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U. S. Bank of Washington,

Nationzal Association ¥ S 9/ .
1420 Fifth Avenue, Eleventh Floor . r-t«;‘:::.;:'_” Pk
Seattle, Washington 98101 | T
Attention: Sean P. Brennan‘f, |

LAND TITLE COMPANY OF SKAGIT _
PG e 9504260117
DEED OF TRUST

This deed of trust (security agreement) (hereinafter called "Deed of Trust")
is made this 25th day of April, 1995, among LaCONNER COUNTIRY INN, LTD. A
WASINGTON LIMITED PARNTERSHIP, a Washington limited partnership, whose
address is 107 South Second Street, LaConner, ‘Washington 98257 (hereinafter called :
"Grantor"); LAND TITLE COMPANY OF SKAGIT COUNTY, whose address is P.O.
Drawer 1225, 601 Second Street, Mount Vernon, Was hington 98273 (hereinafier called
"Trustee"); and U. S. BANK OF WASHINGTON, 'NATIONAL ASSOCIATION,
whose address is 1420 Fifth Avenue, Eleventh Floor S&ttle, Washmgton 98101 (heremafter
calied "Beneficiary™”). S

WI?NESSETH{;"

That Grantor does hereby mevocably GRANT BARGAIN SELL, and
CONVEY TO TRUSTEE IN TRUST, WITH POWER OF SALE, that property in the
County of Skagit, State of Washington, described in Exhibit A attached hereto and by this
reference incorporated herein, together with any and all buildings and mpmvements now or .
hereafter erected thereon, including, but not limited to, the fixtures, attachments, appliances,
equipment, machinery, and other articles attached to such buildings and imp rovements
which are herem collectively called the "Property”; _ '

Together With all mterests estate or other claims, both in law and m eqmty,
which Grantor now has or may hereafter acquire m the Property, e

Together With all emsemems rights-of-way and rights used in connecno
therewith or as a means of access thereto, and all tenements, hereditaments and =~
appurtenances thereof and thereto, and all water nghts and shares of stock evxdencmg thef
same; ,

-

9504280117

061692/WN _ -1-

v

o 1435Pc0240

" n “ n . [ ] L] "]



Together-:With all right, title and interest of Grantor, now owned or hermfter
acquired, in and to any land- lymg within the right-of-way of any street, open or proposed,
adjcining the Property, and any and all sidewalks, alleys, and strips and gores of land
adjacent to or used in connectlon w:th the Property;

: Together ‘With al.l nght title and interest of Grantor in and to ali tangible
personal property (the "Personal Propcrty ) 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 goods ‘machinery, tools, insurance proceeds, equipment
(including fire sprinklers and alarm: systems ‘office air conditioning, heating, refrigerating,
electronic monitoring, window or structural clenmng rigs, maintenance, and all other
equipment of every kind), lobby and all other indoor and outdoor furniture, rugs, carpets,
and other floor coverings, all inventory related to the operaticn-of the Property and any
business operated thereon by Grantor, drapcnes drapcry rods and brackets, awnings,
window shades, venetian blinds, curtains; lamps, chandeliers and other lighting fixtures, and
office maintenance and other supplies and all p

thereof

Together With all right, uﬂe and mterest of Grantor in the funds deposited
pursuant to Section 1.6 or Section 1.7;

Together With all the estate, interest, rlght txtle 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 m 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 hnutauw any awards
resulting from a change of grade of streets and awards for scverance \da.magey

Together With any and all existing and future lwses (mcludmg subleases
thereof), whether written or oral, rental agreements and all future agreeme'lts for use and
occupancy, and any and all extensions, renewals and replacements. thereof, upon all or
relating to any part of the Property (heremafter collecnvely referred to as the'”‘*"Leases"),

Together With any and all guaranties of tenant’s performance inder any and
all of the Leases; -

Together With the immediate and continruing right to collect and recewe jall
of the rents, income, receipts, revenues, issues, profits and other income of any pature now
due or which may become due or to which Grantor may now or shall hereafter (mcludmg
any income of any nature coming due durmg any redemption period) . become entitled to or
may make demand or ciaim for, arising 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, addmona.l
rents, percentage rents, parking -or common area maintenance contributions, tax and g
insurance contributions, deficiency rents-and liquidated damages following default in any
Lease, all accounts receivable, instruments, and general mtanglbles related to the operation
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of the Property and any busmess operated thereon by Grantor and all proceeds thereof, and
all proceeds payable under any p hcy 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 Pronerty (all such monies, rights and claims described in
this paragraph being hereinafter cal ed "Cash Collateral"), excepting therefrom, any sums
which by the express provisions- of any of the Leases are payable directly to any
governmental authority or to any other person firm or corporation other than the landiord
under the Leases; E

Together With all addltmns accessmns, replacements, substitutions, proceeds
and products of the property descnbed herem

Subject, However, tc a hcense hereby granted by Beneficiary to Grantor, but
limited as hereinafter provided, to collect and recewe all cf the Cash Collateral.

The entire estate, property, and mterest hereby conveyed to Trustee may
hereafter be referred to as the "Trust Estate.” - - &

FOR THE PURPOSE OF SECURING

1. Payment of indebtedness in the pnnc:lpal amount of $2,315,000 with
interest thereon, evidenced by that certain promissory note of even date herewith ("Term
Note I") executed by Grantor, which has been delivered to, and is payable to, the order of
Beneficiary and which, by this reference, is made a part hereof, and any and all
" modifications, extensions and renewals thereof. The interest rate ‘payment terms or the
balance due on_ Term Note I and the indebtedness evidenced thereby may be indexed,
adjusted, renewed, or renegotiated without affecting the priority of this Deed of Tmst

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 herem ‘which
include but are not limited to, fire and other hazard insurance and taxes upon real
property herein described, according to the terms of this Deed of Trust; payment by the
Grantor of all attorney fees and costs incurred by Trustee or Beneficiary in foreclosmg this
Deed of Trust or realizing upon any of the collateral for the obligations which this Des 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 Beneﬁc:ary to or on behalf of = -
Grantor for the purpose of clearing encumbrances or defects from the title to the Property
described in this Deed of Trust where Beneficiary, in good fa:th 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 ali 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
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and payment of ail other sums advanced by Beneficnary to protect the Trust Estate, with
interest thereon at thc ra.tc set forth herein, ~

3. Payment ef all other sums, with interest thereon, which may hereafter ‘
be loaned to Grantor, its successors, or assigns, by Beneficiary, when evidenced by a
Promissory note or notes re:cmng that they are secured by this Deed of Trust.

4. Payments of of thc obligations of Grantor under the loan agreement
between Grantor and Beneficiary of even date herewith related to the loan evidenced by
Term Note I (together with ali modlﬁcatlons, amendments, supplements, and exhibits
thereto, the "Loan Agreement”); provided that this Deed of Trust shall not secure payment of -
Grantor’s obligations under the loan evxdenced by Term Note II (as defined in the Loan
Agreement). )

This Deed of Trust, Term Note I, the Loan Agreement, and any other
instrument given to evidence or further secure the payment and performance of any

obligation secured hereby may hereafter be referred to as the "Loan Documents."

