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

"'THIS DEED OF TRUST, ASSIGNMENT OF RENTS AND LEASES, AND
SECURITY AGREEMENT (“Deed of Trust”) is made and entered into as of January 6,
2011, by QUATTRO PROPERTIES L.L.C., a Washington limited lability company
(“Grantor”) and Whose'collective mailing address is 12441 Bartholomew Road, Anacortes,
Washington, 98221 The ‘Trustee is U.S. BANK TRUST COMPANY NATIONAL
ASSOCIATION, whose malhng address is 1420 Fifth Avenue, 8 Floor, Seattle, Washington
98101. The Beneﬁclary is U.S. BANK NATIONAL ASSOCIATION, a national banking
association (“Beneficiary”), whose mailing address is 10800 N.E. Eighth Street, Suite 550,
Bellevue, Washington 980{)4 B

For purposes of Artlcle 9 of the Uniform Commercial Code (RCW 62A.94), this
Deed of Trust constitutes a Secunty Agrgement with Grantor being the Debtor and
Beneficiary being the Secured Party This Deed of Trust also constitutes a Financing
Statement filed as a fixture filing pursuant to Article 9 of the Uniform Commercial Code,
RCW 62A.9A-502(c). :

In consideration of the loan (“Loan”) evidenced by the Note described below Grantor
hereby irrevocably GRANTS, TRANSFERS, CONVEYS and ASSIGNS to Trustee, IN
TRUST, WITH POWER OF SALE, all of Grantor s present and future estate, right, title,
claim and interest, either in law or in equity, in and to the followmg property (“Property’ ):

(a)  The real property described on Exhlb]t A all nghts to the alleys, streets and
roads adjoining or abutting the real property, all easements, access, air and development
rights, minerals and oil, gas and other hydrocarbon substatices; water; water rights and water
stock, and all other rights, hereditaments, privileges and appurtenances now or hereafter
belonging or in any way appertaining to such real property (“Land™). :

(b)  All buildings, improvements and tenements now or hereafter located on the
Land (“Improvements™), including, without limitation, all fixtures, articles and accessions of
property attached to, or used or adapted for use in the ownership, devélopinent, operation or
maintenance of the Land and Improvements (whether such items are leased, owned or subject
to any title-retaining or security instrument); all heating, cooling, air-conditioning, -
ventilating, refrigerating, plumbing, generating, power, lighting, laundry, mmntenance _
incinerating, lifting, cleaning, fire prevention and extinguishing, security and access control
cooking, gas, electric and conununication fixtures, equipment and apparatus; all engines, . -
motors, conduits, pipes, pumps, tanks, ducts, compressors, boilers, water heaters and
furnaces; all ranges, stoves, disposals, refrigerators and other apphances all escalators and .-~
elevators baths, sinks, all cabinets, partitions, mantels, built-in mirrors, window shades;
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* ‘blinds, screens, awnings, storm doors, windows and sash; all carpeting, underpadding, floor
¢ _covering, paneling, and draperies; all furnishings of public spaces, halls and lobbies; and all

" shrubbery: and plants. All such items shall be deemed part of the Land and not severable
Wholly or in part without material injury to the freehold.

(c) Ail of the present and future rents, revenues, issues, accounts, general
intangibles, mvestment property, instruments, money, cash equivalents, profits and income of
the Land and Improvements, all rights to receive rental assistance payments and rent
subsidies with respect to the occupancy or use of all or any part of the Land and
Improvements, and all present and future leases and other agreements for the oceupancy or
use of all or any part of the Land and Improvements, including, without limitation, all cash or
security deposits, advance rentals and deposits or payments of similar nature, and all
guarantees of tenants’ or occupants’ performance nnder such leases and agreements.

(d) All of Gfantb"r_’_s assefs, including, without limitation, tangible and intangible
personal property now or hereafter used or acquired in connection with or in any way arising
out of or related to the ownership, devélopment, operation or maintenance of the Land and
Improvements, including, without limitation, all fumiture, funishings, equipment, supplies,
inventory and other goods, wherever. Iocated whether in the possession of Grantor,
warehousemen, bailee or any other person; all site plans, plats, architectural plans,
specifications, work drawings, surveys engineering reports, test borings, market surveys, and
other similar work products; all permits, licenses, franchises and trade names; all contract
rights (including, without limitation, all architectural; ‘construction, engineering, consulting
and management contracts, all insurance pohmes ‘and all performance, payment, completion
and other surety bonds); and all claims, causes of action, warranties, accounts receivable,
escrow accounts, insurance policies, deposits (including tax, insurance and other reserves),
instruments, documents, general intangibles and business records.

{e)  All present and future monetary deposifs-giirén'_to any public or private utility
with respect to utility services furnished to the Land or the Improvements.

(H All proceeds {including claims and demands therefor) of the conversion,
voluntary or involuntary, of any of the foregoing into cash or llqmdated clamls mcludmg,
without lunitation, all insurance proceeds and condemnation awards '

(g)  All proceeds of the foregoing.
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~ TOSECURE THE FOLLOWING (“Secured Obligations”):

(1)  Payment of the sum of $7,125,000, with mterest thereon, according to
the terms and provisions of a promissory note (the “Note”) of even date, made by Grantor and
payable 1o Beneﬁmary

. “(2) . Payment of all other sums which are or may become owing from
Grantor under the Loan Documents (as hereinafter defined).

. (3) Performance of all other obligations of Grantor under the Loan
Documents. L

(4) Payment and performance of all obligations of Grantor under this Deed
of Trust, together with all advances, payments or other expenditures made by Beneficiary or
Trustee as or for the payment or performance of any such obligations of Grantor.

(5) Paynigeﬁt'..and péifdnnance of all obligations, if any, and the contracts
under which they arise, which any nder attached to and recorded with this Deed of Trust
recites are secured hereby. : :

(6)  Payment and perfofmance of all future advances and other obligations
that the then record owner of the Property may agree to pay and/or perform (whether as
principal, surety or guarantor) for the benefit of Beneﬁmary, when any such advance or other
obligation 1s evidenced by a writing which rec:tes that 1t 13 secured by this Deed of Trust.

(N Payment and performa.nce of (a) all obligatmns of T Bailey, Inc. to
Beneficiary, now or hereafter arising, under that certain _amendpd and restated revolving
credit agreement between T Bailey, Inc., as borrower; and Beneficiary, as lender, dated as of
January 6, 2011, and all “Loan Documents” as defined therein, and (b) all obligations of T
Bailey, Inc. to Beneficiary, now or hereafter arising, undei that certain amended and restated
credit agreement between T Bailey, Inc., as borrower, and Benéﬁciary; as lender, dated as of
January 6, 2011, as amended, and all “Loan Documents™ as deﬁned therem

&) All modifications, extensions and renewals of any of thé Secured
Obligations (including without limitation, {(a) modifications, extensions or 1enewals ata
different rate of interest, or (b) 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 modification, extension or renewal is evidenced by a new or addltmﬂal
promissory note or notes. :

(9)  All indebtedness, obligations, covenants and agreements ofGianIor
under any agreement between Grantor and Beneficiary, whether or not in writing, relating to.-
(1) any transaction that is a rate swap, basis swap, forward rate transaction, commodity swap, - .
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:_co'im'ribdity option, equity or equity index swap or option, bond, note or bill option, interest

. rate-option, cap, collar or floor fransaction, swap option, or any other, similar transaction

(including any option to enter into any of the foregmng) or any combination of the foregoing,
and unless the context otherwise clearly requires, any master agreement relating to or
governing any or all of the foregoing, (ii) funds transfers, whether by Fedwire, Automated
Clearing House or other means, and (iii) granting provisional credit for deposits or paying
checks, drafts or other instruments.

The term“obligations” is used herein in its most comprehensive sense and includes
any and all advances, debts, obligations and liabilities heretofore, now or hereafter made,
incurred or created, whether voluntary or involuntary and however arising, whether due or
not due, absolute or continggiit, 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.

