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DEED OF TRUST AND ABSOLUTE ASSIGNMENT OF RENTS AND LEASES
' AND SECURITY AGREEMENT (AND FIXTURE FILING)

“ The parties to this DEED OF TRUST AND ABSOLUTE ASSIGNMENT OF RENTS AND LEASES
AND.SECURITY AGREEMENT (AND FIXTURE FILING) ("Deed of Trust"), dated as of November 7,
2005.are H.LE. BURLINGTON, L.L.C., a Washington limited fability company ("Grantor"), with a mailing
address at 1003 Goldenrod Road, Burllngton Washington 98233, FIRST AMERICAN TITLE COMPANY
OF SKAGIT COUNTY ("Trustee"), with a mailing address at 1301-B Riverside Drive, P.O. Box 1667,
Mount Verrion, Washington 98273, and BRIDGER COMMERCIAL FUNDING LLC, a Missouri limited
liability company ("Grantee”), with a mailing address at 100 Shoreline Highway, Building B, Suite 100,
Mill Valley, Califorfiia 94941, "

RECITALS

A. Grantor proposes to ‘borrow from Grantee, and Grantee proposes to lend to Grantor the
principal sum of Three Million Dollars ($3,000,000.00) ("Loan") which Loan amount is subject to increase
as provided in the "Loan D_ocuments” (as defined below). The Loan is evidenced by a promissory note
{"Note") executed by Grantor, dated the date of this Deed of Trust, payable to the order of Grantee in the
principal amount of the Loan with a fixed maturity date of December 1, 2015.

B. The loan document’s"inelude this Deed of Trust, the Note and the other documents
described in the Note as Loan Documents-(" Loan Documents .

C. Grantor is sometimes referred to herem as "Borrower” and all references herein to
Borrower or Grantor shall be deemed to be references to Grantor.

“ARTICLE 1
DEED OF TRUST

1.1 Grant. For the purposes of and upon the terms and conditions of this Deed of Trust,
Grantor irrevocably grants, conveys and assigns to Trustee; in-tryst for the benefit of Grantee, with power
of sale and nght of entry and possession, all estate, right, title and interest which Grantor now has or may
hereafter acquire in, to, under or derived from any or all of the followmg

{a) That real property {"Land") Iocated ln Skaglt County Washington, and more
particularly described on Exhibit "A" attached hereto;

{b) All appurtenances, easements, rights of way", water '3a-nd water rights, pumps,
pipes, flumes and ditches and ditch rights, water stock, ditch and/or reservoir stock or interests, royalties,
development rights and credits, air rights, minerals, cil rights, and gas nghts now or Iater used or useful
in connection with, appurtenant to or related to the Land; .

(c) All buildings, structures, facilities, other mprovements and fxtures now or
hereafter located on the Land; L

{d) All apparatus, equipment, machinery and appliances and all-‘accessions thereto
and renewals and replacements thereof and substitutions therefor used in the operation or occupangy of
the Land, it being intended by the parties that all such items shall beé conclusively conmdered to be a part
of the Land, whether or not attached or affixed to the Land; :
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. {e) All land lying in the right-of-way of any street, road, avenue, alley or rlght—of~way
opened proposed or vacated, and all sidewalks, strips and gores of land adjacent to or used in
. conriection with the Land;

3. _3-(ﬂ All additions and accretions to the property described above;

) : (9) All licenses, authorizations, certificates, variances, consents, approvals and other
permlts and all franchlse agreements now or hereafter pertaining to the Land and all estate, right, title and
interest of Grantor-in, to, under or derived from all trade names or business names relating to the Land or
the present or futu-re development, construction, operation or use of the Land; and

(h) “All inventory and articles of personal property and accessions thereof and
renewals, replacements.thereof- and substitutions therefor, if any (including, but not limited to, beds,
bureaus, chiffoniers, chests, chairs, desks, lamps, mirrors, bookcases, tables, rugs, carpeting, drapes,
draperies, curtains, shades, venetian blinds, screens, paintings, hangings, pictures, divans, couches,
luggage carts, luggage racks; stools ‘sofas, chinaware, linens, pillows, blankets, glassware, foodcarts,
cookware, dry cleaning facilities, dining room wagons, keys or other entry systems, bars, bar fixtures,
liquor and other drink dispensers, icémakers, radios, television sets, intercom and paging equipment,
electric and electronic equipment; dictating equipment, private telephone systems, medical equipment,
potted plants, heating, lighting and plumbing fixtures, fire prevention and extinguishing apparatus, cooling
and air-conditioning systems, “elevators, ..escalators, fittings, plants, apparatus, stoves, ranges,
refrigerators, laundry machines, tools, machinery, engines, dynamos, motors, boilers, incinerators,
switchboards, conduits, compressors, vacuum cleaning systems, floor cleaning, waxing and polishing

equipment, call systems, brackets, electrical signs, bulbs, bells, ash and fuel, conveyors, cabinets,
lockers, shelving, spotlighting equipment; dlshwashers garbage disposals, washers and dryers), other
customary hotel equipment;

(i) All revenues and credit- ‘card receipts. collected from guest rooms, restaurants,
bars, meeting rooms, banquet rooms and recreational facilities, all receivables, customer obligations,
installment payment obligations and other obllgatlons now existing or hereafter arising or created out of
the sale, lease, sublease, license, concession of other grant of the right of the use and occupancy of
property or rendering of services by Grantor or any operator. or manager of the hotet or the commercial
space located in the Improvements or acquired from others (mcludlng without limitation, from the rental
of any office space, retail space, guest rooms or other space, halls, stores, and offices, and deposits
securing reservations of such space), license, lease, sublease. and concession fees and rentals, health
club membership fees, food and beverage wholesale and retail Sales, service charges, vending machine
sales and proceeds, if any, from business interruption or other loss of income lnsurance and

{h) All proceeds of any of the foregoing.
All of the property described above is hereinafter collectively defined as the "Prdperty" The Iisting of
specific rights or property shall not be interpreted as a limitation of general terms The Property is not
used primarily or principally for agricultural purposes. . . .

ARTICLE 2
OBLIGATIONS SECURED

2.1 Obligations Secured. Grantor makes the foregoing grant and a35|gnment for the
purpose of securing the following obligations {"Secured Obligations"):

(a) Full and punctual payment to Grantee of all sums at any time owing-undé-r' the. -
Note; 5
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S (b) Payment and performance of all covenants and obligations of Grantor under this
- Deed of Trust including, without limitation, indemnification obligations and advances made to protect the

“Property,

' (c) Payment and performance of all additional covenants and obligations of
Borrower and Grantor under the Loan Documents;

Sy Payment and performance of all covenants and obligations, if any, which any
rider attached as an exhrblt to this Deed of Trust recites are secured hereby;,

(e) Payment and performance of all future advances and other obligations that the
then record owner of all.or part of the Property may agree to pay and/or perform (whether as principal,
surety or guarantor) for the'beniefit of Grantee, when the obligation is evidenced by a writing which recites
that it is secured by this Deed. of Trust;

(f All |n'terest snd charges on all obligations secured hereby including, without
limitation, prepayment charges Iate charges and loan fees; and

{g) All modn“ cataons extensions and renewals of any of the obiigations secured
hereby, however evidenced, including,” without limitation: (i) modifications of the required principal
payment dates or interest payment dates or-both, as the case may be, deferring or accelerating payment
dates wholly or partly; and (i} modifications, extensions or renewals at a different rate of interest whether
or not any such modification, extension or renewal is evidenced by a new or additional promissory note or
notes. : :

However, the Secured Obligations shall not include the payment and performance of the covenants and
obligations of Borrower and Grantor under the Environmental Indemnity Agreement of even date
herewith, which obligations and covenants are not, not\ulthstandlng anything to the contrary contained
herein, secured by this Deed of Trust.

