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THIS DEED OF TRUST AND ASSIGNMENT (this "Deed.of Trust") i$ executed as of December 11, 2006,

by BATES ENTERPRISES, LLC, . ("Grantor”), to WELLS FARGQ “FINANCIAL NATIONAL BANK
("Trustee™), for the benefit of WELLS FARGOC BANK, NATIONAL ASSOCIATION ("Beneficiary").

ARTICLE |. GRANT IN TRUST-’ |

1.01 Grant. For the purposes and upon the terms and condatlons in thrs Deed of Trust, Grantor
irrevocably grants, conveys and assigns to Trustee, in trust for the benefit of Beneficiary, with power of
sale and right of entry and possession, Grantor's interest in: (a) all real property.located in Skagit
County, Washington and described on Exhibit A attached hereto and which real property is within a city
or village or is 20 acres or less in size; (b) all easements, rights-of-way and rights used in connection
with or as a means of access to any portion of said real property; (c) all tenements; hereditaments and
appurtenances thereof and thereto; (d) 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, adjoiring said
real property, and any and all sidewalks, alleys and strips and gores of land adjacent to or. used in
connection with said real property; (e} all buildings, improvements and landscaping now .or hereaﬁer
erected or located on said real property; (f) all development rights, governmental or quasi- governmental

licenses, permits or approvals, zoning rights and other similar rights or interests which relate to the

development, use or operation of, or that benefit or are appurtenant to, said real property; (g) all mmeral

rights, oil and gas rights, air rights, water or water rights, including without limitation, all wells,.canals, -
ditches and reservoirs of any nature and all rights thereto, appurtenant to or associated with said real - .
property, whether decreed or undecreed, fributary or non-tributary, surface or underground, -

appropriated or unappropriated, and all shares of stock in any water, canal, ditch or reservoir company,
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“and’ all well permits, water service contracts, drainage rights and other evidences of any such rights;
and (h)all interest or estate which Grantor now has or may hereafter acquire in said real property and
all additions and accretions thereto, and all awards or payments made for the taking of all or any portion
- of said real property by eminent domain or any proceeding or purchase in lieu thereof, or any damage to
any-portion of said real property {collectively, the "Subject Property”). The listing of specific rights or
property shall not be interpreted as a limitation of general terms. ’

1.02 “Address.- The-address of the Subject Property (if known) is: 13561 BAYVIEW RD., MOUNT
VERNON, WA 98273, Assessor's Parcel No. P111081 & P35292. Neither the failure to designate an
address nor any inaccuracy in the address designated shall affect the validity or priority of the lien of this
Deed of Trust on the-Subject Property as described on Exhibit A. In the event of any conflict between
the provisions of Exhibit A and said address, Exhibit A shall control.

- ARTICLE Il. OBLIGATIONS SECURED

2.01 Obligations §ggured Grantor makes this grant and assignment for the purpose of securing the

following obligations (each; & "Secured [Obligation” and collectively, the "Secured Obligations”).

a) payment to Beneficiary- of ‘all sums at any time owing and performance of all other obligations
arising under or in conn.ec_tlon with .that certain promissory note, loan or credit agreement,
confirmation letter and disclosure; or-other evidence of debt ("Note") dated as of December 11,
2006, in the maximum principal ‘amount of One Hundred Twenty-Five Thousand and 00/100
Dollars ($125,000.00), with interest as provided therein, executed by BATES ENTERPRISES,
LLC and payable to Beneficiary or its order, together with the payment and performance of any
other indebtedness or cbligations ihr:,_urred in connection with the credit accommaodation evidenced
by the Note, whether or not specifically.referenced therein,

b) payment and performance of all obligations of Grantor under this Deed of Trust, together with all
advances, payments or other expenditures made by Benef iciary or Trustee as or for the payment
or performance of any such obligations of Grantar; :

c) payment and performance of all obligations, if any, and the contracts under which they arise, which
any rider attached to and recorded with this Deed of Trust: recites are secured hereby;

d) payment to Beneficiary of ali liability, whether Ilqmdated or unliquidated, defined, contingent,
conditional or of any other nature whatsoever, and performance of all other obligations, arising
under any swap, derivative, foreign exchange or hedge’ transactlon or.arrangement (or other similar
transaction or arrangement howsoever described or defned) at any time entered into with
Beneficiary in connection with any Secured Obligation;

e) payment and performance of all future advances and other obhgatlons that the then record owner
of the Subject Property may agree to pay andfor perform™{whether as principal, surety or
guarantor) for the benefit of Beneficiary, when any such advance or, other obhgatlon is evidenced
by a writing which recites that it is secured by this Deed of Trust; and -

f) all modifications, extensions and renewals of any of the Secured Obllgattons (mcludlng without
limitation, (i} modifications, extensions or renewals at a different rate of interest, or (i) deferrals or
accelerations of the required principal payment dates or interest payment dates or both: in whole or
in part), however evidenced, whether or not any such meodification, extension-or renewal is
evidenced by a new or additional promissory note or notes, loan or credit agreement conf‘ rmatlon
letter and disclosure, change in terms agreement, or other evidence of debt. ' : L

2.02 Obligations. The term "cbligations” is used herein in its most comprehensive sense and tncludes"" .
any and all advances, debts, obligations and liabilities heretofore, now or hereafter made, incurred or i

created, whether voluntary or involuntary and however arising, whether due or not due, absélute or’ -
contingent, liquidated or unliquidated, determined or undetermined, joint or several, including without

limitation, all principal, interest, charges, including prepayment charges and late charges, and loan fees "
at any time accruing or assessed on any Secured Obligation.
P
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: 2 03 Ingorporation: Future Advances. All terms of the Secured Obligations are incorporated herein by

this' reference. All persons who may have or acquire an interest in the Subject Property are hereby

deemed to have notice of the terms of the Secured Obligations and that this Deed of Trust secures

future advances, and to have notice, if provided therein, that: {a) the Note or any other Secured
'Obllgatlon may. permit borrowing, repayment and reborrowing; and (b) the rate of interest on one or
more of the Secured Obligations may vary from time to time. Funds may be advanced by Beneficiary,
repaud by Grantor and subsequently readvanced by Beneficiary. Absent Default under the terms of the
Secured. Obllgatlons all advances thereunder by Beneficiary are obligatory and are secured by this
Deed of Trust.. All such obligatory advances shall have the same priority as the funds initially advanced
under any'stich Secured.Obligation.

_ARTICLE Ili. ASSIGNMENT OF RENTS

3.01 Assignment. For the purposes and upon the terms and conditions set forth herein, Granfor
irrevocably assigns to-Beneficiary-all. of Grantor's right, title and interest in, to and under all ieases,
licenses, rental agreements and other agreements of any kind relating to the use or occupancy of any of
the Subject Property, whether existing -as of the date hereof or at any time hereafter entered into,
together with all guarantees of and security for any tenant's or lessee's performance thereunder, and all
amendments, extensions, renewals.-and modifications thereto (each, a "Lease" and collectively, the
“Leases"), together with any and ll other fents; issues and profits of the Subject Property (collectively,
"Rents"). This assignment shall not: |mpose upon Beneficiary any duty to produce Rents from the
Subject Property, nor cause Beneficiary to-be: {a).a “morigagee in possession” for any purpose, (b}
responsible for performing any of the: obhga’uons of the lessor or landiord under any Lease; or (¢)
responsible for any waste committed by any person or entity at any time in possession of the Subject
Property or any part thereof, or for any dangerous or defective condition of the Subject Property, or for
any negligence in the management, upkeep, repair or control of the Subject Property. This is an
absolute assignment, not an assignment for security only,.and Beneficiary's right to Rents is not
contingent upon and may be exercised without taking .possession of the Subject Property. Grantor
agrees to execute and deliver to Beneficiary, within five (5) days of Beneficiary's written request, such
additional documents as Beneficiary or Trustee may reasonably request to further evidence the
assignment to Beneficiary of any and all Leases and Rents. Beneficiary or Trustee, at Beneficiary's
option and without notice, may notify any Iessee or tenant of th|s assngnment of the Leases and Rents.

