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Grantor{s):
1. MADRONA HEAL ESTATE INVESTORS ONE, LLC

Grantee(s)
1. Frontier Bank S
2. Island Title Company, Trustee

Legal Description: Ptn Lt 1-8, Blk 46 MAP OF THE CITY OF ANACORTES Additional on page 2
Assessor’s Tax Parcel ID#: 3772—-046—008—0005 & 3772-046-020-0009

THIS DEED OF TRUST is dated May 9, 2003, among MADRONA REAL ESTATE INVESTORS
ONE, LLC, a Washington Limited Liability Company, whose address is 500 UNION STREET,
SUITE 900, SEATTLE, WA 98101 ("Grantor"); Frontier Bank, whose mailing address is Main
Office, 332 SW Everetl Mall Way, PO Box 2161, Everett, WA 98204 (referred to below
sometimes as "Lender” and sometimes as "Beneficiary"); and Island Title Company, whose
mailing address is 839 S. BURLINGTON BLVD, BURLINGTON WA 98233 (referred to below
as "Trustee"). ; -
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CONVEYANCE AND GRANT. For valuable conslderation, Grantor conveys fo Trustee in trust with power of sale, right
of eniry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, litle, and interest in, to and
under the Léasé. described bslow of the following described real property, together with all existing or subsequently erected
or affixed’buildings, improvements and fixtures; all easements, rights of way, and appurtenances; all water, water rights and
ditch rights (including stock [n utiliies with dilch or irrigation rights); and all ather rights, royallies, and profits relating to the
real property, ineluding without limitation any rights Grantor later acquires in the fee simple tille to the land, subject to the
Lease, and_ali’ minerals, oil, gas, geothermal and similar matters, ?the "Real Property”) located in SKAGIT

nty; State of Washlngton SEE EXHIBIT “A"
Lot 1 ¥
the plat theredf; &
County, Washmgton

EXCEPT the South 21 feet of Lots
CITY OF ANACORTES

ALL situ i aglt County, Washington.

orded in Volume 2 of Plats, pages 4 ths of Skagit

thereof, in Block 46, of said MAP OF THE

e Real Property or ___.lts__.:--adqress is commonly known as 170 710 COMMERCIAL
AVENUE, ANACORTES, ‘WA~ 98221. The Real Property tax identificati number is
3772-046-008-0005 & 3772—046-020—0009

Grantor hereby assigns as secunty to Lender;: aII of Grantor's right, title, and interest in and to all leases, Rents, and profits of
the Property. This assignment is recorded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choaté-upah thé recording of this Deed of Trust. Lender grants to Granlor a license to collect
the Rents and profits, which license may be revoked at Lenders 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 PERSONAL PROPERTY, IS GIVEN.TO SEGURE (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 {S GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as otherwise prowded in this Dead of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they bagome’dus, and shall sirictly and in a timely manner perform all of Grantor's
obligations under the Note, this Deed of Trust, and the 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 Defauli; Grantor may (1) remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3) cullect 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 to other limitations on the Property. The Real Property is not dsed principally for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Property i, tenantable condition and promptly perferm all repairs,
replacements, and maintenance necessary o preserve its value :

Nuisance, Wasle. Grantor shall not cause, conduct or permit any fiisance- nor commlt permit, or suffer any stripping of
or wasle on or to the Property or any partion of the Property. Without limiting the generality of the foregoing, Grantor will
not remove, or grant to any other parly the right to remave, any fimber, mlnerals {including oil and gas), coal, clay,
scoria, soil, gravel or rock products without Lender's prior written consent Sl

Removal of Improvements. Grantor shall not demnaiish or remove: any Improvements from the Real Property without
Lender's prior written consent. As a condition to the removal of any Improvements, Lénder may require Grantor o make
arrangements satisfactory to Lender fo replace such Improvements with lmprovernenls af at least equal value.

Lenter's Right to Enfer. Lender and Lender's agents and represenlatwes may enter upon the Real Property al all
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's gcompliance
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly ccmply, and shall promptly cause compliance
by all agents, tenants or other persons or entities of every nature whalsoever who rént, lease ‘or otherwise use or occupy
the Property in any manner, with all laws, ordinances, and regulations, now or heredfter in effech-.of all governmental
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With Disabilities
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhgld comphance during any
proceeding, including appropriate appeals, so long as Grantor has notified Lender in- wntmg prior lo doing so and so
long as, in Lendsr's sole opinion, Lender's interests in the Property are not jeopardized.-Lender may reqmre Grantor to
post adequate security or a surety bond, reasonably satisfactory ta Lender, to protect Lender’s |nterest

Duty to Protect. Grantor agrees neither to abandon or lkeave unatiended the Property. Grantor shall do all-other acls, in
addition to those acts setf forth above in this section, which from the character and use of tfie Property are reasonably
necessary to protect and preserve the Property. ;

Compliance with Lease. Grantor will pay all renis and will strictly abserve and perform on a timely basus all other terms,
covenants, and conditions of the Lease. Grantor will indemnify and hold Lender harmless agains{ all-losses, liabilities,
actions, suits, proceedings, costs including attorneys’ fees claims, demands, and damages whatsoever Whlch may be
incurred by reason of Grantor's failure to pay rents or strictly observe or perform under the Lease. K

