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EXHIBITS A and B

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

This deed of trust, assignment of leases and rents, security agreement and fixture filing
(hereinafier called “Deed of Trust”) is made as of June 27, 2007, among
HANSELL/MITZEL; LLC, a Washington limited liability company, whose address is 1369
Pacific Place, Burlmgton ‘WA 98233 (hereinafter called “Grantor”); FIRST AMERICAN
TITLE COMPANY,a corporatlon whose address is 1301-B Riverside Drive, P.O. Box 1667,
Mount Vernon, WA 98273 (hereinafter called “Trustee™); and SEATTLE SAVINGS BANK,
a Washington bank corporation, whose address is 190 Queen Anne Avenue No. #100, P. O.
Box 19102, Seattle, WA 98109 __(h_éreinaﬁer called “Beneficiary™).

"WITNESSETH:

That Grantor does herehy 1rrevocably GRANT, BARGAIN, SELL, and CONVEY TO
TRUSTEE IN TRUST, WITH 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 ail buildings, structures and improvements now or
hereafter erected on or attached to the property, including, but not limited to, the fixtures,
attachments, appliances, equipment, machmery, and other articles on, in or attached to the
property or to such buildings and 1mprovements all of whlch are herein collectively called the

“Property”,

TOGETHER WITH all interests, cstate or. other claims, both in law and in equity,
which Grantor now has or may hereafter acquire in the Pfope'rty_' '

TOGETHER WITH all easements, rights- of-way and. rlghts used in connection
therewith or as a means of access to the Property, and all tepements, héreditaments and
appurtenances of and to the Property, and all water rights, perm1ts certlf cates and water
rights agreements and shares of stock evidencing the same; :

TOGETHER WITH all right, title and interest of Grantor, now owned ot 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 ofland adjacent
to or used in connection with the Property; o

TOGETHER WITH all right, title and interest of Grantor in and to all personal
property (the “Personal Property”) now or hereafter owned by Grantor and now or at any txme
hereafter located on or at the Property or used in connection therewith, including, butnot.
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 every'_ C
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kmd) lobby and all other indoor and outdoor furniture, rugs, carpets, and other tloor
~ ‘coverings, all inventory related to the Grantor’s operation of the Property and any business

* operated thereon by Grantor, draperies, drapery rods and brackets, awnings, window shades,
venetian 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 Prope.l_*ty,

TOGETHER WITH all right, title, and interest of Grantor in the funds deposited
pursuant to Sectio’_ﬁ 1.6 or Section 1.7;

TOGETHER ‘WITH all the estate, interest, right, title, other claim or demand, which
Grantor now has or may hereafier acquire 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 insurance, 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 Property, 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 reason, or by any governmental or other lawful authority for the taking by eminent
domain, condemnation or by any proceeding or pureha'se' in licu thereof of all or any part of
the Property, including, without limitation, any’ awards resu]tmg 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 as 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 and recelve 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 durmg any
redemption period) become entitled to or may make demand or claim for, arising or lssumg
from or out of the Leases or from or out of the Property or any part thereof, including but fiot.
limited to fees, charges, accounts or other payments for the use or occupancy of rooms and "
other public facilities, minimum rents, additional rents, percentage rents, parking or common .-
area maintenance contributions, tax and insurance contributions, deficiency rents and -. "
liquidated damages following default in any Lease, all accounts, instruments, and general__ e
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mtangxbles related to the 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 covering loss of rents resulting from untenantability caused by destruction or
damage to the Property, together with any and all rights and claims of any kind which Grantor
may have against any tenant 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 proceeding, and all proceeds from any rights or claims of any kind that
Grantor may have against Tenant under the leases or any occupancy of the Property (all such
monies, rights and claims described 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, HOWEVE__R, ‘t_o a license hereby granted by Beneficiary to Grantor, but
limited as hereinafter proV'ide’d to -c'ollect and receive all of the Cash Collateral.

TOGETHER WITH all plans spemf' ications, contracts, agreements and purchase
orders pertaining or incidental to the dCS]gn or constructlon of any Improvements;

TOGETHER WITH all of Gr-antor_-.s rlghts 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 in connection with
the construction of Improvements wherever actually Tocated, All architectural drawings,
plans, specifications, soil tests, feasibility studles appralsals engineering reports and similar
materials relating to the Property; :

TOGETHER WITH all contracts and rights pcrtainihg 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 trademarks trade names
and symbols), permits, licenses, franchises and certificates; :

TOGETHER WITH all commitments or agreements, now-or hereafter in existence,
intended by the obligor thereof to provide Grantor funds to repay the Beneficiary or improve
the Property and the right to receive all proceeds due under such commltments or agreements
including refundable deposits and fees; :

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

TOGETHER WITH all governmental permissions, environmental clearaﬁc:_es',,_ -
authority to subdivide the Property, rights, licenses and permits as are necessary for the ",
commencement, continuation, completion, occupancy, use and disposition of all or any .
portion of the Property; and '
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F ~“TOGETHER WITH all additions, accessions, replacements, substitutions, proceeds
~apd products of the property described herein.