3.02 Protection of Segurity, To protect the security of this aSSIgnment. 'G_r_ant_or agrees:

a) At Grantor's sole cost and expense: (i) to perform each obligation to be performed by the lessor or
landlord under each Lease and to enforce or secure the performance of each obligation to be
performed by the lessee or tenant under each Lease; (i} not to modify any Lease in any material
respect, nor accept surrender under or terminate the term of any Lease; (i) not to anticipate the
Rents under any Lease; and (iv) not to waive or release any lessee or tenant of or from any Lease
obligations. Grantor assigns to Beneficiary all of Grantor's right and power to 'modify the terms of
any Lease, to accept a surrender under or terminate the term of or anticipate-the Rents under any
Lease, and to waive or release any lessee or tenant of or from any Lease obligations, and any
attempt on the part of Grantor to exercise any such rights or powers wuthout Beneﬁmarys prior
written consent shall be a breach of the terms hereof.

b) At Grantor's sole cost and expense, to defend any action in any manner connected thh any Lease
or the obligations thereunder, and to pay all costs of Beneficiary or Trustee, mcludlng reasonable
attorneys' fees, in any such action in which Beneficiary or Trustee may appear.

c) That, should Grantor fail to do any act required to be done by Grantor under a- Lease “then -
Beneficiary or Trustee, but without obligation to do so and without notice to Grantor and W|thout_"
releasing Grantor from any obfigation hereunder, may make or do the same in such manner and. to" _

such extent as Beneficiary or Trustee deems necessary to protect the security hereof, and in’

exercising such powers, Beneficiary or Trustee may employ attorneys and other agents, ar}d""

Grantor shall pay necessary costs and reasonable attorneys’ fees incurred by Beneficiary or .
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Trustee, or their agents, in the exercise of the powers granted herein. Grantor shall give prompt
~ notice to Beneficiary of any default by any lessee or tenant under any Lease, and of any notice of
" default on the part of Grantor under any Lease received from a lessee or tenant thereunder,
.~ together.with an accurate and complete copy thereof.
d) " To pay'to Beneficiary immediately upon demand all sums expended under the authority hereof,
._lncfudlng reasonable attorneys' fees, together with interest thereon at the highest rate per annum
- payable under any Secured Obligation, and the same, at Beneficiary's option, may be added to
any Secured Obligation and shall be secured hereby.

3.03 Lg_c:_e_n_sg Be-neﬂ__cla_r_y__confers upon Grantor a license ("License"} to collect and retain the Rents as,
but not before, they come due and payable, until the occurrence of any Default. Upon the occurrence of
any Default, thé License shall be automatically revoked, and Beneficiary or Trustee may, at
Beneficiary's option and-without notice, either in person or by agent, with or without bringing any action,
or by a receiver to be appomted by a court: (a) enter, take possession of, manage and operate the
Subject Property or any part thereof; {b) make, cancel, enforce or modify any Lease; (c) obtain and evict
tenants, fix or modify Rents, and do. any acts which Beneficiary or Trustee deems proper to protect the
security hereof; and (d) either with.or without taking possession of the Subject Property, in its own
name, sue for or otherwise collect and receive all Rents, including those past due and unpaid, and apply
the same in accordance with thie provisions of this Deed of Trust. The entering and taking possession
of the Subject Property, the collection of Rents'and the application thereof as aforesaid, shall not cure or
waive any Default, nor waive, modify or affect any notice of default hereunder, nor invalidate any act
done pursuant to any such notice.” The: License shall not grant to Beneficiary or Trustee the right to
possession, except as provided in this Deed of Trust.

3.04 Assignment of Leases Perfected. ':The 'é'ssignment by Grantor of the Leases and Rents in this
Article 11l is intended to be specific, perfected and choate upon the recording of this Deed of Trust as
pravided in RCW 7.28.230(3). :

ARTICLE V. RIGHTS AND DUTIESOF THE PARTIES

4.01 Title. Grantor warrants that, except as disclosed to Beneficiary prior to the date hereof in a writing
which refers to this warranty, Grantor lawfully possesses and holds fee simple title to, or if permitted by
Beneficiary in writing, a leasehold interest in, the Subject: Property without limitation on the right to
encumber, as herein provided, and that this Deed of Trust is a valid ||en on the Subject Property and all
of Grantor's interest therein. :

4.02 Taxes and Assessments. Subject to the right, if any, of Grantor to 'c_:_ont_est payment of the
following pursuant to any other agreement between Grantor and Beneficiary, Grantor shall pay prior to
delinquency all taxes, assessments, levies and charges imposed: (a) by any publi¢ .or quasi-public
authority or utility company which are or which may become a lien upon or.cause. @ loss in value of the
Subject Property or any interest therein; or (b} by any public authority upon Beneficiary by reason of its
interest in any Secured Obligation or in the Subject Property, or by reason of any payment made to
Beneficiary pursuant to any Secured Obligation; provided however, that Grantor shall Wave no obligation
to pay any income taxes of Beneficiary. Promptly upon request by Beneficiary, Grantor shall furnish to
Beneficiary satisfactory evidence of the payment of all of the foregoing. Beneficiary is, . hereby
authorized to request and receive from the responsible governmental and non—governmenta! personnel
written statements with respect to the accrual and payment of any of the foregoing. .

4.03 Perdormance of Secured Obligations, Grantor shall promptly pay and perform each Secured;

Obligation when due.

4.04 Liens. Encu nd r Grantor shail immediately discharge any lien on the Subj.écf__
Property not approved by Beneficiary in writing. Except as otherwise provided in any Secured
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"{i)_bl_igation or other agreement with Beneficiary, Grantor shall pay when due all obligations secured by or
reducible to liens and encumbrances which shail now or hereafter encumber the Subject Property,
whether senior or subordinate hereto, including without limitation, any mechanics' liens.

“4.05 |nsurance. Grantor shall insure the Subject Property against loss or damage by fire and such
other risks as Beneficiary shall from time to time require. Grantor shall carry public fiability insurance,
flood insurance as required by applicable law and such other insurance as Beneficiary may reasonably
require,.including without limitation, business interruption insurance or loss of rental value insurance.
Grantor shall maintain‘all required insurance at Grantor's expense, under policies issued by companies
and in form and substance satisfactory to Beneficiary. Neither Beneficiary nor Trustee, by reason of
accepting, re;ectlng, -approving or obtaining insurance, shall incur any liability for: (a) the existence,
nonexistence, form or-legal sufficiency thereof; (b) the solvency of any insurer; or (c) the payment of
losses. All policies and certificates of insurance shall name Beneficiary as loss payee, and shall provide
that the insurance cannot be terminated as to Beneficiary except upon a minimum of ten (10) days' prior
written notice to Beneﬂctary Immediately upon any request by Beneficiary, Grantor shall deliver to
Beneficiary the original of all such pohcues ot certificates, with receipts evidencing annual prepayment of
the premiums. :

