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RETURN ADDRESS:
Pacific Intamational Bank
1155 N 130TH ST
SEATTLE, WA ‘98133

CHICAGO TTLE
bZ00I24\1 DEED OF TRUST

DATE: February 2, 2011

Reference # (if applicable): J.QAN_NQ. Additional on page
Grantor{s); T
1. ANACORTES HOSPITALITY INC

Grantee(s)
1. Pacific International Bank o
2. CHICAGO TiTLE COMPANY, Trustee

Legal Description: LOTS 1 & 2, CITY OF ANACORTES SHORT PLAT NO. 03-006
Additional on page 2

Assessor's Tax Parcel ID#: P 9989 F’121 424 340205-0-040-0302 and
340205-0 -040-0800

THIS DEED OF TRUST is dated February 2, 2011, among ANACORTES HOSPITALITY, INC., A
WASHINGTON CORPORATION ("Grantor"); Pacific International Bank, whose mailing address is
Lynnwood Branch, 17424 Hwy 99 Ste 201, Lynnwood, WA 98037 {referred to below
sometimes as "Lender" and sometimes as "Beneficiary”); and CHICAGO TITLE COMPANY,
whose mailing address is 425 COMMERCIAL, PO BOX 638, MOUNT VERNON WA 98273
{referred to below as "Trustee™).
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CONVEYANCE AND" GRANT For valuable consideration, Grantor conveys to Trustee In frust with power of sale, right
of entry and possession and for the benefit of Lender as Beneficlary, all of Grantor's right, title, and interest in and to
the following described, teal “property, together with all existing or subsequently erected or affixed buildings,
improvements and fixtures: all easements, rights of way, and appurtenances; all water, water rights and ditch rights
(including stock in utiities with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real
property, including without' limitation. all minerals, oil, gas, gecthermal and similar mattars, (the “Real Property™)

located in SKAGIT-County, State-of Washington:

LOTS 1 AND 2 OF CITY OF ANACORTES SHORT PLAT NO. ANA 03-006, RECORDED
JANUARY 9, 2004, UNDER AUDITOR'S FILE NO. 200401090068, RECORDS OF SKAGIT
COUNTY, WASHINGTON; AND-BEING A PORTION OF THE NORTHEAST QUARTER OF THE
SOUTHWEST QUARTER:AND OF GOVERNMENT LOT 3, SECTION 5, TOWNSHIP 34
NORTH, RANGE 2 EAST OF THE WILLAMETTE MERIDIAN.

SITUATED IN SKAGIT COUNTY; WASHINGTON

The Real Property or its address'is commonly known as 7601 and 7607 STATE ROUTE 20,
ANACORTES, WA 98221. The Real Property tax identification number is P19989, P121424,
340205-0-040-0302 and 340205-0 -040-0800.

CROSS-COLLATERALIZATION. In addition ta the Note this Deed of Trust secures all obiigations, debts and fiabilities,
plus interest thereon, of Grantor to Lender, or ahy ohe or more of them, as well as all claims by Lender against Grantor
or any one or more of them, whethar now existing or hereafter arising, whether related or unrelated to the purpose of
the Note, whether voluntary or otherwise, whether due or not due, direct or indirect, determined or undetermined,
absolute or contingent, liquidated or unliguidated; whether Grantor may be liable individually or jointly with others,
whether obligated as guarantor, surety, accommaodation party or otherwise, and whether recovery upon such amounts
may be or hereafter may become barred by any statuts of Ilmltatlons. and whether the obligation to repay such amounts
may be or hereafter may become otherwise unenforceabls. .7

FUTURE ADVANCES. In addition to the Note, this Deed of Trust secures all future advances made by Lender to
Grantor whether or not the advances are made pursuant to.a commltrnent Specifically, without limitation, this Deed of
Trust secures, in addition to the amounts specified in the Note al} future amounts Lender in its discretion may loan to
Grantor, together with all interest thereon. .

Grantor hereby assigns as security to Lender, all of Grantor's rlght tltle, ‘and mterest in and to all leases, Rents, and
profits of the Property. This assignment is recorded in accordance awith RCW 65.08.070; the lien created by this
assignment is intended to be specific, perfected and choate upon the recording of this Deed of Trust, Lender grants to
Grantor a license to collect the Rents and profits, which licanse: may be revoked at Lender's option and shall be
automatically revoked upon acceleration of all or part of the Indebledness T

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND-THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS GIVEN TC SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B) PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THE NQTE, THE RELATED DOCUMENTS, AND THIS DEED GF TRUST. THIS
DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS: :

PAYMENT AND PERFORMANCE. Except as ctherwise provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shall strictly_afid:in a tlmely manner perform all of
Grantor's obligations under the Note, this Deed of Trust, and the Related Documerits. 3

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor's possessmn and use of the
Property shall be governed by the following provisions:

Possession and Use. Until the occurrence of an Event of Default, Grantar may, (._1)...- remain in“possession and
controt of the Property, (2) use, operate or manage the Property; and (3) collect the-Rents from the Property
(this privilege is a license from Lender fo Grantor automatically revoked upon default). The fo[lowmg provisions
relate to the use of the Property or to other limitations on the Property. The Real F‘roparty is" not used prlnc:pally
for agricultural purposes. A .

Duty to Maintain. Grantor shall maintain the Property in tenantable condition and promptiy perform alt repalrs,
replacements, and maintenance necessary to preserve its value.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commlt permlt or suffer -any
stripping of or waste on or to the Property or any portion of the Property. Without limiting the- gen__erallly of the
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faregoing, Grantor:will it remave, or grant to any other party the right to remove, any timber, minerals (including
oil and gas), coal, clay,'scoria, soil, gravel or rock products without Lender's prior written consent.

