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LEND TATLE COMPANY OF SKAGIT COUNTY

DEED OF TRUST

DATE: April 5, 2002

Reference # (if apphcable) 8A-100654 Additional on page
Grantor(s):
1. FIDALGO BAY: INVESTORS L.LC.

Grantee(s) _
1. Frontier Bank -
2. LAND TITLE COMPANY OF SKAGIT COUNTY, Trustee

Legal Description: LOT 2 & 3 OF AN SP 94—002 IN 19-35-2 E W.M. Additional on page 2
Assessor's Tax Parcel ID#: 350219—0—-030—0000

THIS DEED OF TRUST is dated Aprll 5 2002, among FIDALGO BAY INVESTORS LLC, A
WASHINGTON LIMITED LIABILITY COMPANY whose_ address is 1331 COMMERCIAL AVE,
BELLINGHAM, WA 98225 ("Grantor"); Frontier Bank, whose mailing address is Bellingham,
3110 Northwest Avenue, P.0. Box 32270, Bellingham, WA 98225 (referred to below
sometimes as "Lender” and sometimes as "Beneficiary"); and LAND TITLE COMPANY OF
SKAGIT COUNTY, whose mailing address is PO BOX 445 BURLINGTON WA 98233 (referred
to below as "Trustee"). ; ER
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of enfry and possession and for the benefit of Lender as Beneficiary, ail of Grantor’s right, title, and interest in and to the
following debcribed, real property, together with all existing or subsequently erected or affixed bulldings, improvements and
fixtures; 4ll easements, rights of way, and appurtenances; all water, water rlghts and ditch rights (including stock in utilities
with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real property, including without limitation
all minerals, oil, gas, geothermal and similar matters, (the "Real Prope ") located In KAGIT County, State

of Washmgton'

LOT 2 &3 OF ANACORTES SHORT PLAT NO. ANA 94-002, APPROVED NOVEMBER 28,
1994 AND 'RECORDED DECEMBER 8, 1994, UNDER AUDITOR S FILE NO. 9412080088 IN
VOLUME 11 OF “SHORT PLATS, PAGE 154, RECORDS OF SKAGIT COUNTY,
WASHINGTON; BEING A PORTION OF GOVERNMENT LOT 2 IN SECTION 19, TOWNSHIP
35 NORTH, RANGE 2 EAST W.M.

The Real Property or. rts address is commonly known as 1806 Q AVE, ANACORTES, WA
98221. The Real Property tax identification number is 350219-0-030-0000

Grantor hereby assigns as sec;unty fo Lender, all of Grantor's right, title, and interest in and to all leases, Rents, and profits of
the Praperty. This assignment is recorded in-accordance with RCW 65.08.070; the lien crealed by this assignment is infended
to be specific, perfacted 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 option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness;

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND FPERSONAL PROPERTY, 1S GIEN.TQ 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. Excapt as: othenmse provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as ey become due, and shall sirictly and in a timely manner perform all of Grantor's
obligations under the Note, this Deed of Trust; and lhe Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY Grantor agrees that Grantor's possession and use of the Property
shall be 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
license from Lender to Grantor automatically revoked upon default). The following provisions relate to the use of the
Property or fo olher limitations on the Property. The:Real Property is not used principally for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Pro"pedy in tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value,

Nuisance, Waste. Grantor shall not cause, conduct or permlt any nuusance nor commit, permit, or suffer any stripping of
or waste on or to the Property or any portion of the Property. . Without limiting the generality of the foregaing, Grantor wil
not remove, or grant o any other parly the right to remove, any timber, minerals (including oil and gas), coal, clay,
scoria, soil, gravel or rock praducts without Lender's prior wrlﬁen consent.

Removal of Improvements. Grantar shall not demolish ar remove any Improvements from the Real Propsrty without
Lender’s prior wrilen consent. As a condition to the ramoval of any Improvérments, Lender may require Grantor to make
arrangements satisfactory to Lender to replace such Improvements with: Improvernents of at least equal value.

Lender’s Right to Enter. Lender and Lender’s agents and represenlallves may enter upon the Real Property at all
reasonable times to attend to Lender's interests and to inspect the Fteal Property for purposes of Grantor’s compliance
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, _and“=sha_ll promptly cause compliance
by all agents, tenants or other persons or entiies of every nature whatsoever Whorent, lease or otherwise use or cccupy
the Property in any manner, with all laws, ordinances, and regulations, now' of hereafter in effect, of all governmental
authorities applicable to the use or occupancy of the Property, including withdut limitation| the Amaricans With Disabilities
Act. Grantor may contest in good faith any such law, ardinance, or regulation. and wuthhold compliance during any
proceeding, including appropnate appeals, so long as Grantor has notified Lender in wnhng -prior to dolng so and so
long as, in Lender's sole opinion, Lender's interests in the Property are not jeopardized.“Lender may require Grantor to
post adequate security or a surety bond, reasonably salisfactory to Lender, to protect Lender 5 |nterest