4.06 Tax and Insurance Impounds. ‘At Béneficiary's option and upon its demand, Grantor shatl, until all
Secured Obligations have been-paid in full, pay to Beneficiary monthly, annually or as otherwise
directed by Beneficiary an amount estimated by Beneficiary to be equal to: (a) all taxes, assessments,
levies and charges imposed by any. public or quasi-public authority or utility company which are or may
become a lien upon the Subject Property and will become due for the tax year during which such
payment is so directed; and (b) premiums for-fire, other hazard and mortgage insurance next due. If
Beneficiary determines that amounts paid by-Grantor are insufficient for the payment in full of such
taxes, assessments, levies and/or insurance premiums, Beneficiary shall notify Grantor of the increased
amount required for the payment thereof when due, and Grantor shall pay to Beneficiary such additiona
amount within thirty (30) days after notice from Beneficiary. . All amounts so paid shall not bear interest,

except to the extent and in the amount required by law. So long as there is no Default, Beneficiary shall
apply said amounts to the payment of, or at Beneficiary's sole option release said funds to Grantor for
application to and payment of, such taxes, assessments, levies, charges and insurance premiums. If a
Default exists, Beneficiary at its sole option may apply-all or afy part of said amounts to any Secured
Obligation and/or to ¢cure such Default, in which event Grantor shall be required to restore all amounts
so applied, as well as to cure any Default not cured by SuCh appllcatron Grantor hereby grants and
transfers to Beneficiary a security interest in all amounts so-paid and held.in Beneficiary's possession,

and all proceeds thereof, to secure the payment and performance of each Secured Obligation. Upon
assignment of this Deed of Trust, Beneficiary shall have the right to‘assign alt amounts collected and in
its possession to its assignee, whereupon Beneficiary and Trustee shall be released from all liability with
respect thereto. The existence of said impounds shall not limit Beneficiary's- rights under any other
provision of this Deed of Trust or any other agreement, statute or rule of law.~ Within ninety-five (95)
days following full repayment of all Secured Obligations (other than as a consequence of a foreclosure
or conveyance in lieu of foreciosure of the liens and security interests securing any Secured Obligation},

or at such earlier time as Beneficiary in its discretion may elect, the balance of all amounts collected and
in Beneficiary's possession shall be paid to Grantor, and no other party shall have any nght of claim
thereto. .

4.07 D n Pr

a) (i) AII awards of damages and all other compensatlon payable directly or mdlrectly by reason of a
condemnation or proposed condemnation (or transfer in lieu thereof) for public or. pnvate use
affecting the Subject Property; (i} all other claims and awards for damages to or decrease | in value .
of the Subject Property; (iii) all proceeds of any insurance policies payable by reason of loss .
sustained to the Subject Property; and (iv) all interest which may accrue on any of the foregomg,'_.

are ali absolutely and irmevocably assigned to and shall be paid to Beneficiary. At the absolute .-

discretion of Beneficiary, whether or not its security is or may be impaired, but subject to applicablé

(I
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b)

S law if any, and without regard to any requirement contained in any other Section hereof,

Beneficiary may apply all or any of the proceeds it receives to its expenses in settling, prosecuting

* of defending any such claim and apply the balance to the Secured Obligations in any order, and
~release-all or any part of the proceeds to Grantor upon any conditions Beneficiary may impose.
/" Benefic cnary may commence, appear in, defend or prosecute any assigned claim or action, and may
. .adjust, compromise, settle and collect all claims and awards assigned to Beneficiary; provided
. however, that.in no event shall Beneficiary be responsible for any failure to collect any claim or

awaid, regardiess of the cause of the failure.

At its sole option, Beneficiary may permit insurance or condemnation proceeds held by Beneficiary
to be used for repalr or restoration but may impose any conditions on such use as Beneficiary
deems necessary :

4.08 Maintenance and' Preséﬁatign of Subject Property. Subject to the provisions of any Secured
Obligation, Grantor covenants:.

a)
b)

<)

f)

4.09

to keep the Subject’ Property in' “good condition and repair;

except with Benefi c:ary 's prior written consent, not to remove or demolish the Subject Property, nor
alter, restore or add to: the Subject Property, nor initiate or acquiesce in any change in any zoning
or other land classification which affécts the Subject Property;

to restore promptly and in-good workmanlike manner any portion of the Subject Property which
may be damaged or destroyed, uniess Beneficiary requires that all of the insurance proceeds be
used to reduce the Secured Obligations as provided in Section 4.07 hereof;

to comply with and not to suffer viglation-of any or all of the following which govern acts or
conditions on, or otherwise affect the Sub}_e.ct Property: (i) laws, ordinances, regulations, standards
and judicial and administrative rhles -and orders; (if) covenants, conditions, restrictions and
equitable servitudes, whether public or private; and {iii) requirements of insurance companies and
any bureau or agency which establishes standards of insurability;

not to commit or permit waste of the Subject Property; and,

to do all other acts which from the character or use of the Subject Property may be reasonably
necessary to maintain and preserve its value. e

Hazardous Substances: Environmental Prgwggng Grantor _represents and warrants to

Beneficiary as follows:

2)

d)

Except as disclosed fo Beneficiary in writing prior to the date’ hereof the Subject Property is not
and has not been a site for the use, generation, manufacture, s__torage treatment, disposal, release
or threatened release, transportation or presence of any substances which are "hazardous
substances,” "hazardous wastes," "hazardous materials” ~or "toxic.-substances" under the
Hazardous Materials Laws, as defined below, and/or other "ap'plicable “environmental laws,
ordinances and regulations (collectively, the "Hazardous Materials"). -

The Subject Property is in compliance with all laws, ordinances and regulatlons relating fo
Hazardous Materials (collectively, the "Hazardous Materials Laws"), including without fimitation, the
Clean Air Act, the Federal Water Pollution Control Act, the Federal Resource Conservation and
Recovery Act of 1976, the Comprehensive Environmental Response, Compensatton and Liabiiity
Act of 1980, the Superfund Amendments and Reauthorization Act of 1986, the Federal Toxic
Substances Control Act and the Occupational Safety and Health Act, as any of the same- may be
amended, modified or supplemented from time to time, and any other applicable: federal state or
local environmental laws, and any rules or regulations adopted pursuant to any of the foregomg
There are no claims or actions pending or threatened against Grantor or the Subject Property by'" :
any governmental entity or agency, or any other person or entity, relating to any Hazardous_"
Materials or pursuant fo any Hazardous Materials Laws.

Grantor hereby agrees to defend, indemnify and hold harmless Benef iciary, its directors, ofﬂcers

employees, agents, successors and assigns, fr -4 -l lneeac  damanas:

U LT
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/ liabilities, claims, actions, judgments, court costs and legal or other expenses (including without

limitation, attorneys' fees and expenses) which Beneficiary may incur as a direct or indirect

. consequence of the use, generation, manufacture, storage, treatment, disposal, release or

- threaténed release, transportation or presence of Hazardous Materials in, on, under or about the

. Subject Property. Grantor shall pay to Beneficlary immediately upon demand any amounts owing

. under thls ‘indemnity, together with interest from the date of demand until paid in full at the highest

~rate-of lnterest applicable to any Secured Obligation. GRANTOR'S DUTY AND OBLIGATION TO

DEFEND INDEMNIFY AND HOLD HARMLESS BENEFICIARY SHALL SURVIVE THE

CANCELLATION.-OF THE SECURED OBLIGATIONS AND THE RELEASE, RECONVEYANCE
OR PARTIAL REC’ONVEYANCE OF THIS DEED OF TRUST,

e)  Grantor shall |mmec'1|atelg‘r advise Beneficiary in writing upon Grantor's discovery of any occurrence
or condition. on the Sublect Property or on any real property adjoining or in the vicinity of the
Subject Property that does or could cause all or any part of the Subject Property to' be
contaminated with any Hazardous Materials or otherwise be in violation of any Hazardous
Materials Laws, or tause- the- Subject Property to be subject to any restrictions on the ownership,
occupancy, transferabl:_hty or use thereof under any Hazardous Materials Laws.