Removal of_...lmprbvémaﬁtg.f“ Grantor shall not demolish or remove any Improvements from the Real Propsriy

without Lender's prior written consent, As a condition to the removal of any Improvements, Lender may requirs

Grantor to make arrangernents satisfactory to Lender to replace such Improvements with improvements of at least
equal value.

Lender's Right to Enter Le__nder'"‘aqd Lender's agents and representatives may enter upon the Real Property at ail
reasonable times fo attend to.Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance with the terms and conditions of this Deed of Trust.

Compliance with Govarrrmental Requlrements Grantor shall promptly comply, and shall promptly cause
compliance by all agents tenants of other persons or entities of every nature whatsosver who rent, lease or
otherwise use or oooupy. the. Prepeﬂy in any mannef, with all laws, ordinances, and regulations, now or hereafter
in effact, of all governméntal authontres “applicable to the use or occupancy of the Property, including without
limitation, the Americans With' Dlsab}ltﬁes Act. Grantor may contest in good faith any such law, ordinance, or
regulation and withhald compliance.during any. proceeding, including appropriate appeals, so long as Grantor has
notified Lender in writing prict to doing.sd”and so long as, in Lender's sole opinion, Lender's interests in the
Property are not jeopardized. Lendermay. refuire Grantor to post adequate security or a surety bond, reascnably
satisfactory to Lender, to protect Lertder's interest

Duty to Protect. Grantor agrees nelther o abandon .or leave unattended the Property. Grantor shall do all other
acts, in addition to those acts set forth above in this section, which from the character and use of the Property are
reasonably necessary to protect and presefve the Property

DUE ON SALE - CONSENT BY LENDER. Lendar may‘ &t Lender's option, (A) declare immediately due and payable ali
sums secured by this Deed of Trust or {B) dncréase the interest rate pravided for in the Note or other document
evidencing the Indebtedness and impose such other, conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's prior written consent, of ail or any-part of the Real Property. or any interest in the Real Property. A
"sale or transfer" means the conveyance of Real Property or any right, title or interest in the Real Property; whether
legal, beneficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, instaliment sale contract,
tand contract, contract for deed, leasehold interest with a term greater than three (3) years, lease-option contract, or by
sale, assignment, or transfer of any beneficial interest in or to° any land. trust hordmg title to the Real Property, or by any
other method of conveyance of an interest in the Real Preperty. If any Grantor is a corporation, partnership or limitec
lizbility company, transfer also includes any change in owiership of more than twenty-five percent (25%}) of the voting
stock, partnarship interests or limited liability company interests, as the'case may be, of such Grantor. However, this
option shall not be exercised by Lender if such exercise is prohlblted by federa{ Iaw or by Washington law.

TAXES AND LIENS. The following provisions relating to the taxes and lighs-on: the Property are part of this Deed of
Trust:

Payment. Grantor shall pay when due (and in all events prior to dellnquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions levied againstor.on account of the Property, and shall
pay when dus all claims for work done on or for services rendered-or atefial furnished to the Property. Grantor
shail maintain the Praperty free of all liens having priority over or équal to'the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due and excepl as. othenmse provided in this Deed of
Trust. : :

Right to Contest. Granter may withhold payment of any tax, assessment, br claim in ponnectl'on with a good faith
dispute over the obligation 1o pay, so long as Lender's interest in the Propetty is not jeopardized. \f a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen (15) days: after‘the lien-arises or, if a lien is filed,
within fifteen {(15) days after Grantor has natice of the filing, secure the discharge of the lien, or if requesied by
Lender, deposit with Lender cash or a sufficient corporate surety bond or other security‘satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys' fees, or othér charges that could accrue as a
rasult of a foreclosure or sale under the lien. In any contest, Grantor shall defand itself and Lender and shail
satisfy any adverse judgment before enforcement against the Property. Grantor shaﬂ name Lender as an additional
obligee under any surety bond fumished in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory evrdence of payrnent of the taxes
or assessments and shall autharize the appropriate governmental official to deliver to Lender at any hrne a written
statement of the taxes and assessments against the Property. R

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work ls comment:ed any
semvices are fumished, or any materials are supplied to the Property, if any mechanic’s lien, materlalmen s lien, or
other lien could be asserted on account of the work, services, or materials. Grantor will upon. request of Lénder
furnish to Lender advance assurances satlisfactory to Lender that Grantor ¢an and will pay the cust of such
improvements. .