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property, Granior shall-do all other acts, in
addition to those acts sat forth above in this section, which from the character and use’ of the Property are reasonably
necessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, al Lender's opfion, (A) declare lmmedlate!y due and payable all
sums secured by this Deed of Trust or (B) Increase the interest rate provided for in the Nole or other'document.evidencing
the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale dr.ffansfer, without Lender’s
prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A "salg or transfar™ means the
conveyarice of Real Property or any right, fitle or interest in the Real Property; whether legal, beneficial or-équiiable; whether
voluntary or involuntary; whsther by oulright sale, deed, installment sale contract, land conlract, coniract fef deed, leaseheld
interest with a term greater than three (3) vears, lease—option contract, or by sale, assignment, or transfer.of any berieficial
interest in or to any land trust holding tile to the Real Property, or by any other method of conveyance of an interest ini the
Real Property, If any Grantor is a corporation, parinership or limited liability company, transfer also includes any change.in
ownership of more than twenty-five percent (25%) of the voting stock, partnership interesls or limited liability company
interests, as the case may be, of such Grantor. Howaver, this option shall net be exercised by Lender if such. exermse is-'"
prohibited by federal law or by Washington law. L

TAXES AND LIENS. The following provisions relating to the taxes and liens on the Property are part of this Deed of Trusf

Payment. Grantor shall pay when due (and in all events prior to delinquency) all laxes, special taxes, assessments P
charges {including water and sewer), fines and |mposmons levied against or on account of the Property, and shall pay ..~ -
when due all claims for work done on or for services rendered or material furnished to the Property. Grantor shall -
maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of Trust
excepl for the lien of faxes and assessments not due and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
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i dJspute over the obligation to pay, so long as Lender’s interest in the Property is not jeopardized. If a lien arises or is
¢ ‘“flad’as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a fien is filed, within fifteen
(15) days after Grantor has nolice of the filing, secure the discharge of the lien, or if requested by Lender, daposit with
-"Lender-cashgor a sufficient corporate surety bond or other security safisfactory to Lender in an amount sufficient to
disgharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a result of a foreclosure or
$ale under the lien. In any contest, Grantor shall defend ilself and Lender and shall satisfy any adverse judgment before
énforcemant against the Property. Grantor shall name Lender as an additional obligee under any surety bond furnished

in tha contest:proceedings.

Evidence of Fayrnent Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes or
assessments and shall:authorize the appropriate governmental official to deliver to Lender at any time a written statemant
of the taxes and gssessments against the Property.

Notice of Conslructlon : Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Property, if any mechanic’s lien, materialmen’s fien, or other
llen could be asserted ofi"account of the work, services, or materials. Grantor will upon raquest of Lender furnish to
Lender advance assurances: satlsfaclory to Lender that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE The fallowing provisions refaling to Iinsuring the Property are a part of this Desd of
Trust.

Maintenance of Insurance Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements-on .4 replacement basis for the full insurable value covering all Improvemants on the Real
Property in an amountSufficient to avoid-application of any coinsurance clause, and with a standard morigagee clausa in
favor of Lender. Grantor shall aiso procure and maintain comprehensive general liability insurance in such coverage
amounts as Lender may reguest with Trusles and Lender being named as additional insureds in such liability insurance
policies. Addilionally, Grantor shall maintain such other insurance, including but not limited to hazard, business
interruption, and boiler insurance, as Lander may reasonably require. Policies shall be written in form, amgunts,
coverages and basis reasonably acceptable to-Lender and Issued by a company or companies reasonably acceptable to
Lender. Grantor, upon request-ei-Lender, will deliver lo Lender from time to time the policiss or cerificates of insurance
in form sat:sfactory to Lender, including stipulations thal coverages will not be cancelled or diminished without at |east
thirty {30} days prior written nofice'to tender. Each insurance policy also shall include an sndorsement providing that
coverage in favor of Lender will nit be |mpa|red in-any way by any act, omission or defaull of Grantor or any other
persan. Should the Real Property:Be locdted in an area designated by the Director of the Federal Emargency
Management Agency as a special flood hazard area, Grantor agreses 1o obtain and maintain Federal Flood Insurance, if
available, within 45 days after notice is given.by Lender that the Properly is located in a special flood hazard area, for the
fult unpaid principal balance of the loan and_ any prior liens on the properly securing the loan, up te the maximum policy
limits set under the National Flood 1nsurance Program or as otherwise required by Lender, and to maintain such
insurance for the term of the loan. !

Application of Proceeds. Grantor shall promptly notlfy Lender of any loss or damage to the Property. Lender may
make proof of loss if Grantor fails {o do so within fifteen (15) days of the casualty. Whether or not Lender’s securily is
impaired, Lender may, at Lender's election, receive and refain the proceeds of any insurance and apply the proceeds to
the reduction of the Indebtedness, payment of any lien affecling the Properly, or the restoration and repair of ths
Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or replace the damaged or
destroyed Improvements in a manner satisfactory to Lender. sLender:shall, upon satisfactory proof of such expenditure,
pay or reimburse Grantor fraom 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.been disbursed within 180 days after their recelpt and which
Lender has not committed to the repair or restoration of the Property shall be used first to pay any amount owing to
Lender under this Dead of Trust, then o pay accrued interest, and the femainder, if any, shall be applied to the principal
balance of the Indebtedness. If Lender holds any proceeds after payment infull of the Indebtadness, such proceeds
shall be paid without interest to Grantor as Grantor’s inferests may appear:

Grantor’s Report on Insurance. Upon reguest of Lender, however riot more than once a year, Grantor shall furnish to
Lender a report on each existing pelicy of insurance showing: (1) ithe name of the insurer; (2) the risks insured; (3)
the amount of the policy; (4) the property insured, the then current replacemsnt value of such property, and the manner
of determining that value; and (5) the expiration date of the palicy:. Grantorshalli-upon request of Lender, have an
independent appraiser satisfactory to Lender determine the cash value replacement cost of the Property.

