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LAND TTLE COMPANY OF SKAGIT COUNTY

DEED OF TRUST
{SECURITY AGREEMENT)

This deed of tmst (secunty agmemcnt) (hereinafter called “Deed of Trust™) is made as of March 18,
2002, among LOGAN HILL, LLC, a Washington limited liability company, whose address is 749 S.E. Pioneer
Way, Suite 202, Oak Harbor, Washmgton 98277 (hereinafter called “Grantor”); STEWART TITLE
GUARANTY COMPANY, whose address. is 700 5™ Avenue, Suite 5500, Seattle, WA 98104 (hereinafter called
“Trustee™); and PACIFIC NORTHWEST BANK, a Washington state commercial bank, whose address is 275
S.E. Pioneer Way, Oak Harbor, Washmgton 98277 (hereinafier called “Beneficiary”).

WITNESSETH

That Grantor does hereby irrevocably GRANT BARGAIN, SELL, and CONVEY TO TRUSTEE IN
TRUST, WITH POWER OF SALE, that property in the County of Skagit, State of Washington, described as
follows:

Tract “D” of Sedro Woolley Short Plat No. SW—5’¥78;'as app;'oved Tune 29, 1984, and recorded
June 29, 1984, in Volume 6 of Short Plats, page 162, under Auditor’s File No. 8406290013,
records of Skagit County, Washington; being a ‘portion of the Northeast 1/4 of the Southeast
1/4 of Section 13, Township 35 North, Range 4 East, W M :

Tax Parcel No.: 350413-4-002-07031; R36491

together with any and all buildings and improvements now or 'h:e'ré;a-ﬂer“el__‘ected thereon, including, but
not limited to, the fixtures, attachments, appliances, equipment, machinery, and other articles attached to such
buildings and improvements by Grantor, which are herein collectively called the “Pfo’pe

Together With all interests, estate or other claims, both in law and in equlty, Wthh Grantor now has or
may hereafter acquire in the Property;

Together With all easements, rights-of-way and rights used in connection'therewith' or as a means of
access thereto, and all tenements, hereditaments and appurtenances thereof and thereto, and all water rlghts and
shares of stock evidencing the same; .

Together With all right, title and interest of Grantor, now owned or hereafter acqmre'a. in and to"any
land lying within the right-of-way of any street, open or proposed, adjoining the Property;- and any and all
sidewalks, alleys, and strips and gores of land adjacent to or used in connection with the Property:- : -

Together With all right, title and interest of Grantor in and to all personal property (thé .f-‘Persbna'I o
Property™) now or hereafter owned by Grantor and now or at any time hereafter located on or at the Property or ™+
used in connection therewith, including, but not limited to, all accounts, chattel paper, deposit accounts,” ;
documents, general intangibles, instruments, investment property, letter of credit rights, goods, machinery, tools, .-~
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T iﬁéurance 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 kind), lobby and all other indoor and outdoor furniture, rugs, carpets, and other floor coverings, all
mventery related to the operatlon 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
hghtmg ﬁxtures, and office maintenance and other supplies and all proceeds thereof;

Together Wlth all right, title, and interest of Grantor in the funds deposited pursuant to Section 1.6 or
Section 1. 7

Together Wlth all the estate, interest, right, title, other claim or demand, including claims or demands
with respect to the proceeds of insurance in effect with respect thereto, which Grantor now has or may hereafter
acquire in the Property, and any and all awards made for the taking by eminent domain or by any proceeding or
purchase in lieu thereof of the.whole or any part of the Property, including, without limitation, any awards
resulting from a change of grade of streets and awards for severance damages;

Together With any and all exi_s_ﬁng 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 relatmg to any part of the Property (hereinafier collectively referred fo as
the “Leases™);

Together with all contracts, 1icéﬁs’e_s; "pe"rmits_ and agreements pertaining to or affecting the Property
including, without limitation, development, management, operating, marketing and franchise agreements and
licenses, now owned or hereafter acquired by"GranFor;'

Together With any and all guaranties uof_ 'tenant’s performance under any and all of the Leases;

Together With the immediate and continuing right to-collect and receive all of the rents, income,
receipts, revenues, issues, profits and other income of any nature now due or which may become due or to which
Grantor may now or shall hereafter (including any income of any nature coming due during any redemption
period) become entitled to or may make demand or claif for, atising or issuing from or out of the Leases or
from or out of the Property or any part thereof, including but not limited to, 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 receivable, instruments, and general
intangibles related to the 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 (all such monies, rights and claims described in this paragraph beinig. 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 0ther than the landlord under
the Leases; R

Together With all additions, accessions, replacements, substitutions, proceeds and produets of the
property described herein. : .

Subject, However, to a license hereby granted by Beneficiary to Grantor, but lumted as heremafter
provided, to collect and receive all of the Cash Collateral.

The entire estate, property, and interest hereby conveyed to Trustee may hereafter be referred to as the :

“Trust Estate.”
!WI!IIJIIINIIHI!IWLMI\IMIHMIIMIIWIN]I
200203200135
Skagit County Auditor
3/20/2002 Page 2 of 20 11 'SGAM




FOR THE PURPOSE OF SECURING:

27 Payment of indebtedness in the principal amount of $2,700,000 with interest thereon,
ewdenced by that certain promissory note of even date herewith (the “Note”) executed by Grantor, which has
beéen 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 interest rate payment terms or the balance
due on the Note and the indebtedness evidenced thereby may be indexed, adjusted, renewed, or renegotiated
without affectlng the: pnonty of this Deed of Trust.