4.10 Protection of Security, Grantor shall, at Grantor's sole expense: {a) protect, preserve and defend
the Subject Property and Grantor's title and-right fo possession of the Subject Property against all

adverse claims; (b) if Grantor's interest in the:Subject Property is a leasehold interest or estate, pay and
perform in a timely manner all obligations. to'be paid and/or performed by the lessee or tenant under the
lease or other agreement creating such leasehold. interest or estate; and (c) protect, preserve and
defend the security of this Deed of Trust-and the nghts and powers of Beneficiary and Trustee under
this Deed of Trust against all adverse claims. .Grantor shall give Beneficiary and Trustee prompt notice
in writing of the assertion of any claim, the filing of any action or proceeding, or the occurrence of any
damage, condemnation offer or other action relatlng to or affecting the Subject Property and, if Grantor's
interest in the Subject Property is a leasehold interest oréstate, of any notice of default or demand for
performance under the lease or other agreement pursuant to Wthh such leasehold interest or estate
was created or exists. S

4.11 Acceptance of Trust; Powers and Duties of lmgtee, Trustee accepts this trust when this Deed of

Trust is executed. From time to time, upon written request ¢ of Benefi iciary and, to the extent required by
applicable law presentation of this Deed of Trust for endorsement and without affecting the personal
liability of any person for payment of any indebtedness or performance of any of the Secured
Obligations, Beneficiary, or Trustee at Beneficiary's direction, may, without obligation to do so or liability
therefor and without notice: {a) reconvey all or any part of the Subject Property from the lien of this
Deed of Trust; (b) consent to the making of any map or plat of the Subject Property; and (c) join in any
grant of easement or declaration of covenants and restrictions with respect to-the Subject Property, or
any extension agreement or any agreement subordinating the lien or charge’of this Deed of Trust,
Trustee or Beneficiary may from time to time apply to any court of competent Junsdlctlon for aid and
direction in the execution of the trusts and the enforcement of its rights and remedies _available under
this Deed of Trust, and may obtain orders or decrees directing, confirming or approving' acts in the
execution of said trusts and the enforcement of said rights and remedies. Trustee has no obligation to
notify any party of any pending sale or any action or proceeding (including, but not limited to, actions in
which Grantor, Beneficiary or Trustee shall be a party) unless held or commenced-and malntalned by
Trustee under this Deed of Trust. Trustee shall not be obligated to perform any act requlred of it under
this Deed of Trust unless the performance of the act is requested in writing and Trustee is reasonably
indemnified against all losses, costs, liabilities and expenses in connection therewith. : :

412 tion; Ipation: indemni ' s
a) Grantor shall pay all Trustee's fees and relmburse Trustee for all expenses in the admlmstrauon of

this trust, including reasonable attorneys' fees. Grantor shall pay Beneficiary reasonable .~

compensation for services rendered conceming thie Nead of Triust includina without fimitation, the

(I
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- providing of any statement of amounts owing under any Secured Obligation. Beneficiary shall not
_directly or indirectly be liable to Grantor or any other person as a consequence of: (i) the exercise
- of any rights, remedies or powers granted to Beneficiary in this Deed of Trust; (i) the failure or
refusal of Beneficiary to perform or discharge any obtigation or liability of Grantor under this Deed
- of Trust or any Lease or other agreement related to the Subject Property; or (iii) any loss sustained
. by Grqﬁ’tof or any third party as a result of Beneficiary's failure to lease the Subject Property after
~.any Default-or from any other act or omission of Beneficiary in managing the Subject Property after
any Default ‘urless such loss is caused by the willful misconduct or gross negligence of
Beneﬁciéry;=’ and.no such liability shall be asserted or enforced against Beneficiary, and all such
liability is hereby expressly waived and released by Grantor.

b)  Grantor shallindemnify. Trustee and Beneficiary against, and hold them harmless from, any and all
losses, damages, |iab’ilit'les claims, causes of action, judgments, court costs, attorneys' fees and
other legal expenses,. costs of evidence of title, costs of evidence of value, and other expenses
which either may, suffer or.incur: (i) by reason of this Deed of Trust; (ii) by reason of the execution
of this trust or the performance ‘of any act required or permitted hereunder or by law; (iii) as a result
of any failure of Grantor to perfonn Grantor's obligations; or (iv) by reason of any alleged obligation
or undertaking of Beneﬁmary to perform or discharge any of the representations, warranties,
conditions, covenants or-other obhgatlons contained in any other document related to the Subject
Property, including without Ilr__mtauon the. payment of any taxes, assessments, rents or other lease
obligations, fiens, encumbrances  or-other obfigations of Grantor under this Deed of Trust.
Grantor's duty to indemnify ‘Trustee and Beneficiary shall survive the payment, discharge or
cancellation of the Secured Obllgatnons and the release or reconveyance, in whole or in part, of
this Deed of Trust.

¢)  Grantor shall pay all mdebtedness arlsmg under this Section 4.12 immediately upon demand by
Trustee or Beneficiary, together with interest thereon from the date of demand until paid in full at
the highest rate per annum payable under any Secured Obligation. Beneficiary may, at its option,
add any such indebtedness to any Secured Obllgatlon '

4.13 Substitution of Trustees. From time to fime, by a ertlng S|gned and acknowledged by Beneficiary
and recorded in each Office in which this Deed of Trust-is tecorded, Beneficiary may appoint another
trustee to act in the place and stead of Trustee or any successor.: Such writing shall set forth the
recordation date and any recording or other information required by law. The recordation of such
instrument of substitution shall discharge Trustee herein named.and.shall_appoint the new trustee as
the trustee hereunder with the same effect as if originally named' Trustee herein. A writing recorded
pursuant to the provisions of this Section 4.13 shall be conclusive: proof of the proper substitution of
such new Trustee. .

4.14 Due on Sale or Encumbrance. Except as permitted by the prowsnons of any Secured Obligation or
applicabie law, if the Subject Property or any interest therein shall be sold, transferred (mciudlng without
limitation, where applicable, through sale or transfer of a majority or controlling interest of the corporate
stock, or any general partnership, limited liability company or other similar interests, of Grantor),
mortgaged, assigned, encumbered or leased, whether voluntarily, involuntarily or by opération of law
(each of which actions and events is called a "Transfer"), without Beneficiary's pripr written consent,
THEN Beneficiary may, at its sole option, declare all Secured Obligations immediately due and’ payable
in full. Grantor shall notify Beneficiary in writing of each Transfer within ten (10) busmess days of the
date thereof. _ -

4.15 Rele Extension ifications and Additional rity. Without notice to or thé-.cohsen_t, o
approval or agreement of any persons or entities having any interest at any time in the Subject Property’
or in any manner obligated under any Secured Obligation (each, an "Interested Party"), Benefi ciary

may, from time to time, release any Interested Party from liability for the payment of any Secured
Obligation, take any action or make any agreement extending the maturity or otherwise altering th_e-
terms or increasing the amount of any Secured Obligation, accept additional security, and enforce,
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: 'iq::\_f:_aive, subordinate or release all or a porticn of the Subject Property or any other security for any

Secured* Obligation. None of the foregoing actions shall release or reduce the personal liability of any

Interested Party, nor release or impair the priority of the lien of this Deed of Trust upon the Subject
: Property

4. 16 g@ xa[]gg, Upon Beneficiary's written request, and solely to the extent required by applicable
law’ l__Jpo_n sutrender of this Deed of Trust and every note or other instrument setting forth any Secured
Obiligations to, Trustee for cancellation, Trustee shall reconvey, without warranty, the Subject Property,
or that portion- thereof then covered hereby, from the lien of this Deed of Trust. The recitals of any
matters or-facts in any reconveyance executed hereunder shall be conclusive proof of the truth-ful-ness
thereof. To the extent permitted by law, the reconveyance may describe the grantee as "the person or
persons legally entitled-thereto.” Neither Beneficiary nor Trustee shall have any duty to determine the
rights of persons. claiming to be rightful grantees of any reconveyance. When the Subject Property has
been fully reconveyed, the last such reconveyance shall operate as a reassignment of all future Rents
to the person or persons legally-entitled thereto. Upon Beneficiary's demand, Grantor shall pay all costs
and expenses incurred by Be_r__;e-ﬁc‘:’i'ary"-i_n connection with any reconveyance.

