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THIS DEED OF TRUST is dated March 7, 2002, among SKAGIT VALLEY HOSPITALITY HOUSE
ASSOCIATION DBA FRIENDSHIP HOUSE,-A WASHINGTON NON PROFIT CORPORATION,
whose address is P.O. BOX 517, MOUNT VERNON WA 98273 ("Grantor"); Skagit State Bank,
whose mailing address is Downtown Mount Vernon, 901 § Cleveland St, P O Box 339, Mount
Vernon, WA 98273 (referred to below sornetlmes ‘as "Lender” and sometimes as
"Beneficiary™"); and Island Title Company, whose mallmg address is P O Box 670, Burlington,
WA 98233 (referred to below as "Trustee"). : g,
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CONVEYANCE AND GRANT. For valuable consideration, Granter conveys lo Trustee In trust with power of sale, right
“'of enitry.and posgsession and for the benefi! of Lender as Beneficiary, all of Grantor’s right, titie, and interest in and to the
foliowirlg describéd real property, togsther 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 utilities
withidifch or |rr|gahon rights); and all ather rights, royallies, and profits ralating to the real property, including without limitation
all mingrals, oll,-gas, geothermal and similar matters, (the "Real Proper&") located in SKAGIT County, State

of Washmgton

The South 40 feet of Lots 7, 8 and 9, Block 7, AMENDED PLAT OF BURLINGTON,
according fo the plat thereof recorded in Volume 3 of Plats, page 17, records of Skagit
County, Washmgton.

TOGETHER WITH that portion of the North 20 feet of vacated Magnolia Street fronting
and abutting upon said Lots 7, 8 and 9, as conveyed to Norman Wallace and Helen
Wallace, husband and wife, on December 1965, under Auditor’s File No. 898758, records
of Skagit County, Washington and executed by the City of Burlington.

Situated in Skagit County, Washington.

The Real Property or its address is commonly known as 500 N OAK ST, BURLINGTON, WA
98233. The Real Property tax ide’ntif' cation number is 4076-007-009-0106

CROSS-COLLATERALIZATION. In addmon to:the Note, this Deed of Trust secures all obligations, debts and liabilities, plus
interest thereon, of Grantor to Lender ‘or any.one-or more of them, as wall as all ctalms by Lender against Grantor or any one
or more of them, whether now exisfing or hereafler arising, whether related or unrefated to the purpose of the Note, whether
voluntary or otherwise, whethar due or'not'due, direct or indirect, determined or undetermined, absolute or contingent,
liquidated or unliquidated whether Grantor’ may be-fidble individually or jointly with others, whether obligatad as guarantor,
surely, accommodation party or otherwise,.and whether recovery upon such amounts may be or hereafter may become
barred by any statute of limitations, and" whether lhe obl:galton to repay such amounts may be or hereafter may become
otherwise unenforceable.

Grantor heraby assigns as sacurity to Lender, ali of Grantor's nght titte, and interest in and to all leases, Rents, and profits of
the Property. This assignment is recorded in acgordance’ with' RCW 65.08.070; tha llen 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 license may be revoked at Lender's opfion and shall be automatically revoked upon acceleration
of all or part of the indsbtedness.

THIS DEED OF TRUST, INCLUDING THE ASSiGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PFIOPERTY IS GIVEN TO SECURE (A) .PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST, THIS DEED OF TRUST IS GIVEN AND ACCEPTED, ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as ctherwise provided in this Peed of Trust, Grantor shall pay to Lendsr all
amounts secured by this Deed of Trust as they becoma due, and shall strictly and in a timely manner perform all of Grantor's
obligations under the Note, this Degd of Trust, and the Related Iocumenfs ‘

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees Ehat Gran!or s possession and use of the Property
shall ba governed by the following provisions:

Possession and Use. Until the occurrence of an Event of Default, Grantor may {1) remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3) collect the Rents from the Property (this privilege is a
licanse from Lender to Grantor automatically revokad upon default).. The following provisions relate to the use of the
Property or to other limitations on the Froperty. The Real Properly is not used pnnc;pally for agricultural purposes.

Duty to Mainiain. Grantor shall maintain the Property in tenantabla condmon and promplly perform all repairs,
replacements, and maintanance necessary o preserve its value.