2.2 Obligations. The term “obligatidhs_'_' ‘is.-used “herein in its broadest and most
comprehensive sense and shall be deemed to include, without limitation, all interest and charges,
prepayment charges, late charges and loan fees at any time accrumg or assessed on any of the Secured
QObligations. . .

2.3 Incorporation. All terms and conditions of the 'd'oc_u'ments" which evidence any of the
Secured Obligations are incorporated herein by this reference. All persans who may have or acquire an
interest in the Property shall be deemed to have notice of the terms of the Secured Obligations and to
have notice that the rate of interest on ane or more Secured Obligation-may -vary..f'rom time to time,

ARTICLE 3
ABSOLUTE ASSIGNMENT OF RENTS AND LEASES

31 Assignment. Grantor irrevocably assigns to Grantse all of Gr_antor:'s'_right, title and
interest in, to and under: e

{a) all present and future leases of the Property or any portion thereof; all licenses
and agreements relating to the management, leasing or operation of the Property or any portion thereof,
and all other agreements of any kind relating to the use or occupancy of the Property or any portion
thereof, whether such leases, licenses and agreements are now existing or entered into after the: date T
hereof ("Leases"); and S
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: : (b} the rents, issues, deposits and profits of the Property, including, without
. 'nmnat\on all_amounis payable and all rights and benefils accruing to Grantor under the Leases
“("Payments").. The term "Leases" shall also include ali Guarantees of and security for the tenants’

performance thereunder, and all amendments, extensions, renewals or madifications thereto which are
permltted hereunder

This is a presefnt ';and ‘absolute assignment, for security purposes only, and Grantee's right to the Leases
and Payments is not contingent upon, and may be exercised without posséssion of, the Property.

3.2 Grant of License. Grantee confers upon Grantor a revocable license ("License”) to
collect and retain the Payments as they become due and payable, until the occurrence of a "Default” (as
hereinafter defined). Upoh a.Deéfault, the License shall be automatically revoked and Grantee may collect
and apply the Payments pursuant to the terms hereof withaut notice and without taking possession of the
Property. All Payments_thereafter collected by Grantor shall be held by Grantor as trustee under a
constructive trust for the benefit of Grantee. Grantor hereby irrevaocably authorizes and directs the
tenants under the Leases to rely upon and comply with any notice or demand by Grantee for the payment
to Grantee of any rental or.other sums which may at any time become due under the Leases, or for the
performance of any of the tenants’ undeftakmgs under the Leases, and the tenants shall have no right or
duty to inquire as to whether any Default has actually occurred or is then existing. Grantor hereby
relieves the tenants from any liability to-Grantor. by reason of relying upon and complying with any such
notice or demand by Grantes. Grantee may apply, in its sole discretion, any Payments so collected by
Grantee against any Secured Obligation or any other obligation of Borrower, Grantor or any other person

or entity, under any document or instrument Telated to or executed in connection with the Loan
Documents, whether exxstmg on the date hereof or hereafter arising. Collection of any Payments by
Grantee shall not cure or waive any Default or notice of Default or invalidate any acts dane pursuant to
such notice. :

3.3 Effect of Assignment. The foregoing. irfévbcable assignment shall not cause Grantee
to be: g i

{(a) a mortgagee in possession;

(b) responsible or liable for the control, care, manégement or repair of the Property
or for performing any of the terms, agreements, undertakmgs obhgat\or\s represemations warranties,
covenants and conditions of the Leases; .

{c) responsible or liable for any waste committed on thé Property by the tenants
under any of the Leases or by any other parties for any dangerous or, defective condition of the Property,
or for any negligence in the management, upkeep, repair or control of itié. Property resulting in loss or
injury or death to any tenant, licensee, employee, invitee or other person; or . _

(d) responsible for or impose upon Grantee any duty to produce rents or profits.
Grantee shall not directly or indirectly be liable to Grantor or any other person as.a consequence of:

{i) the exercise or failure to exercise any of the nghts remedles or powers
granted to Grantee hereunder; or _

{ii) the failure or refusal of Grantee to perform or discharge any ob[lgatlon
duty or liakility of Grantor arising under the Leases. L ’
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. 3.4 Covenants. Grantor covenants and agrees that all Leases, to the extent any exist or
may ‘come into existence, shall be written on the standard form of lease which has been approved by
. Benéficiary. - Upon request, Grantor shall furnish Grantee with executed copies of all Leases. No
“material changes may be made to the Grantee-approved standard lease without the prior written consent
of Grantee. All:Leases shall provide that they are subordinate to this Deed of Trust and that the tenant
agrees to attofn to Grantee. Unless otherwise approved by Grantee, each Lease shall contain a
provision Tequiring continuous operations of tenant’s business on the Property. None of the Leases shall
contain any option to purchase, any right of first refusal to lease or purchase, any right to terminate the
lease term (except in-the event of the destruction of all or substantially all of the Property), any non-
disturbance or similar, recognition agreement or any other simiiar provisions which adversely affect the
Property or which might adversely affect the rights of any holder of the Loan without the prior written
consent of Grantee. 'Each tenant shall conduct business only in that portion of the Property covered by
its Lease. In addition, Grantor shall at Grantor's sole cost and expense:

(a) perform allobligations of the landlord under the Leases and use reasonable
efforts to enforce performance by the tenants of all obligations of the tenants under the Leases;

(b} use_ reas__onab'le efforts to keep the Property leased at all times fo tenants which
Grantor in good faith believes are. creditworthy, at rents not less than the fair market rental value
(including, but not limited to, free or discounted rents to the extent the market so requires);

(c) premptly u'pbr{ Grant’eee request, deliver to Grantee a copy of each requested
Lease and all amendments thereto and warvers thereof

{d) promptly upon Grantee s request, execute and record any additional
assignments of landlord's interest under any Lease to Grantee and specific subordinations of any Lease
to this Deed of Trust, in form and substance satisfactory to Grantee; and

(e) promptly upon Grantee's request to'do so, but in any event by January 1 of each
year, provide Grantee a current rent roli, certified by Grantor as being true and correct, containing the
names of all tenants with respect to the Property,- the terms -of their respective Leases, the spaces
occupied and the rentals or fees payable thereunder and the amount of each tenant's security deposit.

Unless consented to in writing by Grantee or otherwise permrtted under any other provision of the Loan
Documents, Grantor shall not; L

(f) grant any tenant under any Lease any fig'ht:.. tof prepay. rent more than one (1)
month in advance, £y [

(9} except upon Grantee's request, execute any'ass;ig'nment' of-landlord's interest in
any Lease; or CoeT

{h) execute any Lease which deviates materially from the standard form Lease
approved by Grantee in writing. . .

Any such attempted action in viclation of the provisions of this section shall be nuII and vcnd Grantees
failure to deny any written request by Grantor for consent under this section within’ five (5) "Business
Days" (as defined in the Note) after Grantee's receipt of such request {and all documents and mformatron
reasonably related therete) shall be deemed to constitute Grantee's consent to such request

35 Estoppel Certificates for Commercial Tenants. Within thirty (30) days after request by S
Grantee, if Grantor shall enter into any commercial Lease with a commercial tenant for space. wlthln the_;
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Property Grantor shall deliver to Grantee and to any party designated by Grantee, estoppel certificates
relating to any such commercial Lease(s) executed by Grantor and by each of the commercial tenants, in
 farm and-substance acceptable to Grantee; provided, however, if any said commercial tenant shall fail or
“refuse to'so execute and deliver any such estoppel certificate upon request, Grantor shall use reasonable
efforts to cause such commercial tenant to execute and deliver such estoppel certificate but such
commercial tenant's continued failure or refusal to do so, despite Grantor's reasonable efforts, shall not
constitute a default by Grantor under this section.