WA AAR AR

Skaglt County Auditor
2/15/2011 Page 3of 12 1:58PM




DEED OF TRUST
Loan No?._.2'q_0(§80=6q {Continued) Page 4

PROPERTY DAMAGE INSURANCE The following provisions relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of,.1nsur.ancg.,_' Grantor shall procura and maintain policies of fire insurance with standard extended
coverage eridorsemants on areplacement basis for the full insurable vailus covering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such
coverage amounts as ‘Lender may request with Trustee and Lender being named as additional insureds in such
liability insurance pelicies. -Additicnally, Grantor shall maintain such other insuranee, inctuding but nat limited to
hazard, business interruption;-and-boiler insurance, as Lender may reasonably require. Policies shall be written in
form, amounts, coverages.and basis reasonably acceptable to Lender and issued by a company or companies
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender from time to time the
policies or certificates &f insurance iy form satisfactory to Lender, including stipulations that coverages will not be
cancelled or diminished without at teast tan (10) days prior written notice to Lender. Each insurance policy also
shall include an endorsement provrdlng that coverage in favor of Lender will not be impaired in any way by any act,
omission or default of Grantor or ahy Gther person. Should the Real Property be located in an area designated by
the Director of the Federal Emergency Management Agency as a special floed hazard area, Grantor agrees to
obtain and maintain Federal Figod Insurancé, if ‘available, within 45 days after notice is given by Lender that the
Property is located in a special flood-hazard aféa; for the full unpaid principal balance of the loan and any prior liens
on the property securing the loan;: up.to"the makimum policy fimits set under the National Flood Insurance Program,
or as otherwise required by Lender, and to maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promiptly notify:Lender of any loss or damage to the Property. Lender may
make proof of loss if Grantor fails to do So within-fifteen (15} days of the casualty. Whether or not Lender's
security is impaired, Lender may, at Lender's Blection, receive and retain the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration
and repair of the Property. If Lender elects, to_apply the proceeds to rostoration and repair, Grantor shall repair or
replace the damaged or destroyed Improverments in @ manner satisfactory to Lender. Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable cost of
repair or restoration if Grantor is not in default-under this Deed of Trust. Any proceeds which have not baen
disbursed within 180 days after their receipt and which Lender has not committed to the repair or restoration of
the Property shall be used first to pay any amount owing*to_'ender under this Deed of Trust, then to pay accrued
interest, and the remainder, if any, shall be applied to-thg- pnncrpal ‘balance of the Indebtedness. If Lender holds
any proceeds after payment in full of the 1ndebtedness such proceeds shall be paid without interest to Grantor as
Grantor's interests may appear.

Grantor's Report on Insurance. Upon request of Lender however not more than once a year, Grantor shall furnish
to Lender a report on each existing policy of insurance Showing: (1)..the name of the insurer; (2) the risks
insured; (3) the amount of the policy, (4) the property insured, the then current replacement value of such
property, and the manner of determining that value; and (5) the expiration:date of the policy. Grantor shall, upon
request of Lender, have an independent appraiser satisfaciory to Lender determme the cash value replacement cost
of the Property.

LENDER'S EXPENDITURES. If any action er proceeding is commenced that would matenally affect Lender's interest In
the Property or if Grantor fails to comply with any provision of this Deed-of Trust or.any Related Documents, including
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor is fequired to discharge or pay
under this Deed of Trust or any Related Documents, Lender on Grantor's behalfk_may {but’shall not be obligated to) take
any action that Lander deems appropriate, including but not limited to discharging or paying all faxes, liens, security
interests, encumbrances and other claims, at any time levied or placed on the:Property and paying all costs for insuring,
maintaining and preserving the Property, All such expenditures incurred or paid by Lender for such purposes will then
bear interest at the rate charged under the Nate from the dale incurred or paid by-Leéndar to.the date of repayment by
Grantor. All such expanses will become a part of the Indebtedness and, at Lender's.option, will (A) be payable on
demand; (B) be added to the balance of the Note and be apportioned among and’ be ‘payable. with any installment
payments to bacome due during either {1) the term of any applicable insurance policy: or (2)-“the ‘remaining term of
the Note; or (C} be treated as a balloon payment which will be due and payable at the'Note's maturity. The Deed of
Trust also will secure payment of these amounts. Such right shall be in addition to aII other nghts and remedies to
which Lender may be entitfed upen Defauit,

WARRANTY; DEFENSE OF TITLE. The following provisions ralating to ownership of the Proparty are ‘a part of thls Deed
of Trust:

Title. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Proberty n"i'faé simple,
free and clear of all liens and encumbrances other than those set forth in the Real Property description or.in any
title insurance policy, title report, or final title opinicn issued in favor of, and accepted by, Lender-in conhection
with this Deed of Trust, and (b} Grantor has the full right, power, and authority to execute and’ delwer thls Deed of
Trust to Lender, . .
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Defense of Title..:Subject to the exception in the paragraph above, Grantor warrants and will ferever defend the
title to the Property: against the lawful claims of all persons. In the event any action or proceeding is commenced
that gquestions Grantor's'itle or the interest of Trustee or Lender under this Deed of Trust, Grantar shall defend the
action at Grantor's: expense.  Grantor may be the nominal party in such proceeding, but Lender shall be entitled to
participate in the proceedlng ‘and to be represented in the proceeding by counsel of Lender's own cheice, and
Grantor will deliver, or cause to be delivered, to Lender such instruments as Lender may request from time to time
to permit such participation:

Compliance With gaﬁg. Qr‘ah'tt::)}'w_arrants that the Property and Grantor's use of the Property complies with all
existing applicable laws, ordinarites, and regulations of governmental autherities.