Compliance With Environmental Laws. Grantor represents and warrants to Lender thal (1) During the period of
Grantor’s ownership of the Property, there has been ro use, generation,” manulacture; storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person on, under, abolt ¢r from the Property; (2)
Grantor has no knowledge of, or reason to bellave ihat there has been, "except as préviously disclosed to and
acknowledged by Lender in writing, {(a) any breach or viglation of any Environmental Laws, (b) any use, generation,
manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substaince on, under, about
or from the Proparty by any prior owners or occupants of the Proparty, or (¢) any actual of threatenad ltigation or
claims of any kind by any persan relating to such matters; and (3) Except as previously.. disclosad fo and acknowledged
by Lender in wriling, (a) neither Grantor nor any tenant, contractor, agent or other awthorized User-of the Property shall
use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance-on, under; about or from the
Property; and {b) any such activity shali be conducted in compllance with all applicable federal,-state, and local laws,
regulations and ordinances, including without limitation all Environmental Laws. Grantor autherizes |ender and its
agents to enter upon the Properly to make such inspections and ltests, at Grantor's expense, as Lender may deem
appropriata to determine compliance of the Property with this section of the Deed of Trust. -Any inspéctions or tests
made by Lender shall be for Lender's purposes only and shall not be construed to create any responsibility or liability on
the part of Lender lo Grantor or to any other person. The represenialions and warranties contained;tierein are'based on
Grantor's due diligence in investigating the Property for Hazardous Substances. Grantor hereby (1) -releases and
walves any futura claims against Lender for indemnity or contribution in the event Grantor becomes liable for Cleanup-or
other costs under any such laws; and (2) agrees lo indemnify and held harmless Lender against any.dnd-afi. claims,
losses, liabilities, damages, penaities, and expenses which Lender may directly or indirectly sustain or sufferresutting..
from a breach of this section of the Deed of Trust or as & consequence of any use, generation, manufaciure, storags,
disposal, release or threatened refease occurring prior to Granlor's ownership or interest in the Property, whather or'net
the same was or should have baen known fo Grantor. The provisions of this seclion of the Deed of Trust, including.the
obligation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and reconveyance of the lien” .-
of this Deed of Trust and shall not be affected by Lender's acquisition of any interest in the Property, whether by
foraclosure or otherwise, ¢

Nuisance, Waste. Grantor shall not causs, conduct or permit any nuisance nor commit, permit, or suffer any strlppmg of*"
or waste on or to the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will
not remova, or grant to any other party the right to remove, any timber, minerals {including oil and gas), coal, clay,
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scorra “soil, gravel or rock products without Lander's prior written consent.

7 "'Removal of improvements. Grantor shall not demolish or remove any improvemants from the Real Proparty without
- Lender's prior written consent. As a condition to the removal of any Improvements, Lender may raquire Grantor to make
arrangements satisfactory lo Lender to replace such tmprovements with Improvements of at lsast equal value.

Lenders nght to Enter. Lender and Lender's agenis and representatives may enter upon the Real Property at all
reasonable times to attend to Lender’s inferests and to inspect the Real Property for purposes of Grantor's compliance
wrth the termgiand. condmons of this Dead of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shali promplly cause compliance
by all agents; tenénis or other persons or entities of every nature whatsoever who rent, lease or otherwise use or occupy
the Properfy ir.any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
autherities applicabile to'the use or occupancy of the Property, Including without imitation, the Americans With Disabilities
Act. Grantor may-contest in good faith any such law, ordinance, or regutation and withhold compliance during any
proceeding, including-appropriate appeals. so long as Grantor has nofified Lender in wrifing prior o doing so and so
long as, in Lendar's sole apinian, Lander's intarests in the Property are not jecpardized. Lender may require Grantor to
post adequate seturity. or, a surety bond, reascnably satisfactory to Lender, to protect Lender's interest,

Duty to Protect.: Gran!or agrees ngither to abandon or leave unattsnded the Property. Grantor shall do all other acls, in
addition to those acts set fartk"above in this section, which from the character and use of the Property are reasonably
necessary to protect and presenre rhe Property

TAXES AND LIENS. The followmg prow ns relaling to the taxes and fiers on the Propenty are part of this Deed of Trust:

Payment. Grantor shall pay when due {and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions levied against or on account of the Praperty, and shall pay
when due aill claims for work: done on_or for services rendered or material furnished to the Property. Granlor shall
maintain the Property free of ai liens having “priority over or equal fo the interest of Lender under this Deed of Trust,
except for the lien of laxes and assessmenls not due and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may wuthhold payment of any lax, assessment, or claim in conneclion with a good faith
dispute over the obligation to pay,.§o long as Lender's interast in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Graptor shall-within fileen (15) days afler the lien arises or, if & lien is filed, within fifteen
(15) days after Grantor has notice of the filing,secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate. surety bend or other securily salistactory to Lender in an amount sufficient to
discharge the Hen plus any costs and attorneys' fées, or other charges that could accrue as a resull of a foreclosure or
sale under the lien. in any conlest, Grantor shall’ defend itself and Lender and shall satisty any adverse judgment before
enforcement against the Property. Grantor shall name Lender as an additional obligee under any surety bond furnished
in the contest proceedings.