Other Agreements Relating to the Lease. Grantor further agrees (1} not to surrender, lerminate, or cancel the Lease,
and (2) nof to modify, change, supplement, alter, or amend the Lease, either crally or in writing, without.Lender's prior
written consent. Any attempt by Grantor to do any of the foregoing without Lender’s prior written consent will be void™
and of no force and effect. At Lender's option, Grantor will deposit with Lender as further security all original doguinerts .
relaling to the Lease and the leasehold interest in the Property. Unless Grantor is in breach or default of any ot-the, terms.

igh 8, inclusive, Block 46, MAP OF THE CITY OF ANACORTES, accordiag to

containad in this Deed of Trusl, Lender will have ne right to cancel, modify, change, supplement, alter or amend the

leasehold interest. No estate in the Property, whather fee title to the leasehold premises, the leasehold estate, or any*

subleasehold estate, will merge without Lender express written consent; rather these estates will remain separale and

distinct, even if thers is a union of these estates in the landlord, Granter, or a third party who purchases or otherwise
acquires the estates. Grantor further agrees that if Grantor acquires all or a portion of the fee simple tille, or any other

leasehold or subleasehold title to the Praperty, that title will, at Lender's oplion, immediately become subject to the terms
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of lhis Peed of Trust, and Grantor will execute, dsliver and record alt documents necessary or appropriate to assure that
such tite is secured by this Deed of Trust.

Noilces Relailng to the Lease. Grantor will promptty nofify Lender in wriling:

- _,:..(1) if Grantor is in default in the performance or observance of any of the terms, covenants, or conditions which
¢ ¢ Grantor s fo perform or observe under the Lease;

] < {2) if __aﬁyévent occurs which would constitute a default under the Lease;
“._{3) it any nolice of default is given to Grantor by the landiord under the Lease;

"'{4) i, pursuanl to the Lease, any proceeds received for the Properly are deposited with someone other than
Lender, whather-received from any insurance on the Property or from the taking of any or afl of the Property by
eml_ne_nt domain; and_

5) ifany arbi-t"ratign’ ﬁr'._appraisal proceedings are requested or instifuted pursuant to the Lease.

Grantar agrees to provide Lerider promptly with a copy of all written materials relating to any of the above and 1o provide
Lender with such.6ther informalion as Lender may reasonably request. Grantor agrees that promplly after the execution
and delivery of this Deed of Trust, Grantor will notify the landlord under the Lease in writing of the execution and delivery
of this Deed of Trust and-of the_rame and address of Lender and will deliver a copy of this Deed of Trust to the landlord.

Option to Cure Lease Default ‘Upon Lender's receipt of any written notice of Grantor's default under the Lease,
Lender may, at Lender's option, cure.such default, even though Grantor, or any party on behalf of Grantor, questions or
denies the existence of‘such defaull orthe nature of the defaull. Grantor expressly grants to Lender the absolute and
immediate right to enter: upor the’ F'roper!y to such extent and as often as Lender in it sole discrefion deems necessary
or desirable in order lo prevent-or cure any such default by Granlor.

DUE ON SALE - CONSENT BY LENDER. ‘Lender may, at Lender's option, (A) declars immediately due and payable all
sums secured by this Deed of Trust-or (B) iricrease the interest rate provided for in the Note or other document evidencing
the Indebtedness and impase such-gtherconditions as Lender deems appropriate, upon the sale or fransfer, without Lender's
prior written consent, of all or any part f the Real Properly, or any interast in the Real Property. A "sale or fransfer” means the
conveyance of Real Property or any right;title“or interest in the Real Properly; whether legal, beneficial or equitable; whether
voluntary or inveluntary; whether by outright sale, degd, installment sale contract, land contract, contract for deed, leasehold
interest with a term greater than three (3) years, Ie.ase—qptlon contract, or by sale, assignment, or transfer of any beneficial
interest in or to any land trust holding title' 1o the’Real Properly, or by any other method of conveyance of an interest in the
Real Property. If any Grantor is a corporation, parthership or limited liability company, transfer also includes any change in
ownership of more than twenty-five percent (25%) -of the. +woting stock, partnership interests or limited liability comparny
interests, as the case may be, of such Grantor However thjs option shall not be exercised by Lender if such exercise is
prohibited by federal law or by Washington law. = /&

TAXES AND LIENS. The following provisions relahng 10 the taxes and liens on the Praperty are part of this Deed of Trusth:

Paymeni. 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 Properly, and shall pay
when due all claims for work done on or for serviceés rendered .gr.materiai 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,
except for the lien of taxes and assessments not due and except as olherwnse 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
dispute over the obligation to pay, so long as Lender's inferest in the' Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within fifleen {15) days after the lien arises or, if a lien is filed, within fifteen
(15) days after Grantor has notice of the filing, secure the discharge of the lien, or if requesied by Lender, deposit with
Lender cash or a sufficiant corporate surety bond or other security salisfactory lo Lender in an amount sufficient to
discharge the lien plus any costs and atiorneys’ fees, or other charges that could, accrue as a resull of a foreclosure or
sale under the lien. In any contest, Grantor shall defend itself and Lender and shall safisfy any adverse judgment before
enforcement against the Property. Granlor shall name Lender as an additlonal ob[tgee under any surety bond furnished
in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lendsr satlstactory &vidence of payment of the taxes or
assessments and shall authorize the appropriate governmental official to dellver to Lender at any time a written statement
of the taxes and assessments against the Property. "

Nolice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
services ara furnished, ar any malerlals are supplied lo the Property, if any mechanic's lien, materialmen’s lien, or other
lien could be asserted on account of the work, services, or materials. Grantor ‘will.upon réquest of Lender furnish to
Lender advance assurances saftisfactery o Lender that Grantor can and will pay the-cost of such improvements.