The ent1rc estate, property, and interest hereby conveyed to Trustee may hereafter be
referrcd to as the “Trust Estate.”

FOR THE PURPOSE OF SECURING:

1. Payment-of indebtedness in the principal amount of $1,430,000.00 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 part hereof, and any and all modifications, extensions
and renewals thereof.~'The interést rate, payment terms, or the balance due on the Note and
the indebtedness evidencéd thereby may be indexed, adjusted, renewed, or renegotiated
without affecting the pr10r1ty of thls Deed of Trust.

2. Payment of all sums Wh]Ch 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 Granitor 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 Trustec 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'plirpose 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, mcludmg, without limitation,
payment of ad valorem taxes and mechanics’ or materiafmen’s liens which may have gained
priority over the lien of this Deed of Trust; payment by Grantor of dll reasonable attorneys, fees
and costs incurred by Trustee or Beneficiary in any bankruptcy prooeedlngs 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 Beneficiary 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, whlch may hereafter be
loaned to Grantor, its successors, or assigns, by Beneficiary, when ev1denced by a pmmlssory
note or notes reciting that they are secured by this Deed of Trust.

4. Payment and performance of all of the obligations of Grantor ﬁnder’ any lban..
agreement between Grantor and Beneficiary related to the loan evidenced by the Note.~ -+, .
(together with all modifications, amendments, supplements, and exhibits thereto, the “Loan o
Agreement”). L
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» . “This Deed of Trust, the Note, the Loan Agreement, and any other document given to

B ’é_i?id:é:_nce or further secure the payment and performance of any obligation secured hereby
~'may hereafier be referred to as the “Loan Documents.” Notwithstanding the foregoing, this

Deed of Trust does not secure and shall not be construed as securing any obligation of
Grantor under (a) the Hazardous Substance Indemnity Agreement of even date herewith made
by Grantor.or (B) the Certificate of Compliance with Access Laws and Indemnification of
even date herewith made by Grantor. The term “Secured Loan Documents™ means the Loan
Documents except the Hazardous Substance Indemnity Agreement and the Certificate of
Compliance with A¢cess Laws and Indemnification.

ARTICLEL.  COVENANTS AND AGREEMENTS OF GRANTOR
Grantor hereby cov éhaﬁté"-_and agrees:
1.1 Mainte:n:_s_in ce of "th_g Property

The Property shall be maintained.in good condition at all times. Grantor shall
promptly make all necessary repairs, replacements, and renewals so that the value 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 1mpr0vements from the Property without the
written consent of Beneficiary. o

1.2 Required Insurance

Grantor shall at all times provide, mamtam, ‘and keep in force or cause to be provided,
maintained, and kept in force, the following policies of msurance

(a) Insurance against loss or damage to the buildmg and improvements situated on
the Property (the “Improvements”) by fire and any of the risks covered by insurance of the
type now known as “broad form of extended coverage,” in an-amount not less than one
hundred percent (100%) of the fuil replacement cost of the Improvements (exclusive of the cost
of excavations, foundations, and footings below the lowest basement floor); and with not more
than $5,000.00 deductible from the loss payable for any casualty. The policies of insurance
carried in accordance with this subparagraph a. shall contain the “Replacemcnt Cost
Endorsement”; :

(b)  Insurance against loss or damage to the Personal Property by ﬁre .al__ld' 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 $1,000,000.00, or such other
amounts as Beneficiary may require and from an insurance company accepiable to T
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B_;néﬁciary. Such policy shall be endorsed to provide that the insurance is primary to and not
 ‘Contributory to any similar insurance carried by Grantor and shall contain a severability of
“+ interest clause.

“ . (& . A flood insurance policy providing coverage based on Federal Emergency
Management Agéncy recommendations or, at Beneficiary’s option, full replacement cost
coverage if the Propersty is located in an area designated by the Depariment of Housing and
Urban Development ds 2 special flood hazard area;

(e Such other insurance and in such amounts as may, from time to time, be
required by Beneﬁcnary agamst the same or other hazards, including, without limitation,
business mterruptlon msurance or insurance covering loss of rents; and

§9) All p011c1es 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 Mottgage Clause and Lender’s Loss Payable Endorsement--
Form 438 BFU NS or CP 12- or their equivaient).

1.3 Delivery of Policies; .Pay.l'r"l'ent of Premiums Proceeds

(@  All policies of insurance shall be issued by companies 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 rcqu1red insurance. If Beneficiary
consents to Grantor providing any of the required insurance through blanket policies carried
by Grantor and covering more than one location, then Grantor shall furnish Beneficiary with a
certificate of insurance for each such policy setting forth the coverage, the limits of liability,
the name of the carrier, the policy number, and the expiration date

(b) At least 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 canceled or materially
amended, which term shall include any reduction in the scope or limits of coverage without at
least 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, e
the amount of all such premiums shall be secured by this Deed of Trust. .
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: . {c) In the event of loss, Grantor shall immediately notify Beneficiary, who may
i ’make proof of loss if it is not made promptly by Grantor. Proceeds shall be paid directly to
-+ Benefi¢iary 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 secured hereby or to the restoration or repair of the

Prop'er-ty.':___ o
1.4 Assxgnment of Policies Upon Foreclosure

In the event of foreclosure of this Deed of Trust or other transfer of title or assignment
of the Trust Estate in extmgunshment in whole or in part, of the debt secured hereby, all right,
title, and interest of Grantor in and to all pohc1es of insurance required by Section 1.2 shall
inure to the benefit of and pass-to- the successor in interest to Grantor or the purchaser or
grantee of the Trust Estate.