Evidence of Paymeni. Grantor shall upon demand 1urn:sh to Lender salisfactory evidence of payment of the faxes or
assessments and shall authorize the appropriate gavernmental official to deliver to Lender at any time a written statement
of the taxes and assessments against the Properly,

Notice of Construction. Grantor shall notify Lender at least flﬁeen (15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Property, if any mechanic’s lien, materiaimen’s lien, or other
lien could be asserted on account of the work, services, or/inatgrials. > Grantor will upon request of Lender furnish to
Lender advance assurances sallsfactory to Lender that Grahtor gan and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following prowsmns relelmg to |nsurlng the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and mamtam pol:cnes oi fire insurance with standard extended
coverage endorsements on a fair value basis tor the tull insurable value.covering‘all Improvements on the Real Property
in an amount sufficient to avoid application of any coinsurance clause,/and with'a standard morigagee 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 ingureds in such liability insurance policies,
Additionally, Grantor shati maintain such other insurancs, including but not-limitéd to_hazard, business interruption, and
botler 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 poficies or cerlificates of insurance in form
satisfactory to Lender, including slrpulatlons that coverages will not be cancelled or diminished without at least thirtty (30)
days prior written notice to Lender. Each insurance policy also shalt include an endorsemant providing that coverage in
favor of Lender will not be impaired in any way by any act, omission or default:of Graptor or.dny: other person. The Real
Property is or will be located in an area designated by the Director of the Federal Emergency Management Agency as a
special flood hazard area. Grantor agrees to obtain and maintain Federal Flood Insurance,.if available, for the full unpaid
principal balance of the loan and any prior liens on the property securing the loan, up to the maximum pelicy limits set
under the National Flood Insurance Program, or as otherwise required by Lender, and to malntam such msurance for the
term of the loan. .

Application of Proceeds. Grantor shall promptly nofity 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 elgction, receive and ratain the proceeds of any insurance.dnd-apply the proceeds o
the reduclion of the Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the
Property. I Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or replate the'damaged or
destroyed Improvements in 2 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 js"not.ifi default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt'and Whlch
Lender has notl committed to the repair or restoration of the Property shall be used first fo pay any amount-owing:to
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be applied to-the principal
balance of the Indebtadness. If Lender holds any proceeds after payment in full of the Indebtedn%sl such proceeds .
shall be paid without interest to Grantor as Grantor's interests may appear.

Grantor's Reporl on Insurance. Upon request of Lander, however not more than once & year, Granlor sha}l furnish to e
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 replacemant value of such property, and the mannerf'
of determining that value; and (5} the expiration date of the policy. Grantor shall, upon request of Lendsr, have an .
indapsndant appraiser satisfactory to Lender determine the cash value replacement cast of the Property. &

LENDER'S EXPENDITURES. if any action or proceeding is commanced that would materially affsct Lendar's interest ir_l th__e"'”

Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including but'riot
limited ¢ Grantor's failure to discharge or pay when due any amounls Grantor is required to discharge or pay under this Deed
of Trust or any Relaled Documents, Lender on Grantor's behalf may (bul shall not be obligated to) take any action that Lender .+
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deems appropriate, including but not limited to discharging or paying all taxes, liens, security interasts, encumbrances and
Jpther claims, at any time levied or placed on the Property and paying all costs for insuring, maintalning and preserving the
‘Property, -Alt-such expenditures incumed or paid by Lender for such purposes will then bear interest at the rate charged
- under the Mote from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses will become
& part of the Indebtedness and, at Lender’s option, will (A) be payable on demand; (B) be added to the balance of the
Notg and be apportionad among and be payable with any installment payments to become dus during either (1) the term of
any ‘applicable insurance policy; or (2) the remaining term of the Note; or (C) be treated as a baltoon payment which will be
due and payabls at the Note’s maturity. The Deed of Trust also will securs payment of these amounts. Such right shall be in
addlhon to: ali other righis and remedies to which Lender may be entitlied upon Default.

WARRANTY DEFENSE QF TITLE. The following provisions relating to ownership of the Property are a par! of this Deed of
Trust: ‘

Title. Grentor warrants thatl; (a) Granfor holds good and marketable lile of record to the Property in fes simple, free
and clear of allliens.and:encumbrances othar than those set forth in the Real Property description or in any fitie
insurance policy, lile’ report or final title opinicn issued in favor of, and accepted by, Lender in connection with this Deed
of Trust, and (b) Gran‘lor has the full right, power, and authority to execute and deliver this Deed of Trust ta Lender.

Detense of Tifle. Subject to:the exception in the paragraph above, Grantor warrants and will forever dafend the title to
the Property agginst the lawful claims of all persons. in the event any action or proceeding is commenced that questions
Grantor's fitle or the interest-of Trustee or Lender under this Deed of Trust, Grantor shalt defend the action at Grantor's
expense. Grantor may be tHe nominal party in such proceeding, but Lender shall be enfitied to participate in the
proceeding and o be repreeented i lhe proceeding by counsel of Lender's own cholce. and Grentor will dellver, or

Compliance With Laws Grantor warrants that the Property and Grantor's use of the Property complies with all existing
applicable faws, ordinances, and regulations of governmental authorities.

Survival of Represenlallons and Warrantles All represantations, warranties, and agreemsents made by Grantor in this
Dead of Trust shall survive the execution and defivery of this Deed of Trusl, shall be continuing in nature, and shail
remain in full force and effect until such hme as Grantor's Indebtedness shall be paid in full.