As used herein, the term “Loan Documents” means the Note, this Deed of Trust, the
term loan agreement (the “Loan Agreement”) and all related documents and instruments
(except any environmental indemnity agreement executed by Grantor for the benefit of
Beneficiary (“Indemnity Agreement™), and any and all modifications, extensions, renewals
and replacements thereof. The Secured Obligations may be indexed, amended, modified,
adjusted, renewed or renegotiated. Grantor’s obligations under the Indemnity Agreement are
not secured by this Deed of Trust. Except as provided in the preceding sentence, all terms of
the Secured Obligations are incorporated herein:by this reference. All persons who may have
or acquire an interest in the Property are herebydeemed to have notice of the terms of the
Secured Obligations and that this Deed of Trust secures futiire advances, and to have notice,
if provided therein, that: (a) the Note, the Loan Agreement or ai}y other Secured Obligation
may permit borrowing, repayment and reborrowing ard (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, repaid by Grantor and subsequently readvanced by Beneficiary. Absent default
under the terms of the Secured Obligations, all advances thereunder by Beneficiary are
obligatory and are secured by this Deed of Trust. All such cbligatory advances shall have the
same priority as the funds initially advanced under any such Secured Obhgatlon

GRANTOR HEREBY REPRESENTS, WARRANTS, COVENANT S AND
AGREES AS FOLLOWS:
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1 TITLE AND USE
' 11 Warranty of Title

Grantor warrants, represents, covenants and agrees as follows: (a) Grantor holds
marketable fee simple title to the Property with the full right and power to grant, convey and
assign the Property; (b) the Property is free from liens, encumbrances, exceptions and other
charges of anykind whatsoever, except for the exceptions to title set forth on Exhibit B
attached hereto (the “Penmnitted Exceptions™); (c) no other lien or encumbrance, whether
superior or inferiorto this Deed of Trust, shall be created or suffered to be created by Grantor
without the prior written consent of Beneficiary; (d) no default on the part of Grantor or any
other person exists under any.of the Permitted Exceptions and all of the Permitted Exceptions
are in full force and effect and in good standing, without modification; (e) complete and
current copies of the Permitted Exceptions have been furnished to Beneficiary, and none of
them have been or will be modified by Grantor without Beneficiary’s prior written consent;
(f) Grantor shall fully comply with all the terms of the Permitted Fxceptions and shall deliver
to Beneficiary a copy of all notices delivered in connection with the Permitted Exceptions;
() Beneficiary has the right to contact the other parties to the Permitted Exceptions to
confirm the status thereof, and Grantor shall, from time to time, at the request of Beneficiary,
request of such parties a certificate confirming such information regarding the Permitted
Exceptions as Beneficiary may request; and (h) Grantor shall forever warrant and defend the
Property unto Beneficiary against all claims and demands of any other person whatsoever,
subject only to nondelinquent taxes and assessments"énd the Permitted Exceptions.

1.2  NonAgricultural Use; Commerclal Loan

Grantor represents and warrants to Beneﬁmary that (a) the Property is not used
principally for agricultural purposes and (b) the Loan: secu.red by thls Deed of Trust was not
made primarily for personal, family or household purposes.. '

2. GRANTOR’S COVENANTS
2.1  Payment and Performance of Secured Obﬁgﬁﬁoﬂg- |

Grantor shall pay when due all sums which are now or which may bcccme owing
under the Note, and shall pay and perform all other Secured Obhgatlons n accordance with
their terms. G o
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T 22 Payment of Taxes, Utilities, Liens and Charges
.. (a) Taxes and Assessments

Except as the same may otherwise be paid under Section 3, Grantor shall pay when
due dlrectly to the payee thereof all taxes and assessments (including, without limitation,
nongovemmental levies or assessments such as maintenance charges, owner association dues
or charges, or fees, _le.\_rles or charges resulting from covenants, conditions or restrictions)
levied, assessed or charged against or with respect to the Property or this Deed of Trust.
Upon request; Grantor shall promptly furnish to Beneficiary all notices of amounts due under
this subparagraph and all recelpts evidencing such payments.

) Unhnes

Grantor shall pay when due all utility charges and assessments for services furmshed
to the Property. s

(¢ Labor and Mat'eﬁals

Grantor shall pay when due- the clalms of all persons supplying labor or matenials to
or in connection with the Property. '

(d) Liens and Charg'es;'

Grantor shall promptly discharge any lj_:en,'encuﬁlbrance or other charge, whether
superior or inferior to this Deed of Trust, which-may be claimed against the Property;
provided that Grantor shall have the right to contest the amount or validity in whole or in part
of any lien, encumbrance or other charge against the Property by appropriate proceedings
conducted in good faith and with due diligence, in which event Grantor, upon prior written
notice to Beneficiary, may postpone or defer payment of such lién, encumbrance or other
charge so long as (i) such proceedings shall operate to prevent the collection of the lien,
encumbrance or other charge; (ii) neither the Property nor any part thereof will, by reason of
such postponement or deferment, be in danger of being forfeitéd or lost; and (iii) Grantor,
before the date such lien, encumbrance or other charge becomes delinquent, gives such
reasonable security as may be requested by Beneficiary to ensure payment thereof and
prevent any forfeiture or loss of the Property or any part thereof, . i

(e Taxes, Assessments and Other Charges Imposed on Beneﬁcmry

If, at any time after the date of this Deed of Trust, any law is enacted or changed
{(including any interpretation thereof) which subjects Beneficiary to any increase in any. tax s
(except federal income taxes), assessment or other charge, in any form measured by or based.
on any portion of the indebtedness secured by this Deed of Trust, Grantor shall pay such .«
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' ."'=__inbreé1'.sed amount to Beneficiary on demand; provided that if any such payment would be
__unlawful, Beneficiary may declare all accrued interest and the entire principal balance of the
~ Note immediately due and payable.

23 : jn_;urance
=':'(a) : Coverages Required

Grantor shall Leep the following insurance coverages in effect with respect to the
Property: : :

(.~ . ﬁisur"@ce__against loss by fire, earthquake and the hazards now or
hereafter embraced by.the standard “special cause of loss” form of insurance, in an amount
equal at all times to the full insurable value of the Improvements. All such insurance
coverage shall contain a “replacemenit cost endorsement” without reduction for depreciation,
and shall also contain loss of rents and/or business interruption insurance coverage, a
fluctnating value endorsement with a waiver of the co-insurance clause (or an agreed amount
endorsement with an inflation guard-endorsement), and shall contain such other
endorsements as Beneficiary may reasonably request. All such endorsements shall be in form
and substance satisfactory to Beneﬁéiarj}__..-

(2)  Commercial geﬁetal liability insurance against claims for bodily injury,
death or property damage occurring on, in or about the Property in amounts and on terms
acceptable to Beneficiary. : :

(3)  Flood insurance in an amount satisfactory to Beneficiary and on terms
satisfactory to Beneficiary if the Land is located in a desighated'ﬂood hazard area.

4 Rental and/or business mtenupt:on msurance for a period of not less
than twelve months in amounts and otherwise on terms satlsfactmy to Beneﬁmary

(5)  Insurance against such similar or other haza:ds casualtles liabilities
and contmgenmes in such forms and amounts, as Beneficiary may ﬁom ttme to time
reasonably require. £

b Policies

Each insurance policy shall be with a company and in a form acceptgble' to .
Beneficiary. Each hazard insurance policy shall include a Form 438BFU or-eqiiivalent .
mortgagee endorsement in favor of Beneficiary. Each liability insurance policy shall nanie .

Beneficiary as an additional insured. All required policies will provide for at least ten days
written notice to Beneficiary prior to the effective date of any cancellation or material
amendment, which term shall include any reduction in the scope or limits of coverage.” -~
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* .Grantor shall furnish to Beneficiary the original of each required insurance policy, or a
__certified copy thereof together with a certificate of insurance setting forth the coverage, the
* limits of liability, the carrier, the policy number and the expiration date. As security for the
Secured Obligations, Grantor hereby assigns to Beneficiary all lequu'ed insurance policies,
tomether with all proceeds thereof, rights thereto and all unearned premiums returnable wpon
cancellatlon

(c) _. - Payment; Renewals

Grantor shall promptly furnish to Beneficiary all renewal notices relating to mnsurance
policies. Except as the same may otherwise be paid under Section 3, Grantor shall pay all
premiums on insurance policies directly to the carrier. At least 30 days prior to the expiration
date of each such policy; Grantor shall furnish to Beneficiary a renewal policy in a form
acceptable to Beneﬁcmry, together W1th evidence that the renewal premium has been paid.

(d) Apphcaﬂon nf Insurance Proceeds

In the event of any mat‘erlal loss; Grantor shall give prompt written notice thereof to
the insurance carrier and Beneficiary.: 'Gmn'_tdr hereby authorizes Beneficiary as Grantor’s
attorney-in-fact to make proof of loss, to adjust and compromise any claim, to commence,
appear in and prosecute, in Beneficiary's or Grantor’s name, any action relating to any claim,
and to collect and receive insurance proceeds; provided, however, that Beneficiary shall have
no obligation to do so. Beneficiary shall apply any insurance proceeds received by it
hereunder first to the payment of the costs and éxp'énse's incurred in the collection of the
proceeds and then, in its absolute discretion and wzthout l"egard to the adequacy of its
security, to: e

(1)  The payment of the Secured Obligations, whether then due and
payable or not. Any such application of proceeds to principal on the -Note shall be without
the imposition of any prepayment fee otherwise payable under the Note, but shall not extend
or postpone the due dates of the installment payments under. the Note, or ehange the amounts
thereof; or : :

(2)  The reimbursement of Grantor, under Beneficiary’s preseribed
disbursement control procedures, for the cost of restoration or repair of the Propetty.
Beneficiary inay, at its option, condition the reimbursement on Beneficiary’s approval of the
plans and specifications of the reconstruction, contractor’s cost estimates, architect’s
certificates, waivers of liens, swom statements of mechanics and materialmen, and such other
evidence of costs, percentage completion of construction, application of payments and
satisfaction of liens as Beneficiary may reasonably require. o
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* Nothing herein contained shall be deemed to excuse Grantor from restoring, repairing
~_of maintaining the Property as provided in Section 2.4, regardless of whether or not there are
~ insurance proceeds available or whether any such proceeds are sufficient in amount.