1.5 Indemmﬁcatmn' Subrogatmn, Waiver of Offset

(a) If Beneﬁelary 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 reasonof'said litigation, including reasonable attorney fees
and expenses incurred by Beneficiary in any such litigation, whether or not any such litigation
is prosecuted to judgment. .

(b)  Grantor waives any and all right to el'airri 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 Graator’s control from any cause
insured against or required to be insured against by the prov1snons of this Deed of Trust.

(¢)  All sums payable by Grantor hereunder and all obllgatlons secured hereby
shall be paid without counterclaim, setoff, deduction, or defense-and without abatement,
suspension, deferment, diminution, or reduction; and the obllgatlons and liabilities of Grantor
hereunder shall in no way be released, discharged, or otherwise affected {except as expressly
provided herein) 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, dissolution, liquidation, or other like proceeding relatmg to Beneficiary, or any
action taken with respect to this Deed of Trust by any trustee or receiver of Beneficiary, or by
any court, in any such proceeding; (v) any claim which Grantor has or might have against .
Beneficiary; (vi) any default or failure on the part of Beneficiary to perform or comply w1th L
any of the terms hereof or of any other agreement with Grantor; or (vii) any other occurrence
whatsoever, whether similar or dissimilar to the foregoing and whether or not Grantor. shall
have notice or knowledge of any of the foregoing. Except as expressly provided herein, ~ -~
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Qran_itb‘r waives all rights now or hereafter conferred by statute or otherwise to any abatement,
- ‘suspension, deferment, diminution, or reduction of any sum secured hereby and payable by
- Grantor,

L 1‘6 _Taxes and Liens

Grantor shall pay before they become delinquent all taxes and assessments levied
against of on accountof the Trust Estate 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, uniess the lien for deferred assessments is subordinate to the
interest of Beneﬁmary 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 hereinafter 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. Ifa lien arises or is filed as-a result of nonpayment, Grantor shall within 15 days
after the licn 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 or other security satisfactoty 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 deliver to Beneﬁcmry a written statement of the property
taxes assessed or owing at any time. o

1.7 Reserves

Beneficiary may require Grantor to maintain reserves for payment of taxes (including
special assessments and other charges against the Trust Estate by governmental or
quasi-governmental bodies) or premiums on property insurance or both. The reserves shall be
created by payment cach month to Beneficiary of an amouiit determined by Beneficiary to be
sufficient to produce by the date they are due amounts equal to the estimated taxes and
insurance premiums to be paid. If at the {ime that payments are to be made the reserve for
either taxes or insurance premiums is insufficient, Grantor shall upon demand pay such
additional sum as Beneficiary shall determine to be necessary to cover the reqmred payment.

If Grantor desires to carry a package plan of insurance that includes coverage in addition to

that required under this Deed of Trust, 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 requiréd-above:

If at any time Beneficiary holds an insufficient 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 atiributable to the reqmred 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 aliow the package”™ -
DEED OF TRUST PAGES '_
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pohcy to lapse. Beneficiary shall not charge a service charge for collecting reserves and
i ‘paying taxes and insurance premiums. The reserves shall not constitute a trust. Grantor

- agrees that Beneficiary may commingle reserve funds with other funds of Beneficiary and
need not invest them for the benefit of Grantor. Grantor agrees that Beneficiary need not pay
Grantor ifiterest-on reserves, unless applicable statutes require payment of interest
notw1thstand1ng any contrary agreement.

18 Expendltures by Beneficiary

If Grantor-shall fall' 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-addéd shall be payable on demand with interest at the default
interest rate specified in the Note (“Default Rate”) from the date of expenditure. Failure fo 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 expénditufé_, all costs and expenses incurred in such action,
together with a reasonable attorney’s feé at trial and on appeal.

1.9 Utilities

Grantor shall pay or cause to be paid when due all utility charges which 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 1o the Trust Estate and
all other assessments or charges of a similar nature, whether public or private, affecting the
Trust Estate or any portion thereof, whether or not such assessments or charges are liens
therecon. S

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 hereto
(hereinafter referred to as “Permitted Encumbrances™). Grantor watrants and will forever
defend the title against the claims of all persons. In the event any action-or proceeding is
commenced that questions Grantot’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 which 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 which is a lien. N
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1.1 Condemnation

S ~If all or any part of the Trust Fstate is condemned, the net proceeds of the award shall

be paid directly to Beneficiary and be applied on the indebtedness secured hereby. The net
proceeds of the award shall mean the award after payment of all reasonable costs, expenses,
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 steps as may be hecessary to defend the action and obtain the award. Grantor hereby
assigns to Beneficiary the net proceeds of any condemnation award.

