
title, and interest of Grantor in and to all policies of insurance required by Section 1.2 shall
inure to the benefit of and pass to the successor 111 1nterest to Grantor or the purchaser or grantee
of the Trust Estate.

1.5  Indemnification; Subrogation; .Waiv'er”_b'i" -bffset

(a) If Beneficiary is made a party defendant to any litigation concerning this Deed of
Trust or the Trust Estate or any part thereof or interest therein, or the occupancy thereof by
Grantor, then Grantor shall indemnify, defend, and hold Beneficiary harmless from all liability,
loss, cost, or damage, by reason of said litigation, including reasonable attomey’s fees and
expenses incurred by Beneficiary in any such litigation, whether or not any such htlgatlon is
prosecuted to judgment.

(b) Grantor waives any and all right to claim or recover against Beneficiary, its
officers, employees, agents, and representatives, for loss of or damage to Grantor, the Trust
Estate, Grantor’s property, or the property of others under Grantor’s control from any cause
insured against or required to be insured against by the provisions of this Deed of Trust

{c) All sums payable by Grantor hereunder and all obligations secured hereby shall
be paid without counterclaim, setoff, deduction, or defense and without abatement, suspension,
deferment, diminution, or reduction; and the obligations and liabilities of Grantor heréundef
shall in no way be released, discharged, or otherwise atfected (except as expressly prov1ded
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hf_é:reih) by reason of (i) any damage to or destruction of or any condemnation or similar taking

“of the Trust Estate or any part thereof; (ii) any restriction or prevention of or interference with

any use of the Trust Estate or any part thereof; (iii) any title defect or encumbrance or any
“eviction from the Property or the Improvements or any part thereof by title paramount or
otherwise; (iv) any bankruptcy, insolvency, reorganization, composition, adjustment,
dlssoluhon, liquidation, or other like proceeding relating to Beneficiary, or any action taken
with réspect to this Deed of Trust by any trustee or receiver of Beneficiary, or by any court, in
any such proceedmg, {v) any claim which Grantor has or might have against Beneficiary;

(v1) any default or fallure on the part of Beneficiary to perform or comply with any of the terms
hereof or of any other. agreement with Grantor; or (vii) any other occurrence whatsoever,
whether similar-or dissimilarto the foregoing and whether or not Grantor shall have notice or
knowledge of any of the foregoing. Except as expressly provided herein, Grantor waives all
rights now or hereafter-conferred by statute or otherwise to any abatement, suspension,
deferment, diminution, or r'éductioﬁ of any sum secured hereby and payable by Grantor.

1.6 Taxes and Llens

Grantor shall pay before they become delinquent all taxes and assessments levied
against or on account of the Trust Estaté and shall pay as due all claims for work done on or for
services rendered or material furnished to the Property. Special assessments shall be paid
currently, without deferral, unless thelien for deferred assessments is subordinate to the interest
of Beneficiary under this Deed of Trust, or Beneficiary gives its prior written consent to the
deferral. Grantor shall maintain the Trust Estate free of any liens or encumbrances except for
“Permitted Encumbrances” as defined in Section. 1:10; the lien of taxes and assessments not
delinquent, and except as hercinafter otherwise provided. Grantor may withhold payment of
any tax, assessment, or claim in connection with a good faith-dispute over the obligation to pay,
so long as Beneficiary’s interest in the Trust Estate is not jeopardized. If a lien arises or is filed
as a result of nonpayment, Grantor shall within 15 days after the lien arises or, if a lien is filed,
within 15 days after Grantor has notice of the filing, secure the discharge of the lien or deposit
with Beneficiary cash or a sufficient corporate surety bond ot othier security satisfactory to
Beneficiary in an amount sufficient to discharge the lien plus any costs; attorney fees, or other
charges that could accrue as a result of a foreclosure or sale under the lien. The assessor or tax
collector of the county in which the Property is located is authorized to dehver to Beneficiary a
written statement of the property taxes assessed or owing at any tlme

1.7 Reserves

Beneficiary may require Grantor to maintain reserves for payment of taxes (including
special assessments and other charges against the Trust FEstate by governmental or quasi- . -
governmental bodies) or premiums on property insurance or both. The reserves shall be created
by payment each month to Beneficiary of an amount determined by Beneficiary to be sufﬁment
to produce by the date they are due amounts equal to the estimated taxes and insurance.
premiums to be paid. If at the time that payments are to be made the reserve for elther taxes or
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. iﬁ;sur.ance premiums is insufficient, Grantor shall upon demand pay such additional sum as

Beneficiary shall determine to be necessary to cover the required payment. If Grantor desires to

carty a package plan of insurance that includes coverage in addition to that required under this
“Deed of ‘Frust, Beneficiary, if allowed by law, may at its option establish and administer a
reserve for that purpose. In such event the premium attributable to the required insurance
coverage shall be-quoted separately, and Beneficiary may permit Grantor to furnish a certificate
of insurance. rather than deposit the policy as required above. If at any time Beneficiary holds
an 1nsufﬁc1ent amount in the insurance reserve to cover the premium for the entire package
policy, Beneficiary may, at its discretion, pay only that portion of the premium attributable to
the required insurance coverage. If the blanket policy does not permit such partial payment,
Beneficiary may use the reserve funds for the premium on a new, separate policy providing the
required insurance coverage and allow the package policy to lapse. Beneficiary shall not charge
a service charge for collecting reserves and paying taxes and insurance premiums. The reserves
shall not constitute a trust.”Grantor agrees that Beneficiary may commingle reserve funds with
other funds of Beneﬁc1ary and need not invest them for the benefit of Grantor. Grantor agrees
that Beneficiary need not pay Granter interest on reserves, unless applicable statutes require
payment of interest notw1thsta_ndmg any-contrary agreement.