2. Payment of all sums which may become due from Grantor or advances by Beneficiary or its
successor, with interest-thereon at the rate set forth herein, which include but are not limited to, fire and other
hazard insurance and taxes upon the real property herein described, according to the terms of this Deed of Trust;
payment by the Grantor of all attomey fees and costs incurred by 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 attorneys’ fees and costs incurred by Trustee or Beneficiary in defending the priority or validity of
this Deed of Trust or the title. to, the Property, payment by Grantor of all sums advanced by Beneficiary to or on
behalf of Grantor for the purpase of cleanng encumbrances or defects from the title to the Property described in
this Deed of Trust where Beneficjary, in'good faith, believes such encumbrances to be superior to the lien of the
Deed of Trust, including, without limitation, payment of ad valorem taxes and mechanics’ or materialmen’s liens
which may have gained priority over the lien of this Deed of Trust; payment by Grantor of all attorney fees and
costs incurred by Trustee or Beneficiary-in any bankruptcy proceedings or any reorganization or arrangement
proceeding under the United States Bankruptcy Code affecting Grantor or this Deed of Trust, and payment of all
other sums advanced by Beneficiary to protect the Trust Estate, with interest thereon at the rate set forth herein,

3 Payment of all other surné; with-interest thereon, which may hereafter be loaned to Grantor, its
successors, or assigns, by Beneficiary, when® ev1denced by a pronussory note or notes reciting that they are
secured by this Deed of Trust. . -

4. Payments of all of the obligations of Grantor under any loan agreement between Grantor and
Beneficiary related to the loan evidenced by the Note (together with al! modifications, amendments,
supplements, and exhibits thereto, the “Loan Agreement”):. .

This Deed of Trust, the Note, the Loan Agreement, and any ofher instrument given to evidence or
further secure the payment and performance of any obligation secured hereby (except for purposes of this Deed
of Trust, the Guaranty of even date which is not secured hereby). may hereaﬁer be referred to as the “Loan
Documents.”

ARTICLE L :
COVENANTS AND AGREEMENTS OF GRANTOR

Grantor hereby covenants and agrees:

11 Maintenance of the Property. The Property shall be maintained in good condition at all times.
Grantor shall promptly make all necessary repairs, replacements, and renewals so that the value of the Property
shall be maintained. Grantor shall not commit or permit any waste on the Property. Grantor.shali comply with
all laws, ordinances, regulations, and private restrictions affecting the Property. To the extent that the Property
constitutes commercial property, Grantor shall operate the Property in such manner as to prevent deterioration of
the land and improvements including fences, except for reasonable wear and tear from proper use. ‘Grantor shall
not demolish or remove any improvements from the Property without the written consent of Beneficlary

12 Required Insurance. Grantor shall at all times provide, maintain, and keep in force or cause to_ o
be provided, maintained, and kept in force, the following policies of Insurance: .
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(a) Insurance against loss or damage to the building and improvements situated on the

Property (the “Improvements™) by fire and any of the risks covered by insurance of the type now known as “All

Risk*‘including flood, boiler and machinery (but excluding earthquake), in an amount not less than 100 percent
of the full replacement cost of the Improvements (exclusive of the cost of excavations, foundations, and footings
bélow the lowest basement floor), and with not more than $10,000.00 deductible from the loss payable for any
casualty. The policies of insurance carried in accordance with this subparagraph a. shall contain the
“Replacement Cost Endorsement

(b) . Insurance against loss or damage to the Personal Property by fire and other risks
covered by msurance of the type now known as “All Risk™;

(c) o _Such other insurance and in such amounts as may, from time to time, be reasonably
required by Beneficiary and consistent with industry standards, including, without limitation, rent loss and/or
business interruption insurance; and

(d) All'policies of insurance required by the terms of this Deed of Trust shall contain an
agreed amount (coinsurance waiver) endorsement and 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 neghgenee of Grantor (if
and to the extent such agreement-is commercially available} which might otherwise result in forfeiture of said
insurance and the further agreement of the insurer waiving all rights of set-off, counterclaim, or deductions
against Grantor (Non-Contributory Standard. Mortgage Clause and Lender’s Loss Payable Endorsement - Form
438 BFU NS or CP 12- or their equivalent). .

1.3 Delivery of Policies - Paym 'ent_.ef Premiums Progeeds.

(a) All policies of insurance shall be issued by companies rated “A-X" or above by A.M.
Best Company (or a comparable rating by any comparable sticcessor rating agency) and which are legally
qualified to issue such insurance, All policies of insurance shall have attached thereto a lender’s loss payable
endorsement for the benefit of Beneficiary in form sansfactm'y to Beneficiary. Grantor shall furnish Beneficiary
with certificates of all policies of required 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 explratmt\ date.

(b) At least 30 days prior to the explratlon 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 with respect to the Property, 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 of
insurance required by this section, Beneficiary way procure such insurance or single-interest insurance for such
risks covering Beneficiary’s interest, and Grantor will pay all premiums thereon. promptly upon demand by
Beneficiary and, until such payment is made by Grantor, the amount of all such premlums shall be secured by
this Deed of Trust.

(c) In the event of loss, Grantor shall immediately notify Beneﬁciary," who may make
proof of loss if it is not made promptly by Grantor. Proceeds shall be paid directly to Beneﬁclary who. may
compromise With any insurance company and make a final seftlement 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 Property. S

1.4 Assignment of Policies Upon Foreclosure. In the event of foreclosure of this Deed of' Trust of 7 "

other transfer of title or assignment of the Trust Estate in extinguishment, in whole or in part, of the debt secured

hereby, all right, title, and interest of Grantor in and to all policies of insurance required by Section 1.2 shall o )
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inure to the benefit of and pass to the successor in interest to Grantor or the purchaser or grantee of the Trust

"'.Estate

R 5 :._ _ IndemniﬁcaﬁOH' Subrogation; Waiver of Offset.

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

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

(c) All sums payable by Grantor hereunder shall be paid without notice, demand,
counterclaim, setoff, deductipn,.or defense and without abatement, suspensnon, deferment, diminution, or
reduction; and the obligations and habﬂltles of Grantor hereunder shall in no way be released, discharged, or
otherwise affected (except as cxpressly provided herein) by reason of (i) any demage 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, comp051tmn adjustment, dissolution, liquidation, or other like
proceedmg relating 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; or (v)any other occurrence whatsoever,
whether similar or dissimilar to the foregoing and whether or not-Grantor shall have notice or knowiedge of any
of the foregoing. Except as expressly provided herein, Grantor-waives all rights now or hereafter conferred by
statute or otherwise to any abatement, suspension, deferment dlmmution or reduction of any sum secured
hereby and payable by Grantor. .