L (e)__. Transfer of Title

If the Property is sold pursuant to Section 4 or if Beneficiary otherwise acquires title
to the Property; Beneficiary shall have all of the right, title and interest of Grantor in and to
any insnrance policies and unearned premiums thereon and in and to the proceeds resulting
from any damage to- the Property prior to such sale or acquisition.

24 Preservahon and Maintenance of Property; Right of Entry
(a) Preservatlon and Maintenance

Grantor represents and warrants that the Improvements are free from damage caused
by fire or other casualty. Grantor shall (1) not commit or suffer any waste or permit any
impairment or deterioration of the Property, (ii) not abandon the Property, (iii) restore or
repair promptly and in a good and workmanlike manner all or any part of the Property to the
equivalent of its original condition, or such other condition as Beneficiary may approve in
writing, in the event of any damage, injury or loss thereto, whether or not insurance proceeds
are available to cover in whole or in part the costs of such restoration or repair, (iv) keep the
Property, including, the improvements, fixtures, equipment, machinery and appliances
thereon, in good condition and repair and shall replace fixtures, equipment, machinery and
appliances of the Property when necessary to keep such items in good condition and repair,
and (v) generally operate and maintain the Propérty in a commercmlly reasonable manmer.

(1) Alterations

None of the Improvements shall be structurally altered; removed or demelished, in
whole or in part, without Beneficiary’s prior written consent. Beneficiary shall not
unreasonably withhold or delay its consent to minor structural alterations if Grantor furnishes
plans and assurances that the work will be completed in good workmanlike quality and
Beneficiary determines in its reasonable business judgment that the value of the Property will
not be materially and adversely affected. Grantor shall not remove any fixture or chattel
covered by this Deed of Trust and adapted to the use and enjoyment of the Property at any
time without Beneficiary’s prior written consent unless actually replaced by-an article of
equal suitability which 1s owned by Grantor free and clear of any lien or secu.nty mterest
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(c) Right of Entry

_ '""Beﬁgﬁciaxy is hereby authorized to enter the Property, including the interior of any
st_:ru_c.tmes:,f'a_t reasonable times and after reasonable notice, for the purpose of inspecting the
Property to determine Grantor’s compliance with this Section.

25 : =':_'Parkipg

If any part of the automobile parking areas included within the Property is taken by
condemnation; and before the parking areas are diminished for any other reason, Grantor
shall take all actions as are necessary to provide parking facilities in kind, size and location to
comply with all govemnmental zoning and other regulations and all leases. Before making
any contract for substitute parking facilities, Grantor shall furnish to Beneficiary satisfactory
assurance of comp}et:on thereof free of liens and in conformity with all government zoning
and other regulations.

26 Useof Property

Grantor represents and warrants to Beneﬁcxary that the Land, the Improvements and
their intended use by Grantor comply with all applicable restrictive covenants, zoning and
subdivision laws, ordinances, regulations and legal requirements, building codes, flood
disaster laws, applicable health and environmental laws and regulations and all other laws,
ordinances, regulations, orders and legal reqmrements 1ssued by any state, federal or
municipal authority having or claiming jurisdiction over the Property. Grantor shall comply
with all laws, ordinances, regulations and requirements of any governmental bedy, and all
other covenants, conditions and restrictions applicable to the Property and its intended use,
and pay all fees and charges in connection therewith. Unless required by applicable law or
unless Beneficiary has otherwise apreed in writing, Gl__‘antar shall not allow changes 1n the use
for which all or any part of the Property was intended at the time this Deed of Trust was
executed. Grantor shall not initiate or acquiesce in a change m the zonmg classification of
the Property without Beneficiary’s prior written consent.

2.7  Condemnation
(a) Proceedings

Grantor shall promptly notify Beneficiary of any action or proceedilig’félaiing to any
condemnation or other taking (including, without limitation, any change in the grade’ of the
Property), whether direct or indirect, of the Property or part thereof or interest therein, and
Grantor shall appear in and prosecute any such action or proceeding unless OthEI‘WiSE dir ected
by Beneficiary in writing. Grantor authorizes Beneficiary, at Beneﬁclary s option, as
attorney-in-fact for Grantor, to commence, appear in and prosecute, in Beneficiary’sor
Grantor’s name, any action or proceeding relating to any such condemnation or other taking; ~ -
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* and to settle or compromise any claim in connection with such condemnation or other taking.
- All awards, payments, damages, direct, consequential and otherwise, claims and proceeds
* thereof, in'connection with any such condemnation or other taking, or for conveyances in lieu
of condemnation, are hereby assigned to Beneficiary, and all proceeds of any such awards,
payments; daniaggs or claims shall be paid to Beneficiary.

(b) Apphcat]on of Condemnation Proceeds

Beneﬂt:lary shall apply any such proceeds in the manner and upon the terms and
conditions set forth'in Sectlon 2.3(d) relating to the application of insurance proceeds.

28 Pmtectlon of Beneficlary s Security

Grantor shall give notlce to Beneficiary of and shall appear in and defend any action
or proceeding that may affect the Property, the interests of Beneficiary or Trustee therein, or
the rights or remedies of Beneficiary or Trustee under the Loan Documents. If any such
action or proceeding is commenced :md there is an uncured Event of Default, or Grantor fails
to perform any of the Secured Obligations, Beneficiary or Trustee may, at their option, make
any appearances, disburse any sums, pay or seftle any claims that have resulted in or may
result in a lien of any portion of the -pl‘op'brty, make any entries upon the Property and take
any actions as may be necessary or desirable to (i) protect or enforce the security of this Deed
of Trust, (it) remedy Grantor’s failure to.perform the Secured Obligations (without waiving
such default by Grantor), or (i11) otherwise protect Beneﬁc:laly s or Trustee’s interests.
Grantor shall pay all losses, damages, fees, costs and expenses incurred by Beneficiary and
Trustee in taking such actions; including, w1thout htmtanon reasonable legal fees.

2.9 Reimbursement of Beneficiary’s and Trustee s Expenses

All amounts disbursed by Beneficiary and Truste_e pursu@.nt to Section 2.8 or any
other provision of this Deed of Trust or the other L.oan Documents, with interest thereon at
interest rate applicable upon default as set forth in the Note (“Default Rate”) from the date of
disbursement until repaid, shall constitute a Secured Obligation. . All such amounts shall be
immediately due and payable and bear interest from the date of d15bursement at the lesser of
the Default Rate or the maximum rate permitted by law.

2.10 Books and Records on Property

Grantor shall keep and maintain at Grantor’s address stated above, or such.other place
as Beneficiary may approve in writing, books of account and records adequate to'reflect”
correctly the results of operation of the Property and copies of all written confracts, leases and
other documents affecting the Property. Such books, records, contracts, leases and other =~
documents shall be subject to examination, inspection and copying at any reasonable time by .
Beneficiary. Grantor shall furnish to Beneficiary, within 20 days afier Beneficiary’s request
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* therefor, the following documents, each certified to Beneficiary by Grantor as being true,
. _correct and complete: (a) copies of all leases and other agreements for occupancy or use of
* all or any portion of the Property, (b) a rent roll for the Property, showing the name of each
tenant, and for each tenant, the suite occupied, the number of square feet rented, the lease
expiration date, the rent payable, the date through which rent has been paid, the amount of
any security deposit, and the number and term of any renewal options, (¢) copies of the most
recent feal and personal property tax statements for the Property, and (d) copies of the most
recent statements for the insurance coverage maintained pursuant to this Deed of Trust.