3.6 - Right of Subordination. Grantee may at any time and from time to time by specific
written instrument-intended for the purpose unilaterally subordinate the lien of this Deed of Trust to any
Lease, without joindér or-consent of, or notice to, Grantor, any tenant or any other person. Notice is
hereby given to each tenant under a Lease of such right to subordinate. No subordination referred to in
this section shall constitute a subordination to any lien or other encumbrance, whenever arising, or
improve the right of any jurior® henholder Nothing herein shall be construed as subordinating this Deed
of Trust to any Lease. . ' .

' : ARTICLE 4
SECURITY AGREEMENT AND FIXTURE FILING

4.1 Security lnteres Grantor grants and assigns to Grantee a security interest to secure
payment and performance of all of the Secured Obiigations, in all of the following described personal
property in which Grantor now or at-any t|me hereaﬂer has any interest ("Collateral”):

{a) All goods, building” ar_1_=d='0ther materials, supplies, work in process, equipment,
machinery, fixtures, furniture, furnishings, signs-and other personal property, wherever situated, which
are or are to be incorporated into, used in cannection with or appropriated for use on the Property;

(b) all rents, issues, depo’sif's and pr_o.fits;-of the Property (to the extent, if any, they
are not subject to the Absolute Assignment of Renis an_d L_eas"eS)_'

(c) all inventory, accounts, cash recelpts deposn accounts, impounds, accounts
receivable, contract rights, general intangibles, chatte! paper,.instruments, documents, notes, drafts,
letters of credit, insurance policies, insurance and condemnation-awards and proceeds, any other rights
to the payment of money, trade names, trademarks and service marks arising from or related to the
Property or any business now or hereafter conducted thereor. by Grantor;

{d) all permits, consents, approvals, Ilcensés""a'Ut'hdﬁzatlons and other rights granted
by, given by or obtained from, any governmental entity with respect to the Property,

{e) all deposits ar other security now or hereafter made w1th ar given to utility
companies by Grantor with respect to the Property;

{H all advance payments of insurance premiums made by _Gr'é'nto'r__ with respect to
the Property; A

(@ all plans, drawings and specifications relating to the Propei:t-y;"___.--":.
(h) all loan funds held by Grantee, whether or not disbursed;

(i) all funds deposited with Grantee pursuant to any Loan Document mctudlng,"
without limitation, all "Restoration Funds" as defined herein;
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S {Nn all reserves, deferred payments, deposits, accounts, refunds, cost savings and
payments of any kind related to the Property or any portion thereof, including, without limitation,

£ {i) all "Impounds” as defined herein together with all replacements and
proceeds of, and additions and accessions to, any of the foregoing, and

- . (ii) all books, records and files relating to any of the foregoing.
As to alt of ’.[.hé aﬁove—d'egcribed personal property which is or which hereafter becomes a "fixture" under
applicable law, this Deed of Trust constitutes a fixture filing under the Washington Uniform Commerciai
Code, as amended-or re'codiﬂed from time to time ("UCC").

42 Rights of Grantee. !n addition to Grantee's rights as a "secured party" under the UCC,
Grantee may, but shall not be- obhgated to, at any time without notice and at the expense of Grantor:

(a) gwe notnce to any person of Grantee's rights hereunder and enforce such rights
at law or in equity; L .

(b) insﬁ're,f.p'rotect',:d"é"fend and preserve the Collaterai or any rights or interests of
Grantee therein; _

(c)  inspect the'.C.ouate'réI- -and
(d) endorse, collect and recewe any right to payment of money owing to Grantor

under or from the Collateral.

Notwithstanding the above, in no event shéll Grantee be deemed to have accepted any property other
than cash in satisfaction of any obligation of Grantor to Grantee unless Grantee shall make an express
written election of said remedy under the UCC or other appllcable lawy.

4.3 Additional Rights of Grantee Upon Default Upon the occurrence of a Default
hereunder, then in addition to all of Grantee's rights as-a "secured party under the UCC or otherwise at
law:

(a) Sale of Collateral. Grantee may:

] upon written notice, require Grantor to assemble any or all of the
Collateral and make it available to Grantee at a place designated by Grantee;

(ii) without prior notice, enter upon the Prcp_ei'ty or.other place where any of
the Collateral may be iocated and take possession of, collect, sell and dispose of any or all of the
Collateral, and store the same at locations acceptable to Grantee at Grantor's-.exp'ense' or

(iii) sell, assign and deliver at any place or in any [awful manner all or any
part of the Collateral and bid and become purchaser at any such sales; and

{b} QOther Rights. Grantee may, for the account of Grantor and at Grantors
expense: R

(i) operate, use, consume, sell or dispose of the Collateral as Grantee"
deems appropriate for the purpose of performing any or all of the Secured Obligations; ° -
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- (i) enter into any agreement, compromlse or settlement including insurance
clalms which Grantee may deem desirable or proper with respect to any of the Collateral; and

s (iii) endorse and deliver evidences of title for, and receive, enforce and
_ collect by legal action or otherwise, all indebtedness and obligations now or hereafter owing to
) Grantor in connectlon with or on account of any or all of the Collateral.

Grantor acknowledges and agrees that a disposition of the Collateral in accordance with Grantee's rights
and remedies as herstofore provided is a disposition thereof in a commercially reasonable manner and
that ten (10) days® prior riotice of such disposition is commercially reasonable notice. Grantor further
agrees that any sale or-other disposition of all or any portion of the Collateral may be applied by Grantee
first to the reasonable™expenses in connection therewith, including reasonable attorneys' fees and
disbursements, and then to the payment of the Secured Obligations.

4.4 Power of Attorney.-.Grantor hereby irrevocably appoints Grantee as Grantor's attormey-
in-fact (such power of attorney being: coupled with an interest), and as such attorney-in-fact, Grantee
may, without the obligation to do so, in Grantee's name or in the name of Grantor, prepare, execute, file
and record financing statements, continuation statements, applications for registration and like papers
necessary to create, perfect or.preserve-any of Grantee's security interests and rights in or to any of the
Collateral, and upon a Defauit heréunder, take any other action required of Grantor; provided, however,
that Grantee as such attorney-in-fact shall be accountable oniy for such funds as are actually received by
Grantee, .

F A _ART.ICLES
REPRESENTATIONS AND WARRANTIES

5.1 Representations and Wari'ahties. Grantor represents and warrants to Grantee that, to
Grantor's current actual knowledge after reasonable investigation and inguiry, the following statements
are true and correct as of the "Closing Date" (as defined in the Note):

(a) Legal Status. Grantor and _Borro_we‘k ére duly organized and existing and in
good standing under the laws of the state(s) in which Grantor-and-Borrower are organized. Grantor and
Borrower are qualified or licensed to do business in all jurlsdlctlons in wh:ch such qualification or licensing
is required. P

{b) Permits. Grantor and Borrower possess aII certlf cations, franchises, permiis,
licenses and approvals, including, without limitation, certificates of compiletion:and occupancy permits
required for the legal use, occupancy and operation of the Property as a hotel (collectively, the “Hotel
Licenses”), have been obtained and are in full force and effect (including without limitation any applicable
liguor license) and all rights to all trademarks, trade names, patents and fictitious names, if any,
necessary to enable Grantor and Borrower to canduct the business(es) in whlch Grantor and Borrower
are now engaged in compliance with applicable law. .

{c) Authorization and Validity. The execution and deliv"ery of'the- Loan--Documents
have been duly authorized and the Loan Documents constitute valid and binding obligations of Grantor,
Borrower or the party which executed the same, enforceable in accordance with their respective. terms,
except as such enforcement may be limited by bankruptcy, insolvency, moratorium or: other Iaws affectlng
the enforcement of creditors' rights, or by the application of rules of equity. . : :

(d) Violations. The execution, delivery and performance by Grantor:"snd 'Borrov\'.'re}"
of each of the Loan Documents do not violate any provision of any law or regulation, or result in‘any -
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tjreeoh- or default under any contract, obligation, indenture or other instrument 1o which Grantor or
:Borrower is a party or by which Grantor or Borrower is bound.