1.8 Expenditures by Beneficiary |

If Grantor shall fail to comply with-any provision of the Loan Documents, Beneficiary
may, at its option, on Grantor™s behalf, and with subsequent notice to Grantor, take the required
action and any amount that it reasonably expends in so doing shall be added to the indebtedness
secured hereby. Amounts so added shall be payable oh demand with interest at the default
interest rate specified in the Note (“Default Raté”) from the date of expenditure. Failure to
repay such expenditure and interest thereon on demand will, at Beneficiary’s option, constitute
an event of default hereunder. Beneficiary may, at its option, commence an action against
Grantor for the recovery of such expenditure and interest thereon, and in such event Grantor
agrees to pay, in addition to the amount of such expenchture all.costs and expenses incurred in
such action, together with a reasonable attorney’s fee at trial and on appeal

1.9 Utilities

Grantor shall pay or cause to be paid when due all utility charges whlch are incurred by
Grantor for the benefit of the Trust Estate or which may become a charge or - lien against the
Trust Estate for gas, electricity, water or sewer services furnished to the Trust Estate and all
other assessments or charges of a similar nature, whether public or private; affectmg the Trust
Estate or any portion thereof, whether or not such assessments or charges are liens __thereon_

1.10 Warranty: Defense of Title

Grantor warrants that Grantor holds merchantable title to the Property in fee simple, free .
of all encumbrances other than the encumbrances described on Exhibit B attached heréto (the - -
“Permitted Encumbrances™). Grantor warrants and will forever defend the title against the
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clalms of all persons. In the event any action or proceeding is commenced that questions

Gra’i;tor:’_s title or the interest of Beneficiary under this Deed of Trust, Grantor shall defend the

action‘at Grantor’s expense. If any Permitted Encumbrance is a lien, Grantor shall pay any
“sums and do any other acts necessary to prevent a default or prevent any action or condition
Wthh with the lapse of time, the giving of notice, or any other action of a creditor, would be a
default or. enable any creditor to declare a default or foreclose any Permitted Encumbrance
whichisa llen

1.11 G-on_de’ﬁlnation

If all or any part of the Trust Estate is condemned, Beneficiary may at its election
require that all or any portion of the net proceeds of the award be applied on the indebtedness
secured hereby. The net proceeds of the award shall mean the award after payment of all
reasonable costs, expenseés, and attorney fees necessarily paid or incurred by Grantor and
Beneficiary in connection ‘with the.condemnation. If any proceeding in condemnation is filed,
Grantor shall promptly take such stéps as may be necessary to defend the action and obtain the
award. Grantor hereby assigns to Beneﬁcmry the net proceeds of any condemnation award.

112 Imposition of Tax .
The following shall constitufe"‘.caxe'sg--to which this paragraph applies:

(a) A specific tax upon deeds of trust or upon all or any part of the indebtedness
secured by a deed of trust.

(b) A specific tax on the owner of property covered by a deed of trust which the
taxpayer is authorized or required to deduct from payments on the deed of trust.

(c) A tax on premises covered by a deed of trust chargeable against Beneficiary
under the deed of trust or the holder of the note secured. - .

(d) A specific tax on all or any portion of the indeb:tedness? __s"ecured hereby or on
payments of principal and interest made by a Grantor under a deed. of trust.

If any federal, state, or local tax to which this paragraph applies is énacted subsequent to the
date of this Deed of Trust, this shall have the same effect as a default and Beneficiary may
exercise any or all of the remedies available to it in the event of a default unless the followmg
conditions are met: -

(a) Grantor may lawfully pay the tax or charge imposed'“ and =
(b) Grantor pays the tax or charge within 30 days after notice frorn E
Beneficiary that the tax law has been enacted. -
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1 13 Inspections

That Beneficiary, or its agents, representatives or workmen, are authorized to enter at
'.any reasonable time upon or in any part of the Property for the purpose of inspecting the same
and for the purpose of performing any of the acts it is authorized to perform under the terms of
any of the Eoan Documents.

i 14 No ’Waiver

By acceptmg payment of any obligation secured hereby after its due date, Beneficiary
does not waive its right either to require prompt payment when due of all other obligations
secured hereby or to deqlarg:_ default for failure so to pay.

Financial terms used herein and in Section 1.18 which are not specifically defined
herein or therein shall have the meanings ascribed to them under generally accepted
principles. For any Grantor who doesnot have a separate fiscal year end for tax reporting
purposes, the fiscal year will be. deemed to be the calendar year. The financial statements and
other information previously prov1ded_ to Benéficiary or provided to Beneficiary in the future
are or will be complete and accurate and prepared in accordance with generally accepted
accounting principles. There has been no material adverse change in Grantor’s financial
condition since such information was provided to Beneficiary. Grantor will (i) maintain
accounting records in accordance with generally recognlzed and accepted principles of
accounting consistently applied throughout the accountlng periods involved; (ii) provide
Beneficiary with such information concerning 1ts business affairs and financial condition
(including insurance coverage) as Beneficiary may request;. and (iii) without request, provide
to Beneficiary the following financial information, in form and content acceptable to
Beneficiary, pertaining to Grantor: -

(a) not later than 120 days after the enculmof 'é.ach' fiscal year, annual
financial statements reviewed by a certified public accountlng ﬁrm acceptable to
Beneficiary; and : )

(b) not later than sixty (60} days after the end of each ﬁscal quarter
interim financial statements prepared by the Grantor. : .