LENDER’S EXPENDITURES. If any action or proceeding is commenced that wouid 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 reguired to discharge or pay under this Deed
of Trust or any Related Documents, Lender on Grantor’s behalf may (but shall not be obligaled to).take any action that Lender
deems appropriate, including but not limited to discharging or paying all taxes, liens, secunty interests, encumbrances and
other claims, at any time levied or placed on the Property and paying all costs for insuring, maiftaining and preserving the
Property. All such expenditures incurred or paid by Lender for such purposes will then bedr interest-at the rate charged
under the Note from the date incurred or paid by Lender to the date of repayment by Grantor, All such’expenses will become
a part of the Indeblednsss and, at Lender's pption, will [A) be payable on demand; (B) be added.fo the balance of the
Note and be apportioned among and be payable with any instaliment payments to become gué -during eithér (1) the term of
any applicable insuranca 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 alse will secure payment of these amounts Such nght shall ba in
addition to all other rights and remedies to which Lender may be enfitied upan Default. .

WARRANTY; DEFENSE OF TITLE. The following provisions relating t¢ ownership of the Propeﬂy are a: pan of N'HS Deed of
Trust:

Tille. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Propeﬂy-*ln fea snmpla,~:_free
and clear of all liens and encumbrances other than those set forth in the Real Property description or-in .any iille
insurance policy, tifle report, or final fitle opinion issued in favor of, and accepted by, Lender in cannection.with this Degd
of Trust, and (b) Grantor has the full right, power, and authority to execute and deliver this Deed of Trust tu Lender :

Defense of Title. Subject to the exceplion in the paragraph above, Grantor warrants and will forever défend 1he litte to

the Property against the lawful claims of all persons. In the event any action or proceeding is commenced that guestions

Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Granter shall defand the action:at: Grapfor's: J:'.
expense. Grantor may be the nominal party in such proceeding, but Lender shall be enlitied to paricipate-in the :

proceeding and to be represented in the proceeding by counssl of Lender's own choice, and Grantor will défiver, or -
cause to be dalivered, to Lender such inslruments as Lender may request from time to time to permit such participation.

Compliance With Laws. Grantor warrants that the Property and Granfor's use of the Property complies with all eXIstlng '

applicable laws, ordinances, and regulations of governmental autharities.

Survival of Representations and Warranties. All representations, warrantigs, and agreements made by Grantor in thls
Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and shall

i
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" rerfiairin full force and effect unfil such ime as Grantor's Indebtedness shali be paid in full
CONDEMNATION The followlng provisions relating to condemnation proceedings are a part of this Deed of Trust:

g Proceedmgs. If any proceeding in condemnation is filed, Grantor shall promptly nolify Lender in wrifing, and Grantor
shall promptly take such steps as may be necessary to defend the action and obtain the award. Grantor may be the
aAomminal party in such proceeding, but Lender shall be entitied to parficipate in the proceeding and to be represented in
the. proceeding by counsel of its own choice all at Granlor's expense, and Grantor will deliver or cause to be delivered to
Lender such: |nslruments and documentation as may be raquested by Lender from time to time to permit such
pamclpaﬁlon

Appllcation of Nel Proceeds If all or any part of the Property is cendemned by eminent domain proceedings or by any
procsedipg or:purchase in lisu of condemnalion, Lender may at its election require that all or any porfion of the net
procaeds 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 all reasonable costs, expenses, and attorneys’ fees incurred by Trustee
or Lender in connsction with the condemnation.

IMPOSITION OF TAXES FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating to
governmenial taxes, fees and t;__harg__es are a part of this Deed of Trust:

Current Taxes, Fees anid:Charges. Upon request by Lender, Grantor shall execuls such documents in addition to this
Deed of Trust and take whatgver other action is requested by Lender ta perfect and continue Lender's lisn on the Real
Property. Grantor shall réimbirse_Lender for all taxes, as described below, together with all expenses incurred in
recording, perfecting or<toptinying this.Deed of Trust, inciuding without limitation ali taxes, fees, documentary stamps,
and other charges for recording orrégistering this Deed of Trust.