COVENANTS AND AGREEMEN NTs OF GRANTOR

Grantor hereby covenants and agrees:

iamtens [ the Yroperty. Thei.Propertyshallbemamtamedm
good condition at all tlmes Grantor shall promptly make all n '-
replacements, and renewals so that the value of the Property shall be mamtmned Grantor
shall not commit or permit any waste on the Property. Grantor shall comply with all laws,
ordinances, regulations, and private restrictions affecting the Property To the extent that the
Property constitutes commercial property, Grantor shail 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 or1
improvements from the Property without the written consent ‘of Beneﬁc;a:y

1.2 Required Insyrance. Grantor shall at all times pmv]' e; malmm
and keep in force, -or cause to be provided, maintained, and kept in force, the fouowmg
policies of i msurance o

(a) Insurance against loss or damage to the bulldmg and
improvements situated on the Property (the "Improvements™) by fire and any
of the risks covered by insurance of the type now known as "broad form of
extended coverage,” in an amount not less than the greater of (i) 100 peroent )
of the full replacement cost of the Improvements (exclusive of the cost of -
excavations, foundations, and footings below the lowest basement floor), or

 (if) an amount sufficient to prevent Grantor and/or Beneficiary from becoming
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a co-insurer wnthm the terms of the applicable poacws and with not more than
$1.000.00 deductible from the loss payable for any casualty. The policies of
insurance carried in accordance with this subparagraph a. shall contain the
"Replacement Cost Endommcnt

® Insurance agamst loss or damage to the Personal Property by
fire and other risks covered by insurance of the type now known as "broad
form of extended coveragc .

© Such othcr msurancc and an such amounts as may, from time to
time, be required by Beneﬁcmry agamst the same or other hazards, mcludmg,
without limitation, business interruption insurance or insurance covering loss
of rents and flood insurance where apphcable and

(d) All policies of i msuranoe required by the terms of this Deed of
Trust shall contain an endorsement or agreement by the insurer that any loss
shall be payable in accordance with the terms of such-policy notwnhstandmg
any act or negligence of Grantor which mlght otherwxse 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 Morigage Clause and Lender’s Loss Payable Endorscment Form
438 BFU NS or CP 12- or their equivalent). i

1.3

@@ Al pohcws of insurance shall be issued by compames and in
amounts in each company satisfactory to Beneficiary. All policies of insurance
shall have attached thereto a lender’s loss payable endorsement for the benefit
of Beneficiary in form satisfactory to Beneficiary. Grantor shall furmsh
Beneficiary with an original policy of all policies of required i insurance.- If
-Beneficiary consents to Grantor providing any of the requu‘d msmrance
through blanket policies carried by Grantor and covering more than on _
location, then Grantor shall furnish Beneficiary with a certificate of i msuranoe
for each such policy setting forth the coverage, the limits of habﬂxty, the name
of the carrier, the policy number, and the expiration date.

(b) At least 30 days pror tc the expuatlon of each such pohcy,
Grantor shall fumish Beneficiary with evidence satisfactory to Beneficiary: of
‘the paymexnt of premium and the reissuance of a policy continuing msurancc m
force as reguired by this Deed of Trust. All such policies shall containa ~ - -
provision that such policies will not be canceled or materially amended, which -
term shall include any reduction in the scope or limits of coverage without at =
“Jeast 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 may procure such
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insurance or smgle-mterest insurance for such risks covering Beneficiary’s

interest, and Grantor 1 will pay all premmms thereon promptly upon demand by
Beneﬁcxa.ry and, until such payment is made by Grantor, the amount of all

such prernmms shaIl be secured by this Deed of Trust. k

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

of the Property.

siemment of Policies Unx ¢. In the event of .
foreclosure of this Deed of Trusz or other transfer of txtle or ass:gnment 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 requued by Section 1.2 shall inure to
the beaefit of and pass to the successor in mterest to Grantor or the purchaser or grantee of
the Trust Estate. - B

1.5

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

(b) Grantor waives any and all right to claim or ; ver agamst
Beneficiary, its officers, employees, agents, and representanvec for loss of or
damage to Grantor, the Trust Estate, Grantor’s property, or the proper yof .
others under Grantor’s control from any cause insured against or reqmr.d t'
be insured agamst by the provisions of this Deed of Trust. .

(c) All sums payable by Graator hereunder shall be paid w:thout
notice, demand, counterclaim, setoff, deduction, or defense and without . -~ -
abatement, suspersion, deferment, diminution, or reduction; and the B,
obligations and lizbilities of Grantor hereunder shall in no way be m‘ee.sed,
discharged, or otherwise affected (except as expressly provided herein) by
reason of (i) any damage to or destruction of or any condemnation or similar
taking of the Trust Estate or any part thereof; (ii) any restriction or pieventlon
of or interference with any use of the Trust Estaxe or any part thereof; (iii) any
title defect or encumbrance or any eviction from the Property or the
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Imprcvements or any part thereof by t1tle paramount or otherwise; (iv) any
bankruptcy,: msolvency, reorganization, composition, adjustment, dissolution,
liquidation, or other like proceedmg relating to Beneficiary, or any action
taken with ct to this 1 Deed of Trust by any trustee or receiver of
Beneficiary, or by any court in any.such proceeding; (v) any claim which
Grantor has or might have against Beneficiary; (vi) any default or failure on
the part of Beneficiary to perform or comply with any of the terms hereof or
of any other agreement with' Glantor or (vii) any other occurrence
whatsoever, whether sundar or dissimilar to the foregoing and whether or not
Grantor shall have notice or knowledge of any of the foregoing. - Except as
expressly provided herein, Grantor waives all rights now or hereafter
conferred by statute or otherwxse to any abatement, suspension, deferment,
diminution, or reduction of a.ny sum secured hereby and payable by Grantor.