CONDEMNATION, The foliowing provismns relatmg t¢ ‘condemnation proceedings are 4 part of this Deed of Trust:

Proceedings. If any proceeding in condemnatran is fled, Grantor shall promplly notify Lender In writing, and Grantor
shall promptly take such steps as may.be ‘necéssary to defend the action and obtain the award. Grantor may be the
nominal party in such procesding, but Lender shall be enfitied to paricipate in the proceeding and to be represented In
the proceeding by counsel of its own choica all at Granlor’s expense, and Grantor will deliver or cause to be delivered to
Lender such instruments and documenteilon as may be requestad by Lender from time to time to permit such
participation.

Application of Net Proceeds. If all or any part af: fhe Property is condemned by eminent domain proceedings or by any
proceeding or purchase in lieu of condemnation;, Lender may at its election require that all or any portion of the net
proceeds of the award be applied to the Indebtedness or the repair or restoration of the Property. The net proceeds of
the award shall mean the award after payment of atl reasonable cost; expenses, and attorneys’ fees incurred by Trustee
or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVEHNMENTAL AUTHORITIES The following provisions refating to
governmantal taxes, fees and charges are a part of this Deed ofTrust i

Current Taxes, Fees and Charges. Upon request by Lender, Granfor, shall execute such documents in addition to this
Deed of Trust and take whatever other action is requested by Lender: ‘o perfect and continue Lender's lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as described:-bélow, together with all expenses incurred in
recording, perfacting or continuing this Deed of Trust, mcludmg without Ilmitatlen alf taxes, feas, documentary stamps,
and other charges for recording or registering this Deed of Trust. :

Taxes. The following shall constitute taxes to which this section e_pplies: (1}.:- a."specillc 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 lndebtedness secured by this type of Deed of Trust;
{3) a tax on this type of Deed of Trust chargeable against the Lender or the hoider of the Note; and (4) a specific tax on
all or any portion of the Indebtedness or on payments of principal and |nteres!_,made b Qrentor

Subsequent Taxes. If any lax lo which this seclion applies is enacted subsequent fo the date of this Deed of Trust, this
event shall have the same effect as an Event of Default, and Lender may exsrcise any or dll of its available remadies for
an Event of Defaull as provided below unless Grantor efther (1) pays the tax before it becomes delinguent, or (2)
contasts the tax as provided above in tha Taxes and Llens saectlon and deposres wﬁh Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relehng lo this Daecl of Trust as a security
agreement are a part of this Deed of Trust:

Security Agreemeni. This instrumant shall constitute a Security Agreement to the extent any of !he Property conslitutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Cede as arnended from
time to time.

Secunrily Interest. Upon reguest by Lender, Grantor shall execute financing statements angd Iake whatever other action
is requestad by Lender to. perfect and continue Lender's security Interest In the Rents and Personal Property. In addition
lo recording this Deed of Trust in the real property records, Lender may, at any ime and without further authorization
from Grantor, file executed counterparts, copies or raproductions of this Deed of Trust as a financing statemént. Grantor
shall reimburse Lender for all expenses incurrad in perfacting or continuing this security interest, Upon.defaut, Grantor
shall not remova, sever or detach the Personal Property from the Property. Upon default, Grantér shall assembig any
Personal Property not atfixed to the Property in a manner and at a place reasonably convenienl to Grantor and Lender
and make #t available to Lender within three (3) days after receipt of written demand from Lender to the exlen‘t permitked
by applicable law. )

Addresses. The mailing addressaes of Grantor (debtor) and Lender (secured party} from which |nformat|on concermng :
the security interast granied by this Deed of Trust may be obfainad (each as required by the Uniform Commerc:a1 Code}
ara as stated on the first page of this Deed of Trust. :

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assurenqe"s end
attorney—in—fact are & part of this Deed of Trust: i

Further Assurances. At any time, and from time o time, upon request of Lender, Grantor will make, execute’ and:"
deliver, or will cause 1o be made, executed or dalivered, to Lender or to Lender's designes, and when requested__ by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and .
places as Lender may deem appropriale, any and all such mortgages, deeds of Irust, security deeds, security .~
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¢ agreernenls, financing statements, continualion statements, instruments of further assurance, cerlificates, and other

¢ :~docUments as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complets, perfect,

continug, o preserve (1) Grantor's cbligations under the Note, this Deed of Trust, and the Related Documents, and (2)

* the'liens and ‘security interests created by this Deed of Trust as first and prior liens on the Property, whether now owned

of hereatier ‘acquired by Granlor. Unless prohibiled by law or Lender agrees lo the contrary in writing, Grantor shall
relmburse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.

Atlomey-ln—Fact If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for
and in-thé name.of Grantor and at Granfor's expense. For such purposes, Grantor hereby irravocably appoinis Lender
as Grantor'’s attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all other things
as may be: necessary or deSJrabIe, in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph.

FULL PERFORMANCE, It Granlor pays all the Indebtedness when dus, and otherwise performs all the obligations imposed
upon Grantor under this Deed of Trust, Lender shall exscute and deliver to Trustee a request for full reconveyance and shall
execute and deliver to Grantbr suitable statements of termination of any financing statement on file evidencing Lender's
security interest in thg-Renls, 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 entitled thereto®, and
the recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such matters or
facts.

EVENTS OF DEFAULT. Each of the followmg. at Lender’s option, shall constitute an Event of Default under this Deed ot
Trust:

Payment Defauit. Grantor tells o mako any payment when due under the Indebtedness.