4.17 Subrogation. Beneﬁgi'ary shall'be-subrogated to the lien of all encumbrances, whether or not
released of record, paid in whole or-in. part by Beneficiary pursuant to this Deed of Trust or by the
proceeds of any Secured Obligation..-

! . As used in this Section 4.18, the term
*Obligor" shall mean each person or entrty obligated in any manner under any of the Secured
Obligations; and the term "Third Party Grantor” shall mean (1) each person or entity included in the
definition of Grantor herein and which is not an Obligor under all of the Secured Obligations, and (2)
each person or entity included in the deﬁnltson of Grantor herein if any Gbiigor is not included in said
definition.

a) Representations and Warranties. Each Thlf’d Party. Grantor represents and warrants to Beneficiary
that: (i) this Deed of Trust is executed at an Obligor's request; (ii) this Deed of Trust complies with
all agreements between each Third Party Grantor and any Obligor regarding such Third Party
Grantor's execution hereof; (i) Beneficiary has made no representation to any Third Party Grantor
as to the creditworthiness of any Obligor; and (iv) each-Third. Party Grantor has established
adequate means of obtaining from each Obligor ¢n/'a continuing basis financial and other
information pertaining to such Obligor's financial condition. _Eéc_h Third Party Grantor agrees to
keep adequately informed from such means of any facts, events .or circumstances which might in
any way affect such Third Party Grantor's risks hereunder. 'Each Third Party Grantor further
agrees that Beneficiary shall have no obligation fo disclose to any: Third -Party Grantor any
information or material about any Obligor which is acquired by Benefi iciary in any manner. The
liability of each Third Party Grantor hereunder shall be reinstated and revived, and the rights of
Beneficiary shalt continue if and to the extent that for any reason any amount at any time paid on
account of any Secured Obligation is rescinded or must otherwise: be restored by Beneficiary,
whether as a result of any proceedings in bankruptcy or reorganization”or.otherwise, all as though
such amount had not been paid. The determination as to whether any amount so paid must be
rescinded or restored shall be made by Beneficiary in its sole discretion,; prowded however that if
Beneficiary chooses to contest any such matter at the request of any Third Party Grantor each
Third Party Grantor agrees to indemnify and hold Beneficiary harmless from and against alt-costs
and expenses, including reasonable attorneys' fees, expended or incurred by Beneﬁmary in
connection therewith, including without limitation, in any litigation with respect thereto."

by Waivers. ;
(i} Each Third Party Grantor waives any right to require Beneficiary to: {A) proceed agamst any.-: _
Obligor or any other person; (B) marshal assets or proceed against or exhaust any security held .~
from any Obligor or any other person; (C) give notice of the terms, time and place of any public or .+
private sale or other disposition of personal property security held from any Obligor or any other
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 person; (D) take any action or pursue any other remedy in Beneficiary’s power; or (E)} make any

_presentment or demand for performance; or give any notice of nonperformance, protest, notice of
* protest or notice of dishonor hereunder or in connection with any obligations or evidences of
" indebtedness held by Beneficiary as security for or which constitute in whole or in part the Secured
.Obhgatlons or in connection with the creation of new or additional obligations,

(n) Each Thll’d Party Grantor waives any defense to its obligations hereunder based upon or
arising. by reason of: (A) any disability or other defense of any Obligor or any other person; (B) the
cessation or. limitation from any cause whatsoever, other than payment in full, of any Secured
Obligation; {C) any lack of authority of any officer, director, partner, agent or any other person
acting or purpt‘:i_rtirjg' to act on behalf of any Obligor which is a corporation, partnership or other type
of entity, ar any defect in the formation of any such Obligor; (D) the application by any Obligor of
the proceeds of any_Set:_u'red Obligation for purposes other than the purposes represented by any
OCbligor to, or mtended “or understood by, Beneficiary or any Third Party Grantor, (E} any act or
omission by Benefi C|ary which directly or indirectly results in or aids the discharge of any Obligor or
any portion of any Secured Obligation by operation of law or otherwise, or which in any way
impairs or suspends any. nghts or remedies of Beneficiary against any Obligor; (F} any impairment
of the value of any interest in"any security for the Secured Obligations or any portion thereof,
including without limitation, the failure to obtain or maintain perfection or recordation of any interest
in any such security, the release of any such security without substitution, and/or the failure to
preserve the value of, or to comply, with applicable law in disposing of, any such security; (G) any
modification of any 3ecured Obllgatlon in-any form whatscever, including without limitation the
renewal, extension, acceleration or 'other_change in time for payment of, or other change in the
terms of, any Secured Obligation or-any portion thereof, including increase or decrease of the rate
of interest thereon; or (H) any requirement that Beneficiary give any notice of acceptance of this
Deed of Trust. Until all Secured Obligatiéns shall have been paid in full, no Third Party Grantor
shall have any right of subrogation, and each Third Party. Grantor waives any right to enforce any
remedy which Beneficiary now has or may hereafter ha\_i’e against any Obligor or any other person,
and waives any benefit of, or any right to participate in, any security now or hereafter held by
Beneficiary. Each Third Party Grantor further waives all'rights and defenses it may have arising
out of: (1) any election of remedies by Beneficiary, eveh_-fhoughr=_th_at election of remedies, such as
a non-judicial foreclosure with respect to any security, fbr any portion of the Secured Obligations,
destroys such Third Party Grantor's rights of subrogatlon or such Third Party Grantor's rights to
proceed against any Obligor for reimbursement; or (2) any loss of rights any Third Party Grantor
may suffer by reason of any rights, powers or remedies of! any Obligor in connection with any
anti-deficiency laws or any other laws limiting, qualifying or discharging any Obligor's obligations,
whether by operation of law or otherwise, including any rights any. Third Party Grantor may have {0
a fair market value hearing to determine the size of a deficiency following any trustee's foreciosure
sale or other disposition of any security for any portion of the Secured-.Oingatiohs.-

{iii) If any of said waivers is determined {o be contrary to any apphcable Iaw or, public pollcy, such

waiver shall be effective to the extent permitted by applicable law or public pollcy

ARTICLE V. DEFAULT PROVISIONS

The occurrence of any of the following shall constitute a "Default” under this Deed of Trust: (a)

Grantor shall fail to observe or perform any obligation or agreement contained herein; (b) any -
representation or warranty of Grantor herein shall prove to be incorrect, false or mlsleadlng in-any
material respect when made; or (¢) any default in the payment or performance of any obligation, orany
defined event of default, under any provisions of the Note or any other contract, instrument or document
executed in connection with, or with respect to, any Secured Obligation.
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"5;_02 Rights and Remedies. Upon the occurrence of any Default, and at any time thereafter,
Beneficiary and Trustee shall have all the following rights and remedies:
a)____ =" \With or without notice, to declare all Secured Obligations immediately due and payable in full.
b)~ With or_ without notice, without releasing Grantor from any Secured Obligation and without
_beéomi'ng_ a mortgagee in possession, to cure any Default of Grantor and, in connection therewith:
_ (i) to enter upon the Subject Property and to do such acts and things as Beneficiary or Trustee
. deems_necessary or desirable to protect the security of this Deed of Trust, inciuding without
limitation; to appear in and defend any action or proceeding purporting to affect the security of this
Deed’ of Trust or the rights or powers of Beneficiary or Trustee hereunder; (ii) to pay, purchase,
contest or comprormse any encumbrance, charge, lien or claim of lien which, in the judgment of
either Beneficiary or.Trustee, is senior in priority to this Deed of Trust, the judgment of Beneficiary
or Trustee'beihg___t:ondlu’s_ive as between the parties hereto; (iil) to obtain, and to pay any premiums
or charges with respect to, any insurance required to be carried hereunder; and (iv) to employ
counsel, accountants, contractors and other appropriate persons to assist them.