Taxes. The following shall:constitule taxes to which this section applies: (1) a specific lax upon this type of Deed of
Trust or upon all or any pait of the Indebledness secured by this Deed of Trusl; (2) a specific tax on Grantor which
Grantor is authorized or required to deduct from payments an the Indebtedness secured by this type of Deed of Trust;
(3) a tax on this type of Deed of Trust chargsabla against the 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. If any tax to which: this section applies is enacted subsequant o the date of this Deed of Trust, this
event shall have the same effect as ar Event-of Default, and Lender may exercise any or all of its available remedies for
an Event of Default as provided below-Griless Grantor either (1) pays the tax before it becomes delinquent, or (2)
contests the tax as provided above'in.thé Taxes and Liens section and deposits with Lender cash or a sufficient
carporate surety bond or ather security sallsfactory to Lender

SECURITY AGREEMENT; FINANCING STATEMENTS The followmg provisions relating to this Deed of Trust as a security
agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitule a Secunty Agreement to the extent any of the Property constitutes
fixtures, and Lender shall have all of the rights of & secured party under the Unifoarm Commercial Code as amended from
time to time.

Secunty Interest. Upon request by Lender, Grantor shall execute financing statements and take whatever other action
is requested by Lender to parfect and continue Lender's securily iriterest in the Rents and Personal Property. In addition
to recording this Deed of Trust in the real property records, Lénder.may, at any time and without further authorization
from Grantor, file executed counterparts, copies or reprodugtions of this Beed of Trust as a financing statement. Grantor
shall reimburse Lender for all expenses incurred in perfecting-or confipuing this security interest. Upon default, Grantor
shall not remove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble any
Personal Property not affixed to the Property in a manner and.at a-place reascnably convenient to Grantor and Lender
and make it available to Lender within three {3) days after rece|pt of Wntten demand from Lender to the extent permitted
by applicable law. .

Addresses. The mailing addresses of Grantor {debtor) and Lender (secured party) from which infermation concerning
the securily interest granted by this Deed of Trust may be obtained (each as reqmred by the Uniform Commercial Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following pr_ovislon_s" g_elailng__ to further assurances and
atterney—in—fact are a part of this Deed of Trust: -

Further Assurances. At any time, and from time to time, upon request of Lender Grantor will make, execute and
deliver, or will cause fo be mads, execuled or delivered, to Lender or to Lender’s designiee, 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 l.ender may deem appropriate, any and all such morigages, ‘deeds. of trusl security deeds, security
agreements, financing statements, continuation statements, instruments of further ‘assurance, certificates, and othar
documents as may, in the sole opinion of Lender, be necessary or dasirable in order {0 effectuate, complete, perfect,
continue, ar preserve (1) Grantor's obligations 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 flrst and prior liens on‘the Property, whether now owned
or hergafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in-writing, Grantor shall
reimburse Lender for all costs and expenses incurred in conneclion with the matters referred 1o jn'this paragraph.

Attomney-in-Fact. If Granfor fails to do any of the things referred lo in the preceding paragraph; Lender may do so for
and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hersby iravocably ‘appoints Lender
as Grantor's attorney—in—fact for the purpose of making, exacuting, delivering, filing, recording, and: domg all other things
as may be necessary or desirable, in Lender’s sole opinion, to accomplish the matters referred to m the precedlng
paragraph.

FULL PERFORMANCE. If Grantor pays all the Indebledness when due, and otherwise performs all the obllgatmns imposed
upon Grantor under this Deed of Trust, Lender shall execute and dsllver to Trustee a request for full reconveyance and.shall
execute and deliver to Grantor suitable statements of termination of any financing statement on file elidencing ‘Lenders
security interest in the Rents and the Personal Property. Any reconveyance fee shali be paid by Grantor; if permitted by
applicable law. The grantea in any reconveyance may be described as the "person or persons legally entitied-theralo”, and .
;het recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such, matters or
acts. A F

'EVEINTS OF DEFALLT. Each of the following, at Lender's option, shall constilute an Event of Default under th}s Deed uf'
rus ;

Payment Defaull. Grantor fails to make any payment when due under the Indebtedness.

Other Defaults. Grantor falls to comply with or to perform any other term, obligation, covenant ar condition contamed m
this Deed of Trust or in any of the Related Documents or to comply with or to perform any term, obligation, covenant, of
condition contained in any other agreement between Lender and Grantor.
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¢ Compllance Default. Failure to comply with any other term, obligation, covenant or condition contained in this Deed of

¢ ‘~Trust, the Note or in any of the Relaled Documents. If such a failure is curable and if Granter has not besn given a

nolice-6f @-oreach of the same provision of this Deed of Trust within the preceding twelve (12) months, it may be cured

< {and no Evenit of Default will have cccurred) if Grantor, after Lender sends written nolice demanding cure of such failure:

{4) cuires the failure within ten (10) days; or (b) if the cure reguires more than ten (10) days, immediately initiates steps

sufficient to cure the failure and thereafter continues and completss all reasonable and necessary steps sufficient to
praduce compliance as soon as reasonably practical.

Default on Other: Payments Failure of Grantor within the time required by this Deed of Trust to make any payment for
taxes. or. msuranoe .or.any other payment necessary to prevent filing of or to effect discharge of any lien,

False Sialements Any warranly, representation or statement made or furnished to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related Documents is false or misleading in any material respect, either now or at
the time ‘made or. furnished or becames false or misleading at any time thereafler.

Defeciive Collateralization.”. This Deed of Trust or any of the Related Documeants ceases to be in full force and effect
(including failure of: any collalaral document to create a valid and perfected security interest or lien) at any time and for
any reason.