1.6 Taxes and Liens. Grantor shall pay before they become delinquent all taxes and assessments
levied against or on account of the Trust Estate and shall pay as due all claims for work done on or for services
rendered or material furnished to the Property. Grantor shall majntain the Trust Estate free of any liens having
priotity over or equal to the interest of Beneficiary under this Deed ‘of Trust 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. If a lien arises or is filed as a result of nonpayment, Grantor- shall within 15 days after the lien
arises or, if a lien is filed, within 15 days after Grantor has notice of the filing, secure the discharge of the lien or
deposit with Beneficiary cash or a sufficient corporate surety bond or other security satisfactory to Beneficiary in
an amount sufficient to discharge the lien plus any costs, attorney fees, or other’ charges that could accrue as a
result of a foreclosure or sale under the lien. The assessor or tax collector of the county in which the PrOperty is
located is authorized to deliver to Beneficiary a written statement of the property taxes. ass_ess_ed or owing at any
time. R

1.7 Reserves. During the existence of any event of default hereunder, 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 each month to Beneficiary of an amount determined by eneﬁcialy 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 time 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 required payment. If Grantor desires to carry a package plan of insurance that includes coverage in L

T
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: ._ : 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 required 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
portlon of the premium attributable to the required insurance coverage. If the blanket policy does not permit
such partial -payment, Beneficiary may use the reserve funds for the premium on a new, separate policy
prov1dmg the required insurance coverage and allow the package policy to lapse. Beneficiary shall not charge a
service chargé for.collecting reserves and paying taxes and insurance premiums. The reserves shall not
constitute atrust. 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
interest on reserves, unless apphcable statutes require payment of interest notwithstanding any contrary
agreement.

1.8 Expendltures by Beneficiary. If Grantor shall fail to comply with any provision of this Deed
of Trust, Beneficiary may, at’its option;, on Grantor’s behalf take the required action and any amount that it
expends in so doing shall be added to the indebtedness secured hereby. Amounts so added shall be payable on
demand with interest at the rate-specifiéd in the Note, if more than one interest rate is applicable, to portions of
the unpaid balance at the highest: rate ‘applicable to any portion of the principal balance of the Note (the “Note
Rate”) from the date of expenditure. .The rights provided for in this section shall be in addition to any other

rights or any remedies to which Benefimary may be entitled on account of the default and Beneficiary shall not
by taking the required action cure the default so as to bar it from any remedy that it otherwise would have had.

1.9 Utilities. Grantor shall pay or ca'use 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 to the Trust Estate and all other assessments or charges of a
similar nature, whether public or private, affecting the Trust Bstate or any portion thereof, whether or not such
assessments or charges are liens thereon.

1.10 Warranty; Defense of Title. Grantor Wan‘ants that Grantor holds merchantable title to the
Property in fee simple, free of all encumbrances other than the encumbrances described on Exhibit A attached
hereto (hereinafter referred to as “Permitted Encumbrances”). Grantor ‘warrants and will forever defend the title
against the claims, other than Permitted Encumbrances, of all persons. In the event any action or proceeding is
commenced that questions Grantor’s title or the interest of Beneficiary undér 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
defanit or foreclose any Permitted Encumbrance which is a lien. :

L.11 Condemnation. 1If all or any part of the Trust Estate is condemned, Beneficiary may at its
election require that all or any portion of the net proceeds of the award be applied on the indebtedness secured
hereby. The net proceeds of the award shall mean the award after payment of all reasonable costs, 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 necessary to defend
the action and obtain the award. Grantor hereby assigns to Beneficiary the net proceeds of any condemnatlon
award.

1.12  Imposition of Tax. The following shall constitute taxes to which this paragrapl"l_'apbl'ie$:l _

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

(b) A specific tax on the owner of property covered by a deed of trust which the taxpa)’er

is authorized or required to deduct from payments on the deed of tr<*
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L (©) A tax on premises covered by a deed of trust chargeable against Beneficiary under the
o dced of trust or the holder of the note secured.

: (d) A specific tax on all or any portion of the indebtedness secured hereby or on
payments of prmmpal and interest made by a Grantor under a deed of trust.

I any federal state, or local tax to which this paragraph applies is enacted subsequent to the date of this
Deed of Trust, .this-shall have the same effect as a default and Beneficiary may exercise any or all of the
remedies a\(mlable to it-in the event of a default unless the following conditions are met:

(a) e Grantor may lawfully pay the tax or charge imposed; and

(b) Grantor pays the tax or charge within 30 days after notice from Beneficiary that the
tax law has been enacted. . .-

1.13 Insmctiohs;’ _Thaihfseﬁeﬁcia;y, or its agents, representatives or workmen, are authorized to
enter at any reasonable time upor 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. :

1.14  No Waiver. By “a(::-ceptitlg.- p‘éiy_rﬁent of any obligation herein mentioned after its due date,
Beneficiary does not waive its right either to require prompt payment when due of all other obligations herein
mentioned or to declare default for failure so to'pay, .~

1.15  Accounting. 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 Grantor, 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. At the request of Beneficiary, Grantor will, at its own
cost and expense, furnish to Beneficiary within 90 days after the end of each fiscal year, annual financial
statements of Grantor and copies of the balance sheet and-operating statements relating to the Property for such
year, in reasonable detail and in form and substance satisfactory to Beneficiary. In addition, at the request of
Beneficiary, Grantor shall furnish Beneficiary, within 30 days from the end of each calendar month, a rent roll,
including but not limited to a listing of each tenant, the space occupied, the amount of rent and the expiration of
the lease, together with unaudited statements setting forth rental.income (itemized as to source, itemized
operating expenses, and net income before federal income taxes) relating to the Property for such month,
certified to as being correct by Grantor. 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. A

1.16  Repayment of Advances. Upon receipt of notice, the Grantor shall repay lmmed.lately all sums
expended or advanced hereunder by or on behalf of Beneficiary or Trustee, with interest from the date of such
advance oOr expenditure at the Note Rate, and the repayment thereof shall be secured hereby. -Failure to repay
such expenditure or advance and interest thereon within 10 days of such notice will,-at. Beneﬁmary s option,
constitute an event of default hereunder; or Beneficiary may, at its option, commence an’action against Grantor
for the recovery of such expenditure or advance and interest thereon, and in such event Grantor agrees to.pay, in
addition to the amount of such expenditure or advance, all costs and expenses incurred in such actlon, togather
with a reasonable attorney’s fee at trial and on appeal.