1.16  Use of Property

The Property 1s not used principally for farming or agricultural purposes. The loan
evidenced by the Note is not made primarily for personal, family or household purposes
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1 17 Construction Mortgage

Thls Deed of Trust is a “Construction Mortgage” or “Construction Deed of Trust” to
' the extent that it secures an obligation incurred for construction of an improvement on the

Property
1. 18 Fmanclal Covenants

Grantor .\__»__\'flll maintain the following: a debt service coverage ratio as of the end of
each fiscal quarté__:_rrfor"the four (4) fiscal quarters then ended of at least 1.10 to 1. “Debt
service coverage ratio” shall mean the relationship, expressed as a numerical ratio, between
(i) the total of Grantor’s after-tax income plus interest expense, amortization and depreciation
and (ii) the sum of i mterest expense on all debt and required principal payments on long-term
debt. :

2. SECURITY AGR_E_E_MEN_T:---
2.1  Creation of S’ééﬁi‘ity Iti"t'é'rest

Grantor hereby grants to Beneﬁclary a‘security interest in (a) the Personal Property
located on or at the Property, 1nc1ud1ng without limitation any and all property of similar type
or kind hereafter located on or at the Property, (b) the Cash Collateral, and (c) all other Trust
Estate property in which a security interest may be granted under the Uniform Commercial
Code of Washington (collectively, the “Secured Property™), for the purpose of securing all
obligations of Grantor contained in any of the Secured Loan Documents.

2.2 Warranties, Representations, and Covenants of Grantor
Grantor hereby warrants, represents and coveneinté as foﬂq'ws:

(a) Except for the security interest granted hereby, Grantor is, and as to portions of
the Secured Property to be acquired after the date hereof will be; the sole owner of the Secured
Property, free from any adverse lien, security interest, encumbrance or adverse claims thereon
of any kind whatsoever. Grantor will notify Beneficiary of, and will defend the Secured
Property against, all claims and demands of all persons at any time clanmng the same or any
interest therein. B

(b) Grantor will not lease, sell, convey or in any manner transfer- the Secured
Property without the prior written consent of Beneficiary. -

(c) The Secured Property is not used or bought for personal, family"tjr'__:hopéehdlci'_'.., ._
purposes. R

(d)  The Secured Property will be kept on or at the Property and Grantor willnot =«
remove the Secured Property from the Property without the prior written consent of Benéﬁcia'gy, e
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except such portions or items of Secured Property which are consumed or worn out in ordinary

usage, all of which shall be promptly replaced by Grantor with an article of equal suitability

owned by Grantor free and clear of any lien or security interest except such as may be approved
“in wntlng by Beneﬁc1ary

B (e) Grantor maintains a place of business in the State of Washington, and Grantor
will i'mmedlately notify Beneficiary in writing of any change in its place of business.

(f)  Grantorconsents to Beneficiary filing one or more financing statements and
renewals and amendments thereof pursuant to the Uniform Commercial Code of Washington in
form satisfactory to Beneficiary, and will pay the cost of filing the same in all public offices
wherever filing is deer'n_ed'by'Beneﬁciary to be necessary or desirable.

(g) Al cbVénahts'Iéﬁdﬁbbligations of Grantor contained herein relating to the Trust
Estate shall be deemed to apply to the Secured Property, whether or not expressly referred to
herein.

(h) This Deed of Trust constltutes a security agreement as that term is used in the
Uniform Commercial Code of Washlngton

2.3  Fixture Filing

This Deed of Trust constitutes afinancing statement filed as a fixture filing in the
Official Records of the County in which the Property is-located with respect to any and all
fixtures included within the term “Trust Estate’ as used hierein and with respect to any goods
or other personal property that may now or hereafter become such fixtures.

3. ASSIGNMENT OF LEASES AND RENTS
3.1 Assignment

Grantor hereby assigns to Beneficiary and grants to Be'rsleﬁ.ciary"é' security interest in all
Leases and Cash Collateral as security for performance of all obhgatlons of Grantor contained
in the Secured Loan Documents. o

3.2 Representations and Warranties
Grantor represents and warrants as follows:

(a) Grantor has good right, title and interest in and to the Leases and Cash Collateral
and good right to assign the same, and that no other person has any right, title or 1nterest thereln

(b)  Grantor has duly and punctually performed all and singular the materlal terms g
covenants, conditions and warrantics of the Leases on Grantor’s part to be kept, observed and
performed.
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. (©) The existing Leases, if any, are valid and, except as disclosed to Beneficiary in
e wntmg, ‘unmodified and are in full force and effect.

o (d) - Grantor has not previously sold, assigned, transferred, mortgaged, pledged or
granted a secunty interest in the Leases and Cash Collateral, whether now due or hereafter to
become due

(e) None of the Cash Collateral due and issuing from the Property or from any part
thereof has been collected for any period in excess of one (1) month from the date hereof, and
that payment of any 0__f same has not otherwise been anticipated, waived, released, discounted,
set off or otherwise 'disCharged or compromised.

(f) Grantor has net received any funds or deposits from any tenant for which credit
has not already been made on account of accrued Cash Collateral.

(2) None of the___tenants.-under any existing Leases is in default of any of the material
terms thereof. o

33  Covenants of Performance
Grantor covenants and agrees_:ae foll_:ewe:

(a) Grantor shall observe, perform, and discharge, duly and punctually, all of the
material obligations of the Leases on the part of Grantor to be kept, observed, and performed;
and shall give prompt notice to Beneficiary of a.ny fallure on the part of Grantor to observe,
perform, and discharge same.

(b) Grantor shall notify and direct in wrltmg each and every present or future
tenant or occupant of the Property or any part thereof that any security deposit or other
deposits heretofore delivered to Grantor have been retalned by Grantor or assigned and
delivered to Beneficiary as the case may be. o :

(c) Grantor shall enforce the performance of each and every matenal obligation,
term, covenant, condition, and agreement in the Leases by any teriant to be performed, and shall
notify Beneficiary of the occurrence of any material default under the_ Leases.” -

(d) Grantor shall appear in and defend any action or proceeding.ari's'i.ng under,
occurring out of, or in any manner connected with the Leases or the obhgatlons, dutles or
liabilities of Grantor or any tenant thereunder at the expense of Grantor.