3, RESERVE"S
3.1 Deposﬂs

If required by Beneﬁcmly, Grantor shall, at the time of making each monthly
installment payment under the Note deposit with Beneficiary a sum, as estimated by
Beneficiary, equal to (i) the taxes and special assessments next due on the Property, and
(ii) the premiums that will next become due on insurance policies as may be required under
this Deed of Trust, less all sunis already deposited therefor, divided by the number of months
to elapse before two months prior to the date when such taxes, special assessments and
premiums will become delinquent. ‘Beneficiary may require Grantor to deposit with
Beneficiary, in advance, such other sums for other taxes, assessments, premiums, charges and
impositions in connection with Grantor or the Property as Beneficiary reasonably deems
necessary to protect Beneficiary’s interests (“Other Impositions™). Such sums for Other
Impositions shall be deposited in a lump sum or in periodic installments, at Beneficiary’s
option. If required by Beneficiary, Grantor shall promptly deliver to Beneficiary all bills and
notices with respect to any taxes, assessments, premioms. and Other Impositions. Unless
Grantor and Beneficiary otherwise agree in writing, Beneficiary shall not be required to pay
Grantor any interest, earnings or profits on any sums deposited with Beneficiary. All sums
deposited with Beneficiary under this Section 3.1 are hereby pledged as secunty for the
Secured Obligations.

3.2  AppHlcation of Deposits

All such deposited sums shall be held by Beneficiary and apphed in stich order as
Beneficiary elects to pay such taxes, assessments, premlums and Other Imposmons or, upon
any Event of Default, may be applied in whole or in part, to the Secured Obligations. The
arrangement provided for in this Section 3 is solely for the added protection of Beneficiary
and entails no responsibility on Beneficiary’s part beyond the allowing of dile eredit, without
interest, for the sums actually received by it. Upon any assignment of this Deed of Trust by.
Beneficiary, any funds on hand shall be tumed over to the assignee and any responsibility of "
Beneficiary with respect thereto shall terminate. Each transfer of the Property in accordance -
with Section 4 shall automatically transfer to the transferee all rights of Grantor with respect .+

DEED OF TRUST PAGELY .

12187-5285/LEGAL 19506173 3

AR

Skagit County Auditor

1119/2011 Page 16 of 39 1.23PM



' .'i__to" anj,".ﬁmds deposited hereunder. Upon payment in full of the Secured Obligations,

. Beneficiary shall promptly refund to Grantor the remaining balance of any deposits then held

" by Beneﬁi:ié_ry.
33 Ad;ustments to Deposiis

If the total depos1ts held by Beneficiary exceed the amount deemed necessary by
Beneficiary to ‘provide for the payment of such taxes, assessments, premiums and Other
Impositions, such excess shall, provided there 1s no Event of Default or any event which
would constitute ari Event of Default if not cured within the time allowed, be credited by
Beneficiary on the next diie instaliment or installments of such deposits. If at any time the
total deposits held by Beneﬁc:a:y are less than the amount deemed necessary by Beneficiary
to provide for the payment of such taxes, assessments, premiums and Other Impositions,
Grantor shall promptly deposn the defimency with Beneficiary after receipt of written
demand from Beneficiary.- v

34 Condmonal Walver

Notwithstanding the foregomg, Beneﬁc:ary shall not require the payment of reserves
as provided in this Section until a delinquency occurs in the payment of such taxes,
assessments, premium and Other Impositions, or until the occurrence of an Event of Default.

4 RESTRICTIONS ON TRANSFER OR ENCUMBRANCE

Neither the Property nor any part thereof or interest therein shall be encumbered, sold
(by contract or otherwise), conveyed, leased (except as provided in this Section 4) or
otherwise transferred by Grantor; nor shall there be any change in (i) the ownership or control
of any of Grantor’s stock if Grantor is a corporation, {ii) the ownership or control of any
membership interest in Grantor if Grantor is a limited"li'abil_i_ty- company, (iii) the ownership
or control of any general partnership interest in Grantor if Grantor is a partnership, (iv) the
ownership or control of any beneficial interests in Grantor if Grantor is not otherwise a
natural person or persons, or {(v) the ownership or control of any stock, membership, any
general partnership mterest or any other beneficial interest in any corporation, partnership or
other entity that has an ownership interest in Grantor. Any such action without Beneficiary’s
prior written consent shall be deemed to increase the risk of Beneficiary and shall constitute
an Event of Default if not corrected within five days after Beneficiary’s delivery of written
demand to Grantor. Beneficiary may, in its sole discretion, consent to any such action subject
to such terms and conditions as Beneficiary may require, including, without limitation, the
payment of a transfer review fee, an assumptlon fee of one percent (1%) of the prmmpal
balance of the Note and an increase in the interest rate of the Note. : -
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5. UNIFORM COMMERCIAL CODE SECURITY AGREEMENT
. '""5.'1:"' ": Grant to Beneficiary

. This Deed of Trust constitutes a security agreement pursuant to the Uniform
Commermal Code with respect to:

(a) 'Any of the Property which, under app]jcable law, 1s not real property or
effectively made part of the real property by the provisions of this Deed of Trust, and any
sums deposited with Beneﬁclary by Grantor pursuant to the terms of Section 3.1 herein; and

{b) Any a_;ld _all other property now or hereafter described on any Uniform
Commercial Code Financing Stafement naming Grantor as Debtor and Beneficiary as
Secured Party and affécﬁng property in any way connected with the use and enjoyment of the
Property (any and all such other property constituting “Property” for purposes of this Deed of
Trust);

and Grantor hereby grants Beneﬁcial_jy h-Secun'ty mterest in all property described in

clauses (a) and (b) above as security for the Secured Obligations. Grantor hereby authorizes
Beneficiary to file or cause to be filed such financing statements as reasonably deemed
necessary to perfect, preserve, continue; extend in time or maintain the security interests
herein contained. Such financing statements may contain a description of collateral broader
than as set forth in this Deed of Trust. Grantor and Beneﬁciary agree, however, that peither
the foregoing grant of a security interest nor the filing of any such financing statement shall
be construed as limiting the parties” stated intention that everything used in connection with
the production of income from the Property, or adapted for use therein, or which is described
or reflected in this Deed of Trust, 1s and at all times shall be regarded as part of the Land.

5.2  Beneficiary’s Rights and Remedies b

With respect to the Property subject to the foregoing security interest, Beneficiary
shall have all of the rights and remedies (i) of a secured party under the Uniform Commercial
Code, (ii) provided herein, including, without limitation, the right to caiise such Property to
be sold by Trustee under the power of sale granted by this Deed of Trust, and (1i1) provided
by law. In exercising its remedies, Beneficiary may proceed against the iterns of real property
and any items of personal property separately or together and in any order whatsoever,
without in any way affecting the availability of Beneficiary’s remedies. Upon-demand by
Beneficiary following an Event of Default hereunder, Grantor shall assemble any.items of
personal property and make them available to Beneficiary at the Land. Beneficiary shall give
Grantor at least five days’ prior written notice of the time and place of any publlc sale or .
other disposition of such Property or of the time of or after which any private sale orany = ..
other intended disposition is to be made. Any person permitted by law to purchase atany .~
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| -"..,_Sui:ll sale may do so. Such Property may be sold at any one or more public or private sales as
o penmtted by applicable law.

6-9 ASSIGNMENT OF RENTS AND LEASES
| 6_._1- -; Ass:gnment of Rents and Leases

As security for the Secured Obligations, Grantor assigns and transfers to Beneficiary
and grants Beneﬁc;ary a security interest in and to all right, title and interest of Grantor in and
to: (a) any and all present and future leases, subleases and other agreements for the
occupancy or use of all or-any part of the Property, and any and all extensions, renewals and
replacements thereof (“Leases”™); (b) all cash or security deposits, advance rentals and
deposits of a similar nature under the Leases; (c) any and all guarantees of tenants’ or
occupants” performances under any and all Leases; and (d) all rents, issues, profits and
revenues (“Rents”) now due or which may become due or to which Grantor may now or shall
hereafter become entitled or may demand or claim (including Rents coming due during any
redemption period), arising or.issuing ffom or out of any and all Leases, including, without
limitation, minimum, additional, percentage and deficiency rents and liquidated damages.

6.2 Collection of Rents-

Prior to any Event of Default hereunder, Grantor shall have a license to, and shall,
collect and receive all Rents of the Property as trustee for the benefit of Beneficiary and
Grantor, apply the Rents so collected first to the’ payment of taxes, assessments and other
charges on the Property prior to delinquency, second to the cost of insurance, maintenance
and repairs required by the terms of this Deed of Trust; thiid to. the costs of discharging any
obligation or liability of Grantor under the Leases, and fourth to the Secured Obligations,
with the balance, if any, to the account of Grantor prov1ded there is no Event of Default.

Upon delivery of written notice bj,r Beneficiary to Grantor of an Event of Default hereunder
and stating that Beneficiary exercises its rights to the Rents, and without the necessity of
Beneficiary entering upon and taking and maintaining full control of the Property in person,
by agent or by a court-appointed receiver, Beneficiary shall immediately be entitled to
possession of all Rents from the Property as the same become due and payable, including,
without limitation, Rents then due and unpaid, and all such Rents shall immediately upon
delivery of such notice be held by Grantor as trustee for the benefit of Beneﬁuary only.