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

Maintenance of Insurance. Granter shall procure and maintain policies of fire |nsurance wﬁh standard extended
coverage endorsements on a replacement basis for the full insurable value covering, all Improvemenls on the Real
Property in an amount sutficient to avoid application of any coinsurance clause, and with & standard mortgagee clause in
favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such coverage
amounts as Lender may request with Trustee and Lender being named as additional insureds in"sich llability-insurance
policies. Additionally, Grantor shall maintain such other insurance, including but not lirviited to. -Hazard, ‘business
interruption, and bofler insurance, as Lender may reasonably require. Policies shall be written _in-form; ‘amaunts,
coverages and basis reasonably acceptable to Lender and issued by a company or companies reasonably acceptable la
Lender. Grantor, upon request of Lender, will dellver to Lender from time to time the policies or cedificates of-insurance

in form satisfactory to Lender, including stipulafions that coverages will not be cancelled or diminishéd withoyt af least
thirty {30} days prior written notice to Lender. Each insurance policy also shall include an endorsement providing that
coverage in favor of Lender will not be impaired in any way by any act, omission or default of Grantor or any other
person. Should the Real Property be located in an area designaled by the Director of the Federal Emergency .
Management Agency as a special flood hazard area, Grantor agrees to obtain and maintain Fedaral Flood Insurance, if
available, within 45 days after notice Is given by Lender that the Property is iocaled in a special flood hazard area, forthe -
full unpaid principal balance of the loan and any prior liens on the property securing the loan, up to the maximum-palicy :
limits set Lnder the Natfional Flood Insurance Program, or as otherwise required by Lender, and fo mamlaln $uch,
insurance for the term of the loan.

Application of Proceeds. Granfor shall prompfly nofify Lender of any loss or damage to the Property. Lender may
makae proof of loss if Grantor fails to do so within fifteen (15) days of the casually,. Whether or not Lender's security is
impaired, Lender may, at Lender’s eleclion, receive and retain the proceeds of any insurance and apply the proceedsto
the reduction of the Indebtedness, payment of any lien affecling the Properly, or the restoration and repair of the
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; Praperty 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. Lender shall, upon satisfactory proof of such expenditure,
pay or-reimburse Grantor from the procseds for the reasonable cost of repair or restorafion if Grantor is not in default
<ungder this.Deed of Trust. Any proceeds which have not been dishursed within 180 days after their receipt and which
Lender has ‘not committed to the repair or restorafion of the Property shall be used first to pay any amount owing to
Lender undei this Deed of Trust, then to pay accrued interest, and the remainder, it any, shall be applied to the principal
balance of the Indebledness. If Lender holds any proceeds after payment in full of the Indebtedness, such proceeds
shall be pald without interest to Grantor as Grantor's interests may appear.

Grantor’s Repon on:Insurance. Upon request of Lender, however not more than once a year, Grantor shall furnish to
Lender & report on ‘mach 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 manner
of deterdiinirig that valus; and (5) the explratlon date of the policy. Grantor shall, upon request of Lender, have an
independent appralser sahsfactory to Lender determine the cash value replacement cost of the Property.

LENDER'S EXFENDITURES Af any action or proceedlng is commenced that would materially affect Lender’s interest in the
Property or it Granter fails t6 comply with any provision of this Deed of Trust or any Related Documents, including bul not
limited to Grantor's failure-{6. discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed
of Trust or any Related:Documents, Lender on Grantor's behalf may (but shall not be obligated to) take any action that Lender
deems appropriate, including But not limited to discharging or paying all taxes, liens, security interests, encumbrances and
other claims, at any time levied or placed on the Property and paying all costs for insuring, maintaining and preserving the
Propery. All such expenditures inicurred-or paid by Lender for such purposes will then bear interest at the rate charged
under the Note from the date ingurred or paid:by Lender to the date of repayment by Grantor. All such expenses will become
a part of the Indebtedness and, al Leriders. aption, will (A} be payable on demand; (B) be added to the balance of the
Note and be apportioned among: ‘and be payable with any instailment payments to become due during either (1) the term of
any applicable insurance policy; or .(2) the remaining term of the Note; or (C) be treated as a balloon payment which will be
due and payable at the Note'’s ma(unty The Deed:of Trust also will secure payment of these amounts. Such right shall be in
addition to all other rights and remedles to whtch Lender may be entiled upon Default.

WARRANTY; DEFENSE OF TITLE. The followmg provisions relating to ownership of the Property are a part of this Dead of
Trust:

Title. Grantor warrants that: (a) Grantor holds guod and marketable litle of record to the leasehold interest in the
Properly pursuant to the Lease, free;dnd clear of all liens and encumbrances other than those set forth in the Real
Propeﬂy deseriplion or in any title insuratica policy; title report, or final fitle opinion issued in favar of, and accepted by,
L.ender in connection with this Deed of Trust and (b) Grantor has the full right, power, and autharity to execute and
deliver this Deed of Trust to Lender. : :

Defense of Title. Subject to the excaptlon ing \he paragraph above, Grantor warrants and will forever defend the fitle to
the Property against the lawful claims of all persons. -in the event any action or proceeding is commenced that questions
Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense, Grantor may be the nominal party in such proceeding, bul Lender shall be entified to parlicipate in the
proceeding and to be represented in the procesdifg by counsel of Lender's own choice, and Grantor will deliver, or
cause to be delivered, to Lender such instruments as.Lender may request from time to time to permit such participation.