Other Defaults. Grantor fails _fo comply with or fo perform any other term, obligation, covenant or condition contained in
ihis Dead of Trust or in any' of the Related Documents or to comply with or 1o pertorm any term, obligation, covenant or
condition contained in any other agraement belween Lender and Grantor.

Compliance Default. Failure lo° comply with any other tarm, obligation, covenant or condition contained in this Deed of
Trusl, the Note ar in any of the Related- Documents. If such a failure is curable and it Grantor has not been given a
nolice of a breach of the same pravision of this-Dead of Trust within the preceding twelve (12) months, it may be cursd
{and na Event of Default will have occurred) if Granlor, after Lender sends written nolice demanding cure of such fallure:
{a) cures the failure within fifteen (15) days;:or {b)if the cure requires more than fifteen (15) days, immediately initiates
steps sufficient to cure the failure and “thereafter conhnues and completes all reasonable and necessary steps sufficient
to produce compliance as soon as reasonably prectlcal

Default on Other Payments. Fallure of Gre.ntor within tha tima reguired by this Deed of Trust to make any payment for
taxes or insurance, or any other payment neoessary to prevent filing of or to effect discharge of any lien.

False Statemenis. Any warranty, representation or statement made or furnished to Lender by Grantor or on Granlor's
behalf under this Deed of Trust or the Related Documants is false or misleading in any material respect, either now or at
the fime made or furnished or becomes false or misieading at any time thereafter.

Defeclive Collateralization. This Deed of Trusl or e'ny of the Releted Documents ceases to be in full force and effect
{inciuding failure of any collateral document lo create a valld and perfec!ed sacurily interest or lien) at any time and for
any reason. s

Insolvency. The dissolution or termination of Grantor's: exlstence as & goung business, the insolvency of Grantor, the
appointment of a receiver for any part of Grantor's property any asslgnrnem for the bensfit of creditors, any type of
creditor workout, or the commencement of any proceedlng under any bankruptcy or insclvency laws by or against
Grantor.

Creditor or Forfellure Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, sell-help, repossession or any other method, by any creditor of Grantor or by any governmental agency
against any property securing the Indebledness. This includes a ‘garnishment of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall rict apply ‘it there is & good faith dispute by Grantor
as to the validily or reasonablenass of the claim which is the basls of.the-crediter or forfeiture proceedlng and if Grantor
gives Lender written notice of the creditor or forfeiture proceeding and deposis with Lerider monies or a surety bond for
the creditor or forfeiture proceeding, in an amount determined by Lender, |n Its sthe dJecrellon as being an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Granter under the terms of any other agreement betwean Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation any agreement
goncerning any indebtedness or other obligation of Grantor 1o Lender, whether exIstmg now or, fater.

Events Affecling Guaranior. Any of the preceding events occurs with respact to any guaranlor endorser, surety, or
accommodation party of any of the Indebledness or any guarantor, endorser, surety, of accompiogdation party dies or
becomas incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of Ihe Indebtedness.

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender belleves the prospect of
payment or performance of the Indebledness is impaired. ) : ;

Insecurity. Lender in good faith believes itself insecure,

RIGHTS AND REMEDIES ON DEFAULT,. If an Event of Default occurs under this Deed of Trust at any hme thereafter
Trustee or Lender may exercise any ong or mare of the foliowing rights and remedies:

Election of Remedies. Elsction by Lender to pursue any remedy shall not exclude pursuit of any oiher remedy. and an
elsction to make expenditures or to take acfion to perform an obiigation of Grantor under this Deed of Trusl after
Grantor's fallure to perform, shall not affect Lender’s right to declare a default and exercise its remedigs. C

Accelerate Indebledness. Lender shall have the right at its option to declare the entire Indebtedness tmmedlately due
and payable, including any prepayment penalty which Grantor would be required to pay.

Foreciosure. With respect to all or any part of the Real Property, the Trustee shall have the right o exerclse its power of"
sale and to foreclose by notice and sale, and Lender shall hava the right to foreclose by judicial foreclosure, ln edher

case in accordance with and fo the full exdent provided by applicable law.

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the rights and remedles o!:. A

a secured parly under the Unifarm Commercial Code.

Collect Rents. Lender shall have the right, without nofice to Grantor o take possession of and manage the Property_,--""

and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lender's
costs, against the Indebtedness. 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. If the Rents are collected by Lender, then Granlor irrevocably
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; desrgnatec Lender as Grantor’s attorney-in-fact to endorse instrumants received in payment thereof in the nama of

¢ .~“Graftor and to negotiate the same and collact the procesds. Payments by tenants or other users to Lender in response

1o Lender's demand shalfl satisfy the oblrgatlons for which the payments ars mads, whether or not any proper grounds

© for ;?e demand existed. Lender may exercise its rights under 1his subparagraph either in person, by agent, or through &
rec ver, -

Appolnt Recelver. Lender shall have the right to have a receiver appointed to lake 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 foreclosure
or'sale, &ndto collect the Rents from the Praparty and apply the procseds, over and above the cost of the recaivership,
agarnsl Ihe indeblsdness. The raceiver may serve withoul bond if permitted by law. Lender’s right to the appointment
of a'reteiver shall-axist whether or not the apparent value of the Properiy exceeds the Indebledness by a substantial
amount.. Employment by Lender shall not disqualify a person from serving as a receiver.