L “{e) Litigation. There are ne pending or threatened actions, claims, investigations,
surts or proceedlngs before any governmental authority, court or administrative agency which may
adversely affect the financial condition or operations of Grantor or Borrower other than those previously
disclosed in Wrrtlng_ by Grantor or Borrower to Grantee.

Do (f) : Flnanclal Statements. The financial statements of Grantor and Borrower, of
each general partner (if Grantor or Borrower is a partnership), of each member (if Grantor or Borrower is
a limited liability company) and of each guarantor, if any, previously delivered by Grantor or Borrower to
Grantee:

- “ _e_re materially complete and correct;
{ii)" . present fairly the financial condition of such party; and

(ii'i):__'-. : have ’t_)een_ prepared in accordance with the same accounting standard
used by Grantor or Borrower to-prepare the financial statements delivered to and approved by
Grantee in connection wrth the makmg of the Loan, or other accounting standards approved by
Grantee. . o

Since the date of such financial statements, there has been no material adverse change in such financial
condition, nor have any assets or properties reflected on such financial statements been sold, transferred,
assigned, mortgaged, pledged or encumbered..€xcept as previously disclosed in writing by Grantor or
Borrower to Grantee and approved in writing by Grantee.

(g} Reports. Al reports documents mstruments and information delivered to
Grantee in connection with the Loan: 2

{1) are correct and sufhcrently complete to give Grantee accurate knowledge
of their subject matter; and

{ii) do not contain any misrepref_é.sentation of a material fact or omission of a
material fact which omission makes the provided infor.mation misleading

(h) Income Taxes. There are no pending assessments or adjustments of Grantor's
or Borrower's income tax payable with respect to any year. :

(i) Subordination. There is no agreement or'ins'tr'u'ment to.which Borrower is a
party or by which Borrower is bound that would requirs the subordination inright of payment of any of
Borrower's obligations under the Note to an obligation owed to another party ' :

{i) Title. Grantor lawfully holds and possesses fee srmple tltle to the Property.
without limitation on the right to encumber same. This Deed of Trust is a first Iren on the Property prior
and superior to all other liens and encumbranceas on the Property except: .

{i) liens for real estate taxes and assessments not yet due end“--p'ayable""

(i) senior exceptions previously approved by Grantee and shown in the trtle"
insurance policy insuring the lien of this Deed of Trust; and .
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o {iii) other matters, if any, previously disclosed to Grantee by Grantor in a
wrrtrng specifically referring to this representation and warranty,

: : (k) Mechanics' Liens. There are no mechanics' or similar liens or claims which
have been fi Ied for work, labor or material (and no rights are outstanding that under law could give rise to
any. such Itens) affectrng the Property which are or may be prior to or equal to the lien of this Deed of
Trust:...

5 (I) : Encroachments Except as shown in the survey, if any, previously delivered to
Grantee, none of the buildings or other improvements which were included for the purpose of determining
the appraised value of the Property lies outside of the boundaries or building restriction lines of the
Property and no bulldlngs aF other improvements located on adjoining properties encroach upon the
Property. ' .

{m) -.-'Leasee'.f Al existing Leases are in full force and effect and are enforceable in
accordance with their respective terms, No material breach or default by any party, or event which wouid
constitute a material breach; or default by any party after notice or the passage of time, or both, exists
under any existing Lease.  None of the landlord's interests under any of the Leases, including, but not
limited to, rents, additional rénts, charges issues or profits, has been transferred or assigned. No rent or
other payment under any exrstrng Lease has been paid by any tenant for more than one {1) month in
advance. .

(n) Collateral. Gran’tor.-'has good title to the existing Collateral. Grantor has not
previously assigned or encumbered Grantor's interest in any of the Collateral. No financing statement
covering any of the Collateral has been delivered to any other person or entity. Grantor's principal place
of business is located at the address shown.in.this Deed of Trust.

(o) Condition of Property.” Except as shown in the property condition survey or
other engineering reports, if any, previously delivered toor obtained by Grantee, the Property is in good
condition and repair and is free from any damage, waste or defect that would materially and adversely
affect the value of the Property as security for the Loan'or the inte‘nded use of the Property.

{r) Wetlands. No part of the Property consrsts -of or is clagsified as wetlands,
tidelands or swamp and overfiow lands, except as dlsclosed to and approved by Lender.

(q) Compliance With Laws; ERISA.

{i) All federal, state and local laws, rulés-and regulations applicable to the
Property, including, without limitation, all zoning and building requirements.and all requirements
of the Americans With Disabilities Act of 1990, as amended from lime-10 time (42 US.C.
Section 12101 et seq.) have been satisfied or complied with. Grantar-is in possession of all
certificates of occupancy and all other licenses, permits and other authorizations required by
applicable law for the existing use of the Property All such certificates of occupanoy and other
licenses, permits and authorizations are valid and in full force and effect;....

(id) Grantor and Borrower shall not engage in any trans'aotlon which would
cause any obligation, or action taken or to be taken, hereunder (or the exercise by Grantee of
any of its rights under the Note, this Deed of Trust and the other Loan Documents) 10 bea non-
exempt (under a statutory or administrative class exemption} prohibited transaction: under the
Employee Retirement Income Security Act of 1974, as amended ("ERISA"}, and '
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- (iii) Grantor and Borrower shall deliver to Grantee such certifications or other
ewdence from time to time throughout the term of this Deed of Trust, as requested by Grantee in
© -its sole discretion, that neither Grantor nor Borrower

_ (A) is an "employee benefit plan" as defined in Section 3(32) of
ERISA whlch is subject to Title | of ERISA, or a "governmental plan” within the meaning of
'_Sec’no__n_ 3(32) of ERISA, and

' no (B) is subject to state statutes regulating investments and fiduciary
obllgatlons wnth respect to governmental plans.

(r) rogem Taxes and Other Liabilities. All taxes, governmental assessments,

insurance premiums, water, séwer and municipal charges, and ground rents, if any, which previously
became due and owing in respeqt___of the Property have been paid.

(s) éohder‘hﬁé‘tiﬁn There is no proceeding pending or threatened for the total or
partial condemnation of the PrOperty

{t) Homestead There is no homestead or other exemption available to Grantor
which would materially interfere. W|th the rlght to sell the Property at a frustee's sale or the right to
foreclose this Deed of Trust. ' - _

{u) Sinqle-Purﬁdse Entl_ty _~Grantor satisfies all of the single-purpose entity
requirements set forth in Exhibit "B" attached hereto and incorporated herein by this reference.

{v) Business Purposes. The proceeds of the Loan shall be used exclusively for
husiness purposes. -

(w) Not Residential. No portlon of the Property is or will be occupied by Grantor or
Sorrower as its principal residence as used in RCW 61 24 '

{x) Franchise Agreement. The Holiday ‘Inn-Express Hotel and Suites New
Development License Agreement, dated June 16, 1998 (“Franchise Agreement’), between Grantor and
Holiday Hospitality Franchising, Inc., a Delaware corporation, pursuant to which Grantor has the right to
operate the hotel located on the Property under a name and/or-hotel system controlled by such
franchisor, is in full force and effect and there is no default, breach or violation-existing thereunder by any
party thereto and no event has occurred (other than payrments due but not yet delinquent) that, with the
passage of time or the giving of notice, or both, would constitute a default, breach or violation by any
party thereunder. Neither the execution and delivery of the Loan Documents, Grantor's performance
thereunder, the recordation of this Deed of Trust, nor the exercise ‘af any remedies by Grantee, will
adversely affect Grantot's tights under the Franchise Agreement or any of the-Hotel Licenses.