117  Use of Property. The Property is not used principalty or primarily for agncultural or grazmg .
purposes and this Deed of Trust does not secure an obligation incurred primarily for personal, famﬂy or -

1wugmgmmwnmwwww
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ARTICLE II.
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 at the Property, including without limitation any and all property of similar type
or kind hereafter Iocated on or at the Property for the purpose of securing all obligations of Grantor contained in
any of the Loan Documents, (b) the Cash Collateral, and (c) all other Property in which a security interest may
be granted under the Uniform Commercial Code - Secured Transactions of Washington (collectively, the
“Secured Property™). The Secured Property does not include any of the inventory, equipment, fixtures, and other
personal property (mclud:lng proceeds of the foregoing) located on or at the Property that are not owned by
Grantor.

22 Warra.nnes, Representatlons, and Covenants of Grantor. Grantor hereby warrants, represents
and covenants as follows: -

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

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

{c) The Secured Property-- is not used “or bought for personal, family or household
purposes. T

{d) The Personal Property will be kept on orat the Property and Grantor will not remove
the Personal Property from the Property without the prior written consent of Beneficiary, except such portions or
items of Personal Property which are consumed or worn out in ordinary usage, all of which shall be promptly
replaced by Grantor with an article of equal suitability owned by: Grantor free and clear of any lien or security
interest except such as may be approved in writing by Beneﬁcnary :

(e) Grantor is organized under the laws of the State of Washmgton and Grantor will not
change its jurisdiction of organization without giving Beneficiary at least 30 days prior written notice.

® At the request of Beneficiary, Grantor will join Beneﬁclary in executmg one or more
financing statements and renewals and amendments thereof pursuant to the Uniform Commercial Code -
Secured Transactions 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 demrable

€3] All covenants and obligations of Grantor contained herein relatmg to the Trust Estate
shall be deemed to apply to the Secured Property whether or not expressly referred to herein. .

h) This Deed of Trust constitutes a security agreement as that term is used m the
Uniform Commercial Code — Secured Transactions of Washington. :

2.3 Fixture Filing. This Deed of Trust constitutes a financing statement filed as a ﬁxtureﬁhngm

the Official Records of the County in which the Property is located with respect to any and all fixture$ included .~
within the term “Trust Estate” as used herein and with respect to any goods or other personal property that! may L

now or hereafter become such fixtures.
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ARTICLE III.
ASSIGNMENT OF LEASES AND RENTS

3 17 Assignment. Grantor hereby assigns to Beneficiary and grants to Beneficiary a security
interest.in all Leases as security for performance of all obligations secured by this Deed of Trust.

L32e : Co'vgnants of Performance. Grantor covenants 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 Beneﬁcmry of any fatlure 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 shali enforce the performance 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 any action or proceedmg arising under, occurring
out of, or in any manner connected with the Leases or the obligations, duties, or liabilities of Grantor or any
tenant thereunder at the expense of Grantor.

3.3 Prior Approval for Actlons Aﬁectmg Leases. Grantor, without the prior written consent of

Beneficiary, further covenants and agrees as follows:

(a) Grantor shall not receive or collect-any Cash Collateral 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 securlty mterest in, or otherwise encumber or assign
future payments of Cash Collateral, . . .

(b) Grantor shall not waive, forgive, excuse, condone, discount, set off, corapromise, or
in any manner release or discharge any tenant under any Leases having 4 term in excess of one year of or from
any obligations, covenants, conditions, and agreements by such tenant to‘be. kept, observed, and performed,
including the obligation to pay the Cash Collateral thereunder in the manner and at the place and time specified
therein. : _

(c) Grantor shall not cancel, terminate, ot 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 summary proceedings for
dispossession of the tenant under any such Leases, nor exercise any right 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 ift 'exeese of 'one year, nor
renew or extend the term of any Leases of the Property other than month-to-month rental agreements unless an
option therefor was originally so reserved by tenants in the Leases.

34 Rejection of Leases. Grantor further covenants and agrees as follows;

(a) In the event any tenant under the Leases should become the subject of any-p':oc'e_ediﬁg “

under the United States Bankruptcy Code or any other federal, state or local statute which providés. 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 written consént-of
Beneficiary, which shall not be unreasonably withheld.

5. T
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B (b) Grantor will request that any check in payment of damages for rejection or
o temnnatlon of any such Lease will be made payable both to the Grantor and Beneficiary.

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

3.5: Llcense to Collect Cash Collateral. As long as there shall exist no default by Grantor
hereunder, Grantor shall have the right under a license granted hereby (but limited as provided herein) to collect,
but not prior to accrual; all'of the Cash Collateral arising from or out of said Leases or any renewals, extensions
and replacements thereat or from or out of the Property or any part thereof. Grantor shall receive such Cash
Collateral and hold the Cash Collateral, together with the right and license herein granted as a trust fund to be
applied, and Grantor hereby-covenants to 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
insurance, maintenance and repairs réguired by the terms of this Deed of Trust; thirdly to satisfaction of all
obligations under the Leases; and fourthly to the payment of interest, principal and any other sums becoming due
under the Note and Deed of Trust, be'fpr'e:__using any part of the same for any other purposes. Upon the
conveyance by Grantor and its successors and assigns of Grantor’s interest in the Property, all right, title, interest
and powers granted under the llcense aforesald shall automatically pass to and may be exercised by each
subsequent owner, .