Tenamy al Sufferance...If Grantor remains in possession of the Property afler the Property is scld as provided above or
Lender otherwise bectmies entifed to possession of the Property upon default of Grantor, Grantor shall become &
tenant at sufferance of'Lender or the purchaser of -the Property and shali, at Lender's option, sither (1) pay a
reasonable rental for the use of the Properly, or (2) vacate the Property immediately upon the demand of Lender.

Other Remedies Trustee of: Landsr shall have any other right or remedy provided in this Deed of Trust or the Note or
by law. @

Nofice of Sale. Lender shall give Granlor reasonable notice of the time and place of any public sale of the Personal
Praperty or of the time after which any private sale or other intended disposition of the Personal Property is to be made.
Reasonable notice shall mean-notice given al least ten (10} days befara the time of the sale or disposition. Any sale of
Personal Property may.be made in conjunctmn with any sale of the Real Property.

Sale of the Property. To: the extent permltted by applicable law, Grantor heraby waivas any and all rights to have the
Properly marshalled. In exercrsrng its rights and ramedies, the Truslee or Lender shall be free to sell all or any part of the
Property together or separately, in. one sale or by separate sales. Lender shall be enfitled to bid at any public sale on all
or any portion of the Property..

Attlorneys’ Fees; Expenses. lf Lender mshtutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitled to recover such sum as-the court may adjudge reascnable as attorneys’ fees at trial and upon
any appeal. Whether or not any-court.attion. .18 involved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs that in Lender's .oginion‘are necessary at any time for the protection of Its interest or the
enforcement of its rights shall become &'part of the Indebledness payable on demand and shall bear interest at the Note
rate from tha date of the expenditure until Tepald. Expenses covered by this paragraph include, without limitation,
however subject to any limits under applicable faw, Lender’s attorneys’ fees and Lender’s lagal expenses, whether or not
there Is a lawsuit, including aftorneys’ fees and expenses for bankruptcy proceedings (including efforts to modify or
vacate any automatic stay or injunction), appeals, and any anticipated posl—rudgmant collection services, the cost of
searching records, obtaining title reporis (including foreclosure reports), surveyors' reports, and appraisal fees, litle
insurance, and fees for the Trustes, to the extent: permitted by applicable law. Grantor also will pay any court costs, in
addition to all other sums provided by law. :

Rights of Trustee, Trustee shall have all of the righté and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provrsmns relatlng to the powers and obligations of Trustee
{pursuant to Lender's instructions) are part of this Deed of Trust; -~ =

Powers of Trustee, In addition to all powers of Trustee. ansrng as a mallar of law, Trustee shall have the power to lake

the following actions with respect to the Property upon the writlen reéquest of Lendar and Grantor: (a) join in preparing

and filing & map or plat 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. (¢) join in any subordination or other
agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Nofity. Trustee shall not be obligated to notify any ofhar party of a pending sale under any other trust
deed or lien, or of any aclion or proceeding in which Grantor, Lender, or Trustee shall be a party, unless required by
applicable law, or unless the aclion or proceeding is brought by Trustee :

Trustee. Trustee shall meet all qualifications required for Trustes undsr appllcabie faw. in addition to the rights and
remedies set forth abave, with respect to all or any part of the Property, the Trustee shall have the right to foreclose by
notice and sale, and Lender shall have the right to foreciose by judicial foreclosure in arrher case in accordance with and
fo the full extent provided by applicable law.

Successor Truslee. Lender, at Lender’s option, may from time to time appornt a successor Trustas ta any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledgéd by Lendér and recorded in the office
of the recorder of SKAGIT County, State of Washington. The instrument shall-gontain: in addition to ali other matters
required by state law, the names of the original 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 frustee;.and tha instrument
shali be executed and acknowledged by Lender or its successors in interest. The successor trustes, without conveyance
of the Property, shall succeed to all the litle, power, and duties conferred upon the Trustee in this Deed of Trust and by
applicable law. This procedure for subsritutuon of Trustee shall govern to the exciusron of all other provisions for
substitution.