Survlval of Representat_ibn_s and Warranties. All representations, warranties, and agreements made by Grantor in
this Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and
shall remain in full force:and effect until such time as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The fol1ow’i“ng_'ﬁrévisigné_reiating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceedingFin .¢ondemnation is filed, Grantor shall promptly notify Lender in writing, and
Grantor shall promptly take such sieps as may-be necessary to defend the action and obtain the award. Grantor
may be the nominal party in such proceedlng, but Lender shall be entitled to participate in the proceeding and to be
represented in the proceeding by-tounsel”of ité own choice all at Grantor's expense, and Grantor will deliver ar
cause to be delivered to Lender sach’ mstruments and documentation as may be requested by Lender from time to
time to permit such participation. :

Application of Net Proceeds. If all or any part of. tha Property is condemned by eminent domain procesdings or by
any proceeding or purchase in lieu of candemnation, tender may at its election require that all or any portion of ihe
net proceeds of the award be applied to the Indabtedness or the repair or restoration of the Property. The net
proceeds of the award shall mean the award after payment of all reasonable costs, expenses, and attorneys' fees
incurred by Trustee or Lender in connectior with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY. GOVERNMENTAL AUTHORITIES. The following provisions relating
to governmental taxes, fees and charges are a part af. this Deed of Trust;

Current Taxes, Fees and Charges. Upon request by Lender, Graritor shall execute such documents in addition to
this Deed of Trust and take whatever other action is reglested by Lender to perfect and continue Lender's lien an
the Real Property. Grantor shall reimburse Lender for all taxes, .as described below, together with all expenses
incurred in recording, perfecting or continuing this*Déed of Trust, including without limitation all taxes, fees,
docurmantary stamps, and other charges for recording or registeringthis Deed of Trust.

Taxes. The following shall constitute taxes to which this_section-applies: (1) a specific tax upon this type of
Deed of Trust or upon all or any part of the Indebtedness secured by this:Deed of Trust; (2} a specific tax on
Grantor which Grantor is authorized or required to deduct from payments on the Indebtedness securad by this type
of Deed of Trust; (3) a tax an this type of Deed of Trust chargeable againstthe Lender or the holder of the Note;
and (4) a specific tax on all or any portion of the Indebtedness or on payments of principal and interest made by
Grantor.

Subsequent Taxes. [f any tax to which this section applies is enacted subsequent to tha date of this Deed of
Trust, this event shall have the same effest as an Event of Default, and Lendér. may exercise any or all of its
available remedies for an Event of Default as provided below unless Grantor either : (1) pays the tax before it
becomes delinquent, or (2} contests the tax as provided above in the Tazes and LJens section and depoesits with
Lender cash or a sufficient corporate surety bond or other security satlsfactory to Lender

SECURITY AGREEMENT; FINANCING STATEMENTS. The following prowsmns relatlng to' thls Deed of Trust as a
security agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement o the extant any of the Property
constitutes fixtures, and Lender shall have all of the rights of a secured party under the Unlform Commercial Code
as amended from time to time.

Security Interest.  Upon request by Lender, Grantor shall take whatever action is._.requeste'd b.y'Lendar to perfect
and continue Lender's security interest in the Rents and Personal Property. n addition’to retording this Deed of
Trust in the real property records, Lender may, at any time and without further authorization:frem Grantor, file
executed counterparts, copies or reproductions of this Deed of Trust as a financing.statement. Grantor shall
reimburse Lender for all expenses incurred in perfecting or continuing this security interést. Upon default, Grantor
shall not remave, sever or detach the Personal Property from the Property, Upon default, Grantor shall . aesemble
any Personal Property not affixed to the Property in a manner and at a place reasonably convement to Grantar and
Lender and make it available to Lender within three (3) days after receipt of written demand frdm. Lender to the
extent permitted by applicable law.
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Addresses. The inalliig addresses of Grantor {debtor) and Lender (secured party) from which information
concerning the. sacurlty interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Code) are as: stated on the first page of this Deed of Trust.

FURTHER ASSURJ&NCES ATTORNEY-IN-FACT The following provisions relating to further assurances and
attorney-in-fact are a part of this Deed of Trust:

Further Assurances. Af any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause:to be madé;-executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to b filéd, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and places as Lender may déem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuation staterments, instruments of further assurance, certificates, and
other documents as may, iin the sols opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related
Decuments, and (2} thie ligns and ssourity interests created by this Deed of Trust as first and prior Yiens on the
Property, whether now owried-&r hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary in wr:tlng. Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to in this paragraph ‘

Attorney-in-Fact. |f Grantor fails to-do’ any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for.the purpose of making, executlng delivaring, filing, recording, and doing all
other things as may be necessary or deswab[e in Landers sole opinien, to accomplish the matters referred to in
the preceding paragraph. : .

FULL PERFORMANCE. If Grantor pays all the lndehtedness including without limitation all future advances, when due,
and otherwise performs all the obligations imposed:upon Grantor under this Deed of Trust, Lender shall execute and
deliver to Trustee a request for full reconveyance and shall execute and deliver to Grantor suitable statements of
termination of any financing statement on file ‘evidencing Lender's security interest in the Rents and the Personal
Property. Any reconveyance fee shall be paid:by. Grantor, if permitted by applicable law. The grantee in any
reconveyance may be described as the "person or persons legally entifled thereto”, and the recitals in the reconveyance
of any matters or facts shall be conclusive proof of the lruthfulnes“s of any such matters or facts.

EVENTS OF DEFAULT. Each of the following, at Lender’s optlon shall constltute an Event of Default under this Deed
of Trust:

Payment Default. Grantor fails to make any payment whan due under the Indebtedness.

Other Defaults. Grantor fails to comply with or to perform any other.term, obligation, covenant or condition
contained in this Deed of Trust or in any of the Related "Documsiils or to.comply with or to perform any term,
obligation, covenant or condition contained in any other agreement between Lender and Grantor.

Compliance Default. Failure to comply with any other term, obllgatlon covenant or condition contained in this
Deed of Trust, the Note or in any of the Related Documents.

Default on Other Payments. Failure of Grantor within the time requ]red by thls Daed of Trust to make any payment
for taxes or insurance, or any other payment necessary to preventfiling of or-t6 effect discharge of any lien.