~ARTICLE V.
REMEDIES UPON DEFAULT

4.1 Events of Default. Any of the followmg events shall be deemed an event of default hereunder

(a) Default shall be made in the payment of any installment of principal or interest on the
Note or any other sum secured hereby when due and any apphcable grace period shall have expired; or

(b) Grantor or any guarantor of the mdebtedness secured hereby as applicable shall file a
voluntary petition in bankruptcy or such a petition shall be flied ‘against Grantor or any guarantor and is not
dismissed within 60 days after filing; or if Grantor or any guarantor shall file any petition or answer seeking or
acquiescing in any reorganization, arrangement, composition, readjustment, liquidation, dissolution or similar
relief for itself under any present or future federal, state or other statute, law or regulatlon relating to bankruptcy,
msolvency or other relief for debtors; or shall seek or consent to or acquiesce in the appointment of any trustee,
receiver or 11qu1dator of Grantor or of all or any part of the Trust Estate; or of any or all of the royalties,
revenues, rents, issues or profits thereof, or shall make any general assignment for the beneﬁt of creditors, or
shall admit in writing its inability to pay its debts generally as they become due; or - -

{c) A court of competent jurisdiction shall enter an order, Judgm__en't_ or.decree approving a
petition filed against Grantor or any guarantor seeking any reorganization, dissolution or similar relief under any
present or future federal, state or other statute, law or regulatlon relating to bankruptcy, insolvency or other relief
for debtors, and such order, judgment or decree shall remain unvacated and unstayed for an aggregate of 60.days
(whether or not consecutive) from the first date of entry thereof, or any trustee, receiver or hquldator of Grantor
or any guarantor or of all or any part of the Trust Estate, or of any or all of the royalties, revenues, rents; issues
or profits thereof, shall be appointed without the consent or acquiescence of Grantor or any affected guaramtor )
and such appointment shall remain unvacated and unstayed for an aggregate of 60 days (whether or not"
consecutive); or

(d) A writ of execution or attachment or any similar process shall be issued or lew,ed

against all or any part of or interest in the Trust Estate, or any jur’ 7 e menetary damages shall be
WMMWWIWJMI{WWHW
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T .e'ii_tcrgd against Grantor which shall become a lien on the Trust Estate or any portion thereof or interest therein

" and such execution, attachment or similar process or judgment is not released, bonded, satisfied, vacated or

- stayed within 60 days after its entry or levy; or

. (e) There has occurred a breach of or default under any term, covenant, agreement,
condltlon provxsmn representation, or warranty contained in any of the Loan Documents or any part thereof, not
referred to in: thls Sectjon 4.1 subject to any applicable cure period specified in the Loan Documents.

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

4.2 Rights and Remedies on Default. Upon the occurrence of any event of default and at any time
thereafter, Beneficiary nay exercis'e. any one or more of the following rights and remedies:

(a) The nght at its option by notice to Grantor to declare the entire indebtedness secured
hereby immediately due and payable "

{b) Wlth respecf to°all or any part of the Property, the right to foreclose by judicial
foreclosure in accordance with apphcable law.

(c) The nght to ‘have. the Trustee sell the Trust Estate in accordance with the Deed of
Trust Act of Washington and the Uniform:Commercial Code — Secured Transactions 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,
Beneficiary may foreclose this Deed of Trust asa mortgage. The Trustee is not obligated to notify any party
hereto of a pending sale under any other deed of trust or of any action or proceeding in which Grantor, Trustee,
or Beneficiary shall be a party, unless such action or proceeding is brought by the Trustee.

(d) With respect to all or any part o:f the Trust Estate that constitutes personalty, the rights
and remedies of a secured party under the Uniform Commercial Code — Secured Transactions of Washington.

{e) The right, without notice to Grantor, to términate the license granted to Grantor to
collect the Cash Collateral without taking possession, and to 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, including reasonable attorneys’ fees, to apply the net proceeds thereof, together with any funds of
Grantor deposited with Beneficiary, upon any indebtedness secured hereby and in such order as Beneficiary may
determine. 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 such tenant or user to. Beneficiary in response to its
demand shall satisfy the obligation for which the payments are made, whether or not any proper grounds for the
demand existed.

@ The right to have a receiver appointed to take possession of 'any."o_r' a]l of the Trust
Estate, with 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 irrevocably consents to the appointment of a receiver on the terms set
forth herein. Employment by Beneficiary shall not disqualify a persen from serving as receiver: Upon takmg .
possession of all or any part of the Trust Estate, the receiver may: '

(D Use, operate, manage, control, and conduct business on the Trust Esmte, g
" mmmm\\m\mm\n\mm\m\m
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L 3] Make expendlture for all maintenance, renewals, replacements, alterations,
o addltlons and improvements to the Trust Estate as in its judgment are proper;

: 3) Insure and reinsure the Trust Estate and all risks incidental to the possession,
operatlon and management of the Trust Estate;

@ Coliect 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 shall 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 detainer;

(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,
notmthstandmg any redemption from sale, discharge, or indebtedness, satisfaction of the foreclosure decree or
issuance of any certificate of sale or deed t0 any purchaser

€))] Complete any construction in progress on the Property, and in that
connection, pay bills, borrow funds, employ contractors and make any changes in plans or specifications as the
receiver deems appropriate; or

{8) If the revenues and income are insufficient to pay expenses, the receiver may
borrow 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 th1s Deed of Trust and shall be payable by
Grantor on demand.

(2) Subject to any limitations imposed by law the nght to obtain a deficiency judgment
in the event the net sale proceeds of any foreclosure sale are msufﬁcwnt to pay the entire unpaid indebtedness
secured hereby. .