NOTICES. Subject to applicable law, and except for notice requirad or allowed by law to be gwen I, éno'ther manner, any
notice required to be given under this Dead of Trust, including without limitation any notice of dafault and any notice of sala
shall be given in writing, and shall be effective when actually delivered, when actually received by’ te!afecsrmrle {uniess
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if majled; when deposlted in
the United States mail, as first class, cerlified or registered mail postage prepaid, directed to the addresses shown néar tha
beginning of this Deed of Trust. Al coples of nofices of foreclosure from the holder of any lien which: has’ pricrity over:this
Deed of Trust shall be sant to Lender's address, as shown near the beginning of this Deed of Trust. Any party may change:its
address for notices under this Deed of Trust by giving formal written notice 1o the other parties, specifying that tha purpose of
the nolice is to changs the party's address. For notice purposes, Grantor agrees fo keep Lender informed-at all imes of

Grantor's current addrass. Subject to applicable law, and except for notice required or allowsd by law lo be given in‘another =
manner, if there is mora than one Grantor, any nalice glven by Lender to any Grantor is deemed to be nolice’ given to all
Grantors. . ;

MISCELLANEOQOUS PROVISIONS. The following miscellanaous provisions are a part of this Deed of Trust:

Amendments. This Deed of Trust, logether with any Related Documents, constitules the entire understandmg and_"" p
agreement of the parties as to the matters set forth in this Deed of Trusl. No alteration of or amendment to this Deed:of -
Trust shall be effactive unless given in writing and signed by the party or parties sought to be charged or bound by the'
alteration or amendment.

Annua! Reports. If the Properly is used for purposes other than Grantor’s residence, Grantor shall furnish to Lender,
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E upon request, a cerlified statement of net operahng income received from the Property during Grantor's previous fiscal
¢ ‘“year'in such form and detall as Lender shalt require. "Net operating income” shall mean all cash receipts from the
Property less all cash expendilures mads in conngction with the operation of the Property.

) Caption Headlngs Caption headings in this Deed of Trust are for convaenience purposes only and are not to be used to
|nlerprel or deflne the provisions of this Deed of Trust.

Merger. Thare shall be no merger of the interest or estate created by this Deed of Trust with any other interest or estata
it the Property at any time held by or for the banefit of Lender in any capacity, without the wrilten consent of Lender.

Governlug Lew. This Deed of Trust will be governed by, construed and enforced In accordance with federal law
ancd the laws of Ihe Slate of Washington. This Deed of Trust has been accepted by Lender in the State of
Washlnglon.

No Waiver by Lender Lender shall not be deemad to have waived any rights under this Deed of Trust unless such
waiver is given in Wwriting and signed by Lender, No delay or omission on the part of Lender in exercising any right shall
operate as a waiver¢f such nght or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or consfifule a waiver. of Lendsr's right otherwise to demand sirict compliance with that provision or any other
provision of this'Deed of Trusk, ‘No prior waiver by Lender, nor any course of dealing betwoen Lender and Grantor, shall
constituta a waiver of any of Lender's rights or of any of Grantor's obligations as to any fuiure transactions. Whenever
tha 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 consenl is required and in all cases such consent
may be granted or withheid in the sole dlscreiton of Lender.

Severability, If a court of competenl 1urlsd|ct|on finds any provision of this Deed of Trust to be ilegal, invalid, or
unenforceable as to any .circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other’ crrcumslance If feasible, the offending provision 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-atherwise reqlired by law, the Hlegality, invalidity, or unenforceablhty of any provision of
this Deed of Trust shall not affect. the: Iegalrty -validity or enforceability of any other provision of this Deed of Trust.

Successors and Assigns. Subject o any limitations stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure to’ the.benefit of the parties, their successors and assigns. If ownership of
the Properly becomes vested in a pérson-other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference to this Deed of: Trust and the Indebledness by way of forbearance or extension without
releasing Grantor from the obligations of thts Dead-of Trust or liability under the Indebtedness.

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

Waiver of Homestead Exemption. Granﬁlq_r"hageﬁy_ releases and waives all rights and benefils of the homestead
exemption laws of the State of Washington as tp allxl_ndebladnass secured by this Deed of Trust,

DEFINITIONS. The following capitalized words and ferms shall have the following meanings when used in this Deed of Trusl.
Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawfu! money of the United
Stales of America. Words and terms used in the singular-ghall include the plural, &nd the plural shall include the singuiar, as
the context may requira. Words and terms not otherwise-defined in thrs Deed of Trust shall have the meanings anrrbuted to
such terms in the Uniforrm Commercial Code:

Beneflclary. The word "Bensficiary” means Skagit State Bank and rts successors and assigns.

Borrower. The word "Borrower" means SKAGIT VALLEY HOSPITALITY HOUSE ASSOC!ATION DBA FRIENDSHIP
HOLISE, and all other persons and entities signing the Nate4 in whalevar ‘capacity. R

Deed of Trusl. The words "Deed of Trust" mean this Deed of Trust-amoig Grantor, Lender, and Trusfee, and mcludes
without limitation all assignment and security intergst provisions relahn' to-the' Personal Property andﬁsnts‘ ’

Defaull. The word "Default" means the Default set forth in this Deed of Trust in the section litled "Default”. -

Environmental Laws. The words "Environmental Laws" mean any and all st_ate,. federat and iocal statules, regulations
and ordinances relating to the prolection of human health or “the environment, including without limitation the
Comprehensive Environmental Response, Compensation, and Liabllity Act of 1980;"as amended, 42 U.S.C. Section
9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorizition Act of. 1986,-Pub. L. No. 99499 ("SARA",
the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq.,.the’‘Resource Conservation and Recovery
Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federa! 1aws rules, of regulatlons adopted pursuant
thereto.