Compliance With Laws. Grantor warrants that the Propady and Grantor s use of the Property complies with all existing
applicable laws, ordinances, and regulations of governmental aulhontles

Survival of Represemalions and Warranties. All represenlallons warran!ies, and agreements made by Grantor in this
Deed of Trust shall survive the execution and delivery of:this Deed-of- Trust, shall be continuing in nature, and shall
remain in full force and effect until such time as Grantor's Indebtedness shall be paid in full,

CONDEMNATION. The following provisions relating to condemnaticn proc_eadmgs are_ a part of this Deed of Trust:

Proceedings. If any proceading in condemnation is filed, Grantor shall promptly. notify Lender in writing, and Grantor
shall promptly take such steps as may be necessary fo defend the action and:obtain the award. Grantor may be the
nominal party in such progceeding, but Lender shall be entitled to pammpata inthe praceeding and to be rapresented in
the proceeding by counsel of its own choice all at Grantor's expense; and Grantor will deliver or cause to be deliverad to
Lender such instruments and documsntafion as may be requested. by Lender from Mime fo time to permit such
participation. .

Application of Net Proceeds. If all ar any part of the Property is condemned by emment dcrnam proceedings or by any
proceeding or purchase in lisu 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 restoralion of the Property. The nel proceeds of
the award shall mean the award after payment of all reasonable costs, expensas and attorneys fees incurred by Trustee
or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The followmg prowsmns relating to
governmental taxes, fees and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such dccuments in_addition to this
Deed of Trust and take whatever other action is requested by Lender to perfect and continua- Lenqers Ilen on the Real
Property. Grantor shall reimburse Lender for all taxes, as described below, together ‘With ail expenses incurved in
recording, perfacting or confinuing this Deed of Trust, including without mitation all taxes, fees dacumentary stamps,
and other charges for recording or registering this Deed of Trust. .

Taxes. The following shall consfitule taxes to which this section applies: (1) a specific tax upon fhls lype of Deed of
Trust or upen all or any part of the Indebtedness secured by this Deed of Trust; (2) a speclfic tax on Gréntor-which
Grantor is authorized or required to deduct from payments on the Indebtedness secured by this type of.Deed of Trust;
(3) a tax on this type of Deed of Trust chargeable against the Lender or the holder of the Note; and .(4) a specmc tax
on all or any portion of the Indebtedness or on payments of principal and interest made by Grantor.

Subsequent Taxes. If any tax fo which this section applies is enacted subseqguent to the date of this Deeﬂ of Trust thns
event shall have the same effect as an Event of Default, and Lender may exercise any or all of its availablé.remédies for =
an Event of Defaull as provided below unless Grantor either (1) pays the tax before it becomes delinquent, or (2
contests the tax as provided above in the Taxes and Liens seclion and depasits wilh Lender cash oc a sufflclent-"
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a securﬁy L

agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of the Property constltutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code as amended frqm
time to time. i
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Security Interest. Upon request by Lender, Granlor shall execute financing stalements and take whatever other action
{ [ ig requested by Lender to perfect and continue Lender's security interest in the Renls and Personal Property. In addition
“to'recording this Deed of Trust in the real property records, Lender may, at any fime and without further authorization
from Grantor;:-file executed counterparts, copies or reproductions of this Deed of Trust as a financing statement. Granlor
shall.feimbursé Lender for ali expenses incurred in perfecting or continuing this security interest. Upon default, Grantor
shall not remiove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble any
Personal Proparty not affixed to the Property in a manner and at a place reasonably convenient to Grantor and Lender
and. make. it availaple to Lender within three (3) days after receipt of written demand from Lender to the extent permitted

by apprlcabre fawe:

Addrésses, . The: malllng addresses of Grantor (debtor) and Lender (secured party) from which information concerning
the sscurity interast graried by this Deed of Trust may be obtained (each as required by the Uniform Commercial Code)
are as stated ori the first-page of this Deed of Trust.

FURTHER ASSURANCES “ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorney—-in—fact are a part of this DPeed of Trust:

Further Assurances ‘At any “{ime, and from time to time, upon reguest of Lender, Grantor will make, execute and
deliver, or will cause to be rmade, executed or delivered, to Lender or la Lender's designes, and when requested by
Lender, cause t6 be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
places as Lender may deem appropriate, any and all such morigages, deeds of trust, security deeds, securty
agreements, financing statements, conlinuation statements, instruments of further assurance, cerlificates, and other
documents as may, in iFe sole, opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,
continue, or preserve 1) Grantor’s-obligations under the Note, this Deed of Trust, and the Related 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
or hereafter acquired by Grantor. Unless prohibited by law or Lender agress to the contrary in wriling, Granlor shall
reimburse Lender for all costs and expenses |ncurred in connection with the matters referred to in this paragraph.

Attorney~in-Fact. If Grantor fa|ts to do any of the things referred to in the preceding paragraph, Lender may do so for
and in the name of Grantor and.at Grantors expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Granlor's attorney-in-fact for the purpose of making, executing, dellvering, filing, recording, and doing all other things
as may be necessary or destrabte, |n Lenders sole oplnlon to accomplish the matters referred to in the preceding
paragraph.

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations imposed
upon Grantar under this Deed of Trust, Lender shall‘execute and deliver to Trustee a request for full reconveyance and shall
execule and delivar lo Granfor sullable statemeénts &f terminalion of any finanging statement on file evidencing Lender's
security interest in the Rents and the Personal Property. . -Any’ reconveyance fee shall be paid by Grantor, it permilted by
applicable law, The grantee in any raconveyance may.be described as the "person or persons iegally entitled thereto", and
the recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfuiness of any such matlers or
facts.