112  Imposition of Tax
The followihg-sha'lll.éénét-itute taxes to which this paragraph applies:

(a) A specxﬂc tax upcm deeds of trust or upon all or any past of the indebtedness
secured by a deed of trust... o

{(b) A specific tax ojh_:the-o_v(éhéf.of property covered by a deed of trust which the
taxpayer is authorized or required to-deduct from payments on the deed of trust.

() A tax on premises co.ye'fed- by 2 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 ahy portion of the indebtedness secured 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 apphes is enacted subsequent to the
date of this Deed of Trust, this shall have the same efféct-as a default and Beneficiary may
exercise any or all of the remedies available to it in the event of a default unless the following
conditions are met: - :

(a) Grantor may lawfully pay the tax or chargé "i"r'r'l.pthéd" atnd'--

(b}  Grantor pays the tax or charge within 30 days after notlce from Beneficiary
that the tax {aw has been enacted. .

1.13  Inspection

That Beneficiary, or its agents, representatives or workmen, are anthorized 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
Loan Documents. !
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' fi-1.14 No Waiver

By accepting 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 orto declare default for failure so to pay.

1 15 Accountmg

Grantor will keep and maintain or will cause to be kept and maintained in accordance
with sound accounting practice accurate and proper books of record and account relating to
the Property. Grantor shall permit Beneficiary to examine the books of account and other
records of Grantot, to discuss the affairs, finances and accounts of Grantor and to be informed
as to the same by Grantor; all-at such reasonable times and intervals as Beneficiary may
desire. Further, Grantor will, at its own cost and expense, furnish to Beneficiary current
financial information for Grantor and any guarantors certified to be true, correct and
complete. Financial requlrements areé as follows:

(a) Grantor quarterly ﬁnanc1al statements (balance sheet and income statement)
due within 45 days of each quarter end; .

(2)) Grantor annual ﬁnanelal statements due within 60 days of fiscal year end (or
120 days for CPA prepared statements) .

(c) Grantor monthly mventory reporg w1thm 15 days of month-end;
(d)  Annual guarantor financial statements and

(e) Grantor and guarantor complete US mcome tax retums within 30 days of filing
with the Internal Revenue Service. - :

In the event Grantor fails to furnish any of the ﬁnancial"statements hereinabove required,
Beneficiary may cause an audit to be made of Grantor’s books and records at Grantor’s sole
cost and expense. : /

1.16 Use of Property; Commercial Loan

The Property is not used principally for agricultural purposes:. The loan evndenced by
the Note is not made primarily for personal, family or household purposes - ;

1.17 Construction Mortgage

This Deed of Trust is a “Construction Mortgage” or “Construction Deed of Ti‘ust;’ to .
the extent that it secures an obligation incurred for construction of an lmprovement on the B

Property.
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o ARTICLE 1L SECURITY AGREEMENT; FIXTURE FILING
' 2 1 = Creation of Security Interest

. Grantor hereby grants to Beneficiary a security interest in (a) the Personal Property
located on or-atthe Property, including without limitation any and all property of similar type
or kind hereafier 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 'G-ra'ntbr ¢0ntained in any of the Secured L.oan Documents.

2.2 Warrantles, Representatlons, and Covenants of Grantor
Grantor hcreby Warrants represents and covenants as follows:

(a) Except for the: securlty interest granted hereby, Grantor is, and as to portions of
the Secured Property to be acqulred after the date hercof will be, the sole owner of the
Secured Property, free from any. advcrse lien, security interest, encumbrance or adverse
claims thercon of any kind whatsoever. Grantor will notify Beneficiary of, and will defend
the Secured Property against, all clalms and demands of all persons at any time claiming the
same or any interest therein. e

)] Grantor will not lease, séﬂ,‘ convey or in any manner transfer the Secured
Property without the prior written consent of Beneficiary.

{¢)  The Secured Property is not used .or'bougiit_ﬁfor personal, family or household
purposes. L .

(d)  The Secured Property will be kept on or at the Property and Grantor will not
remove the Secured Property from the Property without the prior. written consent of
Beneficiary, 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 securlty interest except such
as may be approved in writing by Beneficiary. L :

(¢)  Grantor maintains a place of business in the State of Washmgwﬁ and Grantor
will immediately notify Beneficiary in writing of any change in its place of busmess

(H At the request of Beneficiary, Grantor will join Beneficiary:i m executmg one or
more financing statements and renewals and amendments there¢of 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 deemed by Beneficiary to be necessary
or desirable. .
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_ “{g)  All covenants and obligations of Grantor contained herein relating to the Trust
"Es’tate shall be deemed to apply to the Secured Property whether or not expressly referred to

i herem

(h) ' ThlS Deed of Trust constitutes a security agreement as that term is used in the
Umform Commermal Code of Washington.

2.3 F 1xture Filing

This Deed 'of Tru.st constitutes a financing 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 herein and with respect to any goods
or other personal pfepe,riy' that-ﬁ'iay now or hereafier become such fixtures.