ARTICLE 6
RIGHTS AND DUTIES OF THE PARTIES

6.1 Maintenance and Preservation of the Property. Grantor shall:

(a) keep the Property in good condition and repair;

(b) complete or restore promptly and in workmanlike manner the Prdpefty.gjr any

part thereof which may be damaged or destroyed (unless, if and to the extent permitted under

Section 6.10, Grantee elects to require that insurance proceeds be used to reduce the Secured: -

(T .
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Obllgatlons and after such repayment the ratio of Secured Obligations {o the value of the Property, as
reasonably determined by Grantee is the same as or lower than it was immediately before the loss or
. taking occurred);

{c) comply and cause the Property to comply with (ij)all laws, ordinances,
reguiatrons and standards, (i) all covenants, conditions, restrictions and equitable servitudes, whether
public.or private, of every kind and character and (iii) all requirements of insurance companies and any
bureau or agency which establishes standards of insurability, which laws, covenants or requirements
affect the Property and pertain to acts committed or conditions existing thereon, including, without
limitation, any work of alteratlon improvement or demolition as such laws, covenants or requirements
mandate; :

(d} A operete' and manage the Property at all times in a professional manner and do alt
other acts which from the character or use of the Property may be reasonably necessary to maintain and
preserve its value; .

{e) premrjtly after execution, deliver to Grantee a copy of any management
agreement concerning the Property and aII amendments thereto and waivers thereof; and

f) execute and acknow!edge all further documents, instruments and other papers
as Grantee or Trustee deems necessary or. appropriate to preserve, continue, perfect and enjoy the
benefits of this Deed of Trust and perform Grantor's obligations, including, without limitation, statements
of the amount secured hereby then owing and statements of no offset.

Grantor shall not:
{9) remove or demolish atl'q_r any material part of the Property;

(h) alter either (i) the exterior of the‘“ Property in & manner which materially and
adversely affects the value of the Property or {ii} the: roof or other structural elements of the Property in a
manner which requires a building permit;

(i) initiate or acquiesce in any change rn any zonmg or other land classification
which affects the Property; Py _

{i) materially alter the type of occupancy"'or_ use of _éijl er-any part of the Property; or
{k) commit or permit waste of the Property. . |

Grantor shall at Borrower's expense deliver any reappraisal or updated. appraisal for the Property,
provided, however, that notwithstanding the foregoing, Grantee shall not order appraisals of the Property
more than one (1) time per year unless (i) Grantee believes that a material adverse change has occurred
with respect to the Property or any portion thereof, or (i) Grantor requests in writing that Grantee order an
appraisal of the Property, or (i) Grantee is required to reappraise the Property.in connectron with any
rating agency or similar requirements. ) :

6.2 Compliance With Laws; ERISA.

(a) Grantor shall comply with all federal, state and local laws, rules-and. regulations
applicable to the Property, including, without limitation, all zoning and building requirements and 'aH"
requirements of the Americans With Disabiliies Act of 1980 (42 U.S.C. Section 12101 et seq)
amended from time to time; .
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A (b) Grantor shall possess and maintain or cause Borrower to possess and maintain
. m full force and effect at all times:

_ : {i) all cerificates of occupancy and other licenses, permits and
authonzahons requlred by applicable law for the existing use of the Property; and

: = (i) all permits, franchises and licenses and all rights to all trademarks, trade
names patents and fictitious names, if any, required by applicable law for Grantor and Borrower
to conduct the bu__smess(es) in which Grantor and Borrower are now engaged;

(c) “neithér Grantor nor Borrower is or will be an "employee benefit plan® as defined
in Section 3(32) of ERISA, which is subject to Title | of ERISA, and the assets of both Grantor and
Borrower do not and W|Il not constltute "plan assets" of one or more such plans for purposes of Title I of
ERISA; and S \

(d) neither Grantor nor Borrower is or will be a "governmental plan" within the
meaning of Section 3(32) of ERISA, and transactions by or with Grantor and Borrower are not and will not
be subject to state statutes appllcable to Grantor and Barrower regulating investments of and fiduciary

obligations with respect to governmental plans..

6.3 Litigation. Grantor shall promptly notify Grantee in writing of any litigation pending or
threatened against Grantor or Borrower claiming damages in excess of $50,000 and of all pending or
threatened litigation against Grantor or Borrower if the aggregate damage claims against Grantor or
Borrower exceed $100,000. :

6.4  Merger, Consolidation, Trensfer of Assets. Grantor shall not:

(a) merge ar consclidate with any other enttty or permit Borrower to merge or
consolidate with any other entity;

(b)  make any substantial change in the nature of Grantor's business or structure or
permit Borrower to make any substantial change in the nature .of Bor'rowefs business or structure;

(c) acquire all or substantially all of the assets of- any other entlty or permit Borrower
to acquire all or substantially all of the assets of any other entity;.or ™ .-

(d) sell, lease, assign, transfer or otherwise dispose of a.material part of Grantor's
assets except in the ordinary course of Grantor's business or permit Borrower to sell, lease, assign,
transfer or otherwise dispose of a material part of Borrower's assets- except |n the ordinary course of
Borrower's business. .

6.5 Accounting Records. Grantor shail maintain and cause BOrr"ower t_o-me_intain adequate
books and records in accordance with the same accounting standard used by Grantar.or Borrower to
prepare the financial statements delivered to and approved by Grantee in connection with the making of
the Loan or other accounting standards approved by Grantee. Grantor shall permit and shall. cause
Borrower to permit any representative of Grantee, at any reasonable time and from. t|me to tlme to
inspect, audit and examine such books and records and make copies of same. . : :

T

IRG1/307003
Skagit County Auditor
11/10/2005 Page 14 of 39 11 45AM




: 8.6 Costs, Expenses and Attorneys' Fees. Grantor shall pay to Grantee the full amount of
:aH ¢osts and expenses, including, without limitation, reasonable attorneys' fees and expenses of
{ Grantee s in- house or outside counsel, incurred by Grantee in connection with:

_ (a) appraisals and inspections of the Property or Collateral required by Grantee as a
result.of (i (i)a "Transfer" or proposed "Transfer" (as defined below), (ii) in connection with any sale or
secuntlzatron of the Loan or (iii) a Default,

Do (b) : any acts performed by Grantee at Grantor's request or wholly or pariially for the
benefit of Grantor- (mcludrng without iimitation, the preparation or review of amendments, assumptions,
waivers, releases,. reconveyances, estoppel certificates or statements of amounts owing under any
Secured Obligation}. ‘Grantor-shall pay all costs and expenses arising under this section immediately
upon demand by Grantee together with interest thereon following notice of such indebtedness at the rate
of interest then applicable to the principal balance of the Note as specified therein.

6.7 No Othe':r D'ebt';"lﬂ.“i“é'n'é, Encumbrances and Charges.

(a) Without . obtaining. Grantee's prior written consent (which consent shall be
granted or withheld in Grantee's sole and absolute discretion and at Grantor's sole cost and expense),
Grantor shall not incur any debt, secured or unsecured, direct or indirect, absclute or contingent
(including guaranteeing any oblrgatron) tther than the Loan and trade debt incurred in the ordinary
course of Grantor's business (with any such trade debt to be paid within sixty (60) days of the date such
debt was incurred and, in any event, priar to-delinquency). In addition, without obtaining Grantee's prior
written consent (which consent shall be granted or withheld in Grantee's sole and absolute discretion and
at Grantor's sole cost and expense), Grantor-shall not permit the encumbrance, hypothecation or pledge
of any of the membership interests of Grantor and

{b) Grantor shall |mmed|ately dlscharge by bonding or otherwise any lien, charge or
other encumbrance which attaches to the Property in \nolatlon of Sectlon 6.14.