Upon delivery of such written notice by Beneficiary, Grantor hereby agrees to direct each
tenant or occupant of the Property to pay all Rents to Beneficiary on Beneﬁcuary s written
demand therefor, without any liability on the part of said tenant or occupant to.inguire Turther
as to the existence of an Event of Default by Grantor. Grantor hereby authorizes Beneﬁc:ary
as Grantor’s attomey-in-fact to make such direction to tenants and occupants upon Grantor’s .
failure to do so as required herein. Payments made to Beneficiary by tenants or occupants :
shall, as to such tenants and occupants, be in discharge of the payors” obligations to Gfantor aF
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' ."'.=__Béneﬁ'cia1y may exercise, in Beneficiary’s or Grantor’s name, all rights and remedies
__available to Grantor with respect to collection of Rents. Nothing herein contained shall be

* construed as obligating Beneficiary to perform any of Grantor’s obligations under any of the
Leases. . :

o 63 B t}fantor’s Representations and Warranties

Grantor hereby represents and warrants to Beneficiary that Grantor has not executed
and will not execute any other assignment of said Leases or Rents, that Grantor has not
performed and will' not perform any acts and has not executed and will not execute any
instrument which would prevent Beneficiary from exercising its rights under this Section 6,
and that at the time of execution-of this Deed of Trust there has been no ant1c1pat10n or
prepayment of any of the Rents of the Property for more than two (2) months prior to the due
dates thereof Grantor further represents and warrants to Beneficiary that all existing Leases
are in good standing and there is'no default thereunder, whether by Grantor or lessee, and
that, to Grantor’s knowledge, ‘thére is no event or condition which, with notice or the passage
of time or both, would be a defalt thereunder. Grantor shall execute and deliver to
Beneficiary such further ass:gnments of Rents and Leases of the Property as Beneficiary may
from time to time request. C

6.4 Leases of the Properfy_

Grantor shall comply with and observe Graitor’s obligations as landlord under all
Leases and will do all that is necessary to preserVe' all Leases in force and free from any right
of counterclaim, defense or setoff. At Beneﬁc1ary 8 request, Grantor shall furnish
Beneficiary with executed copies of all Leases now existing or hereafter made and all Leases
hereafter entered into shall use a form previously approved by Beneficiary. All
nonresidential Leases and tenants shall be subject to Beneﬁciaiy 8 prior written approval, and
shall specifically provide that the tenant attorns to any person succeeding to the interest of
Grantor upon any foreclosure of this Deed of Trust or conveyance in lieu thereof. Such
attornment shall be in such form as Beneficiary may approve and shall provide that Tenant
shall not have the right of set off or defense to payment of rents for any.event or act that
occurred prior fo such successor obtaining title to Grantor’s interest. except to the extent such
event or act is continuing at the time such successor obtains such mle Tenant shall also
agree to execute such further evidences of attornment as Beneficiary may from-fimie to time
request. Without Beneficiary’s written consent, Grantor shall not (a) collect or accept
payment of any Rents more than one month prior to the due dates thereof’ by nlodlfy
surrender or terminate any non-residential Lease; (¢) waive, discharge, release-or modlfy the
obligations of any tenant or other occupant of the Property under any non-remdentlal Lease
or (d) request or consent to the subordination of any non-residential Lease to anylien ~ *
subordinate to this Deed of Trust. Any attempted action in violation of this Section 6.4 shall .-
be null and void. Without in any way limiting the requirement of Beneficiary’s consent -~
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=__hie"reur.':de::, any sums received by Grantor in consideration of any termination (or the release

._or discharge of any lessee), modification or amendment of any Lease shall be applied to

~ reduce the outstanding Secured Obligations and any such sumns received by Grantor shall be
held in h'ust by Grantor for such purpose.

- 65 Beneficmry in Possession; Appointment of Receiver

Upon a’hy -Exrent of Default, Beneficiary may, in person, by agent or by a court-
appointed receiver, regardless of the adequacy of Beneficiary’s security, enter upon and take
and maintain full control of the Property in order to perform all acts necessary and
appropriate for the operation and maintenance thereof in the same manner and to the same
extent as Grantor cbulcl,do'.the-.:same, including, without himitation, the execution,
enforcement, cancellation and modification of Leases, the collection of all Rents of the
Property, the removal and eviction of tenants and other occupants, the making of alterations
and repairs to the Property and the éxecution and termination of contracts providing for
management or maintenance ‘of the Property, all on such terms as are deemed best by
Beneficiary to protect the security of this Deed of Trust. From and after any Event of
Default, if any owner of the Property shall occupy the Property or part thereof such owner
shall pay to Beneficiary in advance on the first day of each month a reasonable rental for the
space 5o occupied, and upon failure so to'do Beneficiary shall be entitled to remove such
owner from the Property by any appropriate action or proceedings. Following an Event of
Default, Beneficiary shall be entitled (regardless of the adequacy of Beneficiary’s security) to
the appointment of a receiver, Grantor hereby consentmg to the appointment of such receiver.

Said receiver may serve without bond an_d may be Beneficiary or an employee of
Beneficiary. The receiver shall have, in addition to all the rights and powers customarily
given to and exercised by such receivers, all the rights and powers granted to Beneficiary in
this Section 6. Beneficiary or the receiver shall be entltled to recewe a reasonable fee for so
managing the Property. R

6.6  Application of Rents

All Rents collected subsequent to delivery of written notice by Beneficiary to Grantor
of an Event of Default shall be applied first to the costs, if any, of taking control of and
managing the Property and collecting the Rents, including, without limitation, attoreys’ fees,
receiver’s fees, premiums on receiver’s bonds, costs of maintenance and repairs to the
Property, premiums on insurance policies, taxes, assessments and other charges onthe .
Property, and the costs of discharging any obligation or liability of Grantor under the Leases,
and then to other Secured Obligations. Beneficiary or the receiver shall be liable to accomlt
only for those Rents actually received. Beneficiary shall not be liable to Grantor, anyone
claiming under or through Grantor or anyone having an interest in the Property by reason. of
anything done or left undone by Beneficiary under this Section. -
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" 6.7  Deficiencies

# # To the extent, if any, that the costs of taking control of and managing the Property,
collecting: the Rents, and discharging obligations and liabilities of Grantor under the Leases,
exceed the Rents of the Property, the excess sums expended for such purposes, plus interest,
shall constitute a Secured Obligation. Such excess sums shall be payable upon demand by
Beneficiary and shall bear interest from the date of disbursement at the lesser of the Default
Rate or the maxmmm rate permitted by law.

6.8 Beneﬁclary Not Mortgagee in Possession

Nothing herem §_ha11 ..cqnsftlmte Beneficiary a “mortgagee 1n possession” prior to ifs
actual entry upon and taking possession of the Property. Entry upon and taking possession by
a receiver shall not constitute possession by Beneficiary.

69  Enforcement -

Beneficiary may enfor(:e ﬂns ass:gnment without first resorting to or exhausting any
secunty or collateral for the Secured Obhgatlons

7. [RESERVED]
8. EVENTS OF DEFAULT
8.1  Events of Default
Any one or more of the followng i1s an ;‘Eveﬁt of Default”

(a) Grantor fails to make any payment under the Note or any Secured Obligation
when due.

(b)  There is a default under any of the Permitted Excepuons if not cured within
any cure period given in the Permitted Exceptions. : :

() There is an Event of Default as defined in the Loan Agreement or any of the
other Loan Documents. -

(d)  There is an Event of Default under the Indemnity Agreement

(e) Grantor fails to perform any other covenant, agreement or obhgatlon under
this Deed of Trust or any of the other Loan Documents to which it is a party, if not cured
within the time allowed.
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S (e) A decree or order is entered for the appointment of a trustee, receiver or
o hqmdator for Grantor or any guarantor or the property of Grautor or any guarantor.

\ (f) ' Grantor or any guarantor makes an assignment for the benefit of its creditors,
or'admits in wntmg its inability to pay its debts generally as they become due.

(g) : tThel.l'C__iS an attachment, execution or other judicial seizure of any property of
Grantor or any guarantor and such seizure is not discharged within ten days.
82  Inapplicability of Cure Periods

All cure periods provided in this Deed of Trust or the other Loan Documents shall be
inapplicable if, in Beneficiary’s reasonable judgment, the default is not capable of being
cured within the time allowed, or a delay in Beneficiary’s enforcement of its rights and
remedies is likely to result in a matenal impairment of its security.

83 Formof Notlce e

At Beneficiary’s option, any:;n;'._ﬁfte_n notice of default given to Grantor under
Section 8.1 may be given in the form of a statutory notice of default under the Washington
Deed of Trust Act or any other form as Beneficiary may elect.