ARTICLE III. ASSIGNMENT OF LEASES AND RENTS
3.1 Asmgnment

Grantor hereby assigns to Beneﬁciary and grants to Beneficiary a security interest in
all Leases and Cash Collateral as secunty for performance of all obligations contained in the
Secured Loan Documents. A

3.2 Representations and Warranties
Grantor represents and warrants as follows: s

(a) Grantor has good right, title and’ mterest in and to the Leases and Cash
Collateral and good right to assign the same, and no other person has any right, title or
interest therein. . _

(b)  Grantor has duly and punctually perforrﬁed alt énd.singula‘r the terms,
covenants, conditions and warranties of the Leases on Grantor S part 10, be kept, observed and
performed. ; :

(© The existing Leases, if any, are valid and, except as dlSC]OSCd to Beneﬁmary in
writing, unmodified and are in full force and effect. ; T

(d) Grantor has not previously sold, assigned, transferred, 'ﬁlei"tga'ged" i)ledged or
granted a security interest in the Leases and Cash Collateral, whether now, due or hereafter to
become due. ; .

(¢)  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 month from the date hereof;-and. ™
payment of any of same has not otherwise been anticipated, waived, released, dlscounted set L
off or otherwise discharged or compromised. o

DEED OF TRUST PAGE I3 : '. y

.

Skagit County Auditor
8/29/2007 Page 14 of 29 11:14AM




" (f) Grantor has not received any funds or deposits from any tenant for which

' "credli has not already been made on account of accrued Cash Collateral.

(g). . None of the tenants under any existing Leases is in default of any of the terms
thereof

3 3 Covenants of Performance
Grantor_c_:,ovenants and agrees as follows:

(a) - Grantor shall.observe, perform, and discharge, duly and punctually, all of the
obligations of the Leases.on the part of Grantor to be kept, observed, and performed; and shall
give prompt notice-to. Beneﬁcnary of any failure on the part of Grantor to observe, perform,
and discharge same. :

(b)  Grantor shall "notify’ and direct in writing 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 retained by Grantor or assigned and
delivered to Beneficiary as the case may be.

{c¢)  Grantor shall enforce _:the pe_tforﬁlance of each and every obligation, term,
covenant, condition, and agreement in the Leases by any tenant to be performed, and shall
notify Beneficiary of the occurrence of any material default under the Leases.

(d)  Grantor shall appear in and defend ahy’ action or proceeding arising under,
occurring out of, or in any manner connected with the Leases or the obligations, duties, or
fiabilities of Grantor or any tenant thereunder at the cxpense of Grantor

3.4  Prior Approval for Actions Affectmg Leases |

Grantor, without the prior written consent of Beneﬁmary, further covenants and agrees
as follows:

(a) Grantor shall not receive or collect any Cash Cellateral from any present or
future tenant of the Property or any part thereof for a period of more than one month in
advance (whether in cash or by promissory note) nor pledge, transfer, mortgage, grant a
security interest in, or otherwise encumber or assign future payments o‘f Ca’sh.Collateral.

(b) Grantor shall not waive, forgive, excuse, condone, dlscount set’ off _
compromise, or in any manner release or discharge any tenant under any Léases havmg a term
in excess of one year of or from any material obligations, covenants, conditions, and-
agreements by such tenant to be kept, observed, and performed, including the ohhgatlon 10+
pay the Cash Collateral thereunder in the manner and at the place and time specified t_herem ke

(c) Grantor shall not cancel, terminate, or consent to any surrender of any of'the.
Leases having a term in excess of one year, nor commence any action of ejectment or any
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summary proceedings for dispossession of the tenant under any such Leases, nor exercise any
‘tight of recapture of the Property provided in any such Leases, nor modify or in any way alter

the terms thereof

(d) ~ Grantor shall not lease any part of the Property for a term in excess of one
year nor tenew 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.

(¢) - 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 subietting of the Property or any part thereof, or to any assignment of the
Leases by any commercral tenant thereunder or to any assignment or further subletting of any
sublease.

35 Rejectio}i of LCESes
Grantor further coveriahts-ar_id.é:gr@es as follows:

(@)  In the event any tenant under the Leases should become 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 Leases assigned hereby,
Grantor covenants and agrees that in the-event any of the Leases are so rejected, no damage
settlement shall be made without the prior wrrtten consent of Beneficiary.

(b)  Grantor will request that any che_ck in payment of damages for rejection or
termination of any such Lease will be made payable both to Grantor and Beneficiary.