1.6 w Gzantor ahall 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.
Special assessments shall be paid currently, without deferral unless the lien for deferred
assessments is subordinate to the interest of Beneﬁmary under this Deed of Trust, or
Beneficiary gives its prior written consent to the deferral Gmntor shali maintain the Trust
Estate free of any liens having priority 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 hemmafter othemase provided. ' Grantor
may withhold payment of any tax, assessment, or claim in- connectxon 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 cosis, 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 r.he county in which
the Property is located is authorized to deliver to Beneficiary a written’ smxem:ent of the
property taxes assessed or owing at any time. . o

1.7 Reserves., If Grantor and Beneﬁcmry do not othermse *expressly agree
in writing, 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 Beneﬁcmy to
be sufficient to produce by the date they are-due amounts equal to the estimated taxes and =
insurance premmms to be pmd If at the time that payments are to be made the reserve fo
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 requu'ed payment.
If Grantor desires to carry a package plan of insurance that includes coverage in addition to’
that required under this Deed of Trust, Beneficiary, if allowed by law, may at its option
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establish and admuuster a reserve for that purpose. In such event the premium attributabie
to the required insurance’ coverage shall be quoted separately, and Beneficiary may permit
Grantor to furnish a certificate of i insurance rather than deposxt 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 p hcy, Beneficiary mazy, at its discretion, pay only that -
portion of the premium attributable to the required insurance coverage. If the blanket policy -
does not permit such partial payment, Beneﬁcwry may use the reserve funds for the premium
on a new, separate policy provxdmg the :equued insurance coverage and allow the package
policy to lapse. Beneficiary shall not charge a service charge for collecting reserves and
paying taxes and insurance premiums.. The reserves shall not constitute a trust. Grantor
agrees that Beneficiary may commingle reserve funds with other funds of 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 i .ierest
notwithstanding any contrary agreement

1.8 s by Benef . If Grantor shall fail to comply with _
any provision of this Dwd of Trust Beneﬁcxary may, at its option, on Grantor's behalf take
the required action and any amourt that it expends in so domg shall be added to the
indebtedness secured hereby. Amounts so added shail be payable on demand with interest at
the rate specified in Term Note I, or if more than one mterest rate is applicable, to portions
of the unpaid balance at the highest rate applicable to any portlon of the principal balance of
Term Note I (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 Beneficiary may be -
entitled on account of the default, and Beneficiary shall not by ta "f;;fg the required action cure
the default so as to bar it from any remedy that it otherwise wonld have had.

1.9 Utilities. Grantor shall pay or cause te b-e pam wben due all utility
charges which are incurred by Grantor for the berefit 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 Estate or any portion t.hereof whether or not
such assessments or charges are hens thereon. .

1.10 Warranty; Defense of Title. Grantor warrants that Grantor ho]ds
merchantable title to the Property in fee simple, free of all encumbrances cther than the
encumbrances described on Exhibit B aiiached hereto (hereinafter referred to as "Petted
Encumbrances™). Grantor warrants and will forever defend the title against the cla1ms other
than Permitted Encumbrances, of all persons. In the event any action or proceedmg is . .
commenced that questions Grantor’s title or the interest of Beneficiary under this Deed of
“Trust, Grantor shall defend the action at Grantor’s expense. If any Permitted Encumbrance
is a lien, Grantor shall pay ‘any sums and do any other acts necessary to prevent a default or
prevent any:action or condition which with the lapse of time, the giving of notice, or any
other action of a creditor, would be a default or enable any creditor to declare a defau]t or
foreclose any Permitted Encumbrance which is a lien. ;
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demnation. If all or any part of the Trust Estate is condemned,
Beneficiary may at its election require that all or any portion of the net proceeds of the
award be applied on the indebtedness secured hereby. The nct 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 Beueﬁcla.fy 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

ihe net proceeds of any condemnatlonaw

1.12
paragraph applies:

Thefo‘lowmg shall constitute taxes to which this

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

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

tc) " A tax on premises covered byadeedftrustchatgmble against
Beneficiary under the deed of trust or the holder of the note secured.

(d) A specific tax on all or any portixi__kof thcmdebtedness secured

sereby or on payments of principal and interest made by a Grantor under

If 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 available to it in the event of & default unless the |
following conditions are mei:

‘(a)  Grantor may lawfully pay the tax or charge 1mpo

()  Grantor pays the tax or charge within 30 days afternoncefrom
Beneficiary that the tax law has been enacted.

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

o 1.14 Eg_m By accepting payment of any obligation herein mtmned
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 1o pay. P
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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 relatmg to the Property. Grantor shall permit Beneficiary to examine the
books of account and other recerds of Grantor, to discuss the affairs, finances and accounts
of Grantor and to be mformed 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 Beneﬁcnary within 80 days after the end of each fiscal year, -
annual financial statements of Grantor and copies of the balance sheez and operating -
statements relating to the Prope for such year, in reasonable detail and in form and
substance satisfactory to Beneficiary. In the event Grantor fails to furnish any of the
financial statements hereinabove requxred Beneficiary may cause an audit to be made of
Grantor s books and records, at Grantor S sole cost and expense.

1.16 Repavme ' Advances. Upon receipt of notice, the Grantor shall
repay immediately all sums expended or advanced hereunder by or on behalf of Beneficiary
or Trustee, with interest from the date of such advance or expenditure at Term Note I Rate,
and the repayment thereof shall be secursd hereby Failure to repay such expenditure or
advance and interest thereon within 19 days of such nence will, at Beneficiary’s option,
constitute an event of default hereunder; or Beneficiary ‘may, at its option, commence an
action against Grantor for the recovery of such expendnure 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 together with a reasonable attomey’s
fee at trial and on appeal. s

1.17 Use of Property, The Pmperty is not usedwiprmcxpally for farming or
agricultural purposes -

"ARTICLE I

2.1  Creation of SM terest. Grantor hereby to;%%:Beneﬁc:ary ‘
a security interest in (a) the Personal Property located on or at the Property, ;ncludmg

without limitation any and all property of similar type or kind hereafter’ located on or at the
Property for the purpose of securing all obligations of Granior contained in. any of the Loan .
Documents, (b) the Cash Collateral, and (c) all other Property in which a secunty mterest
may be granted under the Uniform Commercial Code of Washmgton (collecnvely, the
. "Secured Property"). , Lo s W

hereby ‘warrants, represents and covenants as follows: Ay

@ Except for the security interest granted hereby or permitted by
the Loan Agreement, Grantor is, and as to portions of the Secured Prope:ty to™ .

-

Y
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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 therson of any kind whatsoever. -Grantor will notify
Beneficiary of, and will defend the Secured Property against, ail claims and
demands of all persons at any time claiming the same or any interest therein. -

®) Grantorwxllnot lease, sell, convey or in any manner transfer
the Secured Property without the prior written consent of Beneficiary.

©  The Secured Proj rty is not used or bought for personal, family
‘or household purposes. ’ '

(d  The Personal Property will be kept on or at 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 Beneficiary. - ‘

(¢)  Grantor maintains a place ofbusmessmthe State of
Washington, and Grantor will immediately notify Beneficiary in writing of any
change in its place of business. :

® At the request of Beneficiary, Grantor will join Beneficiary in
executing one or more financing statements and renewals and amendments
thereof pursuant to the Uniform Commercial Code of Washington in form
satisfactory to Beneficiary, and will pay the cost of filing the same in all
public offices wherever filing is deemed by Beneficiary to be necessary or
desirable.