Subject to Grantor's right to contest such matters under this Deed of Trust or as expressly permitted in
the L.oan Documents, Grantor shall pay when due all- oblrgatlons gecured by or reducible to liens and
encumbrances which shall now or hereafter encumber or appear to encumber all or any part of the
Property or any interest therein, whether senior or subordinate hereto, -including, without limitation, all
claims for work or labor performed, or materials or supplie$ furnished, in connection with any work of
demalition, alteration, repair, improvement or construction of ‘or upon. the Property, except such as
Grantor may in good faith contest or as to which a bona fide dispute may arise (provided provision is
made to the satisfaction of Grantee for eventual payment thereof in the event that Grantor is obligated to
make such payment and that any recorded claim of lien, charge or other encumbrance against the
Property is immediately discharged by bonding or otherwise). :

88  Taxes and Other Liabilities. Grantor shall pay and discharge when due any and all
indebtedness, obligations, assessments and taxes, both real and personal ‘and-including. federal and
state income taxes and state and local property taxes and assessments. Grantor shali promptly provide
to Grantee copies of all tax and assessment notices pertaining to the Property.- . Grantor hereby
authorizes Grantee fo obtain, at Grantor's expense, a one-time tax service contract whrch shall provide
tax information on the Property to Grantee from First American Title Insurance Company for the term of
the Loan and any extensions or renewals of the Loan. . .
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S5 .69 Insurance Coverage. Grantor shall insure the Property against loss or damage by fire
and-'such other hazards as Grantee shall from time to time require, however, not to exceed full
. replacement cost; provided, however,

(a) Grantee, at Grantee's election, may only require flood insurance if all or any
pomen of the mprovements located on the Property is or becomes located in a special flood hazard area,
and - .

5 (b) Grantor shall provide Beneficiary with a seismic or PML study for the Property
that is acceptable-to Benef iciary in its discretion, and Beneficiary, at Beneficiary's election, may require
earthquake insurance (i) if-all or any portion of the Property is or becomes located in an earthquake fault
zone, and/or (i) in an‘amount equal to the percentage amount required by the PML study for the Property
if the PML is greater than the twenty percent (20%) of the replacement cost of the Property.

Grantor shall also carry public liability insurance and such other insurance as Beneficiary may require,
including, without limitation; business interruption insurance or loss of rents insurance. In addition, but
not by way of limitation, Grantor shall also, at its expense, obtain and keep in effect (or cause any
contractor and, if required ynder. appl:cabie law, any subcontractor engaged in work on, or with respect
to, the Property, to procure and keep in-effect), worker's compensation insurance (including employer's
liability in an amount satisfactory to-Lender_and if applicable, insurance covering claims of workers
against employers arising under federal law).covering all employees of Grantor (and/or any employees of
any contractor and, if required under applicable law, any subcontractor engaged in work on, or with
respect to, the Property) in such amount as is reascnably satisfactory to Beneficiary. Such policies shall
contain a standard mortgage clause naming Beneficiary and its successors and assigns as a loss payee
or additional insured, as appropriate, and requiring at least thirty (30) days' prior notice to the holder at
termination or cancellation. Grantor shall maintain all required insurance at Grantor 's expense, in
companies, and in substance and form satlsfactory to Beneﬁcnary including, without limitation, an agreed
amount endorsement. -

{c) Neither Grantee nor Trustee by reason of accepting, rejecting, approving or
abtaining insurance shall incur any liability for:
(i) the existence, nonexnstence form of legal sufficiency of any insurances;
(ii) the solvency of any insurer; er

(iii) the payment of claims,

If Grantor fails to maintain and deliver to Grantee the original policies or certificates of insurance required
by this Deed of Trust, upon ten (10) days' prior notice to Grantor, Grante€ may procure such insurance at
Grantor's sole cost and expense. Grantor agrees to deliver to Grantee promptly.tipon receipt, but in any
event no later than thirty (30) days prior to the termination of any of such insurance policies, a renewal
policy (or certificate of insurance evidencing the same) satisfying the requnrements ef thrs Deed of Trust.
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' 610  Insurance and Condemnation Proceeds.

(a) Assignment of Claims. Grantor absolutely and irrevocably assigns to Grantee
all of the fotlowmg rights, claims and amounts (collectively, "Claims"), all of which shall be paid to
Grantee

; L (i) all awards of damages and all other compensation payable directly or
mdnrectly by reason of a condemnation or proposed condemnation for public or private use
affecting all or any part of, or any interest in, the Property;

-: (i) - all other claims and awards for damages to or decrease in value of all or
any partof, or _a__'ny interest in, the Property;

(iii-)'_'.--' all proceeds of any insurance policies payable by reason of loss
sustained to allor-any part of.the Property; and

iv). all in'_tt__e'rest which may accrue on any of the foregoing.

Grantar shall give Grantee promipt written notice of the occurrence of any casualty affecting, or the
institution of any proceedings for eminent domain or for the condemnation of, the Property or any portion
thereof. So long as no Default has occurred and is continuing at the time, Grantor shall have the right to
adjust, compromise and settle any Claim of $100,000 or less without the consent of Grantee, provided,
however, all awards, proceeds and other sums described herein shall continue to be payable to Grantee.
Grantee may commence, appear in, defehd or prosecute any Claim exceeding $100,000, and may
adjust, compromise and settle all Claims (excépt for Claims which Grantor may settle as provided herein),
but shall not be responsible for any failure fo commence, appear in, defend, prosecute or collect any such
Claim regardless of the cause of the failure. AII awards, proceeds and other sums described herein shall
be payable to Grantee. .

(b} Application of Proceeds; No Defau t= So long as no Default has occurred and
is continuing at the time of Grantee's receipt of the proceeds of the Claims ("Proceeds") and no Default
occurs thereafter, Grantee shall apply the Proceeds in-the Tollowing ‘order of priority: First, to Grantee's
expenses in settling, prosecuting or defending the Claims; Second, to. the repair or restoration of the
Property; and Third, to Grantor if the repair or restoration of the Property has been completed, but to the
Secured Obligations in any order without suspending, extending or reducing any obligation of Grantor to
make installment payments if the repair or restoration of the Propérty has-not been completed; provided,
however, that nothing herein shall prevent Grantee from applying any such proceeds or awards if, as
requmred by Washington law, Grantes is able to demonstrate that/its securify for the Loan has been
substantially impaired. Notwithstanding the foregoing, Grantee shall have no obligation to make any
Proceeds available for the repair or restoration of the Property unless and urml alt the following conditions
have been satisfied in Grantee's sole and absolute discretion: : .

(i) delivery to Grantee of the Proceeds plus any addltldnal'amount which is
needed to pay all costs of the repair or restoration (including, without I|m|tat|on taxes financing
charges, insurance and rent during the repair period); . :

(i) establishment of an arrangement for lien releases and dlsbursement of
funds acceptable to Grantee;
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(i} delivery to Grantee in form and content acceptable to Grantee of all of

the following:
e {A) plans and specifications for the work;
e {B) a contract for the work, signed by a contractor acceptable to
. Grantee; . -
{C) a cost breakdown for the work;
) (D) if required by Grantee, a payment and performance bond for the
work;

A (E) evidence of the continuation of all Leases unless consented to in
writing by Grantee;” .~~~

LR evidence that, upon completion of the work, the size, capacity,
value, and income. coverage ratios for the Property will be at least as great as those which
existed immediately before the daimage or condemnation occurred; and

(G) ewdence of the satisfaction of any additional conditions that
Grantee may reasonably establlsh to protect Grantee's security.

Grantor acknowledges that the specific condntagns‘ descnbed above are reasonable.

(c} Application of Proceeds; Default. If a Default has occurred and is continuing
at the time of Grantee's receipt of the Proceeds or if a Default occurs at any time thereafter, Grantee may,
at Grantee's absolute discretion and regardless of any impairment of security or lack of impairment of
security, but subject to applicable law governing use, .of the: Proceeds, if any, apply all or any of the
Proceeds to Grantee's expenses in setiling, prosecuting or defending the Claims and then apply the
balance to the Secured Obligations in any order without suspending, extending or reducing any obligation
of Grantor to make installment payments, and may release all. or any part of the Proceeds to Grantor
upon any conditions Grantee chooses.