EVENTS OF DEFAULT. Each of the following, al Lenders option, shall constitute an Event of Default under this Deed of
Trust:

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

Other Defaults. Grantor fails to comply with or to perform ary gther term, obligation, covenant or condition ¢ontained in
this Deed of Trust or in any of the Related Documents or ta comply with or to perform any term, obligation, covenant or
condition contained in any other agreement between Lender and Grantor.

Compliance Default. Failure to comply with any other term, obligation; covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents. If such-a failure.s curable and if Granlor has not been given a
notice of a breach of the same provision of this Deed of Trust within the preceding twelve (12) months, it may be cured
(and no Event of Default will have occurred) if Grantor, after Lender Sends written nolice demanding cure of such failure:
{a) cures the failure within ten (10) days; or (b) if the cure requires more than ten' (10) days, immedialely initiates sleps
sufficient to cure the failure and thereafter continues and completes all reasonabte and necessary steps sufficient lo
produce compliance as soon as reasenably practical.

Default on Other Paymenis. Failure of Grantor wiihin the time reqmred by thls Deed of Trust to make any paymeani for
taxes or insurance, or any other payment necessary to prevent filing of or to efteclkdlschar_ge_ of any lien.

Default in Favor of Third Parties. Should Grantor default under any loan, exension of credit, security agresment,
purchase or sales agreament, or any other agreement, in favor of any other graditor or persan that may materially affect
any of Grantor's property or Grantor's ability to repay the Indebtedness or perform thelr respectwe obligations under this
Deed of Trust or any of the Related Dacuments.

False Statements. Any warranty, representation or statement made or furnlshed 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 becomes false or misleading at any time thereafter. ;

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases o be in fuII force and effect
{including failure of any collateral document to create a valid and perfectad security interest.ar Ilen) atany time and for
any reason. -

Death or Insolvency. The dissolution of Grantor's {regardless of whether slection to contin‘ue"is-‘madel, any member
withdraws from the limited liability company, or any other tarmination of Grantor's existence a5 a:gging business or the
death of any member, the insolvency of Grantor, the appointment of a receiver for any part of-Granler's property, any
assignment for the benefit of credilors, any type of creditor workout, or the commencement of any proceedmg under any
bankruplcy or insglvency laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreciosure or forfeilure proceedings, whether by Judnmal
proceeding, self-help, repossession or any other method, by any creditor of Grantor or by any governmantal Agency
against any property securing the Indebtedness. This includes a garnishment of any of Grantor's aceounts, including
deposit accounts, with Lender. However, this Eveni of Default shall not apply if there is a good faith dispute by Grantor” ™,
as to the validity or reascnableness of the claim which is the basis of the creditor or forfeiture proceeding and if Graptor. ¢
gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender monies or a surety bond for ©
the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discrelion, as being an adequate
reserve or bond for the dispute. ;

Lease Default. Grantor defaults under the terms of the Lease, or any other event (whether or not Grantor's fault) results'“u
in the termination or cancellation of Grantor's leasehold rights.

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation any agreerment
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concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or laler.

i Evenls Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the
Indebtednéss or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or liability under,
“any Guaranty of the indebledness. In the event of a death, Lender, at its opfion, may, but shall not be required to,
permit the Guarantor’s eslate to assume unconditionally the obligations arising under the guaranty in a manner
satisfaclory to Lender, and, in doing so, cure any Event of Default.

Adverse Ch'an'ge A material adverse change occurs in Grantor’s financial condition, or Lender believes the prospect of
payment or performance of the Indebtadness Is impaired.

nghi to Cure. It such a failure is curable and if Grantor has not been given a nofice of a breach of the same provision
of this Deed of ‘Trust within the preceding twelve (12) months, it may be cured {and no Evenl of Default will have
occurred) if.Grantor, after Lender sends written nofice demanding cure of such failure: (a) cures the failure within ten
{10} days;or (b)if the curé requires more than ten (10) days, immediately initiates steps sufficient to cure the failure and
thereafter continues and completes all reasonable and necessary steps sufficient to produce compliance as scon as
reasonably practlcal

RIGHTS AND REMEDIES ON DEFAu.T It an Event of Default occurs under this Deed of Trust, at any time thereafter,
Trustes or Lender may.exercise: any one or more of the following rights and remedies:

Election of Remedies. Eiegtlonkby Lender to pursue any remedy shall not exclude pursuit of any other remedy, and an
election to make expendilures-or to take aclion to perform an obligation of Grantor under fhis Deed of Trust, after
Grantor’s failure to perfnrm shall ot affect Lender’s right to declare a default and exercise its remedies.

Accelerale Indebledness Lendsr shall have the right at its option to declare the entire Indebledness immediately due
and payable, including any pre_payment_psnalty which Grantor would be required to pay.

Foreclosure. With respect toall or any-pant of the Real Property, the Trustee shall have the right to exercise its power of
sale and to foreclose by notice and salg, and: Lender shall have the right to foreclose by judicial foreclosure, in either
case in accordance with and to The fll extent provided by applicable law.

UCC Remedies. With respect to al or a_r_1y part of the Personal Property, Lender shall have all the rights and remedies of
a secured party under the Uniform Corm"'nercial Code.