. (g)  All covenants and obligations of Grantor contamedherem
relating to the Trust Estate shall be deemed to apply to the Secured Prop:
whether or not expressly referred to herein. | e

(h)  This Deed of Trust constitutes a security agreemehf‘; s that term
;s used in the Uniform Commercial Code of Washington. ra ;o

. . ARTICLE I
ASSIGNMENT OF LEASES AND RENTS

3.1 Assignment. Grantor hereby _assigns to Bengﬁcxary' and grantsto |
Beneficiary a security interest in dll Leases as security for performance of all obligations .~
secured by this Deed of Trust. ‘ , e
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Grantor represents and warrants
as follows:

@) Grantor has good right, title and interest in and to the Leases
and Cash Collateral and good right to assign the same, and, except as
permitted by the' Lean Agreement no other person has any night, title or -
interest therein.

(b) Grantor has duly and punctually performed all and smgular the
terms, covenants, conditions and wamntws of the Leases on Grantor’s part to
be kept, observed and perfonned

(¢) The exxstmg kscs 1f any, are valid and unmodified and are in
full force and effect. b

(d) Except as pemutted by the l'.na.n Agreement Grantor has not
previously sold, ass:gned transferred, mortgaged pledged or granted a
security interest in the Cash Collateral whether now due or hereafter to
become due. it _

(e) None of the Cash Collateral due and 1ssu1ng from the Property -
or from any part thereof has been collected for any period in excess of one
month from the date hereof, and payment of any of same has not otherwise
been anticipated, waived, released, discounted; set off or othermse discharged
or compromised. -

@ Grantor has not received any funds er deposxts from any tenant
for which credit has not almdy been made on. account. of accmed Ca.sh
Collateral.

&) Nore of the tenants under any-existing

any of the terms thereof. e

33  Covenants of Performance. Grantor covenants a.nd
follows:

| (@ - 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 Beneﬁ‘“‘& v of

‘any failure on the part of Grantor to observe, perform, and discharge same

(b) Grantor shall notify and direct in writing each and every present
or future tenant or occupant of the Property or any part thereof that any
security deposit or other deposits heretofore delivered to Grantor have been

a—
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retained by Gra,ntoror assigned and delivered to Beneficiary as the case may

(©) Grantor shaL enforce the performance of each and every
obligation, term, covenant, condition, and agreement in the Leases by:any -
tenant to be performed, and shall noufy Beneficiary of the occurrence of any
material default under the Leases . .

(@ 1all apy in and defend any action or proceeding
arising under, occurring out of or in any manner connected with the Leases or
" the obligations, duties, or habllltlBS of Grantor or any tenant thereunder at the
expense of Grantor.

3.4 ing Leases. Grantor, without the

prior written consent of Beneﬁcmry further covenants and a as follows:

@) Crantor 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 security mterest in, or otherw:se encumber
or assign future payments of Cash Collateral. = .

(b) Grantor shall not waive, forgwe excuse condone discount, set
off, compromise, or.in any manner release or discha -“e any tenant under any
Leases having a term in excess of one year of or from any obhgauons
covenants, conditions, and agreements by such tenant to be kept, observed,
and performed, including the obligation to pay the Cash Collateml"thereunder
in the manner and at the place and time specified therein.... - .~

©) Grantor shall not cancel, terminate, or consent to any sumender
of any of the Leases having a term in excess of one year, nor oommence any
action of ejectment or any summary proceedings for dispossession of the tenant
under any such Leases, nor exercise any nght of recapture of the. Property
provided in any such Leases, nor'modify or in any way aiter the terms =thereof

() Gramor shall not lease any part of the Property for a tezm in o -
excess 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 ot
therefor was originally so reserved by tenants in the Leases.

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

-~
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MM Grantor further covenants and agrees as fo]lows*

(a) In the event any tenant under the Leases should become the -
subject of any pj" ing under the United States Bankruptcy Code or any
other federal, state or local statute which provides for the possible termination
or rejection of the Leases assigned hereby, Grantor covenants and agrees that
in the event any of the Leases are so rejected, no damage settlement shall be
made without the pnor wntten censent of Beneficiary.

® Grantor wx]l request that any check in payment of damages for
rejection or termination of any such Lease will be made payable both to the
Grantor and Beneficiary. .

- (©) Grantor hereby ass:gns any such payment to Beneficiary and
further covenants and agrees that upon request of Beneficiary, it will duly
endorse to the order of Beneﬁcxary any such check, the proceeds of which will
be applied to any portion of the mdebtedness secured by this Deed of Trust in
such manner as ‘Benericiary may elect - 4

3.6 € ash Collateral. al. As long as there shall exist no.
default by Grantor hereunder Grantor shall have me nght undsr a license granted hereby
(but limited as provided herein) to collect, but not pnor to accrual, all of the Cash Collateral
arising from or out of said Leases or any renewals, extensions and replacements thereof, or
from or out of the Property or any part thereof. Grantor shall receive such Cash Collateral
and hold the Cash Coliateral, together with the right and license herem 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, mmntenance and repairs

required by the terms of this Deed of Trust; thirdly to satisfaction of all obligations under the

Leases; and fourthly to the payment of interest, principal and any other sums becoming due
under Term Note I and Deed of Trust, before using any part of the same for any other
purposes. Upon the conveyance by Grantor and its successors and assign: " of Grantor’s
interest in the Property, all right, title, interest and powers granted under the: hceuse
aforesaid shall automatically pass to and may be exercised by each subsequent ,owner

REMEDIES UPON DEFAUL'I‘ e

431  Eventsof Defanlt. Any of the following events skall be deemed an -
event of default hereunder: C

@) Default shail be made in the payment of any installment of
pnncxpa] or interest on Term Note I or Term Note II {as defined in the Loan

-
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Agreement) or any o.ber sum secured hereby when due and any apphcable
grace pen shall have expued or

(b) Grantor or any guarantor of the mdebtedness secured hereby as
applicable shall file a voluntary petition in bankmptcy or such a petition shali
be filed against Grantor- or any guarantor and is not dismissed within 60 days
after filing; or if Grantor or any guarantor-shall fiie any petition or answer
seeking or acquiescing m any reorganization, arrangement, composition,
readjustment, liquidation, dissolution or similar relief for itself under any
oresent or future federal, state or other statute, law or regulation relating to

~ bankruptcy, msolvency or other rchef for debtors; or shall seek or consent to i
or acquiesce in the appomtment of any trustee, receiver or liquidator of
Grantor or of all or any part of tbe 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 genera]ly as they become due or '

(©) A court of competent Junsdlcncn shall enter an order, Judgment
or decree approving a petition filed against Grantor or any guarantor seeking
any reorganization, dtssolutxon or similar. rehef under any present or future
federal, state or other statute, law or regulatmn relatmg to bankruptcy,
insolvency or other relief for debtors, and such order, judgment or decree
shall remain unvacated and unstayed for an agg: ,,,.te of 60 days (whether or
not consecutive) from the first date of entry thereof ‘'or'any trustee, receiver or
liquidator of Grantor or any guarantor or of all or any part of the Trust Estate,
or of any or all of the royalties, revenues, rents, issues or proﬁts thereof, shail
be appointed without the consent or acqmescence of Grantor ‘or any affected
guarantor and such appointment shall remain unvaw.ted and unstayed for an
aggregate of 60 days (whether or not consecutive); or s

(d A writ of execution or attachment or any s:].:: proc&ss shall
be issued or levied against all or any part of or interest in the. Trust Estate, or
. any judgment involving monetary damages shall be entered against_ Grantor
which shall become 2 lien on the Trust Estate or any portion thereof or mterest
therein and such execution, attachment or similar process or Juden 1s‘iﬁot
released, bonded, satisfied, vacated or stayed wnthm 60 days after : ts_;entxy or

levy; or

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

-~
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o - Anv guamnty of the loan secured hereby ceases to be in full
force and effect or any guarantor asserts that any guaranty is not in full force
and effect. :

4.2 Rights and Rem: p_Default. Upon the occurrence of any event
of default and at any time thc er, Beneﬁcxary may exercise any one or more of the
following rights and remeches o ’

@) The nght at ns"‘*&opuon by notice te Grantor to declare the entire
indebtedness secured hereby unmcdxately duc and payable.