34  Prior Approval for Actions Affecting Leases

Grantor, without the prior written consent of Beneficiary, further covenants and agrees 5'
as follows: T
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g (a) Grantor shall not receive or collect any Cash Collateral from any present or

- future ténant of the Property or any part thereof for a period of more than one (1) month in
advance (whether in cash or by promissory note) nor pledge, transfer, mortgage, grant a security

“interest in, -6r-otherwise encumber or assign future payments of Cash Collateral.

5 (b) Grantor shall not waive, forgive, excuse, condone, discount, set off,
comprom1se ot in any manner release or discharge any tenant under any Leases having a term
in excess of one'(1)year of or from any material obligations, covenants, conditions, and
agreements by such tenant to be kept, observed, and performed, including the obligation to pay
the Cash Collateral thereunder in the manner and at the place and time specified therein.

(c) Grantor shall not cancel, terminate, or consent to any surrender of any of the
Leases having a term in excess of one (1) year, nor commence any action of ejectment or any
summary proceedings fof'dis'pos"'se"ssion of the tenant under any such Leases, nor exercise any
right of recapture of the Property prov1ded in any such Leases, nor modify or in any way alter
the terms thereof. '

(d) Grantor shall ﬁoi:lleas_e'ar:iy part of the Property for a term in excess of one (1)
year, nor renew or extend the term of any Leases of the Property other than month-to-month
rental agreements unless an option therefor was originally so reserved by tenants in the Leases.

(e) Grantor shall not relocate any commercial tenant within the Property nor consent
to any modification of the express purposes for which the Property has been leased, nor consent
to any subletting of the Property or any part thereof] ot to-any assignment of the Leases by any
commercial tenant thereunder or to any assignment or further subletting of any sublease.

35 Rejection of Leases
Grantor further covenants and agrees as followé'

(a) In the event a commercial tenant under a Lease becomes the subject of any
proceeding under the United States Bankruptcy Code or any other federal, state or local statute
which provides for the possible termination or rejection of the Lease, Grantor covenants and
agrees that in the event the Lease is so rejected, no damage settlement shall be made without the
prior written consent of Beneficiary. <

(b) Grantor will request that any check in payment of damages for rej ectlon or
termination of any such Lease will be made payable both to the Grantor and Beneﬁc1ary

(c) Grantor hereby assigns any such payment to Beneficiary and ﬁJr._the'r eovenants
and agrees that upon request of Beneficiary, it will duly endorse to the order of Beneficiary any
such check, the proceeds of which will be applied to any portion of the indebtedness secured by
this Deed of Trust in such manner as Beneficiary may elect. :

o — _
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3.6 License to Collect Cash Collateral

As long as there shall exist no default by Grantor in the payment of any indebtedness
: ecu:red hereby or in the observance and performance of any other obligation, term, covenant or
condition or warranty herein or in the Note or contained in the Leases, Grantor shall have the
right under a license granted hereby (but limited as provided herein) to collect, but not prior to
accrual, all of the: Cash Collateral arising from or out of said Leases or any renewals, extensions
and replacements thereof, or from or out of the Property or any part thereof. Grantor shall
receive such Cash Coliateral and hold the Cash Collateral, together with the right and license
herein granted, asa trust-fund to be applied, and Grantor hereby covenants to so apply them, as
required by Beneﬁcmry, firstly to the payment of taxes and assessments upon the Property
before penalty or interestis due thereon; secondly to the costs of insurance, maintenance and
repairs required by the terms of this Deed of Trust; thirdly to satisfaction of all obligations
under the Leases; and fourthly to the payment of interest, principal and any other sums
becoming due under the Note and Secured Loan Documents, before using any part of the same
for any other purposes. Upen the conveyance by Grantor and its successors and assigns of
Grantor’s interest in the Property; all right; title, interest and powers granted under the license
aforesaid shall automatically pass to.and may be exercised by each subsequent owner.

4. DEFAULT AND REMEDIES UPON DEFAULT
4.1  Events of Default
Any of the following events shall be deemed'an-.'event of default hereunder:

(a) Default shall be made in the payment of ¢ any mstallment of principal or interest
on the Note or any other sum secured hereby when due; or .

(b) Grantor or any guarantor of the 1ndebtedness secured hereby shall file a
voluntary petition in bankruptcy or such a petition shall be filed against Grantor or any
guarantor; or if Grantor or any guarantor shall file any petition.or answer seeking or acquiescing
in any reorganization, arrangement, composition, readjustment, liquidation, dissolution or
similar relief for itself under any present or future federal, state or other statute, law or
regulation relating to bankruptcy, insolvency or other relief for debtors; or Grantor or any
guarantor shall seek or consent to or acquiesce in the appointment of. any trustee, receiver or
liquidator of Grantor or any guarantor or of all or any part of the Trust Estate, or of any or all of
the royalties, revenues, rents, issues or profits thereof, or shall make any general assignment for
the benefit of creditors, or shall admit in writing its inability to pay its debts generally as they
become due; or

(c) A court of competent jurisdiction shall enter an order, judgment or"deci‘ée' L
approving a petition filed against Grantor or any guarantor seeking any reorganization;
dissolution or similar relief under any present or future federal, state or other statute, law or )
regulation relating to bankruptcy, insolvency or other relief for debtors; or any trustee, recewer o
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| or hqmdator of Grantor or any guarantor or of all or any part of the Trust Estate, or of any or all
" of the royalties, revenues, rents, issues or profits thereof, shall be appointed without the consent

ot acquiescence of Grantor or any affected guarantor; or

S (d) - . A notice of lien, levy, or assessment is filed or a writ of execution or attachment
or any.: s1mllar process s issued or Jevied with respect to all or a part of the Trust Estate or any
judgment: mvolvmg monetary damages shall be entered against Grantor and become a lien on
the Trust Estate or any portion thereof or interest therein; or

(¢)  There has occurred a breach of or default under any term, covenant, agreement,
condition, provision, representation or warranty contained in any of the Loan Documents or
any part thereof, not referred to in this Section 4.1; or