Collect Rents. Lender shall have the right, wﬂhuut nolice o Grantor to 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 Indebledness In furtherance’of this right, Lender may require any tenant or other user of the Property
to make paymants of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor irrevocably
designates Lender as Grantor's attorney-in=fact to endorse instruments received in payment theraof in the name of
Grantor and to negofiate the same and colléct:the proceeds. Payments by tenanls or other users to Lender in response
to Lender's demand shall satisfy the obligations.for which the payments are made, whether or not any proper grounds
for the demand existed. Lender may exercise its nghts under this subparagraph either in persen, by agent, or through a
receiver.

Appoint Receiver. Lender shall have the right to ha‘ve a receiver gppointed to take possession of all or any part of the
Properly, with the power to protact and preserve theProperty, to pperate the Property preceding or pending foreclosure
or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebtedness. The receiver may serve without béng:if permltted by law. Lander’s right to the appointment
of a receiver shall exist whather or not the apparent value of- the Propeﬂy exceeds the Indebtedness by a substantial
amgunt. Employment by Lender shall not disqualify & person from servmg as a receiver.

Tenancy at Sutferance. If Grantor remains in possession of, the Property after the Properly is sold as provided above or
Lender otherwise becomes entitlied to possession of the Property-upon default of Grantor, Granlor shall become a
tenant at sufferance of Lender or the purchaser of the Property and.shall, &t Lender's option, either (1) pay a
reasonable rental for the use of the Property, or (2} vacate the Propery immediately upon the demand of Lender.

Other Remedies. Trustes or Lander shall have any olher right or remedy provided in this Deed of Trust ar the Nale ar
by law.

Notice of Sale. Lender shall give Grantor reasonable notice of the tlme and place ‘6f-any public sale of the Personal
Property or of the time after which any private sale or other intended dispasition of the-Petsonal Property is to be made.
Reasonable notice shall mean nofice given at least ten (10) days befare the time: of tha sale or disposition. Any sale of
the Personal Property may be made in conjunction with any sale of the Real Property :

Sale of the Property. To the extent permitted by applicabie law, Grantor hereby waives. any and all rights to have the
Property marshalled. In exercising its rights and remedies, the Trustee 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 bie-entitled: to bid at any public sale on all
or any portion of the Froperty.

Atlorneys’ Fees; Expenses. if Lender institutes any suit or action to enforce any cf the terms* of this Deed of Trust,
Lender shall be entifled to recover such sum as the court may adjudgs reasonable as attorneys’ fées at trial and upon
any appeal. Whether or nol any court action is involved, and to the extent not prohibited: ‘by law; all reasonable
expenses Lender incurs that in Lender's opinion are necessary at any time for the protection of lts interest or the
enforcement of its rights shall become a part of the Indebledness payable on demand and shall bear’ interest at the Note
rate from the dale of the expenditure until repaid. Expenses covered by this paragraph ihcluds, without limitation,
however subject to any limits under applicable law, Lender’s attorneys’ fees and Lender’s legal expenses, whether or not
there is a lawsuit, including attorneys’ fees and expenses for bankruptcy proceedings (including-efforts fo medify aor
vacate any automatic stay or injunclion), appeals, and any anticipated post—-judgment colleclion services, the cost of
searching records, obtaining tifie reports (including fareclosure reparts), surveyors’ reports, ahd apprdisal feées;. fitle
insurance, and fees for the Trustee, to the extent permitted by applicable law. Grantor also will p&’y any court cnsts, in
addition to all other sums provided by law. ; .

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as sel forth in this section. ;

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obllgatlons of Trustea
{pursuant to Lender’s instructions) are part of this Desd of Trust:

Powers of Trustee. In addition to all powers of Trustee arising as a malter of law, Trustee shall have the power to take

the following actions with respact to the Praperty upon the writlen request of Lender and Granfor: (a) join in preparing,; -
and filing a map or plat of the Real Property, including the dedication of streets or other rights to the public; (byjoinin’ =" &
granting any sasement or creating any restriction on the Real Property; and ({c) join in any subordination or other
agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Notity. Truslee shall not be obligated to notify any other party of a pending sale under any other trust
desad or lien, or of any action or proceading in which Grantar, Lender, or Trustee shall be a party, unless required by
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épp‘l'ibable law, or unless the action or proceading is brought by Trustee.

¢ “Trustee. Trustes shali meet all qualifications required for Trustee under applicable law. in addilion to the rights and

ramadies set forth above, with respect ta all or any part of the Property, the Trustee shall have the right to foreclose by

* nofice-and sale, and Lender shall have the right to foreclose by judicial foreclosure, in sither case in accordance with and
to‘ thie full extenl provided by applicable law.

Successor Trustee. Lender, at Lender's opfion, may from time to time appoint a successor Trustee to any Trustee
appolnted Wnder this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office
of thé récorder of SKAGIT County, State of Washinglan. The instrument shall contain, in addition to all other matters
reqlired-by sldte law; the names of the original Lender, Trustes, and Grantor, the book and page or the Auditor's File
Number where this Deed of Trust is recorded, and the name and address of the successor trustee, and the instrument
shall be executed-and-acknowledged by Lender or its successors in interest. The successor trustee, without conveyance
of the Proparty, shall sicceed to all the title, power, and duties conferred upen the Trustee in this Deed of Trust and by
applicable law. ThIS procedurs for substitution of Trustee shall govern to the exclusion of all other provisions for
substitution.