(b)  With respect to all or any part of the Property, the right to
foreclose by judicial foreclosure m accordance with applicable law.

(©) The right to have the Trustee seil the Trust Estate in accordance
with the Deed of Trust Act of Washington and the Uniform Commercial Code
of Washington where applicable, at public auction to the highest bidder. Any
person except Trustee may bid at the Trustee's sale. The power of saie
conferred by this Deed of Trust and the law is not an exclusive remedy and
when not exercised, Beneﬁclary may foreclose. thns Decd of Trust as a
mortgage. The Trustee is not obligated to notify : any pa:ty ‘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 actxon or
proceeding is brought by the Trustee. ;

(d)  With respect to all or any part of the Trust Estatc thax
constitutes personalty, the rights and remedies of a secure party under the
Uniform Commercla.l Codc of Washington.

(e) The r-2™:; without notice to Grantor, to termmate the hcense
granted to Grantor to collect the Cash Collateral without taking "'..k.;ssesaon
and to demand, collect, receive, sue for, attach and levy against the Casl
Collateral 1n Beneficiary’s name; to give proper receipts, releases and :
acquittances therefor; and after deducting all necessary and proper costs a.nd
expenses of operation and collection as determined by Beneficiary, mcludmg
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 fartherance of: thls ot

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 L
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. ‘
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® The ngh* to have a receiver appointed to take possession of any
or all 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 applv
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 u'revmbly consents to the appointment of a receiver
on the terms set forth herem : “_jj‘“ployme-tt by Beneﬁclary shall not disqualify
a person from serving as recelver Upon takmg possession of all or any.part
of the Trust Estate, the reeetver may'

1) Use, operate manage control, and conduct busmess on
the Trust Estate;

2) Make expendxtute for all mamtenance renewals
replacements, alterations, additions,’ and lmprovements to the Trust
Estate as in its judgment are proper' |

3) Insure and reinsure the Trust Estate and 2!l risks
incidental to its possessmn operation, and management of the Trust
Estate; -

G Co]lect the Cash Collateral and any ether Tevenues and
income from the Trust Estate and apply such sums. to the. -expenses of
use, operation, and management in such pnonty as the receiver deems
appropriate. Grantor shall promptly turn over to the receiver all

" documents, books, records, papers, and accounts, together wnh the
amount of any deposns rentals, and use fees from any tenant or other
user. The receiver may appear in any proceeding or brmg 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 m
forcible detainer; -

S) Cancel or termmate any Lease or agreement fer any
cause for which Grantor would be entitled to cancel the same;

(6) - Extend or modify any Lease and make any new I.ease onf‘-:_f_
any portion of the Trust Estate. Any such instruments shall be bmdmg
* upon Grantor and all persons whose interests in the Trust Estate are’ .
" subordinate to this Deed of Trust, and upon the purchaser or purchasers
at any foreclosure sale, notwithstanding any redempticn from sale,
discharge, or indebtedness, satisfaction of the foreclosure decree or-
issuance of any certificate of sale or deed to any purchaser;
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Complete any construction in progress on the Property,
and m that connection, pay bills, borrow funds, employ contractors, _
and make any’ changes in plans or specifications as the receiver deems -
appropmte 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 Term Note I. Such sums
shall become a part of the balancc secured by this Deed of Trust and
shall be payable by Gmntor on demand.

(&) Subject to any hmxtauons imposed by law, the right to obtain a
deficiency judgment in the event the net sale proceeds of any foreclosure sale
are insufficient to pay the entire unpmd mdcbtedness secured hereby.

(h)  Any other right or remy prowded in this Deed of Trust, Term
Note 1, any other Loan Documents, or under law

4.3 F_‘QWMSQ}Q 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 Term Nore I and such recexpts and evidence of
expenditures made and secured hereby as Trustee may require.”

(@) Upon receipt of such notice from Bcneﬁcxary Tmstee shall
cause to be given such Notice of Default as then requu-ed by law Trustee
shall, without demand on Grantor, after lapse of such time as may then be
required by law and after Notice of Sale and Notice of Foreclosure having
been given as required by law, sell the Trust Estate at the time and place of
sale fixed by it in such Notice of Sale and Notice of Foreclosure, clther asa
whole, or in separate lots or parcels or items as Trustee shall deem expe:
and in such order as it may determine, at public auction to the iug_c __Egz;;:'bxdder
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 a d
_sufficient deed or deeds conveying the property so sold, but thhout:any-f %
covenant or warranty, express or implied. The recitals in such deed of any .~
matters or facts shall be conclusive proof of the truthfelness thereof.

®) After deducting all costs, fees and expenses of Trustee and of
this Trust, including costs -of evidence of title and rcasonable 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, -
ali other sums then secured hereby and the remamder if any, shall be paid
mto court in the manner prowded by law.
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1

Bencﬁcmry shall give Grantor reasonable
notice of the t:u'ne and placc of any public sale of any Personzl Property or of the time after
which any private sale or other mtcnded disposition of the Personal Property is to be made.
Reasonable notice shall mean notnce gwen at least ten days before the time of the sale or
disposition. W