9.  REMEDIES -
9.1  Acceleration Upon Default; Additional Remedies

Upon any Event of Default, Beneficiary iﬁay, at 1tsopt10n and without notice to or
demand upon Grantor, exercise any one or maore of the following actions:

(@)  Declare all the Secured Obligations iminédia't.elyqdue' and payable.

(b) Bring a court action to enforce the provisions: of thls Deed of Trust or any of
the other Loan Documents. : E

(¢)  To apply to a court of competent jurisdiction for and obtain appointment of a
receiver of the Property as a matter of strict right and without regard to: (i) the adequacy of
the security for the repayment of the Secured Obligations; (ii) the existence of a'declaration
that the Secured Obligations are immediately due and payable; or (1it) the. ﬁlmg of a nouce of
default; and Grantor consents to such appointment.

(d)  Foreclose this Deed of Trust as a mortgage.

(e) Cause any or all of the Property to be sold under the power of sale granted by
this Deed of Trust in any manner permitted by applicable law.
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(f) Obtain a deficiency judgment if the net sales proceeds of any sale of the
o Property under the power of sale granted by this Deed of Trust are insufficient to pay in full
~ all of the S_ecured Obligations.

o (g) Elect to exercise its rights with respect to the Leases and the Rents.

(h) _'Exerc;se any or all of the other rights and remedies under this Deed of Trust
and the other Loan Documents.

M -E':'cerc;ise. any other right or remedy available under law or in equity.
9.2 Prepayhiéﬁt;{_’fr_gmlimn

If the Note provides for'payment of a prepayment premium, such prepayment
premium shall be payable by Grantor with respect to any voluntary or involuntary payment of
principal under the Note before the maturity date stated in the Note, except as otherwise
specifically provided in the Loan Documents. Grantor expressly agrees that any such
principal payment made after an Event of Defanlt shall require payment of the prepayment
premium notwithstanding any acceleratton of the Note by Beneficiary.

93 Exercise of Power nf Sale

For any sale under the power of sale granted by this Deed of Trust, Beneficiary or
Trustee shall record and give all notices required by law and then, upon the expiration of such
time as is required by law, Trustee may sell the Property upon any terms and conditions
specified by Beneficiary and permitted by applicable 'law s

Trustee may postpone any sale by public annuuncement at the time and place noticed
for the sale. If the Property includes several lots or parcels, Beneﬂcwry in its discretion may
designate their order of sale or may elect to sell all of them as an entirety. The Property, real,
personal and mixed, may be sold in one parcel. To the extent any of the Property sold by the
Trustee is personal property, then Trustee shall be acting as the agent of Beneficiary in selling
such Property. Any person permitted by law to do so may purchase at any sale.

Upon any sale, Trustee will execute and deliver to the purchaser or purchasers a deed
or deeds conveying the Property sold, but without any covenant or warranty, express or
implied, and the recitals in the Trustee’s deed showing that the sale was conducted n .
compliance with all the requirements of law shall be prima facie evidence of such comphance
and conclusive evidence thereof in favor of bona fide purchasers and encumbrancms for
value.
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© 9.4 Application of Sale Proceeds

. '""E'xeept as may otherwise be required by law, the proceeds of any sale under this Deed
of Trust shal] be applied in the following priority:

(a) Payment of the costs and expenses of the sale; including, without humtation,
Trustee’s fees, reasonable legal fees and disbursements, title charges and transfer taxes, and
payment of ali""'ég(penses, habilities and advances of Trustee, together with interest on a11
advances made by Trustee from date of disbursement at the lesser of the Default Rate or the
maximum rate permitted by law.

(b) Paymgen't__'ef all sums expended by Beneficiary under the terms of this Deed of
Trust and not yet repaid, together with interest on such sums from date of disbursement at the
lesser of the Default Rate or the maxlmum rate permitted by law.

(c) Payment of all oﬂler Secured Obligations in any order that Beneficiary
chooses.

(d)  The remainder, if any,to the person or persons legally entitled to it.
9.5  Waiver of Order of Sale and Marshalling

Beneficiary shall have the right to-determine the order in which any or all portions of
the Secured Obligations are satisfied from the proceeds realized upon the exercise of any
remedies provided herein. To the fullest extent permitted by law, Grantor, any party who
consents to this Deed of Trust and any party who now or hereafler acquires a security interest
in the Property and who has actual or constructive notice liereof; hereby waives any and all
right to require marshalling of assets in connection with the exercise of any of the remedies
permitted by applicable law or provided herein, or to direct the order in which any of the
Property will be sold in the event of any sale under this Deed of Trust. -,

2.6 Nonwaiver of Defaults

The entering upon and taking possession of the Property, the collection of Rents or
the proceeds of fire and other insurance policies or compensation or awards for any taking or
damage of the Property, and the application or release thereof as herein provided, shall not
cure or waive any default or notice of default hereunder or invalidate any act done pursuant to
such notice. : o

9.7  Expenses During Redemption Period

If this Deed of Trust is foreclosed as a mortgage and the Property sold at e'fbreeldsufe =
sale, the purchaser may during any redemption period allowed, make such repairsor.. =~ . .+ ¢
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' .’!___al-ter&tions on the Property as may be reasonably necessary for the proper operation, care,

. preservation, protection and insuring thereof. Any sums so paid together with mterest

~ thereon from the time of such expenditure at the lesser of the Default Rate or the maximum
rate perm.ltted by law, shall be added to and become a part of the amount required to be paid
for redemptmn from such sale.

:.'9.8 ___'___Forecl_osnre Subject to Tenancies

Beueﬁ(:"iéiry:.shéll have the right at its option to foreclose this Deed of Trust subject to
the rights of any tenant or tenants of the Property.

929 Remedles Cumulatwe

To the extent petmjtted"hy law, every right and remedy provided in this Deed of Trust
is distinct and cumulative o all other rights or remedies under this Deed of Trust or afforded
by law or equity or any othe__r-agreéme__l__l_t between Beneficiary and Grantor, and may be
exercised concurrently, independeritly-or successively, in any order whatsoever. Beneficiary
may exercise any of its rights and remedles at its option without regard to the adequacy of its
security. : s

9.10 Beneficiary’s and Trustéé’s Expenses

Grantor shall pay all of Beneficiary’s and Trustee’s expenses incurred in any efforts to
enforce any terms of this Deed of Trust, whether or not:any suit is filed, including, without
limitation, legal fees and disbursements, foreclosure costs, title charges, and expenses
incwired in any bankruptcy, reorganization, liquidation, receivership or similar proceeding.
All such sums, with interest thereon, shall be additional indebtedness of Grantor secured by
this Deed of Trust. Such sums shall be immediately due and payable and shall bear interest
from the date of disbursement at the lesser of the Default Rate or the maximum rate permitted
by law.

10. GENERAL
10.1 No Offset

Grantor’s obligation to timely pay and perform all obligations under thé Note, this
Deed of Trust, and the other Loan Documents shall be absolute and unconditional and shall
not be affected by any event or circumstance; including, without limitation, any setoﬂ’
counterclaim, abatement, suspension, recoupment, deduction, defense or any other i ght that
Grantor or any guarantor may have or claim against Beneficiary or any other person-or entlty
The foregoing shall not constitute a waiver of any claim or demand which Granter or any '
guarantor may have in damages or otherwise against Beneficiary or any other person or -
entity; provided that Grantor shall maintain a separate action thereon.
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o102 Application of Payments

A '""E'x;.:"e:pt as applicable law or this Deed of Trust may otherwise provide, all payments
received by Beneficiary under the Note or this Deed of Trust may be applied by Beneficiary
to '=t]q_{e=-_‘.5__écu_'red"_ Obligations in such order as Beneficiary, at its option, may determine.

103 'Appraisal Costs

In the event the Financial Institutions Reform, Recovery, and Enforcement Act, as
amended, any regulatory agency, or any internal policy of Beneficiary requires Beneficiary to
obtain an appraisal of the Property, Grantor shall reimburse Beneficiary on demand for
payment of the costs.of suchfappra,isal.

104 Imposmon of Tax
For purposes of thls Sectlon “Tax” shall mean:

(a) a specific tax on deeds oi: _trust or on all or any part of the indebtedness secured by
a deed of trust; or (b) a specific tax on the owner of the Property covered by a deed of trust
which the taxpayer is authorized or required to deduct from payments on the deed of trust; or
(c) a tax on property covered by a deed of trust chargeable against a beneficiary or trustee
under the deed of trust or the holder of the note secured by the deed of trust; or (d) a specific
tax (other than an income tax or a gross receipts tax) on all or any portion of the obligations
secured hereby or on payments of principal and interest. made by a grantor under a deed of
trust. If any Tax is enacted subsequent to the date of this Deed of Trust, enactment of the Tax
shall constitute an Event of Default, and Beneficiary may exercise any or all of the remedies
available to it upon the occurrence of any Event of Default, unless the following conditions
are met: (i) Grantor may lawfully pay the Tax without | causmg any resulting economic
disadvantage or increase of tax to Beneficiary or Trustee; and (i1) Grantor pays the Tax
(including any tax on the payment made) within 30 days aﬂer notlce ﬁ'om Beneficiary that the
tax law has been enacted.