Death or Insolvency The d|sso|uﬂon of Grantor's (regardless of whether election to continue is made), any member
withdraws from the limited liability company, or any other termination of Grantor's existence as a going business or the
death of any member, the insplvency of Grantor, the appointment of a raceiver for any part of Grantor’s property, any
assignment for the benefit of creditors, any type of creditor workout, or the commencement of any proceeding under any
bankruptey or msolvent:y lgws. by ar. against Grantor.

Credilor or Forfelture Proteetlings. . Commencement of foreclosure or forfsiture proceedings, whether by judicial
proceeding, self-help, reposséssion or any other method, by any creditar of Grantor or by any governmental agency
against any property securing: the Indebtadness. This includes a garnishment of any of Grantor's accounts, including
deposit accounts, with Lender. - However, His ‘Event of Default shall not apply if there is a good faith dispute by Grantor
as o the validity or reasonablengss of the' claim which is the basis of the creditor or forfeiture proceeding and if Grantor
gives Lender written notice of the cradltor o forfeiture proceeding and deposits with Lender monies or a surety bond for
the creditor or forfeiture proceeding; in-dn amount determlned by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute. -

Breach of Other Agreement. Any breach by Granior under the terms of any other agreement betwsen Grantor and
Lender that is not remedied within arny" graqe period provided therein, including without limitation any agreement
concerning any indebtedness or other obligafian of Grantor to Lender, whether existing now or later.

Events Affecting Guaranior. Any of the pregeding everils accurs with respect 1o any guarantor, endorser, surety, or
accommodation party of any of the Indebtedness-or any guarantor, endorser, surety, or accommodation party dies or
becomes Incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the Indebtedness. |n the
event of a death, Lender, at its opfion, may, .buf shall not be required to, permit the guarantors estate to assume
unconditionally the obligations arising under the guaranty in a manner satisfactory to Lender, and, in doing so, cure any
Event of Default.

Adverse Change. A material adverse change occurs in Grantor's’ flnanmal condition, or Lender believes the prospect of
payment or performance of the Indebtedness is impairad. o

Right to Cure. if such a failure is curable and if Grantor has not been gwen a notice of a breach of the same provision
of this Dead of Trust within the preceding twake (12} modths, it may:be cured {and no Event of Default will have
occurred) if Grantor, after Lender sends written notice dernanding cure’of such failure: (a) cures the failure within len
(10) days; or (b} if tha cure requires more than ten (10) days, immediately initiates steps sufficient to cure the failure and
thereafter continues and completes all reasonable and necessary staps sufflclant to produce compliance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs ."under thl_s Beed of Trust, at any time thereatfter,
Trustee or Lender may exercise any one or more of the following rights and remedies: -

Election of Remedies. Election by Lender to pursue any remedy shall not exciude pursuit of any other remedy, and an
election to make expenditures or to take action to perform an obligafion..of Granfor under this Deed of Trusf, after
Grantor's failure to perform, shall not affect Lender's right to declare a default and exercusa its ramedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare lhe entire: Indebtedness immediately due
and payable, including any prepayment penally which Grantor would be required to pay.:

Foreclosure. With respect to all or any part of the Real Property, the Trustee shill.have the nght to exercise ils power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judlclal toreclosure, in eilher
case in accordance with and to the full exlent provided by applicable law.

UCC Remedies. With respect to all or any part of the Personai Properly, Lender shall; have all the rrghts and remedias of
a secured party under the Uniform Commercial Code.

Cuollect Rents. Lender shall have the right, without notice to Grantor to take possessmn 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
lo make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, ihen Grantor irrevocably
designates Lender as Grantor's attorney—in—fact lo endorse instruments received in payment thereof-in the name of
Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lendér in-response
to Lender's demand shalf salisfy the obligations for which the paymenis are made, whether or nol-dny-proper giounds
for the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent or through a
receiver.

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possessian of aII oF any part of 1he
Property, with the power to protect and preserve the Property, to operafe the Property praceding or pending foreclosure

or sale, and to collect the Rents from the Property and apply the proceeds, aver and abovs the cost of the teceivership, -
against the Indebfedness. The receiver may serve without bond if permitted by law. Lender's right to the appointmerit
of a receiver shall exist whelher or not the apparent value of the Property exceeds the Indebtaedness by a substanhal?"
amount. Employment by Lender shali not disgualify a person from serving as a receiver. . g

Tenancy at Sufferance. If Grantor remains in passession of the Property after the Property is sold as prowded above or’ .
Lender otherwise becomes entitied to possession of the Property upon default of Granter, Grantor shall become a .+
tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, sither (1) paya .-
reasanable rental for the use of the Property, or {2) vacate the Property immediately upon the demand of Lender. *. =

Other Remedies. Truslee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note or

WAL
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¢ ‘Nofice’of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal
¢ /-Properly or of the time after which any private sale or other intended disposition of the Personal Property is to be made.
Reasondble notice shall mean notice given at least ten (10) days before the time of the sale or disposition. Any safe of
8 Personal Property may be made in conjunction with any sale of the Real Property.

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have the
Property marshalled. In exercising its rights and remedies, the Trusles or Lender shail be free to sell all or any part of the
Froperty together or separately, in one sale or by separate sales. Lender shall be entitled to bid at any public sale an all
or.any. portion of the Property.