Default in Favor of Third Parties. Should Grantor default under any loan,” e;gtensmn_ of credit, security agreement,
purchase or sales agreement, or any other agreameant, in favor of any other creditor or person that may materially
affect any of Grantor's property or Grantor's ability to repay the Indebfedness or Grantors ability to perform
Grantor's obligations under this Deed of Trust or any of the Related Docurnents

False Statements. Any warranty, representation or statement made oF-. furnlshed to Lender by Grantor or on
Grantor's behalf under this Deed of Trust or the Related Documents is faise or mlsleadmg In any material respect,
either now or at the time made or furnished or bacomes false or misleading at any time thereafter.

Defective Collateralization. This Deed of Trust or any of the Related Documer"its"'ceases fo bé in full force and
effect (including failure of any collateral document to create a valid and perfected secunty mterest or lien) at any
time and for any reason. y

Insolvency. The dissolution or termination of Grantor's exisience as a going busmess tha mso\vancy of Grantor,
the appointment of a receiver for any part of Grantor's property, any assignment for the: benef't of creditors, any
type of creditor workout, or the commencement of any proceeding under any bankruptcy of lnsolvency Iaws by or
against Grantor. : )

Croditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedmgs, whether by judicial
proceeding, seli-help, repossession or any other method, by any ereditor of Grantor or by any govemmental agency
against any property securing the Indebtedness. ThIS includes a garnishment of any of {rantor's”aceounts,
including deposit accounts, with Lender. Howaver, this Event of Default shall not apply if there is“a good faith
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dispute by Grantarag 10 the validity or reasonableness of the claim which is the basis of the creditor or forfeiture
proceeding and-if Grantor gives Lender writtan notice of the creditor or forfeiture proceeding and deposits with
Lender monies or.a surety Bond for the creditor or forfeiturs proceeding, in an amount determined by Lender, in its
sole discretion, as being an’ adequate reserva or bond for the dispute.

Breach of Other Agreement Any breach by Grantor under the terms of any other agresment between Grantor and
Lender that is not remedied-within any grace period provided therein, including without limitation any agreement
concerning any indebtadne’ss o_r:-.otf]er obligation of Grantor to Lender, whether existing now or later,

Events Affecting Guarantor Any be the preceding events ocours with respect to any Guarantor of any of the
Indebtedness or any Guarantor d;es ‘or becornes incompetent, or revokes or disputes the validity of, or liability
under, any Guaranty of the Indebtadness,

Adverse Change. A materlal adversa change occurs in Grantor's financial condition, or Lender believes the
prospect of payment of perfermance of the Indebtedness is impaired.

Insecurity. Lender in good faith belleve_s itself insecurs.

RIGHTS AND REMEDIES ON DEFAULT lf an Event of Default occurs under this Deed of Trust, at any time thereafter,
Trustee or Lender may exeicise any: one or more of the following rights and remedies:

Election of Remedies. Election by- Lender to pursue any remedy shall not exclude pursuit of any other remedy, and
an election to make expenditures or‘te take action to perform an obligation of Grantor under this Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a default and exercige its remedies.

Accelerata Indebtedness. Lender shall have the‘.ri‘_e,'h&t ‘at its option to declare the entire Indebtedness immediately
due and payable, including any prepaymient pena‘hy which Grantor would be reguired to pay.

Foreclosure. With respect to alt or any part of the Real Property, the Trustee shall have the right to exercise fis
power of sale and to foreclose by notice 4nd sale, and Lender shall have the right to foreclose by judicial
foreclosure, in either case in accordance with and to the full extent provided by applicable law.

UCC Remediss. With respec{ {o all or any paﬂ of the Perspnat Propeﬂy Lender shall have all the rights and
remedies of a secured party under the Uniform Commercial Code

Collect Rents. Lender shall have the right, without ncmce 10 Grantor 1o take possession of and manags the
Property and collect the Rents, including amounts past due and: unpand and apply the net proceeds, over and
above Lender's costs, against the Indebledness. In. furtherance of this right, Lender may require any tenant or
other user of the Property to make payments of rent or use fees directly to Lender. [f the Rents are collected by
Lender, then Grantar irrevocably designates Lender as Grantor's atforney-in-fact to endorse instruments received in
payment thereof in the name of Grantor and 1o negotiate the sare.and collect the proceeds. Paymenis by tenants
or other users to Lender in response to Lender's demand shall satisfy'the obligations for which the payments are
made, whether aor not ahy proper grounds for the demand exrsted Lender may exercise its rights under this
subparagraph either in persan, by agent, or through a receiver.

Appoint Receiver. Lender shall have the right to have a raceiver appomted te take possession of all or any part of
the Property, with the power to protect and preserve the Property, to-operate the Property preceding or pending
foraclosure or sale, and to collect the Rents from the Property and-apply-the-proceeds, over and above the cost of
the receivership, against the Indebtedness. The receiver may serve without:bond. if:permitted by law. lLenders
right to the appointment of a receiver shall exist whether or not the apparent value of the Property exceeds the
Indebtedness by a substantial amount. Employment by Lender shall riot disqualify a person from serving as a
receiver. K

Tenancy at Sufferance. |f Grantor remains in possession of the Property aftér the Property is sald as provided
above or Lender otherwise becomes entitied to possession of the Property upon default’of Grantor, Grantor shall
become a tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either (1)
pay a reasonable rental for the use of the Property, or (2) vacate the Property rmmedlalely upon the demand of
Lender.