10.5 Reconveyance

Upon payment of all Secured Obligations, Beneficiary shall request Trustee o
reconvey the Property and shall surrender this Deed of Trust and all notes ewdencmg the
Secured Obligations to Trustee. Trustee shall reconvey the Property without warranty to the
person or persons legally entitled thereto. The grantee in any reconveyance. may be described
as the “person or persons legally entitled thereto,” and the recitals therein of any matters or,
facts shall be conclusive proof of the truthfulness thereof. Such person or persons shall pay
Trustee’s reasonable costs incurred in so reconveying the Property.
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" 10.6  Successor Trustee

" Inaccordance with applicable law, Beneficiary may from time to time appoint a
successor frustee to any Trustee appointed hereunder. Without conveyance of the Property,
the successor-trustee shall succeed to all the title, power and duties conferred upon the
Trustee !1erem and by applicable law.

10.7 B_engﬁcmry s Powers

Without affecting the liability of any person for payment or performance of the
Secured Obligations or any of Beneficiary’s rights or remedies, Beneficiary, at its option, may
extend the tume for payment of the Secured Obligations or any part thereof, reduce payment
thereon, release anyone Lable thereon, accept a renewal note or notes therefor, modify the
terms and time of payment thereof, release the lien of this Deed of Trust on any part of the
Property, take or release other or-additional security, release or reconvey or cause to be
released or reconveyed all or any part of the Property, or consent and/or cause Trustee to
consent to the making of any map or plat of the Property, consent or cause Trustee to consent
to the granting of any easement or creating any restriction on the Propetty, or join or cause
Trustee to join in any subordmat:lon or other agreement affecting this Deed of Trust or the
lien or charge hereof. : .

Grantor shall pay Beneficiary a reasonable service charge, together with such title
insurance premiums and attorneys’ fees as may be- mcm‘red at Beneficiary’s option, for any
such action 1f taken at Grantor’s request. -

10.8 Subdivision

Grantor hereby consents to a subdivision of t]:i;:_e "Propertin;if Beneficiary, in its sole
discretion, detenmnines that a subdivision of the Property is-nécessary or desirable to preserve
the lien of this Deed of Trust, or to permit Beneficiary to foreclose on only a portion of the

Property.
10.9 Subrogation

Beneficiary shall be subrogated for further security to the lién. althoiigh released of
record, of any and all encumbrances discharged, in whole or 1n part, by the proceeds of the
Note or any other indebtedness secured hereby. R

10.10 Limitation on Interest and Charges

The interest, fees and charges under the Loan Documents shall not exceed the -
maximum amounts permitted by any applicable law. If any such interest, fee or charge
exceeds the maximum, the interest, fee or charge shall be reduced by the excess and any_ -
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' .’l__exbes’s'. amounts already collected from Grantor shall be refunded. Beneficiary may refund

._such excess either by treating the excess as a prepayment of principal under the Note or by

" making a ditect payment to Grantor. If Beneficiary elects to treat the excess as a prepayment
of principa'l Grantor shall not be obligated to pay any prepayment premium required under
the Note. ‘The prov1310ns of this Section shall control over any inconsistent provision in the
Loan Documents

10.11 Ad-dmﬁnal Documents; Power of Atiorney

Grantor, fromtime to time, shall execute, acknowledge and deliver to Beneficiary
upon request, and hereby irrevocably appoints Beneficiary its attorney-in-fact, exercisable
upon an Event of Default, to-execute, acknowledge, deliver and if appropriate file and record,
such security agreements, assignments for security purposes, assignments absolute, financing
statements, affidavits, certificates and other documents, in form and substance satisfactory to
Beneficiary, as Beneﬁcmry may Teqilest in order to perfect, preserve, continue, extend in time
or maintain the assignments herein contained, the lien and security interest under this Deed of
Trust, and the priority thereof: Gfantor shall pay to Beneficiary upon request therefor all
costs and expenses incurred in connectmn w1t11 the preparation, execution, recording and
filing of any such document.

10.12 Waiver of Statute of 'L_ilﬁitations

To the full extent Grantor may do 50, G:rantor -li_erg:by waives the right to assert any
statute of limitations as a defense to the enforcement of'the lien of this Deed of Trust or to
any action brought to enforce the Note or any other Qbhgatlon secured by this Deed of Trust.

10.13 Forbearance by Beneficiary Not a Walver

Any forbearance by Beneficiary in exercising any-ﬂg_h_t- or remedy hereunder, or
otherwise afforded by applicable law, shall not be a waiver of or preclude the exercise of any
right or remedy, and no waiver by Beneficiary of any particular default shail constitute a
waiver of any other default or of any similar default in the future.. Without limiting the
geuerality of the foregoing, the acceptance by Beneﬁcia.ry of payment of any of the Secured
Obligations after the due date thereof shail not be a waiver of Beneﬁcmxy ] right to either
require prompt payment when due of all other sums so secured or to- declare a default for
failure to make prompt payment. The procurement of insurance or the payment of taxes or
other liens or charges by Beneficiary shall not be a waiver of Beneficiary’s right to accelerate
the maturity of the indebtedness secured by this Deed of Trust, nor shall Beneficiary’s recelpt
of any awards, proceeds or damages under Sections 2.3 and 2.7 operate to cure or-waive.
Grantor’s default in payment of the Secured Obligations. :
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10 14 Entire Agreement; Modifications and Waivers

T]ns Deed of Trust, together with the other Loan Documents, constitutes the entire
undelstandmo and agreement of Grantor and Beneficiary with respect to the Loan. The Loan
Documents supercede all prior negotiations, discussions, and agreements with respect to the
Loan, may not be contradicted by evidence of any alleged oral agreement, and may not be
waived; changed discharged or terminated except by an instrument in writing signed by the
party agamst WhOIIl enforcement of any waiver, change, discharge or termination is sought.

10.15- Notlce

Any notice to, Grantor under this Deed of Trust shall be to the address noted above or
such other address as may be demgnated by Grantor in writing and shall be deemed to have
been given on the date dehvered n the case of personal delivery or, if mailed, three days after
the postmark thereof. .. .

10.16 Governing i;aﬁ;-seveifsb‘ﬂity; Captions

Except to the extent that the federal laws of the United States of America provide
Beneficiary with greater rights or remedies, this Deed of Trust shall be governed by the laws
of the State of Washington. If any provision or clause of this Deed of Trust conflicts with
applicable law, such conflicts shall not affect other provisions or clauses hereof which can be
given effect without the conflicting provision, and 10 this end the provisions hereof are
declared to be severable. The captions and headmgs of the paragraphs and Sections of this
Deed of Trust are for convenience only and are not to be used to interpret or define the
provisions hereof. -

10.17 Definitions

As used herein: the term “Grantor” means Grantor herein named, together with any
subsequent owner of the Property or any part thereof or interest therein; the term “Trustee”
means the Trustee herein named, together with any successor Trustee; and the term
“Beneficiary” means Beneficiary herein named, together with any subsequent owner or
holder of the Note or any interest therein, including pledgees, assignees and participants.

10.18 Successors and Assigns; Agents

This Deed of Trust shall bind and inure to the benefit of the parties hereto and their
respective hetrs, devisees, legatees, administrators, executors, successors and asmgns, subject
to the provisions of Section 4. In exercising any rights hereunder or taking actions pm\nded
for herein, Beneficiary and Trustee may act through their respective employees, agents or '
independent contractors as authorized by Beneficiary and Trustee. :
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’ 10 19 Number; Gender

Thas Deed of Trust shall be construed so that wherever applicable the use of the
smgular number shall include the plural number, and vice versa, and the use of any gender
shall be apphcgbl_g to all genders.

1030 “Time.
Time 18 of thé essence in connection with all obligations of Grantor herein.
10.21 Request for Notice

Grantor hefeﬁjr fequests that a copy of any notice of default and notice of sale
hereunder be mailed to 1t at 1ts address set forth at the beginming of this Deed of Trust.