Attomevs Fees, Expenses. |f Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall’ he-entitled. to recover such sum as the court may adjudge reasonable as attorneys' fees al Irial and upon
any appeal Whether or not any court action is involved, and to the extent not prohibited by law, all reasonable
expenses.Lender incurs that in Lender's oplnion are necessary at any time for the protection of its interest or the
enfarcement 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 thé“expenditure until repaid. Expenses covered by this paragraph inciude, without limitation,
however subject to'any Ilmrts under applicable law, Lender's attorneys' fees and Lender’s legal expenses, whether or not
there is a lawsuit, jricluding ‘alforneys’ fees and expenses for bankruptcy proceedings {including efforts to madify or
vacale any automatic stay. or injunction), appeals, and any anticipated post-judgment collection services, the cost of
searching records, obtaining :title teports (including foreclosure reports), surveyars’ reports, and appraisal fees, lifle
insurance, and fees for tha Trustae, to the extant permitted by applicable law. Grantor also will pay any court costs, in
addition to all other sumsg: prn\rlded by.law.

Rights of Trusiee. Trustee shall 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 Deed of Trust:

Powers of Trustee. In addition to.afl powei's of Truslee arising as & matter of law, Trustee shall have the power to take
the foilawing actions with respect td:the Propérty upon the written request of Lender and Grantor: {a) join in preparing
and filing a map or plat of the Real Property including the dedication of straets 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 Trustor the mterest of Lender under this Deed of Trust.

Obligations 10 Nolify. Trustee shall:riot be. Dbllgated to notify any other party of a pending sale under any other trust
deed or lien, or of any action or proceeding:in‘wlhich 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 qualificalions required for Trustee under applicable law. In addition to the righls and
remedies set forth abovs, with respect o all.or any part of the Property, Ihe Trustee shall have the right to foreclose by
notice and sale, and Lender shall have the right to fcreclose by judicial foreclosure, in either case in accordance with and
to the fuli extent provided by applicable law, -

Successor Trustee. Lender, at Lenders option, may from time to time appoint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrumant ‘executed and.acknowledged by Lender and recorded in the office
of the recorder of SKAGIT Counly, State of Washirigton. The |nstrument shall contain, in addition to all other matters
required by state law, the names of the original Lender, Trustee, arid 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 Lender or its successors in interest. The successor trustee, without conveyance
of the Property, shall succeed to all the tille, power, and duties conferred upon the Trustes in this Deed of Trust and by
appilicable law. This procedure for substitulion of Trustee shall. govern to the exclusion of all other provisions for
substitution.

NOTICES. Subject to applicable law, and except for notice requrred or 9llowe'd by Iaw to be given in another manner, any
nolice raquired to be given under this Deed of Trust, including without limitation any. notice of detault and any notice of sale
shall be given in writing, and shail be effective when actually delivered; when actually received by telefacsimile {unless
otherwise required by law), when deposited with a nationally recognized overnight-colrier, or, if maliled, when deposited in
the United States mail, as first class, certified or registered mail postage prepaid; directed lo the addresses shown near the
beginning of this Deed of Trust. All copies of notices of foraclosure from the holder of any tien which has priority over this
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this. Daed of Trust Any party may change its
address for notices under this Deed of Trust by giving formal written notice to the athei parties; specifying that the purpose of
the notice is to change the party’s address. For notice purposes, Grantor agrees o keep Lender informed at aii limes of
Grantor’s current address. Subject to applicable law, and except for nofice required or allowed by law to be glven in ancther
manner, if there is more than one Grantor, any notloe given by Lender to any Grantor is deemed to be notice given to all
Grantors,

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of "'IIS Deed ol Trusk:

Amendmenis. This Deed of Trust, together with any Related Documents, constitites the ephre ,understanding and
agresment of the partles as to the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall be effective uniess given in writing and signed by the party or parties sought to be charged or bound by the
alteration or amendment.

Annual Reports. If the Property is used for purposes other than Grantor’s residence, Granter shall furnlsh 1o Lender,
upon request, a certified statement of net operaling income raceived from the Property during - Grantor's. prévious fiscal
year in such form and defail as Lender shall require. "Net operating income" shall mean aII cash racelpts from the
Froperty lass all cash expenditures made in connectian with the operation of the Property. "

Caption Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be used to
interpret or define the provisions of this Deed of Trust.

Merger. There shall be no merger of the inferest or estate created by this Deed of Trust with any other mterest o estate.
in the Property at any fime held by or for the benefit of Lender in any capacity, without the written consent of Lender.

Governing Law. This Deed of Trust will be governed by, construed and enforced in accordance with federal Iaw

and the laws of the State of Washington. This Deed of Trust has been accepted by Lender in the Stale of.

Washinglon,

Choice of Venue. If there is a lawsult, Grantor agrees upon Lender's requesl to submit to the jurisdiction of the: courts of

Whatcom County, State of Washington.