e ale or 1 n | est R n Sale. Grantor agrees
and acknowledges that the mdcbtedness ewdenced by Term Notc Iis personal to Grantor,
and that Grantor’s personal responsnbﬂ:ty and/or control of the Property is a material -
inducement to Beneficiary to agree to enter into this transaction. Any conveyance of the
whole or any part of the Property, whether by deed, contract, further encumbrance, or
otherwise, lease of the same (other than a lease of 2ny portion of the space in the
improvements on the Property in the ordma:y course of business without an option to’
purchase) without Beneﬁcxary s prior written consent, or any transfer of capital stock or
partnerslup interests in Grantor without Beneficiary’ s prior written consent shall be deemed
to increase _the risk of Beneficiary, and Beneﬁcmry or other holder may declare the entire
unpaid balance immediately due and payable, or, at its solc option, it may conseat to such
conveyance, cr transfer of capital stock or partnershxp interest in writing and may increase
the interest rate on Term Note I, change the maturity daee of Term Note I, 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 payvments
on the loan evidenced by Term Note I so as to retire thc obhgatlon 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 wnlxen request to Beneficiary,
together with such information as Beneficiary may reasonably re request: regarding such
conveyance, further encumbrance, lease or transfer of capnnl stock or partnership interest
and shali allow Beneficiary 30 days to evaluate such request. . In the evcnt Bencﬁcxary
approves such conveyance, encumbrance, lease, or transfer of ¢z pital stock or partnership
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
processmg such request. Consent as to any one transaction shall not be. deemedto bea
waiver of the right to require consent to any further or successive transact on. E fI‘he execution
and delivery by the Grantor of any joint venture agreement, partnership agreement,
declaration of trust, option agreement, or other instrument whereunder any other person or
corporation may become entitled, directly or indirectly, to the possession or enjoyxiient of the
Property, or the income or other benefits derived or to be derived therefrom sha.ll in each
case be deemed to be 2 conveyance or assignment of Grantor’s interest in the Propert ’fcr
the purposes of this section, and shall require the prior written consent of BPneﬁcmy ‘

- In the event OWﬂel'Shlp Of the Propen;y or any portion thereof } mes V

in a person other than Grantor herein named, Beneﬁc:ary may, without notice to
herein named, whether or not Beneficiary has gwen written consent to such change i 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 thh Grantor herein named
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without in any way vmanng or dlschargmg Grantor’s liability hereunder or the oblxgatlons
hereby secured. <

4.6 Atto! 'ees. In the event suit, action, or arbitration proceeding is
instituted to enforce any of the terms of this Deed of Trust, Beneficiary shall be entitled to
recover from Grantor such sum as the court or arbitrator may adjudge reasonable as attorney
fees at trial, on any appeal, and in any bankruptcy proceedmg All reasonabie expenses
incurred by Beneficiary that are necessary at any time in Beneficiary’s opinion for the
protection of its interest or the enforcement of its rights, mcludmg without limitation, the
cost of searching records, obtaining tltlc reports surveyors’ reports, demanding payment,
attorneys’ opinions, or title insurance, whether or not any court actior is involved, shall
become a part of the indebtedness secured hcreby, payable on demand, and shall bear mterest
at Term Note I Rate from the date of ndmm' until paid.

ARTICLE V
MSCELLANEOUS

5.1 fw_e_mmg_],m This Deed of Tmst shall be govemned by the laws of
the State of Washington. In the event that any provision or clause of any of the Loan
Documents conflicts with applicable laws, such conflicts shail not affect other prov1sxons of

such Loan Documents which can be given effect wnhout the confhcnng provision, and to this -

end the provisions of the Loan Documents are declared w be,.»..everable.

. 5.2 Modification. This instrument cannot be wawed  changed, dmcharged
or termmaxed orally, but only by an instrument in writing mgned by the ‘party against whom
enforcement of any waiver, change, discharge or termination 1s sought.

5.3  Imspections and Appraisals. Beneﬁc:ary or its agents may enter

upon the Property at any reasonabie times to inspect or appraise it, whether or not any
default exists hereunder. If Grantor refuses to permit such mspecuon 'or-appraisai
Beneficiary may specifically enforce performance of this provision. Granto.

N topa,y

the cost of all appraisals required by Beneficiary in its sole discretion (a) to compiy with
(1) any applicable statute or regulation, or (ii) the request or directive (whether or not havmg

the force of law) of any regulatory authority with jurisdiction over Beneficiary, (
with Beneficiary”s policies concerning appraisals, or (c) at any time after the occurrence of
an event of default. Al such appraisal costs shall become a part of the mdebtednt:ss ecured
hereby and shall be payable on demand, together with interest thereon at the Iugh&st raIe o
applicable to any such indebtedness. , LR

: 5.4 Reconvggx_me by Trustee. Upon written request of Beneﬁcxary
stating that all sums secured hereby have been paid, and upon surrender of Term Note I 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 wrthout
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warranty, any pomonof the Trust Estate then held hereunder. The recitals in such
reconveyance of any matters or facts shall be conclusive proof of the truthfulness thereof. -

The grantee in any reconveyance may be described as “the person or persons legally entitled
thereto.”

55 N . thnever 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, reguest 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 after mailing. Any party may at any time change its
address for such notices by delivering or mailing to the other parties hereto, as aforesaid, 2
notice of such change.

5.6 _AM. stee accepts this trust when this Deed of

Trust, duly executed and acknowledged, is meapubhc record as provided by law.

57 Captions. The capnonsor h ings at the beginning of each section
hereof are for the convenience of the parties and are not a part of this Deed of Trust.

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

enforceability of the remainder hereof. '?

5.9 Subrogation. To the extent that proceeds of Term Note I are used to
pay any outstanding lien, charge or prior encumbrance against the Trust Estate, such
proceeds have beea 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 Hens,
~ charges or encumbrances are released. - o T e

. '5.10 No Merger. If both the lessor’s and lessee’s estates under any lease
portion thereof which constitutes 2 part of the Trust Estate shall at any time become vesied i
cne 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.
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. liquidated damages for the additional e

Trust Estate pursuant totheprovmlons hereof, any ]éuses or subleases then éxisti_ng and o
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 b

y or on behalf of Beneficiary or any such

purchaser shall constitute a termination of any lease or sublease unless Beneficiary or such
purchaser shall give written notice thereof to such tenant or subtenant.

S.11

.Grantor recognizes that default by Grantor in making

the payments under Term Note I and/or i 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 eveat that any payment or portion thereof is not paid within 15-days
afier the date it is due, Beneficiary may collect, and Grantor agrees to pay with such
payment, a "late charge” of the greater of $5 or 5 percent of any overdue amount as

se of handling such delinquent payments. Such

late charge represents the reasonable estimate of Beneﬁczaxy 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 Reneficiary to collect any other amounts

provided to be paid or to declare a default hereunder. -

5.12 Haz

(8)  Grantor represents and warrants to Beneficiary that to the best
of Grantor’s knowledge after due and diligent inquiry, nohazardous or toxic
waste or substances are being stered 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 Grantor’s ownership, possession or control of
the Property. Grantor agrees to provide written notice to Beneficiary

immediately upon Grantor becoming aware that the Property or any adjacent
property is being or has been contaminated with hazardous or toxic waste or

substances. Grantor will not cause nor permit any activities on the Prop 1ty

which directly or indirectly could result in
. becoming contaminated with hazardous or

purposes of this Deed of Trust, the term "hazardous or toxic waste or’ -
- substanices” means any substance or material defined or designated as
. hazardous or toxic wastes, hazardous or toxic material, a hazardous, toxic or
radicactive substance or other similar term by any applicable federal, state or
local statuie, regulaticn or ordinance now or hereafter in effect, including -
-without limitation the statutes listed below: ‘

Federal Resource Conservation and Reco vet); Act of 1975, 42

U.S.C. Section 6901 et seq. -

061692/WN
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F..deral Comprehensxve Environmental Response,
Compensauon and anblhty Act of 1980, 42 U.S.C. Section

Federa.l Clwn Am Act 42 U.S.C. Sections 7401-7626.