NOTICES. Subject to applleable |aw and except for nofice required or allowed by law to be given in another manner, any
notice required to bé given urider this Deed of Trust, including without limitation any notice of default and any notice of sale
shall be given in wriling, and.shall-ba, effective when aclually delivered, when aclvally received by telefacsimile (unless
otherwise required by law), when =depesited with a nationally recognized cvernight courier, or, if mailed, when deposited in
the United States mail, as first class: cerlified or registerad mail postage prepaid, directed to the addresses shown near the
beginning of this Deed of Trust. -All cdpies-of notices of foreclosure from the holder of any lien which has priority over this
Deed of Trust shall be sent fo Lénder's address, as shown near the beginning of this Deed of Trust. Any party may change its
address for nofices under this Desd of Trust'by giving formal written notice to the other parties, specifying that the purpose of
the notice is to change the party's:address.; For notice purposes, Grantor agrees te keep Lender informed at all times of
Grantor's current address. Subjéctito appllcable law, and except for notice required or allowed by law to be given in another
manner, if thera is more than one Grantor any nollce given by Lender to any Grantor is deemed to be miotice given to all
Grantors.

MISCELLANEQUS PROVISIONS. The followmg mlscellaneous provisions are a part of this Deed of Trust:

Amendments. This Deed of Trust, togelher with any Related Documents, consfitutes the enlire understanding and
agreement of the parties as to the matters §et forth in' this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall be effective unless given in wrmng and S|gned by the party or parfies sought to be charged or bound by the
alteration or amendment.

Annual Reports. If the Property is used for purposes olher than Grantor's residence, Grantor shall furnish to Lender,
upan request, a certified statement of net oparatmg Income received from the Property during Grantor's previous fiscal
year in such form and detail as Lender shall require. "Net operating income" shall mean all cash receipts from the
Property less all cash expenditures made in comnection with the operation of the Property.

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

Merger. There shall be no merger of the interest oF eslale created by this Deed of Trust with any other interest or estate
in the Property at any fime held by or for the benefit of Lender in'any ¢apacity, withoul the written consent of Lender.

Governing Law. This Deed of Trust will be governed by, construed and enforced in accordance with federal law
and the laws of the State of Washingion. This Deed of Trusl has been accepted by Lender in the State of
Washington.

Choice of Yenue. It there is a lawsuit, Grantor agrees upon Lenders request to submll to the jurisdiction of the courts of
Snohomish County, State of Washington.

No Waiver by Lender. Lender shall not be desmed to have walved any rlghts ‘under this Deed of Trust unkess such
waiver is given in writing and signed by Lender. No delay or omission on the partof Lender in exarcising any right shall
operate as a waiver of such right or any olher right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constitute a waiver of Lender’s right ctherwise to demand strict-compliance with that provision ar any other
provision of this Deed of Trusl. No prior waiver by Lender, ner any colrge of dealing between Lender and Grantor, shall
constitute a waiver of any of Lender's rights ar of any of Grantor's obligations as to-any future transactions. Whenever
the cansent of Lender is required under this Deed of Trust, the granting of such consentby. Lender in any instance shall
not constitute continuing consent to subsequent instances where such cansem 15 reqmred and in all cases such consent
may be granted or withheld in the sole discretion of Lender.

Severability. I a court of competent jurisdiction finds any provision of thls Deed of Trust 1o be illegal, invalid, or
unenforceable as lo any circumstance, that finding shall not make the ‘dffending” provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the offending provision shall be ebnsidered modified so that it
becomes legal, valid and enforceable. If the offending provision cannat be so moditied; it shall bé considered deleted
from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or unenforceabmly of any provision of
this Deed of Trust shall not affect the legality, 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 Grantors interest, this
Deed of Trust shall ba binding upon and inure to the benefit of the parties, their successors and.assigns,’ If ownership of
the Property bacomes vested in a person other than Grantor, Lender, without notice to Granter, miay deal with Grantor's
successors with reference to this Deed of Trust and the Indebiledness by way of forbearance’ or extensnon without
releasing Granter 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 Homesiead Exemption. Granior hereby releases and waives ali rights and beneflts of the homestead
exemption laws of the State of Washington as to all Indebtadness secured by this Deed of Trust. T

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in thls Deed m‘ Trust

Unless specifically stated to the confrary, all references to dellar amounts shall mean amounts in lawful mongy of the Wnited =
States of America. Words and terms used in the singular shall include the plural, and the plural shall include the'singlilar, a8
the conlext may require. Words and terms not otherwise defined in this Deed of Trust shall have the meanings attnbuted S
such terms in the Uniform Commercial Code:

Beneficiary. The word "Beneficiary” means Frontier Bank, and its successors and assigns.

Borrower. The word "Borrower" means MADRONA REAL ESTATE INVESTORS ONE, LLC, and all other persons and” I
entities signing the Note in whatever capacily.

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and |nc|udes
without limitation all assignment and security interest provisions relating to the Personal Properly and Rents.

\W\M\Nlh\l\%WWWWWWM\HM

Skaglt County Auditor

5/9/2003 Page 7 of_ 10 11 48AM i




DEED OF TRUST
(Continued) Page 8

; Del‘aun. The word "Default” means the Default sat forth in this Deed of Trust in tha section titled "Defauit”.

£ ':Evenl of Default. The words "Event of Defaull’ mean any of the events of default set forth in this Deed of Trust in the
avents o default seclion of this Dead of Trust.

Granior. The ward "Grantor" means MADRONA REAL ESTATE INVESTORS ONE, LLC.