(h) Any other right or remedy previded in this D:'eéd of Tl'liS__t; the Note, any other Loan
Documents, or under law. e o

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

(@) 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 sich time as
may then be required by law and after Notice of Sale and Notice of Foreclosure having been given as réquired 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, or in separate lots or parcels or items as Trustee shall deem expedlent, and'in such
order as it may determine, at public auction to the highest bidder for cash in lawful money of the United States”
payable at the time of sale. Trustee shall deliver to such purchaser or purchasers thereof its good and sufficient

deed or deeds conveying the property so sold, but without any covenant or warranty, express or implied. The_ o

recitals in such deed of any matters or facts shall be conclusive proof of the truthfulness thereof,
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. (L)) Afier deducting all costs, fees and expenses of Trustee and of this Trust, including
o costs ‘of evidence of title and reasonable counsel fees in connection with sale, Trustee shall apply the proceeds of
sale.to payment of all sums expended under the terms hereof, not then repaid, with accrued interest, all other
sums then secured hereby and the remainder, if any, shall be paid into court in the manner provided by law.

| 44 . Sale of Personal Property. Beneficiary shall give Grantor reasonable notice of the time and
place of any-public sale of any Personal Property or of the time after which any private sale or other intended
disposition of the Personal Property is to be made. Reasonable notice shall mean notice given at least ten days
before the time of the sale or disposition.

4.5 Due.on Sale or Increase in Interest Rate on Sale. Grantor agrees and acknowledges that the
indebtedness evidenced. by the Note is personal to Grantor, and that except for the Management Agreement
between Grantor and Ad-West. Realty Services, Inc. dated as of June 1, 2001 (the “Ad-West Agreement”),
Grantor’s personal responsibility, control and management of the Property is a material inducement to
Beneficiary to agree to enter into this transaction. Any conveyance of the whole or any part of the Propetty,
whether by deed, contract, further encumbrance, or otherwise {except liens for taxes which are not yet due and
payable), lease of the same (other than a lease of any portion of the space in the improvements on the Property in
the ordinary course of business without an option to purchase), or assignment or delegation of Grantor’s control
or management of the Property (other than the existing Ad-West Agreement), without Beneficiary’s prior written
consent, or any transfer of capital stock, partnership or membership interests in Grantor without Beneficiary’s
pnor written consent {except as permitted under-Article XII, Section (i) of the Loan Agreement) shall be deemed
to increase the risk of Beneficiary, and- Beneficiary or other holder may declare the entire unpaid balance
immediately due and payable, or, at its sole option,-it'may consent to such conveyance, lease, assignment or
delegatlon of control or management of the Property, or transfer of capital stock, partnership or membership
interest in writing and may increase the interest rate on the Note, change the maturity date of the Note, modify
the loan terms, or impose whatever other conditions it shall deem necessary to compensate it for such increased
risk. Any increase in interest shall entitle the holder to increase monthly payments on the loan evidenced by the
Note so as to retire the obligation within the original stipulated time. In the event Grantor shall request the
consent of Beneficiary in accordance with the provisions of this: Section 4.5, Grantor shall deliver a written
request to Beneficiary, together with such information-as Beneficiary may reasonably request regarding such
conveyance, further encumbrance, lease, assignment or delegation of control or management of the Property, or
transfer of capital stock, partnership or membership interest and shall allow Beneficiary 30 days to evaluate such
request. In the event Beneficiary approves such conveyance, encumbrance, lease, assignment or delegation of
control or management of the Property, or transfer of capital stock, partnership or membership interest, Grantor
shall pay Beneficiary a processing fee in an amount to be determined by Beneficiary but in no event less than
$500.00 to compensate Beneficiary for its costs in processing such request. Consent as to any one transaction
shall not be deemed to be a waiver of the right to require consent to any flrther or successive transaction. The
execution and delivery by the Grantor of any limited liability company agreement, joint venture agreement,
partnership agreement, declaration of trust, option agreement, management contract, or other instrument
whereunder any person, corporation, or other entity may become entitled, directly or indirectly, to the possession
or enjoyment of the Property, or the income or other benefits derived or to be derived theréfrom, or the control or
management of the Property, shall in each case be deemed to be a conveyance or assignment of Grantor’s
interest in the Property for the purposes of this section, and shall require the prior wrltten consent of Beneﬁclary

In the event ownership of the Property or any portion thereof becomes vested in _a___perso_n -"other than
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 hérein
named, without in any way vitiating or discharging Grantor's liability hereunder or the obhgahons hereby :
secured. :

4.6 Attorney Fees. In the event suit, action, or arbitration proceeding is instituted to enforce any of e

the terms of this Deed of Trust Beneficiary shall be entitled to recover from Grantor such sum as the court or

arbitrator may adjudge reasonable as attorney fees at trial, on any appeal, and in any bankruptcy proceeding.” All o
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T .r'e':a'\sonable expenses incwred 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 iot any court action is involved, shall become a put of the indebtedness secured hereby, payable on
démand, and shall bear interest at the Note Rate from the date of expenditure until paid.

ARTICLE V.
MISCELLANEOQUS

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
contracts shall not-affect other provisions of such Loan Documents which can be given effect without the
conflicting provision, and {o this-end the provisions of the Loan Documents are declared to be severable.