No Walver by Lender. Lender shail not be deemed to have waived any rights under this Deed of Trust unless such'

waiver is given in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right shalt”
operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that provision or any other
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provision of this Dead of Trusl. No prior walver by Lender, nor any course of dealing between Lender and Grantor, shall

¢ <“constitute a waiver of any of Lender's rights or of any of Grantor’s obligations as to any future transactions. Whenever
the gonsént of Lender is required under ihis Deed of Trust, the granting of such consent by Lender in any inslance shall

<" not'constitulé- continuing consent to subsequent instances where such consent is required and in all cases such consent
may-be grahled or withheld in the scle discretion of Lender.

Severablllty 1f a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforcegble’ as to any circumstance, that finding shall not make the offending provision ilegal, invalid, or
unenforceablé as:to any other circumsiance. If feasible, the offending provision shall be considered modified so that #
betomes.legal,valid‘and enforceable. If the offending provision cannot be so modified, it shall be considered deleled
from this Desd of Trust, Unless otherwise required by law, the illegality, invalidity, or unenforceability of any provision of
this Deed of Trust, shali net affect the legality, validity or enforceability of any other provision of this Deed of Trust.

Successors and Assigns Subject to 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 bensfit of the parties, their successors and assigns. If awnership of
the Properly becomes vested.in a person ather than Grantor, Lender, without notice to Grantar, may deal with Grantor's
successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or extension without
releasing Grantor from-the obligations of this Deed 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 Ex_erhpllén. Grantor heraby releases and waives all rights and benefils of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitdlized 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 mean amounts in lawful money of the United
States of America. Words and terms used in the singular shall include the plural, and the piural shall include the singular, as
the context may require. Words:and terms nol othenmse defined in this Deed of Trust shall have the meanings altributed to
such terms in the Uniform Commercral Code:

Beneficiary. The word "Beneflclary" means F ronner Bank, and its successors and assigns.

Borrower. The word "Borrower” means FIDALGO BAY INVESTORS, L.L.C., and all other persons and entities signing
the Note in whatever capacity. :

Deed of Trust. The words "Deed of Trust" mean'thls Deed of Trust among Grantor, Lender, and Trustee, and includes
without limitation all assignment and saeurity ‘intérest provisions relating to the Personal Property and Rents.

Default. The word "Defauit” means the Deféult séi lrmh i this Deed of Trust in the section titled "Defauit”.

Event of Default. The words "Event of Defauft" mean any of the events of default set forth in this Deed of Trust in the
events of default section of this Deed of Trust,” .+ =

Grantor. The word "Grantor” means FIDALGO'BA\?IINVESTORS, LLC..

Guaranty. The word "Guaranty" means the guaf'anty from guarantor, endorser, surety, or accommedation party to
Lender, including without limitation a guaranty of all. or part of the Noie

Improvements. The word "Improvements” means aII exisling- and future improvements, buildings, structures, mobile
homes affixed on the Real Property, facilities, additions, replacerp_ents qnd other construction on the Real Property.

Indebtedness. The word "Indebtedness” means all principal,interest,;and other amounts, costs and expenses payable
under the Nota or Related Documents, together with all reriewals of,’ extensions of, medifications of, consolidations of
and substitutions for the Note or Related Documenis and any amounts expended or advanced by Lender to discharge
Grantor's obligations or expenses incurred by Trustee or Lender to enféréé-Grantor’'s cobligations under this Deed of
Trust, together with interest on such amounts as provided in this Déed.of Trust.

Lender. Tha word "Lender” means Frontier Bank, its successors and asstgns

Note. The word "Note" means the promissory note dated April 5, 2002, in the. orlglnal principal amount of
$1,100,000.00 from Grantor to Lender, together with all renewals: of, extensmns of modifications of, refinancings of,
consolldatlons of, and substitutions for the promissory note or agreemant -

Personal Property. The words "Personal Property” mean all eqmpment ﬁxtures and other articles of personal property
new or hereafter owned by Grantor, and now or hereafter allached or affixéd:to the Beal Property; logether with all
accessions, parts, and additions to, all replacements of, and all substitutions for; any of such property; and together with
all issues and profits thereon and proceeds (including without limitation all insyrance 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 Property. The words "Real Property” mean the real property, interests and nghts as fuﬂher desonbed in this Deed
of Trust.

Related Documents. The words "Related Documents” mean all promissory notas, credlt..agreemenis,-JUan agreements,
guaranties, securty agreements, morigages, deeds of trust, security deeds, collateral morigages, ‘and all other
instruments, agreements and documents, whether now or hereafter exisiing, executed i ‘connection with the
Indebtedness; provided, that the environmental indemnity agreements are not "Related Documants" ‘and are not secured
by this Deed of Trust. S

Rents. The word "Rents” means all present and future rents, revenues, income, issues, royalhes, prof‘ ls, and other
bensfits derived from the Property.

Trustee. The word "Trustee® means LAND TITLE COMPANY OF SKAGIT COUNTY, whose malllng address is P. BOX
445, BURLINGTON, WA 98233 and any substitute or successor trustess.
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GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS.