Other Remedies. Trusiee or Lender shall have any other right or remedy provrded m thls Deed of Trusl or ine Note
or available at law or in equity. :

Motice of Sale. Lender shall give Grantor reasonable notice of the time and place oi any pub‘hc saie of the Personat
Property or of the time after which any private sale or other intended disposition of the-FPersonal Property is to bhe
made. Reasonable notice shall mean notice given at least ten (10) days bafore the time- of the sale or dlsposmon
Any sale of the Personal Property may be made in conjunction with any sale of the Real Proparty. :

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any. and aII r:ghts 16 have
the Property marshalled. In exercising its rlghts and remedies, the Trustes or Lender shall be frée to sell-all orany
part of the Property together or separately, in one sale or by separate sales. Lender shall be entntled to bud at, any
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public sale on‘all gr'apyportion of the Property.

Attorneys' Fees: Expenses, If Lender institutes any suit or action to enforce any of the terms of this Deed of
Trust, Lender shall be entitied to recover such sum as the court may adjudge reasaonable as attorneys® fees at trial
and upon any-appéal:. Whether or not any court action is involved, and to the extent not prohibited by law, all
reasonable expenses:Lander incurs that in Lenders opinion are necessary at any time for the protection of its
interest or the enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear
interest at the Note rate from the date of the expenditure until repaid. Expenses covered by this paragraph include,
without limitation, however: subject to any limits under applicable law, Lender's attorneys' fees and Lender's legal
expenses, whether: or ‘not theré is _a:lawsuit, including attormneys' fees and expenses for bankrupioy procsedings
(including efforts to modify.or vacate any automatic stay or injunction), appeals, and any anticipated post—;udgment
collection services, the :cost of searching records, abtaining title reparts {including foreclosure reporis), surveyors'
reports, and appraisal feds, title insurance, and fees for the Trustee, to the extent permitted by applicable law.
Grantor also will pay any. court costs, m addltmn to all other sums provided by law.

Rights of Trustee. Trustee shalf have all of the rights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE The following provisions relating to the powers and obligations of Trustee
(pursuant to Lender's instructions) are part of this Déed of Trust:

Powers of Trustee. In addition toall powers “of Trustee arising as a matter of law, Trustee shalt have the power to
take the following actions with respect to the Property upon the written request of Lender and Gramtor: {a} join in
preparing and filing a map or piat of the Real Property, including the dedication of streets or other rights to the
public; (b} join in granting any easement or creating any restriction on the Real Property; and  {c) join in any
subordination or other agreement affecting this Deed-of Trust or the interest of Lender under this Deed of Trust,

Ohligations to Notify. Trustee shall not-be obllgated to notify any other party of a pending sale under any other
trust deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless
required by applicable law, or unless the action or proceeding is brought by Trustee,

Trustee. Trustee shall meet all qualifications. réquired for Trustee under applicable law. In addition to the rights
and remedies set forth above, with respect tg-all or any part:6f the Property, the Trustee shall have the right to
foreclose by notice and sale, and Lender shall have the right to fareclase by judicial foreclosure, in either case in
accordance with and to the full extent provided by applicabie. Iaw

Successor Trustee. Lender, at Lender's option, may from:- fime to t|me appoint a successor Trustae to any Trustee
appointed under this Deed of Trust by an instrument, executed and acknowledged by Lender and recorded in the
office of the recorder of SKAGIT County, State of Washington. _The instrument shall contain, in addition to all
ather matters required by state law, the names of the ongrnal Lender, Trustee, and Grantor, the book and page or
the Auditor's File Number where this Deed of Trust is recorded; and.the name and address of the successor
trustee, and the instrument shall be executed and acknowledged. by Lehder or its successors in interest, The
successor trustes, without conveyance of the Properly, shall succeed 1o al lhe title, power, and duties conterred
upon the Trustes in this Deed of Trust and by applicable law. - This procedure for substitution of Trustee shail
govern ta the exclusion of all other provisions for substitution. © - B

NOTICES. Subject to applicable law, and except for notice requrred or aliowed by {aw.io be given In another manner,
any notice required to be given under this Deed of Trust, including withott liriitation any notice of default and any
notice of sale shall be given in writing, and shall be effective when actually delivered; when actually received by
telefacsimile (unless otherwise reguired by law), when deposited with a nationally recagnized overnight courier, or, if
mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the halder of
any lien which has priority aver this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Beed of Trust. Any parly may change its address for notices under this Deed of TFrust'by giving formal writtan
notice to the other parties, specifying that the purpose of the notice is ta change the partys address. For notice
purposes, Grantor agrees to keep Lender informed at all imes of Grantor's current address. Subjett to applicable law,
and except for natice required or aliowed by law to be given in another manner, if there is more than one Grantor, any
notice given by Lender to any Grantor is deerned to be nofice given to ali Grantors,  °

MISCELLANEOQUS PROVISIONS. The following miscellaneous provisions are a part of thls Deed of Trust

Amendments, This Deed of Trust, together with any Related Documents, constitutes the eritire’ understandmg and
agreement of the parties as to the matters set forth in this Deed of Trust. No afteration’ of-or arhendment to this
Deed of Trust shall be effective unless given in writing and signed by the party or partigs: sought tor be charged or
bound by the alteration ar amendment.

Annual Reports. If the Property is used for purpeses other than Grantor's residence, Grantor shall furnish to
Lender, upen request, a certifled statement of net operating income received from the Property diring.Grantor's
previous fiscal year in such form and detail as Lender shali require. "Net operating income™-ghall mean -all cash

L
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receipts from the F’r‘operty less all cash expenditures made in connection with the operation of the Property.