52 Modlﬁcatmn Th1s instrument ¢annot be waived, changed, discharged or terminated orally, but
only by an instrument in writing sngned by the party against whom enforcement of any waiver, change,
discharge or termination is sought

5.3 Inspections and Appralsals Beneficiary or its agents may enter upon the Propetty at any
reasonable times to inspect or appraise’it, whether or not any default exists hereunder. If Grantor refuses to
petmit such inspection or appraisal, Beneﬁmary inay specifically enforce performance of this provision. Grantor
agrees to pay the cost of all appraisals required by Beneficiary in its sole discretion (a) to comply with (i) any
applicable statute or regulation, or (ji) the request or-directive (whether or not having the force of law) of any
regulatory authority with jurisdiction over Beneficiary, (b)to comply with Beneficiary’s policies concerning
appraisals, or (c) at any time afier the occurrence of an event of defauit. All such appraisal costs shail become a
part of the indebtedness secured hereby and shall be payab]e on demand together with interest thereon at the
highest rate applicable to any such indebtedness. -

54 Reconveyance by Trustee. Upon written request of Benefictary 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
reconveyance of any matters or facts shall be conclusive proof of the truthfuiness thereof. The grantee in any
reconveyance may be described as “the person or persons legally: entitled thereto

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 effective only if the same is delivered by personal service
or mailed by registered or certified mail, postage prepaid, return receipt requested, ‘addressed to the address set
forth at the beginning of this Deed of Trust. Any communication which is mailed as provided above shall be
deemed delivered 72 hours afier mailing. 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, .~

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. o .

3.7 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.

5.8 Invalidity of Certain Provisions. If the lien of this Deed of Trust is invalid or unenfc')rcealil_ézas
to any part of the debt, or if the lien is invalid or unenforceable as to any part of the Trust Estate, the unsecured

or partially secured 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 ..~ )
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. ._ . to the full payment of that portion of the debt which is not secured or fully secured by the lien of this Deed of
o Trust Fiirther, the invalidity or unenforceability of any portion or provision of this Deed of Trust shall in no

" way.affect the validity or enforceability of the remainder hereof.

# .59 . -Subrogation. To the extent that proceeds of the Note are used to pay any outstanding lien,
charge or prior encumbrance against the Trust Estate, such proceeds have been or will be advanced by
Beneficiary at Grantor’s request and Beneficiary shall be subrogated to any and all rights and liens 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 application of the doctrine of merger and, in such
event, Beneficiary shall continue to have and enjoy all of the rights and privileges of Beneficiary as to the
separate estates. 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 unless Beneficiary ‘or any purchaser at any such foreclosure sale shall so elect. No act by or on
behalf of Beneficiary or any such’purchaser shall constitute a termination of any lease or sublease uniess
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, and frustration to beneficiary in
meeting its other loan commitments. In the event that any payment or portion thereof is not paid within 15 days
after the date it is due, Beneficiary may collect; and Grantor agrees to pay with such payment, a “late charge” of
5 percent of any overdue amount as liquidated damages for the additional expense of handling such delinquent
payments, Such late charge represents the reasonable estimate of Beneficiary and the Grantor of a fair, average
compensation due to the failure of the Grantor to make timely payments. Such late charge shall be paid without
prejudice to the right of Beneficiary to collect any other amounts prov1ded to be paid or to declare a default
hereunder. . -

512 Hazardous Substances.

(a) Grantor represents and warrants to Beneficiary ‘that to the best of Grantor’s
knowledge after due and diligent inquiry, no hazardous or toxic waste Or substances are being stored on the
Property or any adjacent property nor have any such waste or Substances been stored or used on the Property or
any adjacent property prior to or during Grantor’s ownership, possession or. contro} of the Property. Grantor
agrees 1o provide written notice t0 Beneficiary unmedlately upon Grantor becoming aware that the Property or
any adjacent property, ground or surface water, or air is being or has been contaminated. with, or is being
threatened with, hazardous or toxic waste or substances. Grantor will not knowmgly cailse. nor permit any
activities or conditions on the Property which directly or indirectly could result in the Property or any other
property, ground or surface water, or air becoming contaminated with or threatened with contamination with
hazardous or toxic waste or substances, or which constitute a violation of any law or. regulatlon pertaining to
hazardous or toxic waste or substances. For purposes of this Deed of Trust, the term “hazardous or toxic waste
or substances” means any substance or material defined or designated as hazardous or toxi¢ wastes, hazardous or
toxic material, a hazardous, toxic or radioactive substance or other similar term by any applicable federal, state
or local statute, regulation or ordinance now or hereafter in effect, including without limitation the statutes hsted
below: : :

Federal Resource Conservation and Recovery Act of 1976, 42 U.S.C. Section .'
6901 et seq.
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Federal Comprehensive Environmental Response, Compensation, and Liability
Act of 1980, 42 U.S.C. Section 9601 et seq-

.. Federal Hazardous Materials Transportation Control Act, 49 U.S.C. Section 1801
5 et seq.

* - Federal Clean Air Act, 42 U.S.C. Sections 7401-7626.

“". Federal Water Pollution Control Act, Federal Clean Water Act of 1977, 33
u.s. C Sectlon 1251 et seq.

Federal II\SGCthldB Fungicide, and Rodenticide Act, 7 U.S.C. Section 136 ef seq.
Federal Tox_l_c --S_q])_sta_mces Control Act, 15 U.S.C. Section 2601 et seq.

Feder:;i s;_fe'mﬁagwm Act, 42 U S.C. Section 300(f) et seq.
Washingto:n:._:\.h_’_atel_f: PSliut_i’qn Control Act, RCW Chapter 90.48.

Washington c1eaﬁ'Ai'r" A=ct RC‘W Chapter 70.94.

Washington Solid Waste Mmagement—-Reductlon and Recycling Act, RCW
Chapter 70.95.

‘Washington Hazardous Wﬁst_e Mahagement Act, RCW Chapter 70.105,
Washington Hazardous Waste Fees Act, RCW ’Chapter 70.105A.

Washington Model Toxics Control Act, Imtlatlve 97, 1989 Laws, Chapter 2,
RCW Chapter 70.105D.

Washington Nuclear Energy and Radiation Act,‘ 'R;CW.Cha'pter 70.98.

Washington Radioactive Waste Storage and Transportatlon Act, RCW Chapter
70.99.