GRAHTGR

FIDALGO BAV INVEST ’ C.
- n N .,

' LIMITED LIABILITY COMPANY ACKNOWL
STATE OF szs/zmmn )
counry or I hm ,
o AT e _'_..;479/’// 002

Notary Public, personally appeared JAMES R, ANDERSON, Manager; CRAIG W. COLE Manager of FIDALGO BAY
INVESTORS, LL.C., and personally known {o'fne orproved ta me on the basis of sallsfactory avidence to be of the limited
liability company Ihat executed the Deed of Trust.and acknowledged the Deed of Trust to be the free and voluntary act and
deed of the limited liability company, by authority, of statute, its articles of organization or its operating agreement, for the uses
and purposes therein mentioned, and on oath stated that. ’rhey are authorized to execute this Deed of Trust and in fact

execlited ths Dged of Trust on behalf of t llmltad llabllzty company
By : b o Residing at
rE g

Notary Public in and for the State of M//if A [ & My commission expires

REQUEST FOR FULL FIECONVEYANCE

To: Trustee

The undersigned is the legal owner and holder of all indebtedness secured by thls Deed of Trust. You are hereby requested,
upon payment of all sums owing to you, to reconvey without warranty Io the persons enlitlied thereto, the right, fitle and
interest now held by you under the Deed of Trust.

Date: 5 !?en?!!?!arv:
Its:

LASER FRQ Lending, Ver. 5.19.00.08 Copr. Harland Financis! Sclutiens, Inc, 1997, 2002, All Righiz Reserved. '-_WA c:\cFI\LPL\ch_‘.'Fc TR-3635 FR-Comitloc




ADDENDUM TO DEED OF TRUST
(Anacortes)

. . ¢ THIS ADDENDUM TO DEED OF TRUST (*“Addendum”) is made and entered into this
~ 5th.day-of April, 2002 in connection with that certain Deed of Trust of even date herewith
(“Deed of Trust”) by FIDALGO BAY INVESTORS, L.L.C. as grantor (“Grantor”), LAND
TITLE COMPANY OF SKAGIT COUNTY as Trustee, and FRONTIER BANK as beneficiary
and Iender (“Lender "), covering real property in Skagit County, Washington, as described
therem A

Grarl_tor__, a;ndlender hereby amend the Deed of Trust as follows:

1. The‘deﬁﬂition of “Note” in the “Definitions” section of the Deed of Trust is
hereby amended and restated as follows:

Nete -The word “Note” means individually and
collectively the promissory note dated April 5, 2002 in the original
amount-of $1 100,000, by Grantor to Lender (“Anacortes Note”)
and the promissory note dated April 5, 2002 in the original amount
of $2,625,000 by Grantor to Lender (*Moses Lake Note™).

2. The deﬁmtlon of “Related Documents™ in the “Definitions™ section of the Deed of
Trust is hereby amended to include without limitation all such Related Documents executed by
Grantor in connection with the Anacortes Note and/or the Moses Lake Note.

3. Except as expressly set forth in this Addendum, the terms, conditions and
provisions of the Deed of Trust shall remain in full force and effect.

4. This Addendum may be executed in counterparts, and all such counterparts
together shall constitute one and the same instrument.

[Signature page fdilqws]
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WHE‘,REFORE Grantor and Lender have executed this Addendum as of the date set forth
_ "above

GRAN TOR;. ‘ LENDER:
FIDALGO BAY INVESTORS, L.L.C. FRONTIER BANK
By ‘ ~ % / W
C__ahles R Anderson _ Steve Hoekstrs
Its Manager " -~ TisaVice President
STATE OF WASHINGTON Sy
COUNTY OFKING " =" .« . " )
On this 5 day of Apnl 2002 before me, a Notary Public in and for the State of Washington,

personally appeared JAMES R: ANDERSON ~personally known to me (or proved to me on the basis of satisfactory
evidence) to be the person who cxecuted this instrument, on oath stated that he was authorized to execute the
instrument, and acknowledged it as the Mandger of FIDALGO BAY INVESTORS, L.L.C. tobe the free and

voluntary act and deed of said limited ]Jablhty company for the uses and purposes mentioned in the instrament.
\\\\\\\\l\

IN WITNESS‘ RE hie herclmto set and official seal the day and year first above
. ““"H, ’ L
written. : & f ‘on &, /1 !"/.? S ‘\
z {g S 4& % pA '; - NG PUBLI in and for the State of Washington,
(0% A iz S Ailte.
’ "f,’ ’0.. B\- 1: 3 Pl My appoin ment explres { 0 ’LL| O72
O s _.: Prmt Name & . L
STATE OF WASHIN Q wase® = )
\\\\\\\\\ -~ ) 88.
COUNTY OF ¥#4¢r )
whatcom

On this Q day of April, 2002, before me, a Notary Pubhc iri‘ afid for the State of Washington,
personally appeared . Steve Hoekstra, personally known to me {or proved to me on the basis of satisfactory
evidence) to be the person who executed this instrument, on oath stated that he was authorized to execute the
instrument, and acknowledged it as the,Vice President of FRONTIER BANK; to be the free and voluntary act and
deed of said corporation for the uses and purposes mentioned in the- mstmment

S, t'_'_ OF, 1 have herepnto sgt my\hand and ofﬁ : al Hgiy and year first above
written. i g

"NOTARY PUBLIC & in 4 dfor tate of Washington,

residing at Faals
My appointment expi Q IB "O 2
Print Name - :
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