(f) Any guaranty of the loan secured hereby is in default or ceases to be in full force
or effect or any guarantor asserts that any guaranty is not in full force and effect; or

() The actual or attempted conveyance, assignment, transfer, mortgage, pledge,
encumbrance, or other disposition.of the Project, the Property, or Grantor’s rights under this
Deed of Trust in violation of the terms of thls Deed of Trust or the Loan Documents without
the written consent of Beneficiary; or

(h) If the Loan Documents 'evid'ence or secure a construction loan, any of the
following events shall also be deemed an'event of default hereunder (capitalized terms not
otherwise defined herein shall have the meanings given to them in the Loan Documents):

(i)  The dissolution, liquidation, bankruptcy, reorganization or insolvency,
voluntary or involuntary, of the Contractor or Archiféct and the failure of Grantor to
find and contract with a replacement reasonably satlsfactory to Beneficiary within 30
days thereafter. - :

(ii)  Title to the Property is not satlsfactory to Beneﬁ01ary by reason of any
defect (even though the same may have existed at the time of any prior advance of the
loan proceeds), except those matters affecting title which have at any time been
consented to in writing by Beneficiary, or the Title Insurer fails-or refuses to insure
any disbursement to be secured by this Deed of Trust as a valld lien on the Property
subject only to those matters affecting title which have at any time been consented to
in writing by Beneficiary.

(ili)  Grantor does not construct the Project substantially in accordance with
all material aspects of the Plans and Specifications and all applicable laws, rﬁle's,‘
regulations and requirements now existing or hereafter enacted, adopted-or*
promulgated of all governmental authorities having jurisdiction over the Property, or’
Grantor fails to file with the appropriate departments of any governmental authorlty
having jurisdiction over the Property amended or supplemental Plans and S
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~". . Specifications if required by law, or Grantor fails to furnish to Beneficiary written
* certificates issued by such departments approving the Plans and Specifications.

) (iv)  The substantial delay, discontinuation, or prohibition of construction
S of the PI’O] ect as provided in Section 8.4 of the Construction Loan Agreement.

. (v) Grantor fails to comply with any requirement of any government
authorlty having jurisdiction over the Property within the time required by such
authority. after hotice in writing of such requirement shall have been given to Grantor.

(1) If | Grantor shall be in default, violation or non-compliance with a Permitted
Encumbrance. W

M Any default by Grantor under any indebtedness (whether now existing or
hereafter incurred) in favor of Beneﬁc1ary or the failure of Grantor to comply with or to
perform any term, obligation; covenant or condition contained in any agreement between
Grantor and Beneficiary (\i?hqthcr such agreement exists now or is hereafier made).

4.2  Rights and Relﬁé(.i.ies__'c;ﬁ.-l').efault

Upon the occurrence of any e.yent__qf_'d-eféult and at any time thereafter, Beneficiary may
exercise any one or more of the following rights and remedies:

(a) Withhold further disburseﬁlént of proc-_é_éds of the loan that is evidenced by the
Note. S

(b) The right at its option by notice to Grantor to declare the entire indebtedness
secured hereby immediately due and payable. :

{© With respect to all or any part of the Property, the rlght to foreclose by judicial
foreclosure in accordance with applicable law.

(d)  Theright to have the Trustee sell the Trust Estate in accordance with the Deed
of Trust Act of the State of Washington and the Uniform Commercial Code of the State of
Washington, where applicable, at public auction to the highest bidder. . The poWer of sale

conferred by this Deed of Trust and the law is not an exclusive remedy and when not exerused
Beneficiary may foreclose this Deed of Trust as a mortgage.

(e) With respect to all or any part of the Trust Estate that consututes '_peréoné;lty_, the
rights and remedies of a secured party under the Washington Uniform Commercial Code.

® The right, without notice to Grantor, to terminate the license granted to Grantor .
to collect the Cash Collateral without taking possession, and to demand, collect, reccive, sue ~ .
for, attach and levy against the Cash Collateral in Beneficiary’s name; to give proper receipts, @ .~
releases and acquittances therefor; and after deducting all necessary and proper costs and™
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ef_;:tpehses of operation and collection as determined by Beneficiary, including reasonable

attorneys’ fees, to apply the net proceeds thereof, together with any funds of Grantor deposited

with Beneficiary, upon any indebtedness secured hereby and in such order as Beneficiary may
“determine. - [n furtherance of this right, Beneficiary may require any tenant or other user to make
payments of rent or use fees directly to Beneficiary, and payments by such tenant or user to
Bernieficiary in response to its demand shall satisfy the obligation for which the payments are
made, whether or not any proper grounds for the demand existed.

(g) The _nght__to have a receiver appointed to take possession of any or all of the
Trust Estate, withthe power to protect and preserve the Trust Estate and to operate the Trust
Estate preceding foreclosure or sale and apply the proceeds, over and above cost of the
receivership, against the indebtedness secured hereby. The receiver may serve without bond if
permitted by law. Beneficiary’s right to the appointment of a receiver shall exist whether or not
apparent value of the Trust Estate exceeds the indebtedness by a substantial amount. Grantor
hereby irrevocably consents to the- appointment of a receiver on the terms set forth herein.
Employment by Beneficiary shall riot disqualify a person from serving as receiver. Upon taking
possession of all or any part of the Trust Estate, the receiver may:

(1) Use, operate, mahéige,__control, and conduct business on the Trust
Estate; S

(2) Make expenditﬁ're‘ for all maintenance, renewals, replacements,
alterations, additions, and improvements to the Trust Estate as in its judgment are
proper; :

3) Insure and reinsure the Tfust Estate and all risks incidental to its
possession, operation, and management of the Trust Estate