(c) Grantor hereby assigns any such payment to Beneficiary and further covenants
and agrees that upon request of Beneficiary, it will duly endorse to the order of Beneficiary
any such check, the proceeds of which will be applied to any portron of the indebtedness
secured by this Deed of Trust in such manner as Beneficiary may elect.. -

3.6 License to Collect Cash Collateral

As long as there shall exist no default by Grantor in the paymient of any indebtedness
secured hereby or in the observance and performance of any obligation, term, coveénant 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 collgct, but not pnor
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 Collateral and hold the Cash Collatera), together with the. "
right and license herein granted as a trust fund to be applied, and Grantor hereby covenants 1o
so apply them, as required by Beneficiary, firstly to the payment of taxes and assessments -
upon the Property before penalty or interest is due thereon; secondly to the costs of i msurance,
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/' 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 stims becoming due under the Note and Secured Loan Documents, before using any part
of the same for any other purposes. Upon the conveyance by Grantor and its successors and
assigns of Grantor’s intetest 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, .:

ARTICLE IV T DEFAULT AND REMEDIES UPON DEFAULT
4.1 Events 0f Default
Any of the fol-lowl'.ng- e-vgnj[s shall be deemed an event of default hereunder:

(a) Default;s_hall be made-in the payment of any installment of principal or interest
on the Note or any other sum secured hereby when due; or

(b)  Grantor or any guarantor-of the indebtedness secured hereby as applicable
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 ot similar relief for itself undér any present or future federal, state or other statute,
law or regulation relating to bankruptcy; insolvency or other relief for debtors; or 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 1ts debts generally as they become
due; or E

©) A court of competent jurisdiction shall enter an orcler Judgment or decree
approving a petition filed against Grantor or any guarantor- seekmg any reorganization,
dissolution or similar relief under any present or future federal, state or other statute, law or
regulatlon relating to bankruptcy, insolvency or other relief for debtors or any trustee,
receiver or liquidator of Grantor or any guarantor or of all or any patt of the Trust Estate, or
of any or all of the royalties, revenues, rents, issues or profits thereof; shall be appointed
without the consent or acquiescence of Grantor or any affected guarantor or’

(dy A notice of lien, levy or assessment is filed or a writ of exec__utmn,br- '
attachment or any similar process shall be issued or levied against all or any-part of or interest
in the Trust Estate, or any judgment involving monetary damages shall be entered 'a'g'ain'st
Grantor which shall become a lien on the Trust Estate or any portion thereof or. mterest
therein; or e
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S5 ) {e) There has occurred a breach of or default under any term, covenant,
~ ‘dgreéement, condition, provision, representation, or warranty contained in any of the Loan
Docum’ents"'or any part thereof, not referred to in this Section 4.1; or

(f} K A default occurs under any guaranty of the loan secured hereby or any
guaranty of the loan secured hereby ceases to be in full force and effect or any guarantor
asserts _tha_t any. gua_ranty is not in full force and effect; or

(g) T_he'actu_'al 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 0f the terms of this Deed of Trust or the Loan Documents without
the written consent of Beneﬁolary, or

(hy Ifthe Loan Documents evidence or secure a construction loan, any of the
following events shall also be déemed an event of default hereunder (capitalized terms not
otherwise defined herein shall have the meanings given to them in the Loan Documents):

(i) The dlssolutlon llquldatlon bankruptcy, reorganization or insolvency,
voluntary or involuntary, of the contractor engineer or architect.

(i) Title to the Property is not satisfactory to Beneficiary 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 valid lien on the Property
subject only to those matters affecting tltle Wh]Ch have at any time been consented to
in writing by Beneficiary. : -

(iii)  Grantor does not construct the Project substantially in accordance with
all material aspects of the Plans and Drawings and all applicabie laws, rules,
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 authority
having jurisdiction over the Property amended or suppleme'n'tal Plans‘and Drawings if
required by law, or Grantor fails to furnish to Beneficiary written certlﬁcates issued by
such departments approving the Plans and Drawings. :

(iv)  The substantial delay, discontinuation, or prohlbmon of constructlon of
Improvements on the Property. e -

(v)  Grantor fails to comply with any requirement of any govérnﬁént o
authority having jurlsdlotlon over the Property within the time required by such.
authority after notice in writing of such requirement shall have been given to Grantor
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S (i) If Grantor shall be in default, violation or non-compliance with a Permitted
='Enc'urnb.ramce.

(]) . Any default by Grantor under any indebtedness (whether now existing or
hereafler 1ncurred) in favor of Beneficiary or the faiture of Grantor to comply with or to
perform dny term, obligation, covenant or condition contained in any agreement between
Grantor.and Beneficiary (whether such agreement exists now or is hereafter made).

42 Rights and Remedies on Default

Upon the occurrence-of any event of default and at any time thereafter, Beneficiary
may exercise any one or more of the following rights and remedies:

(a) Wlthhold further dlsbursement of proceeds of the loan that is evidenced by the
Note. S

(b)  Theright at 'i't_s,':o'p.tidh by notice to Grantor to declare the entire indebtedness
secured hereby immediately due and payable.

(c) With respect to all or ;n.y'patrt--:of the Property, the right to foreclose by judicial
foreclosure in accordance with applicable law.