c) To commence and-maihtain-ar action or actions in any court of competent jurisdiction to foreclose
this Deed of Trust as a mortgage or to obtain specific enforce-ment of the covenants of Grantor
under this Deed of Trust, and Grantor agrees that such covenants shall be specifically enforceable
by injunction or any other: -appropriate equitable remedy. For the purposes of any suit brought
under this subsection, Grantor walves the defenses of laches and any applicable statute of
limitations.

d) Toapply to a court of competent le’ISdICtIOﬂ for and obtain appointment of a receiver of the Subject
Property as a matter of strict right and wrthout regard to: (i) the adequacy of the security for the
repayment of the Secured Obligations; (i) the existence of a declaration that the Secured
Obligations are immediately due and payable or {iiiy the filing of a notice of default; and Grantor
consents to such appointment. '

e) To take and possess all documents, books records, papers and accounts of Grantor or the then
owner of the Subject Property; to make or modify. Leases of, and other agreements with respect to,
the Subject Property upon such terms and con'ditibns as Beneficiary deems proper; and to make
repairs, alterations and improvements to the 'Subjec_:t_Proberty deemed necessary, in Trustee's or
Beneficiary’s judgment, to protect or enhance thé"'se¢uritg..her_éof..

f)  To execute or cause Trustee to execute a written notice of such Default and of its election to cause
the Subject Property to be sold to satisfy the Secured Obligations. Trustee shall give and record
such notice as the law then requires as a condition: precedent to. a trustee's sale. When the
minimum period of time required by law after such notice has elapsed; Trustee, without notice to or
demand upon Grantor, except as otherwise required by law, shall sell the Subject Property at the
time and place of sale fixed by it in the notice of sale, at one or several sales, either as a whole or
in separate parcels and in such manner and order, all as directed by Beneficiary in its sole
discretion, at public auction to the highest bidder for cash, in lawful money of the United States,
payable at the time of sale. Except as required by law, neither Grantor nor- any other person or
entity shali have the right to direct the order in which the Subject Property is.sold. Subject to
requirements and limits imposed by law, Trustee may postpone any sale of the Subject Property by
public announcement at such time and place of sale, and from time to tire may postpone such
sale by public announcement at the time and place fixed by the preceding post'poneme’nt Trustee
shall deliver to the purchaser at such sale a deed conveying the Subject Property or portion thereof
so sold, but without any covenant or warranty, express or implied. The recitals in said deed of. any
matters or facts shall be conclusive proof of the truthfulness thereof. Any person, mcludrng__
Trustee, Grantor or Beneficiary, may purchase at such sale. -

g) To resort to and realize upon the security hereunder and any other security now or Iater held by__
Beneficiary concurrently or successively and in one or several consolidated or independert ;.udlmal" _
actions or lawfully taken non-judicial proceedings, or both, and to apply the proceeds received in~ .-
accordance with Section 5.03 hereof, all in such order and manner as Beneficiary shall determine
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#0 4inits sole discretion.
h) © Upon sale of the Subject Property at any judicial or non-judicial foreclosure, Beneficiary may credit
- bid (as determined by Beneficiary in its sole discretion) all or any portion of the Secured
Obligations. In determining such credit bid, Beneficiary may, but is not obligated to, take into
- account all or any of the following: (i) appraisals of the Subject Property as such appraisals may be
. .discounted or adjusted by Beneficiary in its sole underwriting discretion; (i} expenses and costs
inourred’ by Benef iciary with respect to the Subject Property prior to foreclosure; (iii) expenses and
costs WhIGh ‘Beneficiary anticipates will be incurred with respect to the Subject Property after
forec_tosure but prior to resale, including without limitation, costs of structural reporis and other due
diligence, c'ost_s___.to'__éarry the Subject Property prior to resale, costs of resale (e.g., commissions,
attorneys' fees, and’ taxes), Hazardous Materials clean-up and moenitoring, deferred maintenance,
repair, refurbtshment and retrofit, and costs of defending or settling litigation affecting the Subject
Property; (iv) decllmng trends in real property values generally and with respect to properties
similar fo the Su_bject Property; (v) anticipated discounts upon resale of the Subject Property as a
distressed or foréct'osed propehy (vi) the existence of additional collateral, if any, for the Secured
Obligations; and (vu) such other factors or matters that Beneficiary deems appropriate. Grantor
acknowledges and agrees. that: (A) Beneficiary is not required to use any or all of the foregoing
factors to determine the-amount of its credit bid; (B) this Section does not impose upon Beneficiary
any additional obligations th'at are not imposed by law at the time the credit bid is made; (C) the
amount cf Beneficiary's credit bid heed:not have any relation to any loan-to-value ratios specified in
any agreement between Grantor. and Beneficiary or previously discussed by Grantor and
Beneficiary; and (D) Beneficiary's c:re_dlt bid may be, at Beneficiary's sole discretion, higher or lower
than any appraised value of the Sdpject--Property.

5.03 Application_of Foreclosure Sale Eggggda, After deducting all costs, fees and expenses of

Trustee, and of this trust, including costs of evidence of title and attorneys’ fees in connection with a
sale, all proceeds of any foreclosure sale shall be applied first, to payment of all Secured Obligations
(including without limitation, all sums expended by Beneficiary. under the terms hereof and not then
repaid, with accrued interest at the highest rate per annum payable under any Secured Obligation), in
such order and amounts as Beneficiary in its sole discretion shall determme and the remainder, if any,
to the person or persons legally entitled thereto.

5.04 Application of Other Sums. All Rents or other sums. recewed by Beneficiary or any agent or
receiver hereunder, less all costs and expenses incurred by Benéficiary or such agent or receiver,
including reasonable attorneys' fees, shall be applied to payment of the Secured Obligations in such
order as Beneficiary shall determine in its sole discretion; provided however, that Beneficiary shall have
no liability for funds not actually received by Beneficiary. S

5.05 No Cure or Waiver. Neither Beneficiary's, Trustee's or any recei\ter’é entry-upon and taking
possession of the Subject Property, nor any collection of Rents, insurance praceeds, condemnation
proceeds or damages, other security or proceeds of other security, or other surhs, nor. the application of
any collected sum to any Secured Obligation, nor the exercise of any other right or remedy by
Beneficiary, Trustee or any receiver shall impair the status of the security of this® Deed of Trust; or cure
or waive any breach, Default or notice of default under this Deed of Trust, or nullrfy the effect of any
notice of default or sale {unless all Secured Obligations and any other sums then due hereunder have
been paid in full and Grantor has cured all other Defaults), or prejudice Beneficiary or ‘Trustee in- the
exercise of any right of remedy, or be construed as an affirmation by Beneficiary of any tenancy, tease
or option of the Subject Property or a subordination of the lien of this Deed of Trust