(4) Collect the Cash Collateral and any other revenues and income from
the Trust Estate and apply such sums to the expenses of use, operatlon and
management in such priority as the receiver deems appropriate. . Grantor shall
promptly turn over to the receiver all documents, books, records, papers, and
accounts, together with the amount of any deposits, reritals, and use fees from any
tenant or other user. The receiver may appear in any proceeding or bring suit on
Grantor’s behalf, as necessary to enforce obligations of any tenant or- other user,
including actions for the recovery of rent and actions in forcible detamer

(5) Cancel or terminate any Lease or agreement for any cause for whlch
Grantor would be entitled to cancel the same; S

(6)  Extend or modify any Lease and make any new Lease on "énj"r poi'tioh "
of the Trust Estate. Any such instruments shall be binding upon Grantor and-all”
persons whose interests in the Trust Estate are subordinate to this Deed of Trust and
upon the purchaser or purchasers at any foreclosure sale, notwithstanding any -
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- redemption from sale, discharge, or indebtedness, satisfaction of the foreclosure
* _~decree or issuance of any certificate of sale or deed to any purchaser; or

. ()  Complete any construction in progress on the Property, and in that
~ 7 connection, pay bills, borrow funds, employ contractors, and make any changes in
Lk __plans .Or drawings as the receiver deems appropriate.

(8) _' If the revenues and income are insufficient to pay expenses, the
receiver may borrow from Beneficiary such sums as the receiver deems necessary for
the purposes stated in this paragraph. The amounts borrowed shall bear interest from
the date of 'éxpendi"ture until repaid at the Default Rate. Such sums shall become a
part of the balance secured by this Deed of Trust and shall be payable by Grantor on
demand. ._

(h) Subject to any lim'_itatigons imposed by law, the right to obtain a deficiency
judgment in the event the net sale proceeds of any foreclosure sale are insufficient to pay the
entire unpaid indebtedness secured herebj,r

0] Any other right or remedy prowded in this Deed of Trust, the Note, any other
Loan Documents, or under law. :

G) If the Loan Documents 'evi'dence or secure a construction loan, then Beneficiary
shall have the right to take over and complete the work of construction, and, for that purpose, to
make disbursements from the undisbursed loan funds.. Any contracts entered into or
indebtedness incurred on the exercise of such right may be in the name of Grantor, and
Beneficiary is hereby irrevocably appointed attorney-in-fact (the appointment being coupled
with an interest) to enter into the contract, incur such obllgahons enforce contracts or
agreements theretofore made by or on behalf of Grantor, and to do any and all things necessary
or proper to complete the work of construction, 1ncludmg the signing of Grantor’s name to such
contracts and documents as may be deemed necessary by counsel for Beneficiary. In no event
shall Beneficiary be required to use its own funds to complete the improvements if undisbursed
loan funds are insufficient, but Beneficiary may, at its option, advance such funds. Any funds
so advanced shall be payable to Beneficiary by Grantor on demand together w1th interest at the
Default Rate until paid and shall be secured by the Deed of Trust. "

4.3  Foreclosure by Power of Sale

Should Beneficiary elect to foreclose by exercise of the power of sale herein -
contained, Beneficiary shall notify Trustee and shall deposit with Trustee this Deed of Trust
and the Note and such receipts and evidence of expenditures made and secured hereby as. -
Trustee may require. :

(a) Upon receipt of such notice from Beneficiary, Trustee shall cause to be givﬂcﬂni .
such Notice of Default as then required by law. Trustee shall, without demand on Grantor
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. after lapse of such time as may then be required by law and after Notice of Sale and Notice of
- Foreclosure having been given as required by law, sell the Trust Estate at the time and place

of sale ﬁ_x_e_d by it in such Notice of Sale and Notice of Foreclosure, either as a whole, or in
“separate-lots or parcels or items as Trustee shall deem expedient, and in such order as it may
determine, at public auction to the highest bidder for cash in lawful money of the United
States payable at the time of sale. Trustee shall deliver to such purchaser or purchasers
thereof its g:bod__ and sufficient deed or deeds conveying the property so sold, but without any
covenant or warranty; express or implied. The recitals in such deed of any matters or facts
shall be conclusive proof of the truthfulness thereof.

(b)  Afterdeducting all costs, fees and expenses of Trustee and of this Trust,
including costs of evide-n_c_e- of title and reasonable counsel fees in connection with sale,
Trustee shall apply the proceeds of sale to payment of all sums expended under the terms
hereof, not then repaid, with accrued interest, all other sums then secured hereby and the
remainder, if any, shall :bé paid i"nto .court in the manner provided by law.

4.4  Sale of Personal Property

Beneficiary shall give Grantor reasonable notice of the time and place of any public sale
of any Personal Property or of the time afler which any private sale or other intended disposition
of the Personal Property is to be made. Reasonable notice shall mean notice given at least ten
days before the time of the sale or disposition.

45  Due on Sale or Increase in Inter_es:t":"Rétl; on Sale

Grantor agrees and acknowledges that the indebtedness evidenced by the Note is
personal to Grantor, and that Grantor’s personal réspon's_ibi‘I_i_'t'y= and/or control of the Property is
a material inducement to Beneficiary to agree to enter into this transaction. Any conveyance of
the whole or any part of the Property, whether by deed, .contract, further encumbrance (by way
of any lien, mortgage, deed of trust or otherwise), lease of the same (other than a lease of any
portion of the space in the improvements on the Property in the ordinary course of business
without an option to purchase) or otherwise, without Beneficiary’s prior written consent or any
transfer of capital stock or general partnership or limited liability compariy interests in Grantor
without Beneficiary’s prior written consent, shall be deemed to increase the risk of Beneficiary,
and Beneficiary or other holder may declare the entire unpaid balance 1mmed1ately due and
payable, or, at its sole option, it may consent to such conveyance or transfer in writing and may
increase the interest rate on the Note, change the maturity date of the Note; modlfy the loan
terms, or impose whatever other conditions it shall deem necessary to compensate it for such
increased risk. Any increase in interest shall entitle the holder to increase monthly payments on
the loan evidenced by the Note so as to retire the obligation within the original stlpulated_tlme :
In the event Grantor shall request the consent of Beneficiary in accordance with the provisions ..
of this Section 4.5, Grantor shall deliver a written request to Beneficiary, together with such. .
information as Beneficiary may reasonably request regarding such conveyance or tranSfer and i
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. shall.' allow Beneficiary 30 days to evaluate such request. In the event Beneficiary approves
" such conveyance or transfer, Grantor shall pay Beneficiary a processing fee in an amount to be

determmed by Beneficiary but in no event less than Five Hundred Dollars to compensate