(b Grantor will indemnify and hold Beneficiary harmless ﬁ'om and against any and all
claims, demands, damages, costs, expenses, losses, liens, liabilities, penalties, fines and lawsuits and other
proceedings, (including attorneys® fees), arising directly or indirect]y from or out of; or in any way connected
with (i} the inaccuracy of the certifications contained herein or in any other document executed by Grantor in
connection with the loan evidenced by the Note, (ii) any activities or conditions on the Property during Grantor’s
ownership, possession or control of the Property which directly or indirectly result in the Property or any other
property, ground or surface water, or air becoming contaminated with hazardous or toxic Waste or substances,
(iii) the discovery of hazardous or toxic waste or substances on the Property, or the discovery of hazardous or
toxic waste or substances on any other property, ground or surface water, or air caused by activities or conditions
on the Property, or (iv) the clean-up of hazardous or toxic waste or substances from the Property or the clean-up
of hazardous or toxic waste or substances from any other property, ground or surface water, or air caused by
activities or conditions on the Property. Grantor acknowledges that it will be solely responsible for. all costs and
expenses relating to the investigation, clean-up or remediation of hazardous or toxic waste or substances from
the Property or from any other properties, ground or surface water, or air which become contaminated with .
hazardous or toxic waste or substances as a result of the contamination of or activities or conditions on the. =
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B (©) Beneficiary and its representatives may upon not less than ten days’ prior written
o notlce to Grantor, enter the Property at any time for the purpose of conducting an environmental audit that is
necessary in Beneficiary’s reasonable business judgment to comply with applicable banking or environmental
laws; regulations, and directives, committing only such injury to the Property as may be necessary to conduct the
environmental audit. Beneficiary shall not be required to remedy any such injury or compensate Grantor
therefor. Grantor shall cooperate in all respects in the performance of the audit. Grantor shall pay the costs of
any environmental audit if either a default exists under this Deed of Trust at the time Beneficiary arranges to
have the audit performed or the audit reveals a default pertaining to hazardous substances. If Grantor refuses to
permit Beneficiary-or its-representatives to conduct an environmental audit on the Property, Beneficiary may
specifically ‘eriforce performance of this provision.

5.13 Ha'hiiicép_ ped Access.

(a) Grantor agrees that the Property shall at all times strictly comply to the extent
applicable ~with the .-requireménts, of the Americans with Disabilities Act of 1990, the
Fair Housing Amendments Act of 1988,:all state and local laws and ordinances related to handicapped access,
and all rules, regulations, and orders issued pursuant thereto including, without limitation, the Americans with
Disabilities Act Accessibility Guidelines for Buildings and Facilities (collectively “Access Laws™). As a
condition precedent to the obllgatlon of Beneficiary to disburse any funds with respect to the loan secured
hereby, Beneficiary may require.a certificate. of Access Law compliance and indemnification in a form
reasonably acceptable to Beneficiary. Beneficiary may also require a certificate of Access Law compliance from
an architect, engineer, or other third party acceptable to Beneficiary.

() Notwithstanding any limits set forth herein or in any other document on Grantor’s
obligation to obtain Beneficiary’s approval of alterations of the Property, Grantor shall not alter the Property in
any manner which would increase Grantor’s responsibilities for compliance with the applicable Access Laws
without the prior written approval of Beneficiary.. The foregoing shall apply to tenant improvements constructed
by Grantor or by any of its tenants, Beneﬁc1ary may condition any such approval upon receipt of a certificate af
Access Law compliance from an architect, engineer, or other person acceptable to Beneficiary.

{c) Grantor agrees to give prompt notice to Beneficiary of the receipt by Grantor of any
complaints related to violation of any Access Laws and of the" commencement of any proceedings or
investigations which relate to compliance with applicable Access Laws.

(d) Grantor shall indemnify, defend, and hold harmless Beneficiary from and against any
and all claims, demands, damages, costs, expenses, losses, habﬂmes, penalhes, fines, and other proceedings
including without limitation reasonable attorney fees and expenses arising directiy or indirectly from or out of or
in any way connected with any failure of the Property to comply with applicable Access Laws. The obligations
and liabilities of Grantor under this section shall survive any termination, satisfaction, assignment, entry of a
judgment of foreclosure, delivery of trustee’s deed in a nonjudicial foreciosure proceedmg, or. dehvery of a deed
in lieu of foreclosure. .
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‘ IN WITNESS WHEREOF, Grantor has executed this Deed of Trust as of the day and year first above

-w_l'itteh-- e,
GRANTOR:

LOGAN HILL, LLC, a
Washington limited liability company

By: BRICKYARD CREEK, LL.C, a
Washington limited liability company, as Managing Member

-18 -




| Sféte-bf Wéshington )
) ss.
County of _L.‘}Lanci, )

o | cernfy that I know or have satisfactory evidence that William L. Massey is the person who appeared
before e, and said person acknowledged that he signed this instrument, on oath stated that he was authorized to
execute the instrument,-and acknowledged it as the Managing Member of Brickyard Creek, LLC, the Managing
Member of Logan Hill, LLC to be the free and voluntary act of such parties for the uses and purposes mentioned
in the instrument. '

.' No Publlc for Washm%
: Tietia (1A ice)

geg_‘?h or Stamped Namg of Notary)
iding at DAk Havboy
My appomtment expires: 104} /04

State of Washington )
) ss.

County of Z3¢2/30( )

I certify that I know or have satisfactory evidence that Louis C. Logan is the person who appeared
before me, and said person acknowledged that he signed this instrument, on oath stated that he was authorized to
execute the instrument, and acknowledged it as the Managing Member of Brickyard Creek, LLC the Managing
Member of Logan Hill, LLC, to be the free and voluntary act of such partles for the uses and purposes mentioned
in the instrument. . -

Dated: March /<), 2002.

aty PubhcforW Jlm
Tl nc e,) _
inted or Stamped Nam of Netary) -~ .
Fuatic Residingat _ /22 /2 L
16-1-2004 My appointment expires: /QZ) /(_)4- :
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EXHIBIT A
PERMITTED ENCUMBRANCES

The e:écéptions set forth in Schedule B to the Commitment for Title Insurance issued as of the
- recording date, by Stewart Title Guaranty Company. :
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