(@  The right to have Trustee sell the Trust Estate in accordance with the Deed of
Trust Act of Washington and the Uniform Commercial Code of Washington where
applicable, at public auction to the highest bidder. Any person except Trustee may bid at the
Trustee’s sale. The power of sale conferred by this Deed of Trust and the law is not an
exclusive remedy and when not exercised, Benefi iciary may foreclose this Deed of Trust as a
mortgage. Trustee is not obligated to notify any party hefeto-of a pending sale under any
other deed of trust or of any action or proceeding in which Grantot, Trustee, or Beneficiary
shall be a party, unless such action or proceeding is brought by Trustee

(e) With respect to all or any part of the Trust Estate that constitutes personalty,
the rights and remedies of a secured party under the Uniform Commerctal Code of
Washington. : :

® The right, without notice to Grantor, to terminate the license granted to
Grantor to collect the Cash Collateral without taking possession, and 1g-demand, collect,
receive, 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 expenses of operation and collection as determined by Beneficiary, inclilding
reasonable attorney 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. In 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 N

AGE]S -

e T

Skagit Count A
8/29/2007 Page 1y9 :fd’tor

29 11:14Am




s{__l__ch_:_tenant or user to Beneficiary in response to its demand shall satisfy the obligation for
’Whiéh the_ payments are made, whether or not any proper grounds for the demand existed.

(g) The right to have a receiver appointed to take possession of any or all of the
Trust Estate; w1th the 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 lrrevocably consents to the appointment of a receiver on the terms set forth
herein. Employment by Beneficiary shall not disqualify a person from serving as receiver.
Upon taking possessnon of all or any part of the Trust Estate, the receiver may:

9] Use operate, rnanage control, and conduct business on the Trust
Estate;

(2) Make expendlture for all maintenance, renewals, replacements,
alterations, additions, and 1mpr0vements to the Trust Estate as in its judgment are
proper; s

(3) Insure and rei-néure=_the' Trust Estate and all risks incidental to the
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, operation, and
management in such priority as the receiver deems appropriate. Grantor shali
promptly turn over to the receiver all documents, books, records, papers, and accounts,
together with the amount of any deposits, rentals, 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 detéi'ner" .

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

(6) Extend or modify any Lease and make any new Lease on any portion 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 redempt]on from
sale, discharge, or indebtedness, satisfaction of the foreclosure decree or lssuance of
any certificate of sale or deed to any purchaser; o

D Complete any construction in progress on the Property, and in 'fhat' -
connection, pay bills, borrow funds, employ contractors, and make any changes m
plans or specifications as the receiver deems appropriate; or o

oy
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(8)  [fthe 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 expenditure until repaid at the same rate per annum as is accruing on the
... Note. Such sums shall become a part of the balance secured by this Deed of Trust and
~-shall be payable by Grantor on demand.

{h) -Subjec‘_t-t_o any limitations 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 hereby.

(i) Any _othé.r'fi'ght or remedy provided in this Deed of Trust, the Note, any other
Loan Documents, or inder law: ",

()  Ifthe Loan Documents evidence 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 exgrcise 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 obligations, enforce contracts or
agreements theretofore made by or on behalf of Grantor, and to do any and all things
necessary ot proper to complete the work of construction, including 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 with interest at the Default Rate stated in the Note until paid and shall be
secured by this Deed of Trust. i

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 sha!l 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

(a)  Upon receipt of such notice from Beneficiary, Trustee shall cause to be given
such Notice of Default as then required by law. Trustee shall, without demand on-Grantor,
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 fixed by it in such Notice of Sale and Notice of Foreclosure, either as a whole, orin. -
separate lots or parcels or items as Trustee shall deem expedient, and in such order asit 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 good and sufficient deed or deeds conveying the Property so sold, but witho'ut_: any iy s
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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 req_ulre the prior written consent of Beneficiary.

I the event ownership of the Property or any portion thereof becomes vested in a
person otherthan Grantor herein named, Beneficiary may, without notice to Grantor herein
named, whether or not Beneficiary 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 of disﬁhargiﬁg Grantor’s liability hereunder or the obligations hereby secured.

4.6 Attorneys Fees

In the event su1t or actlon or proceeding is instituted to enforce any of the terms of this
Deed of Trust, Beneficiary shall be entitled to recover from Grantor 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 rights,
including without limitation, the cost-of searching records, obtaining title reports, surveyors’
reports, 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.

ARTICLEV.  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 provisicen, and to this end- the prowsnons of the Loan
Documents are declared to be severable. :

5.2 Modification

This instrument cannot be waived, changed, discharged or terminated ofally, but only
by an instrument in writing mgned by the party against whom enforcement of’; any walver
change, discharge or termination is sought, S

5.3  Inspections and Appraisals

Beneficiary or its agents may enter upon the Property at any reasonable t1mes to :
inspect or appraise it or to perform any of the acts it is authorized to perform under atly of the
Loan Documents, whether or not any default exists hereunder. 1f Grantor refuses to perrmt o
such inspection or appraisal, Beneficiary may specifically enforce performance of this - '
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o prowswn 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
“+ (i) the tequiest or directive (whether or not having the force of law) of any regulatory

authorlty with jurisdiction over Beneficiary, (b) to comply with Beneficiary’s policies
concernitig appraisals, (c) at any time after the occurrence of an event of default, or (d) in
connection with-a suit for a deficiency judgment. All such appraisal 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.