“Beneficiary for its costs in processing such request. Consent as to any one transaction shall not
be deemed 1o be a waiver of the right to require consent to any further or successive transaction.
The execution and delivery by the Grantor of any joint venture agreement, partnership
agreement, declaratlon of trust, option agreement, or other instrument whereunder any person,
corporation ot other entlty may become entitled, directly or indirectly, to the possession or
enjoyment of the Property or the income or other benefits derived or to be derived therefrom,
shall in each case be deemed to be a conveyance or transfer for the purposes of this section, and
shall require the prior. wntten consent of Beneficiary.

In the event ownershlp of'the Property or any portion thereof becomes vested in a
person other than Grantor herein named, Beneficiary may, without notice to Grantor herein
named, whether or not Beneﬁc,lary has given written consent to such change in ownership, deal
with such successor or successors in interest with reference to this Deed of Trust and the
obligations secured hereby, in'the same manner as with Grantor herein named, without in any
way vitiating or discharging Gra;lttjr."_s liability hereunder or the obligations hereby secured.

4.6  Attorney Fees

In the event suit, action, or prodeed_ing is instituted to enforce any of the terms of this
Deed of Trust the prevailing party shall be entitled to recover from the other party such sum as
the court may adjudge reasonable as attorney fees at trial, on any appeal, and in any bankruptcy
proceeding. All reasonable expenses incurred by. Beneficiary that are necessary at any time in
Beneficiary’s opinion for the protection of its interest or the enforcement of its nghts including
without limitation, the cost of searching records, obtalmng title reports, surveyors’ repotts,
demanding payment, attorneys’ opinions, or title insurance, whether or not any court action is
involved, shall become a part of the indebtedness secured hereby; payable on demand, and shall
bear interest at the Default Rate from the date of expenditure until paid. -

S. MISCELLANEOUS
5.1  Governing Law

This Deed of Trust shall be governed by the laws of the State of Washington. In the
event that any provision or clause of any of the Loan Documents conflicts with applicable laws,
such conflicts shall not affect other provisions of such Loan Documents which can be given
effect without the conflicting provision, and to this end the provisions of the Loan Documents
are declared to be severable. ‘ :
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5.2 Modification

Th1s instrument cannot be waived, changed, discharged or terminated orally, but only by
“an 1nstrument in writing signed by the party against whom enforcement of any waiver, change,
d1scha.rge or termmatlon is sought.

5. 3 I__ns_p_ectlons and Appraisals

Beneﬁciq__fy or its agents may enter upon the Property at any reasonable times to inspect
or appraise it, or to perform any of the acts it is authorized to perform under any of the Loan
Documents, whether or not any default exists hereunder. If Grantor refuses to permit such
inspection or appraisal, Beneﬁcnary may specifically enforce performance of this provision.
Grantor agrees to pay the cost of all appraisals and appraisal reviews required by Beneficiary in
its sole discretion (a) to comply With (i) any applicable statute or regulation, or (ii} the request
or directive (whether or not having the force of law) of any regulatory authority with
jurisdiction over Beneficiary, (b) to‘comply with Beneficiary’s policies concerning appraisals,
(c) at any time after the occurrerice of an event of default, or (d) in connection with a suit for a
deficiency judgment. All such appralsal and appraisal review costs shall become a part of the
indebtedness secured hereby and shall. be payable on demand, together with interest thereon at
the Default Rate. :

5.4  Reconveyance by Tru'st_eé

Upon written request of Beneficiary stating t’hat all sums secured hereby have been
paid, and upon surrender of the Note to Trustee for cancellation and retention and upen
payment by Grantor of Trustee’s fees, Trustee shall reconvey to Grantor, or the person or
persons legally entitled thereto, without warranty, any portibh of the Trust Estate then held
hereunder. The recitals in such reconveyance of any matters or facts shall be conclusive
proof of the truthfulness thereof. The grantee in any reconveyance may be described as “the
person or persons legally entitled thereto.” et

5.5 Notices

Whenever Beneficiary, Grantor or Trustee shall desn'e to glve of serve any notice,
demand, request or other communication with respect to this Deed of Trust, each such notice,
demand, request or other communication shall be in writing and shall be deemed given when
(1) personally delivered, (ii) three (3) days after deposit in the United States mail by registered
or certified mail, postage prepaid and return receipt requested or (iii) one‘(1) day after deposit
with a nationally recognized overnight delivery service such as Federal Express-or Alrborne
Any communication which is mailed or deposited with an overnight delivery serviec as =~
provided above shall be addressed to the address set forth at the beginning of this Deed of _
Trust. Any party may at any time change its address for such notices by delivering or malhng )
to the other parties hereto, as aforesaid, a notice of such change. S

DEED OF TRUST
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56 Captions

The captions or headings at the beginning of each section hereof are for the convenience
'.of the partles and are not a part of this Deed of Trust.

b __5 _7 Invalldlty of Certain Provisions

I the hen of this Deed of Trust is invalid or unenforceable as to any part of the debt, or
if the lien'is invalid or unenforceable as to any part of the Trust Estate, the unsecured or
partially unsecured portion of the debt shall be completely paid prior to the payment of the
remaining and secured or ‘partially secured portion of the debt, and all payments made on the
debt, whether voluntary or under foreclosure or other enforcement action or procedure, shall be
considered to have been first paid on and applied to the full payment of that portion of the debt
which is not secured or fully secured by the lien of this Deed of Trust. Further, the invalidity or
unenforceability of any portion ot provision of this Deed of Trust shall in no way affect the
validity or enforceability of the remamder hereof.