Federzl Water Po]lutnon Contro! Act, Federal Clean Water Act
of 1977, 33 U S C.. Secnon 1251 ¢t seq.

Federal Insecﬂcxde Fungmde and Rodenuade Act, 7 U.S.C.
Section 136 et seq. .

Federal To:uc Substances Control Act, 15 U.S.C. Section 2601

Fedemll e pre Wate’ A"“‘2USC Section 300(f)
. | _~.=s‘5?=: ) ‘_:_:‘-;.:- ‘*Ele ‘:}::'

Washington Water Pollutlon Conl Act RCW Chapter 50. 48.
Washington Clean Air Act, RCW Chapter 70 94

Washington Solid Waste \/Ianagement-Recovery and Recychng
Act, RCW Chapter 70.95.

Was}ungton Hazardous Waste Management Act RCW
Chapter 70.105. | «

Washington Hazardous Waste Fees Act, RCW
Chapter 70.105A.

- Washington Nuclear Energy and Radiation Act, RCW
Chapter 70.98.

Washmoton Radioactive Waste Storage and Transporl:anon A‘
"RCW Chapter 70.99.

()  Grantor will indemnify and hold ‘,Beneﬁcnary harmless from and
against any and all claims, demands, damages, costs, expenses, losses, hens,

_ liabilities, penaities,. fines and lawsuits and other proceedings, (rcleding -

attorneys® fees), arising directly or indirectly from or cut 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 e\udenced
by Term Note I, (ii) any activities on the Property during Grantor's
cwnership, possession or control of the Property which directly or indirectly

061692/WN -23 - ‘ $0027.385/032495/Z3302R64
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result in the Property -or any other property becoming contaminated with
hazardous or toxic waste or substances, (iii) the discovery of hazardous or
texic waste or substances on the Property, or the discovery of hazardous or
toxic waste or substances on any other property caused by activities on the
Property, or (iv) the cleanup of hazardous or toxic waste or substances from
the Property or the cleanup of hazardous or toxic waste or substances from any
other property caused by activities on the Property. Grantor acknowledges
that it will be solely responsible for all costs and expenses relating to the
cleanup of hazardous or toxic waste or substances from the Property or from
any other properties which become contaminated with hazardous or toxic waste
or substances as a result of the contamination of or activities on the Property.

()  Beneficiary and its representatives may enter the Property at any
time for the purpose of conducting an environmental audit, 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 Bereficiary or its
representatives to conduct an environmental audit on the Property, Beneficiary

may specifically enforce performance of this provision. -

5.13 Handicapped Access. .-

(@  Grantor agrees that the Property shall at all times strictly
comply to the extent applicable with the requirements 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
obligation 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 aiter the Property in any manner
which would increase Grantor’s responsibilities for compliance with the - A
applicable Access Laws without the prior written approval of Beneficiary. The - =

foregoihg,shall‘apply to tenant-improvements constructed by Grantor or by any

i
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of its tenants. . -"efimaIy may condmon any such approval upon receipt of a.
certificate of Access Law compliance from an architect, engineer, or other
person acceptable to Beneﬁcmry

(©) Grantor agtees to give prompt notice to Beneﬁcxary of the .
receipt by Grantor of any complaints related to violation of any Access Laws
~ and of the commencement of any proceedings or mvestxgat:ons which relate to
compliance with apphcable Access Laws.

d C-rantor shall mdem ify, defend, and hold harmless Beneficiary .
from and against any and all claxms demands damages, costs, expenses,
losses, liabilities, penalties, fines, _and other proccedmgs including without
limijtation reasonable attorneys fws and expenses arising directly 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
nonjudlcm] foreclosure proceeding, or dehvery of a deed in Heu of foreclosure.

IN WITNESS WHEREOF, Grantor
the day and year first above written.

executed this Deed of Trust as of

GRANTOR: -

1aCONNER C.UNTRY I'NN LTD., A

WASHINGTON PARTNE.RSH[P
a Wash.mgton Lumted ersth

By: M.T.W. Management Inc 1ts
geneml partner L

9504260117
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State of Washington

County of K M\J C?

I certify tha.t I know or have satisfactory evidence that {QM‘E.S HC\CL’Q&V&
is the person who appeared-before’ me and said person acknowledged that he signed this
instrument, on oath ﬁt he *was authorized to execute the instrument, and
ackndwledged it as ﬁ CSIOeN[ . of M.T.W. Management, Inc., a Washington
corporation, acting in its capacity. ef gcneml partrer of LaConner Country Inn, 1Ltd. A
Washington Limited Partnership, a Washmgton limited partnership to be the free and
voluntary act of such party for e uscs and purposes mentioned in the instrument.

‘1595.

lic for Whshington
t7>,fsl¥3 Hancrs

_ }&m Votary)

I
o
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EXEIBIT A :
to Deed of Trust

PARC nwae.

Lots 8, 9, 10,.11, 12 “and 13, Block 1, "CALHOUN ADDITION TO THE
TOWN OF LA CONNER", as per plat recorded in Volume 1 of Plats, page .
14, records of Skag:.t COunty, Washington. :

Situvate in the Tcwn o/,f: LaConner, County of Skagit, State of
Washington. : ' '

PARCEL *B%:

That portion of Tract 2, Plate No. 18, Tide and Shorelands of
Section 36, Township 34, Range. 2 East W.M., LACONNER HARBOR,
Skagit Ccmnty, State of Wa igten, according tc plat thereof on
record in the office of the ‘Commissioner of Public Lands .at
Olympia, Washington, lying SOutherly of the plat of ®“JOHANSON'S
FIRST ADDITION TO THE TCOWN OF LACONNER", according to the plat -
reccrded in Volume 3 of Plats;. page 56 records of Skagit County,

Washington. &

Sitaute in the Town of LacOnner, Ccunty of Skagit, sState of
Washington. _ ' 2 gt A

PARCET, “C": -

That portion of Tract 3 of Ccrrected Plate No. 18, Tide and
Shorelands of Section 36, Township 34 North, Range 2 East, W.M.,
"LACONNER HARBOR, SKAGIT COUNTY, WASHINGTONY, according to plat
thereof on record in the-office of the COmss:.oner ‘of Public Lands
at Clympia, Washington, lying Northerly of the Westerly extension
of the South line of Lot 9, Block 1, "CALHAOUN ADDITION TO THE TOWN .
OF LACONNER", as per plat recorded irn Volume 1 ‘Plats, page 14,
records of Skagit County, Washington. - # o

Sitaute in the Town of LaConner, <County of S:cagit, *.;:;sitate of -
Washington. ‘