{Gl:larantor : The word "Guaranlor” means any guarantor, surely, or accommodation parly of any or all of the
'-}Indebiedness

Guaranfy The Word "Guaranty” means the guaranty from Guarantor 1o Lender, including without fimifation a guaranty of
alt‘'or.part of the Note,

Improvements. The ‘word "improvements” means all existing and fulure improvemenits, buildings, structures, mobite
homes:affixad on.the Real Property, facifities, additions, replacements and other construction on the Real Property,

Indebtedness. The word:'Indebladness” means all principal, interest, and other amounts, costs and expenses payable
under the Note or Related Documents, together with all renewals of, extensions of, modlfications of, consolidations of
and substititions for the Note or Related Documents and any amounts expended or advanced by Lender o discharge
Grantor's obligations:orf. expenses incurred by Trustee or Lender to enforce Grantor's obligations under this Deed of
Trust, together with inl"erést on such amounts as provided in this Deed of Trusl,

Lease. The word "Leass" rneans the lease of the Properly between Landlord, as defined in Relaied Documents, and
Grantor.

Lender. The word "L-r_a'nder" m'eans Fr‘oniier Bank, its successors and assigns.

Note. The word "Note” means the promissory nole daled May 9, 2003, in the original principal amount of
$2,272,500.00 from Grantor to Lender, together with all renewals of, extensions of, modificalions of, refinancings of,
consolldatlons of, and substltutlons for- the promlssory note or agreement.

Personal Property. The words "Personal” Proper!y mean all equipment, fixtures, and other arlicles of personal property
now or hereafter owned by Grantar, .and-now or hereafter attached or affixed to the Real Properly; together with all
accessions, parts, and additions to,-4ll replacements of, and all substitulions for, any of such property; and togsther with
all issues and profits thereon and procgeds (mcludtng without limitafion all insurance proceads and refunds of pramiums)
from any sale or other dispesition of the Property

Property. The word "Property” means cullectlvely lhs Reat Property and the Personal Property.

Real Property. The words "Reasl Property mean ‘the real praperly, interests and righls, as further described in this Deed
of Trust.

Relaled Documents. The words "Related-.Dncumenﬁs mean all promissory notes, credit agreements, loan agreements,
guaranties, security agreements, mortgages,desds of frust, security deeds, collateral mortgages, and all other
instruments, agresments and documents, ‘whether now or hereafter existing, executed in connection with the
Indebtedness; provided, that the snvironmental |ndemmty agreemants are not "Related Documents” and are not secured
by this Deed of Trust.

Rents. The word "Rents" means all present and fulure rents, revenues income, Issues, royalties, profils, and other
benefils derived from the Proparty.

Trusiee. The word "Trustee” means island Title Cornpany, whose mall:ng address is 839 S. BURLINGTON BLVD,.
BURLINGTON , WA 98233 and any subslitute or SUCCessor trustees.; -

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

GRANTOR: .

MADRONA REAL ESTATE INVESTORS ONE, LLC

Avatlgd B

BRADFORD G. ‘\UGUSTINE Mana er of MADRONA REAL ESTATE
SERVICES, LLC I OF MADRONA REAL

A WASHINGTICN Lm LIABIL.I‘IY CCMPANY
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i R LIMITED LIABILITY COMPANY ACKNOWLEDGMENT
STATE QF U M‘CW )

: ) 6%

coumw OF %m@ )

Onihls / day of M a"y\ , 20 O*S before me, Ihe undersigned

Notary:Puliic, personally appaared BRADFOHD G. AUGUSTINE, Manager ol’ MADRONA REAL ESTATE SERVICES, LLC,
who ig the.managing member of Madrona Real Estate Inwestors One LIC, a Washirgten

Limited Liability Catpany
and parsonally kriown 10°‘me or provad to me on the basis of satlsfactcry avidence to be a of the limited liability company that .
execuled the Dead of Frust.and’ acknowledged the d 4at to be the free and voluntary act and deed of the limited
liabiiily company, by autherity -of izkgionor its operating agreement, for the uses and purposes

Reslding at &W&Q’)&/ |

Notary Agllc In and for the State W&P My commission explresw%l%
& N

HEQUEST FOR FULL RECONVEYANCE

To: S5 Trustea

The undersigned Is the legal owner and holder of all indebtedness secured by this Deed of Trust. You ara heraby requested,
upon payment of ali sums owing to you, to. reconvey wilhout warranty, to the persons entitied thereto, the right, title and
interest now held by you under the Deed of Trust ' o

Date: . i o Beneficiary:
fts:

LAGER PR Lancfng, Yer. 5.21,60.002 Com. Harland Financil Boilticns, g, 1POT;: 2003, AN Rights Flayarssl. = WA CNCPRLPL\GOLFC TA-12481 PA-COMUALOG
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__;:".‘__Exhlblt A

'PARCEL A

Lots 1 through 8, inclusive, the East 24 feet of Lot 17, and all of Lots 18 through
20,.inclusive, Block 46, MAP OF THE CITY OF ANACORTES, according to the
plat thereof; recorded in Volume 2 of Plats, pages 4 through 7, records of Skagit
County, Washmgton

PARCEL B

Lot 17, EXCEPT the East 24 feet thereof, and all of Lot 16, Block 46, MAP OF
THE CITY OF ANACORTES, according to the plat thereof, recorded in Volume 2
of Plats, pages 4-through 7, records of Skagit County, Washington;

PARCEL C:

That portion of the alley located between Lots 1 through 5 and Lot 17 through 20,
Block 48, MAP OF THE CITY OF ANACORTES, according to the plat thereof,
recorded in Volume 2 of Plats, pages 4 through 7, records of Skagit County,
Washington, as vacated by City of Anacortes Ordinance No. 2495, recorded on
July 21, 1999, as Auditor's File No. 9907210063

All situated in Skagit County, Washlngton
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