6.11  Impounds. b A

(a) Post-Default Impounds. If required by Grantee ‘at any time after a Defauit
occurs {(and regardless of whether such Default is thereafter cured), .Grantor shall deposit with Grantee
such amounts ("Post-Default Impounds"} on such dates (determined by Grantee as provided below) as
will be sufficient to pay any or all "Costs” (as defined below) specified by Grantee. Grantee in its sole
discretion shall estimate the amount of such Costs that will be payable or required during any period
selected by Grantee not exceeding one year and shall determine the fractiorial porfion thereof that
Grantor shall deposit with Grantee on each date specified by Grantee during such period. If the Post-
Default Impounds paid by Grantor are not sufficient to pay the related Costs, Grantor shall. deposit with
Grantee upon demand an amount equal to the deficiency. All Past-Default Impounds shall-be payable by
Grantor in addition to (but without duplication of) any other "Impounds"” (as defined bélow).”

(b) Al Impounds. Post-Default Impounds and any other impounds: that may be
payable by Borrower under the Note are collectively called "Impounds”. All Impounds shall-be deposited
into an account maintained by Grantee or its servicing agent, which may be a commingled account, and
Grantee shall not be entitled to interest thereon. Grantee shall not be a trustee, special depository or
other fiduciary for Grantor with respect to such account, and the existence of such account shall not limit. -
Grantee's rights under this Deed of Trust, any other agreement or any provision of law. If no.Default: ¢
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eX|sts -Grantee shall apply alt Impounds to the payment of the related Costs, or in Grantee's sole
diseretion may release any or all Impounds to Grantor for application to and payment of such Costs. |f a
/ Default-exists, Grantee may apply any or all Impounds to any Secured Obligation and/or to cure such
“Default, whereupon Grantor shall restore all Impounds so applied and cure all Defaults not cured by such
apphcahon The obligations of Grantor hereunder shall not be diminished by deposits of Impounds made
by Grantor, ‘except to the extent that such obligations have actually been met by application of such
Impounds. .-Upen, any assignment of this Deed of Trust, Grantee may assign all Impounds in its
possession to Grantee's assignee, whereupon Grantee and Trustee shall be released from all liability
with respect to such Impounds. Within sixty (60) days following full repayment of the Secured Obligations
{other than as a censequence of foreclosure or conveyance in lieu of foreclosure) or at such earlier time
as Grantee may elect, -Grantee shall pay to Grantor all Impounds in its possession, and no other party
shall have any right 6r claim thereto. "Costs" means (i) all taxes and other liabilities payable by Grantor
under Section 6.8, (i) all-insurance premiums payable by Grantor under Section 8.8, (i} all other cosis
and expenses for which |mpounds are required under the Note, and/or (iv) all other amounts that will be
required to preserve the value of the-Property. Grantor shall deliver to Grantee, promptly upon receipt, all
bills for Costs for which Grantee has required Post-Default Impounds.

6.12 Defense a-r_nd NotlceofLosses. Claims and Actions. Grantor shall protect, preserve
and defend the Property and-title:to and right of possession of the Property, the security of this Deed of
Trust and the rights and powers of Grantee and Trustee hereunder at Grantor’s sole expense against all
adverse claims, whether the claim: (a}is “against a possessory of non-possessory interest; (b) arose
prior or subsequent to the Closing Date; or (<) is senior or junior to Grantor's or Grantee's rights. Grantar
shall give Grantee and Trustee prompt notice in writing of the assertion of any claim, of the filing of any
action or proceeding, of the occurrence of any damage to the Property and of any condemnation offer or
action. :

6.13  Right of Inspection. Grantee and its independent contractors, agents and employees
may enter the Property from time to time at-any reasonable time for the purpose of inspecting the
Property and ascertaining Grantor's compliance with the terms of this Deed of Trust. Grantee shall use
reasonable efforts to assure that Grantee's entry upon and inspection of the Property shalt not materially
and unreasonably interfere with the business or operatxons of Grantor or Grantor's tenants on the
Property. . :

6.14  Prohibition of Transfer of Property or Interests in ‘Grantor. Grantor acknowledges
that Grantee has relied upon the principals of Grantor and Borrower and their experience in owning and
operating properties similar to the Property in connection withi-the ciosmg of the Loan. Accordingly,
except with the prior written consent of Grantee or as otherwise éxpressly permitted in the Note, Grantor
shall not cause or permit any sale, exchange, mortgage, pledge, hypathecation, assignment,
encumbrance or other transfer, conveyance or disposition, whether voluntarily, involuntarily or by
operation of law ("Transfer") of all or any part of, or all or any direct or-indirect intérest in, the Property or
the Collateral (except for equipment and inventory in the ordinary course of its-‘business), or cause or
permit a Transfer of any direct or indirect interest (whether general or limited.partnership interest, stock,
limited liability company interest, trust, or otherwise) in Grantor or Borrower.: In the-event of any Transfer
that is not expressly permitted in the Note and is without the prior written consent of Grantee, Grantee
shall have the absolute right at its option, without prior demand or notice, to declare all of the Secured
Obligations immediately due and payable, except to the extent prohibited by law,.and pursug its nghts
and remedies under Section 7.3 herein. Grantor agrees to pay any prepayment fee as set-forth in the
Note in the event the Secured Obligations are accelerated pursuant to the terms of this Section. Consent
to one such Transfer shall not be deemed to be a waiver of the right to require the consent to future or
successive Transfers. o7 s :

6.15 Acceptance of Trust; Powers and Duties of Trustee. Trustee accepts this trust .\;vhe'h_ 5' :
this Deed of Trust is recorded. From time to time upon written request of Grantee and presentation of
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thls Deed of Trust, or a certified copy thereof, for endorsement, and without affecting the personal liability
of any person for payment of any indebtedness or performance of any Secured Obligation, Trustee may,
. w’ithbu_t-lia_bi_lity_ therefor and without notice:

3- .._3-(a) reconvey all or any part of the Property;
.. (‘b’_)ﬁ ) consent to the making of any map or plat of the Property;
- (€). -. join in granting any easement on the Property;
[d) -:_'jbil:l in any declaration of covenants and restrictions; or

(&) “join m any extension agreement or any agreement subordinating the lien or
charge of this Deed of Trust

Nothing contained in the lmmedlately preceding sentence shall be construed to limit, impair or otherwise
affect the rights of Grantor.in any respect. Except as may otherwise be required by applicable law,
Trustee or Grantee may from-time to time apply to any court of competent jurisdiction for aid and direction
in the execution of the trusts.hereundef and the enforcement of the rights and remedies available
hereunder, and Trustee or Grantee .may obtain orders or decrees directing or confirming or approving
acts in the execution of said trusts and-the enforcement of said remedies. Trustee has no obligation to
notify any party of any pending sale or any-action or proceeding (including, without limitation, actions in
which Grantor, Grantee or Trustee shall'be a party) unless held or commenced and maintained by
Trustee under this Deed of Trust and Trustee shall provide such notice as required herein. Trustee shall
not be obligated to perform any act required.-of it hereunder unless the performance of the act is
requested in writing and Trustee is reasonably indemnified and held harmless against loss, cost, liability
and expense.

6.16 Compensation of Trustee. Granto__r. s’hali‘:p’ay to Trustee commercially reasonable
compensation and reimbursement for services and expenses in the administration of this trust, including,
without limitation, reasonable attorneys' fees and costs:. Grantorshall pay all indebtedness arising under
this section immediately upon demand by Trustee or Grantee.together.with interest thereon from the date
the indebtedness arises at the rate of interest then appl:cable to 'the pnncapal balance of the Note as
specified therein. i

6.17  Exculpation. Grantee shall not directly or i."nd_ire'c_t_l'y.,- be liable to Grantor or any other
person as a consequence of. T e

{a) the exercise of the rights, remedies or powers Qranted to Grantee in this Deed of
Trust; AT -

{b) the failure or refusal of Grantee to perform or discha:rgerany_._obl':igation or liability
of Grantor under any agreement related to the Property or under this Deed of T:rust-'-'c')r- : :

(c) any loss sustained by Grantor or any third party resultlng from Grantee 5 failure
to lease the Property after a "Default” {hereafter deflned) or from any other act or omission of Grantee in
managing the Property after a Default unless the ioss is caused by the willful misconduct.and bad faith of
Grantee and no such liability shall be asserted or enforced against Grantee, all such Ilablllty belng
expressly waived and released by Grantor. . .