Captlon Headmgs Captlon headings in this Deed of Trust are for convenience purposes only and are not to be
used to interpretor def 2l the provisions of this Deed of Trust.

Merger., There shall be no rnerger of the interest or estate created by this Deed of Trust with any other interest or
estate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender.

Applicable Law, The Loan secured _by this lien was made under a United States Small Business Administration
{SBA) nationwide program whicli‘uses tax dollars to assist small business owners. If the United States is seeking
to enforce this document, then under SBA regulations: (a} When SBA is the holder of the Note, this document and
all documents evidencing or securing:thls Loan will be construed in accordance with federal taw. (b) Lender or
SBA may use Jocal or state procedures for purposes such as filing papers, recordlng documents, giving notice,
foreclosing liens, and other: purposes. By uslng these procedures, SBA does not waive any federal immunity frnm
local or state control, penalty, tx or liability. No Borrower or Guarantor may claim or assert against SBA any local
or state law to deny any obllgatlon ‘of Borrower, or defeat any claim of SBA with respect to this Loan. Any clause
in this document raquiring arbltratwn is not enforceable when SBA Iis the holder of the Mote secured by this
instrument. . ;

Choice of Venue. |[f there is a Iawé’mt Graritor" agrees upan Lender's request to submit to the jurisdiction of the
courts of Snchomish County, Stata.of Washmgton

No Waiver by Lender. Lender shall not be deemed tohave waived any rights under this Deed of Trust unless such
waiver is given in Wﬂtll"lg and signed by Lerider. N delay or omission on the part of Lender in exercising any right
shall operate as a waiver of such right or any other fight. A waiver by Lender of a provision of this Deed of Trust
shall pot prejudice or constitute a walver of Lénder's right otherwise to demand strict compliance with that
provision or any other provision of this Ceed of Trust. No prior waiver by Lender, nor any course of dealing
batween Lender and Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor's ghligations
as to any future transactions. Whenever the- consent of Lender is required under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute continuing consent to subsequent instances where
such consent is required and in all cases such cansent may be granted or withheld in the sole discretion of Lender.

Severability. I a court of competent jurisdiction finds any provusmn of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding .shalt not raake the offending provision illegal, invalid, or
unenforceable as to any other circumstance. If feasiblg, the offending pravision shall be considered modified so
that it becomes legal, valid and enforceable. If the offending provision cannot be so modified, it shall be
considered deleted from this Deed of Trust. Unless, otherwise required by law, the illegality, invalidity, or
unenfarceability of any pravision of this Deed of Trust shall not: affect the legallty validity or enforceability of any
ather provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in th|s Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure to the benéfit of the partl_es their successors and assigns. If
ownership of the Propaerty becomes vestad in a person other than'Grantor; Lender, without notice to Grantor, may
deal with Grantor's successors with reference to this Deed of Trisst'andthe.Andebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or llablilty under the Indebtedness.

Time is of the Essence. Time is of the essence in the performance of this. Deed of Trust

Waive Jury. All parties to this Deed of Trust hereby waive the right to any jury trlal In ahy action, proceeding, or
counterciaim brought by any party against any other party.

Waiver of Homestead Examption. Grantor hereby releases and waives 'a!I rights and..:-b'eneﬁts of the homestead
exemption laws of the State of Washington as to all Indebtsdness secured by-this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall maan amgiunts in lawful money
of the United States of America. Words and terms used in the singular shall include the pjufal,-and_the plural shall
include the smgular as the context may require. Wards and terms not otherwise def’ ned in thls Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code: : ;

Beneficiary. The word "Beneficiary" means Pacific International Bank, and its successors and assngns

Borrower. The word "Borrower” means ANACORTES HOSPITALITY, INC and lncludes all m—si‘dners and
co-makers signing the Note and all their successors and assigns. S o

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender “and Trustsa and
includes without limitation all assignment and security interest provisions relating to the F’arsenai Property and
Rents, . . ;
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Default. The Word‘"Defauit“ means the Default set forth in this Deed of Trust in the section titied "Default”.

Event of Defauli. The words "Event of Default” mean any of the events of default set forth in this Deed of Trust in
the events of default secnon of this Deed of Trust.

Grantor. The word “Gfantor“ means ANAGCORTES HOSPITALITY, INC.

Guaranter. The word "Guarantor means any guarantor, surely, or accommodation party of any or all of the
Indebtedness.

Guaranty. The word "Guaranty hﬂeans the guaranty from Guarantor to Lender, including without limitation a
guaranty of all or part of the: Note. = °

improvements. The word "lmprovements means all existing and future improvements, buildings, structures,
mabile homes affixed en the Real Propeny facilities, additions, replacements and other construction on the Real
Property. .

Indebtedness. The word "Inde‘btedne.ss" means all principal, interest, and other amounts, costs and expenses
payable under the Note or Related Dacuments, together with all renswals of, extensions of, modifications of,
consalidations of and substitutions: for the Noté or Relaled Documents and any amounts expended or advanced by
Lender to discharge Grantor's.: oblrgattons pr expenses incurrad by Trustee or Lender to enforce Grantor's
obligations under this Deed of Trust, together dvith interest an such amounts as provided in this Deed of Trust.
Spemf ically, without limitation, Indeblédness:inciudes the future advances set forth in the Fulure Advances
provision, together with all interest. thereon and all amounts that may be indirectly secured by the
Cross-Collateralization provision of this Deed ‘of Trust

Lender. The word "Lender” means Pacifi G Internatlonal Bank, its successors and assigns.