Event of Defaull. The words "Event of Default” mean any of the events of default set forth m thls Deed of Trust in the
events of default section of this Deed of Trust.

Grantor. The word "Grantor” means SKAGIT VALLEY HOSPITALITY HOUSE ASSOCIATION DBA FRIENDSHIP
HOUSE.

Guaranty. The word "Guaranty” means the guaranty from guarantor, endorser, surely, ar accommodahan party to
Lender, including without limilation a guaranty of alf or part of the Note.

Hazardous Substances. The words "Hazardous Substances” mean materials thal because of their guantity,
concentration or physical, chemical or infectious characleristics, may cause or pose a presant-or potential hazard to
human health or the environment when improperly used, treated, stored, disposed of,.générated,-manufactured,
transported or otherwise handled. The words "Hazardous Substances” are used in their very broadest sense and
include without limitation any and al hazardous or toxic substances, materials or waste as defined by ¢r. fisted under the
Environmental Laws. The term "Hazardous Substances” also includes, wrthoul limitation, petroleum and petroleum
by-products or any fraction theraof and asbestos.

Improvements. The word "improvements” means all existing and future improvements, burldrngs structures, mobrle
homes affixed on the Real Property, faciliies, additions, replacements and other construction on the Real Property

Indebledness. The word "Indebtedness” means all principal, interest, and other amounts, costs and expenses payablg” .
under the Note or Related Documents, logether with all renewals of, extensions of, modifications of, consélidations of =
and substitutions for the Note or Related Documeants and any amounts expended or advanced by Landerlo’ drschargé
Grantor's obligations or expenses incurrad by Trustee or Lender to enforce Grantor's obligations under thls Deecl pf:-f
Trust, together with interest on such amounts as provided in this Deed of Trust. E

Lender. The word "Lender” means Skagit State Bank, ils successors and assigns,

Nole. The word "Note" means the promissory note dated March 7, 2002, in the original principal amount of--""'
$114,658.58 from Grantor to Lender, logether with all renewals of, exlensions of, modifications of, refinancings.of,

consolidations of, and substitutions for the promissory note or agraamant,
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; _Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal property

§ - 'now or hereafter owned by Grantor, and now or hereafter atached or affixed to the Real Properly; togsther with all

_dccessions, parts, and addillons o, all replacements of, and all substitutions for, any of such property; and togsther with

< all'tssues and profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premiums)
from any sale or other disposition of the Property.

:';Property The word "Property” means collectively the Real Property and the Personal Property.

Real P{openy Tha words "Real Properly” mean the real property, inferests and rights, as further described in this Dead
of Trus

Refa!ed Documents The words "Related Documents” mean all promissory notes, credit agreaments, loan agreaments,
environmental_agreements, guaranties, securify agreements, mortgages, deeds of trust, security deeds, colateral
mortgages; and all other instruments, agreements and documents, whather now or hereafter existing, executed in
connection with the Indebtedness

Rents. The word. "Renits” means all present and future rents, revenues, income, rssues. royaities, profits, and other
bensfits derived from the Propeﬂy

Trustee. The. word "rrusle " means Island Title Company, whose mailing address is P O Box 670, Burlington, WA
98233 and any substitufe-or successor trustees.

GRANTCR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS .

GRANTOR:

SKAGIT VALLEY HOSPITALITY HOUSE ASSCIATION DBA FRIENDSHIP HOUSE

By: . s 3 ,
Aut orlzed Sig ner fo SKAGIT. VALLE\“ OSPITALITY HOUSE
ASSOCIATION DBA FRIENDSH!IP I-IDUSE g

conpoaﬁg_AéknowLEDGMENT
STATE OF M)Mluu@(m )

COUNTY OF it

\

-Orx&ts \”'gﬂ " day of MA/L‘A\" 20 Olr before me, the undersigned

Notary Pub?:g_aemﬁaliy appsarad CaXniiie.: U‘l/ﬂ STW

& L FL. % At
and parsonalhr KAEwn 40 ma or.proved to me on the basis of satlsfactory evidence to be (an) authorized agent(s} of !ha
cofparation that exeded the and acknowledged the Dead of Trust to-be the free and voluntary act and deed of the
corpgrattan, By-autto ority of its Bylaws or by resolution of its board of directors, for the uses and purposes therein mentioned,
and er ﬁgalh ctalad»fhaj he-or shefthey isfare authorized fo exacuta this and in .fact executed the on behalf of tha
corporaften,

By nes-umn al. W i)

Nofary Public in and for the State of _&ka‘ ) My cornmlsslon expires W ’O?/

REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undersigned is the tegal owner and holder of all Indebtedness secured by this Deed of Trusl You are hereby requested,
upon payment of all sums owing fo you, o reconvey without warranty, to the persons entitied theraio, tha right, fitle and
interest now held by you under the Deed of Trust.

Date: Beneflclary:
By:
Its:

LASER PRC Landing, Ver. 5,18,10.16 Cope. Hirland Financial Sokuttans, Ine. 1097, 20¢2. All Righls Reservad. - WA MACFILPLIGE1FC TR-3319 PR-2' L
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