10.22 Ass:gnment oi' Luan Documents

Beneficiary may ass.1gn the Loan Documents m whole or in part. Beneficiary may
make available to any proposed assignee or participant all credit and fiancial data with
respect to Granior and any guarantor-as may be in the possession of Beneficiary. Grantor
agrees to provide any additional mformatlon that any proposed assignee or participant may
reasonably request. :

10.23 Estoppel Certificate

Grantor shall, within ten days after recéipt of Beneficiary’s written request, furmsh
Beneficiary or any other party designated by Beneficiary with a written statement, duly
acknowledged, setting forth the amount of the Secured Obligations and otherwise confirming
the status of the Secured Obligations, the Property and the Loan Documents.

10.24 Certain Obligations Unsecured

Notwithstanding anything to the contrary set forth herein or any.of the Loan
Documents, this Deed of Trust shall not secure the following obligations (the “Unsecured
Obligations™): (a) any obligations evidenced by or arising under the Indemnity Agreement,
and (b) any other obligations in this Deed of Trust or in any of the other Loan Documents to
the extent that such other obligations relate specifically to the presence on the. Property of
Hazardous Materials and are the same or have the same effect as any of the obligations.
evidenced by or arising under the Indemnity Agreement. Any breach or default with-respect
to the Unsecured Obligations shall constitute an Event of Default hereunder, notwithstanding
the fact that such Unsecured Obligations are not secured by this Deed of Trust. Nothing in™
this Section shall, in itself, impair or limit Beneficiary’s right to obtain a judgment.in -
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| -"!__acbor'dance with applicable law after foreclosure for any deficiency in recovery of ail
0 obligaﬁon_s_that are secured by this Deed of Trust following foreclosure.

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

[SIGNATURE PAGE FoLLOWS]
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"IN WITNESS WHEREOF, Grantor has executed this Deed of Trust as of the date
* first-above written,

“Grantor”

QUATTRO PROPERTIES L.1.C., a Washington
limited liability company

By pa
Darrell L. Lehman,

By
- Gene Tanaka, Member
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N WITNESS WHEREOQF, Grantor has executed this Deed of Trust as of the date
first above written.

“Grantor”

QUATTRO PROPERTIES L L.C., a Washington
limited liability company

Darrell L. Lehman, Member

.. By
T e . Gene Tanaka, Member

N
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S STATE OF WASHINGTON )

COUNTYOFé)ﬁ_ag 1)

58.

=T cernfy that I know or have satisfactory evidence that Darrell L. Lehmann is the
person who appeared before me, and said person acknowledged that he signed this
instrumerit, on oath stated that he was authorized to execute the instrument and
acknowledged it as a-member of QUATTRO PROPERTIES L.L.C., a Washington limited

liability company; to be the free and voluntary act of such parties for the uses and purposes
mentioned in the instrument.

Dated: 2011.

/j e LJ

- :':_;'_Natary Public of Washingtoff
: _Remdmg at Vi Vigirn s 94
Ppmniment expires: 10 / t /L

un
\\\“ Iy,
\\\ ﬁ?\ G Ky,
QRN -’P G
~ né:..@\gs. 5*94;;"0 s
iS woTARy W
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~  STATE OF WASHINGTON )
1ALED N

 COUNTY OF, EQ%ff )

R '_I_"cei'tjfy;that T know or have satisfactory evidence that Gene Tanaka 1s the person who
appeared before me, and said person acknowledged that he signed this instrument, on oath
stated that he was authorized to execute the instrument and acknowledged it as a member of
QUATTRO PROPERTIES L 1.C., 2 Washington limited liability company, to be the free and
voluntary act of such parties for the uses and purposes mentioned in the instrument.

., 2011

e QO T it

Notary Public of Washington v

Dated:

\“\_1 28|

D G;:Rrp’,ﬁdipg at A Viwrnoa (g4

A

Ql-:;;‘bh -'.ﬁgaﬁojnhnent expires: /L WJ [/

7,
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EXHIBIT A
to Deed of Trust

Legal Description

PARCEL A

That postion of govermnmerit Lots 1 and 2 in Saction 3, Township 34 North, Range 2 East of the Willamette Meridian, lying
of a ine'which is equidistant 300 faet Southerly of and paraflel to or conceniric with the centedine of the right of
way of the Great Northem Railway Company (formerly Seattie and Northern Raitway Co.), as said centerline of said
rafiroad existed on Juna 4, 1902, and lying Southwasterly of the Old Anacastas ~ Mount Vemon Highway more commonly
rafarred to as March Point Roed and hying Easterly of that Boundary Line Adjustmant between Lioyd E. Sanderson and
Anita P. Sanderson, husbandm:lwfeandi(emn Sanderson and Caroline N. Sanderson, husband and wife; and AR.
Kinney and Vera M. Kinnéy, hirsband and wife by those instruments recorded under Auditar's File Nos. 9302260002 and
9302260003, records of Skagft'Counb,r Washingtm' and lving Northeasterly of the Primary State Highway No. 1;

TOGETHER WITH that pottion of the Easl 40 rods of the North 45 rods of the Northwest Quarter of the Southeast Quarter
of said Section 3, Tomslw.'MNmm ngezEastcftheWnllaneuemndian tying Northeast of the State Highway;

EXCEPTmatpomonofsaldGovemmentLoi1mSecbon3 Township 34 North, Range 2 East of the Willemette
Menidian, IymgSouﬂwnyufmeSouﬂmesledynghluﬁwayhnedﬂwtﬁﬂfootwndaCownymadcomrmnlyrafmed
1o as March Point Road, and lying Southerly of the approximete top of the bank to that hill above the graved pit
excavation sila assameemstadm!-‘ebnmw 1993mbangnmparhmlanydesui>edas fotlows:

Beginning at a point at the wﬁersechon of the__Wes! line of said Govemnment Lot 1 and that fine descrbed hergin as
being said top of the bank and the Northerly ine of this property description, which point bears North 17517357
East, a distance of 254 10 feet, more or Yass, from the Southwes! comer of said subdivision,

thence along said top of bank i a Northerly and Easterty direction alony the following descibed courses and

North 88°34'17" East, a distance of 83 .84 feat; North 7291944 Fast, a distance of 134.88 feet; Noeth 28°40°26"
East, a distance of 68.65 leet to a point which bears South 55°30°39 West along a fine perpendicular o the
Southwesterly right of way iine of said County road, a'distance of 55.10 feet, more of less;

thence North 55930'39" East along said perpendicutar line, adistance of 55. 19feet more ot less, o the
Southwesterly right or way line of said County road and the lemmus of this property line description,

AN% FXCEPT that poition of the above described fract of Iand Mng w:thm the following description or described
A% 10HOWS.

Begnmngatapomtonma East lina of said Sedlon:smcmsﬂs& 2faetNorﬁwﬂhe Southeast comer of said

thence North 143 4 feel 1o the Woasterdy fine of the E. Kasch Road,  ©
thence North 3522 Waest along the Westerly jine of said road, 3957 feer
thence North 76°07” West 482 feat;

thence South 582 .6 feet;

thence East 897.6 feet to the peint of beginning;

Situated in Skagit County, Washington

EXHIBIT A TO DEED OF TRUST _ PAGEL .~

12187-5285/LEGAL19506175.3 [EXECUTION COPY]

U

Skaglt County Audltor
1/19/2011 Page 37 of 38 1:23PM



 That portion of the following described tract of land lying and being Southerly of the State Highway 28 same existed on
‘November 10, 1933 to-wit:

A strf of land 250 feet wide in Govermant Lots 1 and 2, of Section 2, Township 34 North, Rangs 2 East of the Willametlte

an; belng all that part of sald Lots 1 and 2, lying batwean two ines peraliel 10 and distance, respectively, 50 fest and
.?.00 faet Southarly méasurad at right angles, from the centedine of the maln tract of the Great Northern Raltway as now
lacated and wnstructed

EXGEPTING THEREFROM all that part thereof lying Southwest of the fallowing descaribed kne:

Beginning at g pmnl in'seid Lot 2, & distance of 300 feet Southeasterly from the said canterline of main tract, as
measured at dght angles to said centerine from a point thereln, 565.4 feat distant, Northeasterly, measured along
said centerline, from the Wast fine of saki Lot 2;

Thence Nertlwaakarly al nght anglas fo said centerine 165 feet to & point 135 faet distant Southesstady from said
centering,

Thance Northwesteﬂy ln a stralghl line {o o point 50 fest distant Southeasterly from said centeriine, as maasurad
af right angles, thersto, from a point tharain 430.4 fest distant Morthe=sterly measured along sald centerlina from
the West fine of sald Lot 2

AND EXCEPT Pugst Sound and Baker Rwer Raltway
Siuatad in Skaglt County, Washlﬂgton o
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EXHDIBIT B
to Deed of Trust

Permitted Exceptions

All titlé"':ex__ceﬁt'ion permitted in the policy of title insurance issued to Beneficiary
insuring the lien of this Deed of Trust.
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