5.8 Subrogatlon

To the extent that proceeds of the Note are used to pay any outstanding lien, charge or
prior encumbrance against the Trust Estate, such proceeds have been or will be advanced by
Beneficiary at Grantor’s request and Beneficiary shall be subrogated to any and all rights and
liens owed by any owner or holder of such outstanding liens, charges and prior encumbrances,
irrespective of whether such liens, charges or encumbrances are released.

5.9 No Merger

If both the lessor’s and lessee’s estates under any Jease or portion thereof which
constitutes a part of the Trust Estate shall at any time become vested in one owner, this Deed of
Trust and the lien created hereby shall not be destroyed or termmated by application of the
doctrine of merger and, in such event, Beneficiary shall continue to have and enjoy all of the
rights and privileges of Beneficiary as to the separate estates. It addition, upon the foreclosure
of the lien created by this Deed of Trust on the Trust Estate pursuant to the provisions hereof,
any leases or subleases then existing and created by Grantor shall not-be: destroyed or terminated
by application of the law of merger or as a matter of law or as a result of such foreclosure unless
Beneficiary or any purchaser at any such foreclosure sale shall so elect. No-act by or on behalf
of Beneficiary or any such purchaser shall constitute a termination of any lease or. sublease
unless Beneficiary or such purchaser shall give written notice thereof to such tenant or .
subtenant. s
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Grantor:

LOCAL 26 EDUCATIONAL DEVELOPMENT
TRUST, a Washington nonprofit trust

By @—?CQ__

es P. Coleman, Chairman
) s8¢

By: L. , ‘
Michael Murphy, Secret
COUNTY OF K/i% | )

[ certify that | know or have satlsfactory evidence that James P. Coleman is the persen
who appeared before me, and said person acknowledged that he signed this instrument, on
oath stated that he was authorized to f_:_XéCl_lte': the instrument, and acknowledged it as the
Chairman of LOCAL 26 EDUCATIONAL DEVELOPMENT TRUST, a Washington
nonprofit trust, to be the free and Voluntary act of such party for the uses and purposes
mentioned in the 1{15trurnent 5,

\\\ ‘"!

‘ | ;z'oo's.

*%0%
7 " : ‘c, :ggé 1.)72%447/:;{/%41—7,%5—
XS] N “,,-5"&__: (Signature of Not
": ’3"’“ -\ °q"" o / Shacret A Sdlgser 47
(Print or stamp name.of Notary)
NOTARY PUBLIC in and for the State of
Washington, res1d1ng at: SLArG
My appointment expires:__ ¢~ 3/ J’f

" \nu..'

“Nu\s\\“

WA wm\w
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STATE OF WASHINGTON )

) ss.

" C@UNTY OF /O% )
' I certlfy that I know or have satisfactory evidence that Michael Murphy is the person

Who__appeared before me, and said person acknowledged that he signed this instrument, on
oath stated that he was authorized to execute the instrument, and acknowledged it as the

Secretary of LOCAL 26 EDUCATIONAL DEVELOPMENT TRUST, a Washington
nonprofit trust, te be the free and voluntary act of such party for the uses and purposes

mentioned in the ihét’fﬁimnt

Dated‘ “\\u’e:; Léf b , 2005.
p

SR 4bt

= o-a""b"'" €4e "’: ’I" 2 /C( 320 7’)) % Z
5- ::": :‘;O‘ A”I—“ﬁ%ﬁ% s v f / L Fp gzl
SEI0C L .- iz {/Slgnat e of Notary,
At 32 s A
Yo, anl, FO2 _Shewm M, Attt
Y., ?- 1-0‘3»‘}05 R '.---(Pr-lnt Of stamp name of Notary)

4 )s iy, 3 n\“\’:\ - . o .

’l RS .- NOTARY PUBLIC in and &the State of

’l“ FWw O w ] :
nmm\\\\\ . ___:Washington, residing at: _ .
My appointment expires: 7-3/-29

oo s R IIWIIMIMiIIHW
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EXHIBIT A
to Deed of Trust

LEGAL DESCRIPTION

The land _rc-férfed to below is situated in the State of Washington, County of Skagit, and is
descfi‘bed--a‘é fo‘lloWS'

LOT®6 AND LOT 7 OF BURLINGTON BINDING SITE PLAN 3-97, APPROVED JULY
10, 1997, AND RECORDED JULY 17, 1997, IN VOLUME 13 OF PLATS AT PAGES 25
AND 26, UNDER AUDITOR S FILE NO. 9707170062, RECORDS OF SKAGIT
COUNTY, WASHINGTON; BEING A PORTION OF THE NORTHWEST % OF
SECTION 7, TOWNSIIIP 34 NORTH, RANGE 4 EAST, W.M., EXCEPT THE SOUTH 60
FEET OF LOT 7; THAT PORTION OF SAID PREMISES LYING WITHIN LOT 7, BEING
ALSO KNOWN AS LOT “B” OF A BOUNDARY LINE ADJUSTMENT SURVEY
RECORDED JANUARY-30,:1998, UNDER AUDITOR’S FILE NO. 9801300049, IN
VOLUME 20 OF SURVEYS, PAGE 63..
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EXHIBIT B
to Deed of Trust

PERMITTED ENCUMBRANCES

Specml exceptions to 2, 3, and 8 of First American Title Company of Skagit County,
Second Cor‘ﬁmitm_ént for Title Insurance, Order No. 84774.
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