- Continued -
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DESCRIPTION CONTINUED:

Lot 1, Block 7, "CALHOUN ADDITION TO THE TOWN OF LA CONNER", as per

piat recorded in’ Volume 1 of Plats, pPage 14, records of Skagit
County, Washingggﬁ. :

ALSO, Lots 6, 7, 8, 9, 10, 11 and 12, Block M, "MAP OF LACONNER,
WHATCOM COUNTY, WASEN. TERRY., 1872", as per plat recorded in -
Volume 2 of Pilats, page 49, records of Skagit County, Washington,

EXCEPT that portion of;Lot 12 conveyed to the Town of LaConner by
Deed recorded under Auditor*s File No. 85530, records of Skagit
County, Washington, de.scr.;,bed as follows: _

Beginning at the Southwest corner of said Lot 12, Block M, "Map of
thence North 30°56'00" East ‘along the West line of saig Lot 12, a
distance of 15.00 feet LA _ o
thence South 78°38'06™ East a distance of 63.53 feet to a.-point on
the South line of said Lot 12, which point bears North 88°43'00"
East a distance of 70.00 feet from the said Southwest corner of
thence South 89°43'00" West along the. South line of saig Lot 12, a
distance of 70.00 feet to the point .of b ginning.

Situate in the fown of LaConner, cQunty of Skagit, state of
waShingtOn. : ‘?:;:::;::;"f i

PARCETY, “"E":;

- bar plat recorded in Volume 2 of Plats,
County, Washington, describe_d as

©f LaConner consisting of an area commencing on the  Southwest
corner of Lot 1, Block 7, Calhoun Additien %o the Town of
and thence East a distance of 98 feet, more.or less,

- Continued - ~ = AL
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m“ﬁ'ﬁ c S

Southeast corner.of Lot 2 of Block 7 and thence Southerly in’'a line
that is an extension of the common boundary between Lots 2 and 3 of
Block 7, a éistance of approximately 29 feet, more or less, to the
North boundary of Lot 6 of Block M above descrived, and thence
Westerly along the North line of Lot 6 a distance of 98 feet, more
or less, to the Northwest corner of Block 6, and thence North to

the Southwest cornew of ‘Lot 1, Block 7, Calhoun Addition, which is
the e point of begming_ ‘ :

situate in the Town of ':‘;;:,?_,LaConner, County of  Skagit, State of
Washington. -
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1. TAXES:

General taxes, as fd}i&ﬁa;

Account Number
4124-001-008-0003

Property I.D. No.:

4124-001-011-0008
Property I.D. No.:

4124-001-012-0007
Property I.D. No.:

£4124-063i-013-0006
Property I.D. No.:

© 4129-018-002-0008
Property I.D. No.:

4129-018-900-0308
Property I.D. No.:

4129-018-900-0407
Property I.D. No.:

4129-018-900-25601 .
Property I.D. No.:

4124-007~001~0007

Property I.D. No.: -

4123-013-012-0102
Property I.D. No.:

4128-018~800-2700 -
Property I.D. No.:

2. zMu@iéipal assessméﬁfs’and impact fees, if

Amoun

Year

1995
P74111

1995

P74112

1995
. P74113

1995
P74114

1995
P74452

1995
P74481

1995
P74482

1995
P74504

1995
P74136

1995
P74009

‘1985

.P74505

" Town of LaConner.

95042604147

EXHIBIT B
to Deed of Trust.
($2,315,000)

Exceptions

644.18

139.55

31.15

78.50

139.55

701.50

18,055.79

88.47

any,-

a4 3LPe0270

TM:;ioggther with interest, penalty and
statutory foreclosure costs, if any, after delinquency:

Balance
_paid .

-0- . $29,426.78

-0- '1,93;.79

-0~ 644.18
644;18
139.55
31.15
. 78.50

139.55

yfayol.so
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3. DEED OF TRUST AND THE TERMS AND CONDITIONS THEREOF.

Grantor: LaConner Country Inn Limited Partnership
Trustee: ~ Dbavid F. Stobaugh

Beneficiary: :':‘f~:-~-:=-,:Everqreen Community Develcpment Association
Anmount: .. 8750,0600.00 ]

Dated: July 23, 1991

Recorded: ’ August . 15, .1991

Auditor’s No.: 9108150053

ASSIGNMENT OF SAID DEED op 'I'RUST.

-

Assignee: United States Small Business Administratlon
Dated: August 12, 1991

Recorded: ) Auvgust 15, 1991

Auditor’s No.: 9108150054 .

(Subordinated to lien granted to U. “*’i"Bank)
4.  For easements.a restrlctlons, and other exceptions, see
Schedule B-1, attached. Lo LA

A. COVENANTS NOT TO COMPETE INCLUDING 'I'HE ‘TERMS, COVENANTS,
CONDITIONS, PROVISIONS AND RESTRIC‘I'IONS CONTAINED 'I'I-‘-'EREIN AS
CONTAINED IN INSTRUMENT:

Recorded: October 23, 198‘7 s e

Auditor’s No.: 8710230093, records of skaglt County,
Washington

Affects: Lot 8

B. Rights in the general public to the unrestrlcted use of all
the waters of a navigable body of water not only for the
primary purpose of navigation, but also for corollary
purposes; J.nclud:mg (but not limited to) fz.sha.ng 'y boatlng, ‘
bathing, swimming, water skiing and other related -
recreational purposes, as those waters may affect the
tidelands, shorelands, or adjoining uplands and whether the
level of the water has been raised naturally oxr ax ,--“1fic‘:1a11y
to a maintained or fluctuating level, all as further def J.ned
by the decisional law of this state.

(Affects all of the premises subject to such. submergence )

- C. Terms, provisions and reservations under the Submerged ‘Land_;fj;;-,- ‘
Act (43) U.SIC.A. §§ 13012 through 1311) .and the rlgh:ts of
the United States of America to regulate: commerce,

. navigation, flood . control, f 1sh.z.ng -and producti on of power.
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D. COVENANTS COHBI'I'IONS AND RESTRICTIONS CONTAINED IN
Ds:.CI.ARATION OF PROT:.CTIVE RESTRICTIONS AS HERETO ATTACHED.

Declaration Dated- June 21 1955:

Recorded: .+ _June 24, 1291

Auditor’s No.: 9106240043

‘Executed By: - LaConner country Inn Limited Partnership, a

-=z:;:jﬁ}1ashington limited partnershlp
E. EASEMENT AND THETERHS AND CONDITIONS THEREOF :

Grantee: Town of LaConner, a mun1c1pa1 corporat:.on
Purpose: To construct, maintain, repair, cperate, and
: patrol: and replace bank protection
Area Affected: The South 10 feet of Lot 8, Block 1, *®Calhoun
Addition to the 'I'own of LaConner"
Recorded: ' August 3, 1994 -

Auditor’s No.: _9408030078

WMy

-

o . =3 - o
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