5.06 Costs. Expenses and Attorneys’ Fees, Grantor agrees to pay to Beneficiary immediately upbri
demand the full amount of all payments, advances, charges, costs and expenses, including court costs -~
and reasonable atiorneys' fees (to include outside counsel fees and all allocated costs of Beneficiary's -+
in-house counsel}, expended or incurred by Trustee or Beneficiary pursuant to this Article V, whether
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: 'iﬁcurred at the trial or appellate level, in an arbitration proceeding or otherwise, and including any of the

foregoing. incurred in connection with any bankruptcy proceeding (including without limitation, any

adversary proceeding, contested matter or motion brought by Beneficiary or any other person) relating
to Grantor orin any way affecting any of the Subject Property or Beneficiary's ability to exercise any of
its rights or remedies with respect thereto. All of the foregoing shall be paid by Grantor with interest
from the date of demand until paid in full at the highest rate per annum payable under any Secured
Obhgat:on

5.07 Power tg F;Ie Nﬂi§§§ and Cyre Defaults. Grantor hereby irrevocably appoints Beneficiary and its

successors-and assigns .as Grantor's true attorney-in-fact to perform any of the following powers, which
agency is coupled with an interest: (a) to execute andfor record any notices of completion, cessation of
labor, or any other notices that Beneficiary deems appropriate to protect Beneficiary's interest; and (b)
upon the occurrence of any event, act or omission which with the giving of notice or the passage of
time, or both, would cdn__stifu_te a Default, to perform any obligation of Grantor hereunder; provided
however, that Beneficiary, as. such. attorney-in-fact, shall only be accountable for such funds. as are
actually received by Beneficiary,” snd Beneficiary shall not be liable to Grantor or any other person or
entity for any failure to act under this, Section

5.08 Remedies Cumglg;wg, No Wawer "All rights, powers and remedies of Beneficiary and Trustee
hereunder are cumulative and are in-addition. to all rights, powers and remedies provided by law or in
any other agreements between Grantor and Beneficiary. No delay, failure or discontinuance of
Beneficiary in exercising any right,. power or.remedy hereunder shall affect or operate as a waiver of
such right, power or remedy; nor shall any single or partial exercise of any such right, power or remedy
preclude, waive or ctherwise affect any other or further exercise thereof or the exercise of any other
right, power or remedy.

ARTICLE VI. MISCELLANEOUS PROVISIONS

6.01 No Merger. No merger shall occur as a result-ef: BéneﬂciérﬁY’s acquiring any other estate in, or any
other lien on, the Subject Property uniess Beneficiary specifically consents to a merger in writing.

6.02 Execution of Documents. Grantor agrees, upon demand by“Benef‘ iciary or Trustee, {0 execute any
and all documents and instruments required to effectuate the, prowssons hereof.

6.03 Right of Inspection. Beneficiary or its agents or employees may enter onto the Subject Property at
any reasonable time for the purpose of inspecting the Subject Property and ascertalnlng Grantor's
compliance with the terms hereof.

6.04 Notices. All notices, requests and demands which Trustor or Benefncnary is requu‘ed or may desire
to give to the other party must be in writing, deiivered to Beneficiary at the followmg address

Business Lending

3033 Elder Street MAC# U1851-015
Boise, ID 83705

Aftention: Collateral Department

and to Trustor at its address set forih at the signature lines below, or at such other é’ddres’s.asefthe{
party shall designate by written notice to the other party in accordance with the provisions hereof

6.05 Successors: Assignment. This Deed of Trust shall be binding upon and inure to the benef‘ t of theE ’
heirs, executors, administrators, legal representatives, successors and assigns of the parties’ hereto -
provided however, that this Section does not waive the provisions of Section 4.14 hereof. Benefi mary
reserves the right to sell, assign, transfer, negotiate or grant participations in all or any part of, or any-
interest in, Beneficiary's rights and benefits under the Note, any and all other Secured Oblioations and
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: 'thrs Deed of Trust. In connection therewith, Beneficiary may disclose all documents and information

Whlch Beneficiary now has or hereafter acquires relating to the Subject Property, all or any of the

Secured Obligations and/or Grantor and, as applicable, any partners, joint venturers or members of
- Granitor, whether furnished by any Grantor or otherwise.

6.06 Rules of Construction, (a) When appropriate based on the identity of the parties or other
circumstances; the masculine gender includes the feminine or neuter or both, and the singular number
includes. the piural; (b) the term "Subject Property” means all and any part of or interest in the Subject
Property; (c) all Section headings herein are for convenience of reference only, are not a part of this
Deed of Trust, and shall-be disregarded in the interpretation of any portion of this Deed of Trust; {d) if
more than one person or-entity has executed this Deed of Trust as "Grantor," the obligations of all such
Grantors hereunder.shall be joint and several; and (e) all terms of Exhibit A, and each other exhibit
and/or rider attached hereto ‘and recorded herewith, are hereby incorporated into this Deed of Trust by
this reference. :

6.07 Severability of Provisions: If any provision of this Deed of Trust shall be held to be prohibited by
or invalid under applicable law, such provision shall be ineffective only to the extent of such prohibition
or invalidity without mvahdating the remamder of such provision or any remaining provisions of this
Deed of Trust. S _

6.08 Recourse to Separate P Qper;ty, Any. married person who executes this Deed of Trust as a
Grantor and who is obligated under any Secured Obligation agrees that any money judgment which
Beneficiary or Trustee obtains pursuant to the terms of this Deed of Trust or any other obligation of that
married person secured by this Deed of Trust may be collected by execution upon that person's
separate property, and any community property of which that person is a manager.

6.09 Nopagricultural Use. The Subject Property is not used principally for agricultural or farming
purposes.

6.10 Governing Law. This Deed of Trust shall be- governed by and construed in accordance with the
laws of the State of Washington.

6.11 Arbitration,
a) Arbitration. The parties hereto agree, upon demand by any party, to submit to binding arbitration

all claims, disputes and controversies between or among-them (and their respective employees,
officers, directors, attorneys, and other agents), whether in ‘tort, contract or otherwise arising out of
or relating to in any way (i) the loan and related loan and secunty documients which are the subject
of this Deed of Trust and its negotiation, execution, collateralization, administration, repayment,
modification, extension, substitution, formation, inducement, enforcement defau!t or termination; or
(i) requests for additionai credit.

by Governing Rules. Any arbitration proceeding will (i) proceed in a Iocatnon in. Washrngton selected
by the American Arbitration Association ("AAA"); (i) be governed by-the Federal Arbitration Act
{Title 9 of the United States Code), notwithstanding any conflicting choice of law provision in any of
the documents between the parties; and (jii) be conducted by the AAA, or such other administrator
as the parties shall mutually agree upon, in accordance with the AAA's: commercrai dlspute
resolution procedures, unless the claim or counterclaim is at least $1,000, 000 00- exolusrve of
claimed interest, arbitration fees and costs in which case the arbitration shall be conducted in
accordance with the AAA's optional procedures for large, complex commercial disputes (the
commercial dispute resolution procedures or the optional procedures for large;. complex' )
commercial disputes to be referred to, as applicable, as the "Rules”). If there is any moonsrstency
between the terms hereof and the Rules, the terms and procedures set forth herein shall control. :

Any party who faifs or refuses to submit to arbitration following a demand by any other party shall T

bear all costs and expenses incurred by such other party in compelling arbitration of any dlspute
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g)

h)

_ .thhing contained herein shall be deemed to be a waiver by any party that is a bank of the
o prUtectlons afForded to it under 12 U.S.C. Section 91 or any similar applicable state law.