Note. The word "Note" means the promissory note dated February 2, 2011, in the original principal
amount of $2,100,000.00 from Grantor to Lender, together with afl renewals of, extensions of,
modifications of, reﬁnancmgs of, consolidations of, and substitutions for the promissory rote or agreement.
NOTICE TO GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property, The words "Personal Propérty" mean all equipment, fixtures, and other articles of personal
property now or hereafter owned by Grantor, and now.or hereafter attached or affixed to the Reai Property;
togethar with all accessions, parts, and additions to, alf replacements of, and all substitutions for, any of such
property; and together with all issues and profits thereon’ and proceeds (including without limitation all insurance
proceeds and refunds of premiums) from any sale or other dlsposmon of the Property.

Property. The word "Property” means coltectivaly the Real -Property and the Personal Property.

Real Property. The words "Real Property” mean the real property inlerests and rights, as further described in this
Deed of Trust.

Related Documents. The words "Related Documents” msan_{ all prom_iss'ory notes, credit agreements, loan
agreements, guaranties, security agreements, mortgages, deeds of trust, secitrity deeds, collateral mortgages, and
all other instruments, agreements and documents, whether now. or. hereafter existing, executed in connection with
the indebtedness; provided, that the environmental indemnity agreements are’ ot "Related Documents” and are
not secured by this Deed of Trust. .

Rents, The word "Rents” means all present and future rents, revenues income lssues. royalties, profits, and
other benefits derived from the Property.

Trustee, The word "Trustee" means CHICAGQ TITLE COMPANY, whose mallmg address is 425 COMMERCIAL,
PO BOX 638, MOUNT VERNON, WA 98273 and any substitute or succesgor-trustees..”
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GRANTOR ACKNQWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR

AGREES TO ITS. TERMS )

GRANTOR:

ANACORTES H splTA'er*'r"; |__N"(:__.

By: ( P "__‘L.-’/ -:K ; ‘
WODN YOUNG JUNG," President a@T?r_r_uaasurer of ANAGORTES
OSPITALITY, |Nc ooy T o \\““;2““1" "
- -'S"\ Qﬁ\\\\mﬁq "y
. ‘:‘ -S‘GN H J"
JUNG V.P. arid’Secretary é‘l"ANAGORTE OSPITALITY, INC F S ng.g O X
; T ’f 2
e Z 27 %. ’
VYR : 2 % £z
CORPORATE ACKNOWLEDGMENT 2 %% AQUBL\O P
S8 f{,” I‘»'.’@qs- q,go___.:.—
STATE oF LURSHINGTON B ) R ol“u\\\\s‘“‘ A‘&s‘*
) SS w AS‘&K:;- a

, before mae, the undersigned

COUNTY OF LA G T
day of Fes %Euv’w.{ - a0l

On this Jj_)%p'—

Notary Public, perscnally appeared WOON YOUNG JUNG, President and Treasurer of ANACDRTES HOSPITALITY, INC,
and personally known to me or proved to me on the basis of sausfactory evidence to be an authorized agent of the
gorporation that executed the Deed of Trust and acknowlédged the Deed of Trust to be the free and voluntary act and

deed of the corporation, by authority of its Bylaws or by resolytion.of its board of directors, for the uses and purposes
therein mentioned, and on oath stated that he or she is authonzed to’ execute this Deed of Trust and in fact executed

P Resnding at V\’@Wﬁ— UQ/UL(/N\

My commtssaon axpires 1o ' = l |k

PR

‘x_}i, K P.ALL-"-"‘A‘

the Deed of Trust an behalf of the corparation.

By »l\ (il s W
Notary Puhuc in and for the State of LU‘ tﬁr_\/H l NG‘S CJ\-\
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STATE SN XA “
oF (A fr\ Sf f ‘ a2 e F O£
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COUNTY OF =>1L9'C:'_l.-“'t_.l ) e iSO
NPT SIS
— ) . N ‘ ‘ e
on this Z, day of o= il 20| , bafore me, the undersigned

Notary Public, personally appeared IN- JA JUNG, V. P. and Secretary of ANACORTES HOSPITALITY, INC, and
personally known lo me or ‘proved to me:on':the basis of satisfactory evidence to be an authorized agent of the
corporation that executed the Deed of Trust aid acknowledged the Deed of Trust to be the frae and voluntary act and
deed of the corporation, by authofity of its-Bylaws or by resolution of its board of directors, for the uses and purposes
therein mentioned, and on oath stated that he or, she is authorized to execute this Deed of Trust and in fact executed

the D 31 of Trust on behalf of the cerporatlon }
By_ |V (. e b u,éﬂ,gt Residing at M/CLUAUL (, D0 AV

Notary Publn: in and for the State of {/\.«)@/J LUUVV\ W\ My commission expires {0 ! ) ! f 9‘
AR K PALT TR B R

Vil

REQUEST FOR FULL RECONVEYANCE

To: Trustee

The undersigned is the legal owner and holder of all |ndebledﬂess secured by this Deed of Trust. You are hereby
requested, upon payment of all sums owing to you, to reconvey Wlthout ‘warranty, to the persons entitled thereta, the
right, title and interest now held by you under the Deed of Trust :

Date: . _Beneﬁciary:
vt By:
Its:

LASER PRO Lending, Ver. 5.52.10.001 Copr. Harland Financial Sotuﬁons. l:nc". 1997, 2011, All Rights Reserved. -
WA HAPROSUITEXCFM.PL\GO1.FC -T_I__:l-138.1._:,:PBe24--s: )
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