54 R'eee'nyey-sin_ce by Trustee

Upon written réquest of Beneficiary stating that all sums secured hereby have been
paid, and upon surrender of the-Note to Trustee for cancellation and retention and upon
payment by Grantor of Trustee’s fees, Trustee shall reconvey to Grantor, or the person or
persons legally entitled thereto, without warranty, any portion of the Trust Estate then held
hereunder. The recitals in such re'eoﬁveyance 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 theretéi

5.5 Notices

Whenever Beneficiary, Grantor or Trustee shall desire to give or 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
(i) personally delivered, (ii) three (3) days after deposit in the United States mail by registered
or certified mail, postage prepaid and return recelpt requested or (iii) one (1) day after deposit
with a nationally recognized overnight delivery service such as Federal Express or Airborne.
Any communication which is mailed or deposited with-an overnight delivery service 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 mailing
to the other parties hereto, as aforesaid, a notice of such change e

5.6  Acceptance by Trustee

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

57  Captions

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

DEED OF TRUST PAGF v'z" &

\ Wm W




58 Invalidity of Certain Provisions

~¥fthe lien of this Deed of Trust is invalid or unenforceable as to any part of the debt,
or 1f the lien is invalid or unenforceable as to any part of the Trust Estate, the unsecured or
pamally 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 unenforceablhty of any portion or provision of this Deed of Trust shall in no way
affect the validity or enforceablhty of the remainder hereof.

5.9 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
lens owned by any owner or holder of such outstanding liens, charges and prior
encumbrances, irrespective of whether such liens, charges or encumbrances are released,

5.10 No Merger

If both the lessor’s and lessee’s estates under any lease 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 terminated by apphcatlon 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.-In 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 uniess 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. .

5.11 Late Charge

Grantor recognizes that default by Grantor in making the payments under the Note
and/or in any of the other Loan Documents when due will result in Beneficiary incurring.
additional expense servicing the loan, loss to Beneficiary of the use of the money due,. ahd
frustration to Bencficiary in meeting its other loan commitments. In the event thatany.~ .- -
payment or portion thereof is not paid within 15 days afier the date it is due, Beneﬁmary may M
collect, and Grantor agrees to pay with such payment, a “late charge” of 6 percent of any -
overdue amount as liquidated damages for the additional expense of handltng such delmquent”_ o
payments. Such late charge represents the reasonable estimate of Beneficiary and Grantor of i
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qi__fairj,iaverage compensation due to the failure of Grantor to make timely payments. Such late
- “charge shall be paid without prejudice to the right of Beneficiary to collect any other amousnts
~ providéd to be paid or to declare a default hereunder.

' G INWITNESS WHERFEOF, Grantor has executed this Deed of Trust as of the day and
year-first above-written.

GRANTOR:

HANSELL/MITZEL, LLC, a Washington limited

Jef@anse]l Managmg Member

STATE OF WASHINGTON )
) ss.
COUNTY OF 2 \)

I certify that [ know or have satisfactory evidence that Daniel R. Mitzel is the person
who appeared before me, and said person acknowledged that he/she signed this instrument, on
oath stated that he/she was authorized to execute the instfument, and acknowledged it as the
Managing Member of HANZEL/MITZEL, LLC, a Washington limited liability comany, to be
the free and voluntary act of such party for the uses and purposes mentzoned in the
instrument. :

2007

/.72 2 / .

(S]gnature of Notary)

SN A D // ‘-’7/{/
(Print or stamp name of Notary) "
NOTARY PUBLIC in and for the State of 3
Washington, residing at: Brridl 1 Zé'/ é/d/
My appointment expires: /_,?)/f A7 N

— W 1/
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STATE OF WASHINGTON )
WA ELE

COUNTY OF y

l cemfy that 1 know or have satisfactory evidence that Jeffrey D. Hansell is the person
who appeared before me, and said person acknowledged that he/she signed this instrument, on
oath stated that he/shé was authorized to execute the instrument, and acknowledged it as the
Managing Member of HANZEL/MITZEL, LLC, a Washington limited liability comany, to be
the free and voluntary act of such party for the uses and purposes mentioned in the
instrument.

Dated: (\Q/Mq{/ 0&#/ 2007.

i -

Y (Slgnature of NO?{ -7 {j/C/J/

- (Print or stamp name of Notary)
. NOTARY PUBLIC in and for the tate of
Washington, residing at: Ltet ﬁ’é:wy j{//i
My appomtment expires 222U
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EXHIBIT A
to Deed of Trust

LEGAL DESCRIPTION

Lot 2 of Shd"rf 'Pl_e_it'No. P1.03-0689, approved February 4, 2004 and recorded February
10, 2004 under Skagit-County Auditor’s File No. 200402100118; being a portion of the
Northwest ¥4 of Section 9 in Township 34 North, Range 4 East, W.M..
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EXHIBIT B
to Deed of Trust

PERMITTED ENCUMBRANCES

Sp:é;:iai _eﬁcéptions 2 and 8 of Schedule B of the First American Title Company of
Skagit County Commitment for Title Insurance No. B92003 dated June 18, 2007; and
exceptions A, B,PC,-:ahd_ D of Schedule “B-1" attached thereto.
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