. The arbitration requirement does

not’ hmlt ‘the right of any party to (i) foreciose agamst real or personal property collateral; {ii)
/" gxercise seif-help remedies relating to collateral or proceeds of collateral such as setoff or
.reposse'ss'lon or (iii) obtain provisional or ancillary remedies such as replevin, injunctive relief,
'-=._attachment of-the appointment of a receiver, before during or after the pendency of any arbitration

proceedmg "This exclusion does not constitute a waiver of the right or obligation of any party to
submit.any dispute to arbitration or reference hereunder, including those arising from the exercise
of the actionis detalled in sections (i), (ii) and (iii) of this paragraph.
&@L@IQLQHMM Any arbitration proceeding in which the amount in
controversy is $5,000,000.00 or less will be decided by a single arbitrator selected according o the
Rules, and who shall not Trender an award of greater than $5,000,000.00. Any dispute in which the
amount in controversy exceeds $5,000,000.00 shall be decided by majority vote of a panel of three
arbitrators; provided however, that all three arbitrators must actively participate in all hearings and
deliberations. The arbltrator will be a neutral attorney licensed in the State of Washington or a
neutral retired judge of the state orfederal judiciary of Washington, in either case with @ minimum
of ten years experience-in the substantive law applicable to the subject matter of the dispute to be
arbitrated. The arbitrator will _determlp__e_ whether or not an issue is arbitratable and will give effect
to the statutes of limitation in determining any claim. In any arbitration proceeding the arbitrator
will decide (by documents only or.with’a hearing at the arbitrator's discretion) any pre-hearing
motions which are similar {o motions to dismiss for faiture to state a claim or motions for summary
adjudication. The arbitrator shall’resolve all disputes in accordance with the substantive law of
Washington and may grant any remedy or relief that a court of such state could order or grant
within the scope hereof and such ancillary relief as is necessary to make effective any award, The
arbitrator shall also have the power to award recovery-of all costs and fees, to impose sanctions
and to take such other action as the arbitrator deems necessary to the same extent a judge could
pursuant to the Federal Rules of Civil Procedure, the Wé’shington Rules of Civil Procedure or other
applicable law. Judgment upon the award rendered, by the arbitrator may be entered in any court
having jurisdiction. The institution and maintengnce of an action. for judicial relief or pursuit of a
provisional or ancillary remedy shall not constitute a waiver of the right of any party, inciuding the
plaintiff, to submit the controversy or claim to arbltratlcn |f any other party contests such action for
judicial relief,
Discovery. In any arbitration proceeding discovery will be permrtted in accordance with the Rules.
All discovery shall be expressly limited to matters directly relevant to the ‘dispute being arbitrated
and must be completed no later than 20 days before the hearing date and within 180 days of the
filing of the dispute with the AAA. Any requests for an extension.. of the dlsccvery periods, or any
discovery disputes, will be subject to final determination by the arbitrator'upon a showing that the
request for discovery is essential for the party's presentation and that nao aitematwe means for
obtalnlng |nformation is avallable

The resolution of any dlspute ansmg pursuant to the terms
of thls Deed of Trust shall be determined by a separate arbitration proceedirig-and such dnspute
shall not be consolidated with other disputes or included in any class proceedlng
Payment Of Arbitration Costs And Fees. The arbitrator shall award all costs and expenses of the
arbitration proceeding.
Miscellaneous. To the maximum extent practicable, the AAA, the arbitrators and the partres shaIE )
take all action required to conclude any arbitration proceeding within 180 days of the filing of the
dispute with the AAA. No arbitrator or other party to an arbitration proceeding may disc’:lcse""_‘;hé i

existence, content or results thereof, except for disclosures of information by a party required in the' -~
ordinary course of its business or by applicable law or regulation. If more than one agreement.for ..~

arbitration by or between the parties potentially applies to a dispute, the arbitration provision most

I
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dlrectly related to the documents between the parties or the subject matter of the dispute shall
control This arbitration provision shall survive termination, amendment or expiration of any of the
documents or any relationship between the parties.

.ORA'L AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, EXTEND CREDIT OR TO

FORBEAR ENFORCING REPAYMENT OF A DEBT ARE NOT ENFORCEABLE UNDER
WASHINGTON LAW

IN WITNESS WHERéQ?,'Gra_ntor has executed this Deed of Trust as of the date first set forth above.

Grantor(s}:

BATES ENTERPRISES, LLC

Address(es). e
945 SPRING 3T. STE 4, PASO ROBLES CA 93446
: g . _ / By: /4/7%

Title: Manafer

iy
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"-...:_.:STATE OF @ / / @}% { C& ‘
e ."_'_ﬁ'COUNTY oF < Sanlis OO -
'. /&// 5//0?) _ , before me %hd‘kf M}‘&?W moﬁﬁﬁfé/@

(notary name}

a Notary Pubhc in and for said County and State, personally appeared
Judy L. Bates- Welfhnger

Personally known to me ( ) to be the
person¢s) whose name(s)@are subscribed to the within instrument and acknowledged to
me that he/&helihey executed the same in hisffiei/their authorized capacity¢ies), and that
by hls@thelr si gnature(s) on the instrument the person{s), or the entity upon behalf of
which the person{s} acted, executed the instrument.

WITNESS my hand and official scal.

Notary Signatur

For Notary Seal or Stamp

v SHARIURBAN. 2 .~
g 1 COMM. # 1608224 Q IR
NOTARY PUBLIC - CALIFORNIA S

LY SANLUIS OBISPO COUNTY (' R
bafs” COMM, EXPIRES OCT 17,2000 7

Required for CALIFORNIA NOTARIZATIONS
OPTIONAL FOR ALL OTHER STATES |

Under the provisions of Government Code 27361.7, 1 certify under the penalty
of perjury that the notary seal on the document to which thls statement 1s
attached reads as follows: e :

Commission#: / @’ @X 9’ 24 .
Place of Execution: Qlﬂ') %Z’) 2o @ lh[)

Date Commission Expires: /0~/ 7~

Date of Signing: _ /c;z - /5 "’@dp
Notary Signature: " y

WA
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-:"'_...'.__,...STATEOF [’a \[}SWHQ

'COUNTY oOF_S0Gmn L s {)b \6@0

/CQ // 5//@ , before me, SMH Fbaw A/E) &)Dub

(notary name)

a Notary Pubhc in and for said County and State, personally appeared:
T et Larry M. Bates

Personally known to me (erg basid viderce) to be the
person(s) whose name(s)T3/are subscrlbed to the w1th1n mstrument and acknowledged to
me that@/shefthey executed the same in'hi/her/their authorized capacity(ies), and that
by Gis/her/their signature(s) on the mstrument the person(s), or the entity upon behalf of
which the person(s) acted executed the instrument.

WITNESS my hand and ofﬁmal seal

Notary Signatur&

For Notary Seal or Stamp

Required for CALIFORNIA NOTARIZATIONS
OPTIONAL FOR ALL OTHER STATES

Under the provisions of Government Code 27361.7, 1 eérﬁfy under the penalty

of perjury that the notary seal on the document to which thlS statement 1s
attached reads as follows: . .

Commission#: J 2’ ; p
Place of Execution: (éﬁ M
Date Commission Expires: /_’f )— ) 7 —(D(?

Date of Signing: /cf;l‘ s "Dk’
Notary Si g;natur&ymuk < -
MR
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LEGAL DESCRIPTION

Property located in Skagit County, WA

Lot] of Sh011: Plat No. 99-0021, recorded April 20, 2000, under Auditor's File No.
200004200022, records of Skagit County, Washington, and being a portion of the West 1/2 the
Southwpsi 1/4 =.o_f Section 32, Township 35 North, Range 3 East, W.M.

AND BEING the sanie property conveyed to Fred R. Bates, a single man from Larry B. Reed
and Cindy R. Reed, husband and wife by Statutory Warranty Deed dated February 12, 1996 and
recorded February 21, 1996 in Instrument No. 9602210052 and further conveyed to Bates
Enterprises, LLC, a California limited liability company from Donald L. Bates, Personal
Representative of the Estate of Fred R. Bates, deceased by Quit Claim Deed dated November
28,2000 and recorded April 26, 2001 In Instrument No. 200104260006.

Tax Parcel No. P111081 alld P35292

L
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