6.18 Indemnity. Without in any way limiting any other indemnity contained ih 't_h'is Deed of -
Trust, Grantor agrees to defend, indemnify and hold harmless Trustee and the "Grantee G_r_bup"_ (-a"s_E
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=r:_leﬁ'ned below)} from and against any claim, loss, damage, cost, expense or liability directly or indirectly
-ar_ising--o'ut of:

“(a) the making of the Loan, except for violations of banking laws or regulations by
the Grantee Group

U _(b’_]j - this Deed of Trust;

" {€). the execution of this Deed of Trust or the performance of any act required or
permitted hereunder or by law

(d) any fallure of Grantor to perform Grantor's obligations under this Deed of Trust or
the other Loan Documents

(e) any alleged obligation or undertaking on the Grantee Group's part to perform or
discharge any of the representatlons warranties, conditions, covenants or other obligations contained in
any other loan document related to the Property other than those set forth in Exhibit B to the Promissory
Note;

{f) any act_uo'r..--oh‘lise_i_pn_ by Grantor or any contractor, agent, employee ot
representative of Grantor with respect to the Property; or

{(g) any prohibiled tra:h'e_aotion___or in the sale of a prohibited loan, and in obtaining any
individual prohibited transaction exemption under ‘ERISA that may be required, in Grantee's sole
discretion that Grantee may incur, dwectly o lndlrectly, as a result of a Defaull under Sections 5.1{(q) or
6.2,

The foregoing to the contrary notwithstanding,"-this indemnity shall not include any claim, loss, damage,
cost, expense or liability directly or indirectly arising out of the gross negligence or wiliful misconduct of
any member of the Grantee Group of Trustee, or.-any claim, loss, damage, cost, expense or liability
incurred by the Grantee Group or Trustee arising from any act or incident on the Property occurring after
the full reconveyance and release of the lien of this Deed of Trust on the Property. This indemnity shall
include, without limitation:

{h) alt consequential damages (includlné_. withou_:t:f iimitation, any third-party tort
claims or governmental claims, fines or penalties against Trustee or the Grantee Group); and

(i) all court costs and reasonable attorneys' fees'.(mcluding without limitation, expert
witness fees) paid or incurred by Trustee or the Grantee Group "Grantee Group" as used herein, shall
mean : .

(i) Grantee (including, without limitation, any pa'rticipant__in 't'ih'e Loan),

(ii) any entity controlling, controlled by or under common control with
Grantee, RERE

{in) the directors, officers, employees and agents of Gr'an"te_e... a-nd"eubh other
entities, and e s

{iv) the successors, heirs and assigns of the entities and persons deserlbed“
in foregoing clauses (i} through (jii). .
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Grantor shafl pay immediately upon Trustee's or Grantee's demand any amounts owing under this
indemnity together with interest from the date the indebtedness arises until paid at the rate of interest
- applicable to the principal balance of the Note as specified therein. Grantor agrees to use legal counsel
“reasonably acceptable to Trustee and the Grantee Group in any action or proceeding arising under this
indemnity. THE PROVISIONS OF THIS SECTION SHALL SURVIVE THE TERMINATION AND
RECONVEYANCE OF THIS DEED OF TRUST, BUT GRANTOR'S LIABILITY UNDER THIS INDEMNITY
SHALL BE .SUBJECT TO THE PROVISIONS OF THE SECTION, IF ANY, IN THE NOTE ENTITLED
"BORROWER'S LIABILITY."

6.19 Substitution of Trustee. From time to time, by a writing signed and acknowledged by
Grantee and recorded-in-the Office of the Recorder of the County in which the Property is situated,
Grantee may appoint another trustee to act in the place and stead of Trustee or any successor. Such
writing shali set forth any-information required by law. The recordation of such instrument of substitution
shall discharge Trustee herein‘named and shall appoint the new trustee as the trustee hereunder with the
same effect as if originally named trustee herein. A writing recorded pursuant to the provisions of this
section shall be concluswe proof of the proper substitution of such new trustee.

6.20 Releases Extensnons Modifications and Additional Security. Without notice to or
the consent, approval or agreement of -any persons or entities having any interest at any time in the
Property or in any manner obllgated under the Secured Obligations ("Interested Parties"), Grantee may,
from time to time: . i

{a} fully or pamally release any person or entity from liability for the payment or
performance of any Secured Obligation, provided that there may not be a release by Grantee without the
written consent of the other bound parties; whtc_,_h tonsent will not be unreasonably withheld;

(b)  extend the maturity 'of.any Secured Obligation;

fch make any agréement with Borrower mcreasmg the amount or otherwise altering
the terms of any Secured QObligaticn;

(d)  accept additional security for anyjset;ur_gd- Obligation; or

{e) release all or any portion of the Prc;jpérty, Coilateral and other security for any
Secured Obligation, L A

None of the foregoing actions shall release or reduce the pérébhél”liébility_of any of said Interested
Parties, or release or impair the priority of the lien of this Deed of Trust upon the_.? Property.

6.21 Sale or Participation of Loan. Grantor agrees that Grantee may at any time sell,
assign, participate or securitize all or any portion of Grantee's rights and .obligations, under the Loan
Documents, and that any such sale, assignment, participation or securitization may.-be.to one or more
financial institutions or other entities, to private investors, and/or into the:public securities market, in
Grantee's sole discretion. Grantor further agrees that Grantee may disseminate to any.such actual or
potential purchasers, assignees or participants all documents and financial and.-pther information
heretofore or hereafter provided to or known to Grantee with respect to: (a)the’ Property and its
aperation; and/for (b) any party connected with the Loan (including, without limitation, Grantar; any partner
or member of Grantor, any constituent partner or member of Grantor, any guarantor and any nonborrower
Grantor). .

in the event of any such sale, assignment, participation or securitization, Grantee and the other partles to S
the same shall share in the rights and obligations of Grantee set forth in the Loan Documents, as and ftoE
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the extént they shall agree among themselves. In connection with any such sale, assignment,
participation or securitization, Grantor further agrees that the Loan Documents shall be sufficient
. evidence 6f the obligations of Grantor to each purchaser, assignee or participant, and Grantor shall,
“within fifteen- (15) days after request by Grantee, deliver an estoppel certificate verifying for the benefit of
Grantee and any other party desighated by Grantee the status and the terms and provisions of the Loan
in form and-sybstance acceptable to Grantee, and enter into such amendments or modifications to the
Loari-Documents” as ray be reasonably required in order to facilitate any such sale, assignment,
participation..or securitization without impairing Grantor's rights or increasing Grantor's abligations. The
indernnity. obligations.of Grantor under the Loan Documents shall also apply with respect to any
purchaser, assignee or participant.

6.22 Reconveyance. Upon Grantee's written request, and upon surrender of this Deed of
Trust or certified copy thereof and any nate, instrument or instruments setting forth all obligations secured
hereby to Trustee for cancellation, Trustee shall reconvey, without warranty, the Property ar that portion
thereof then held hereunder. The. recitals of any matters or facts in any reconveyance executed
hereunder shall be conclusive” proof of the truthfulness thereof. To the extent permitted by law, the
reconveyance may describe the grantee as "the person or persons legally entitled thereto". Neither
Grantee nor Trustee shall. have any duty to determine the rights of persons claiming to be rightful
grantees of any reconveyance.. When the Property has been fully reconveyed, the last such
reconveyance shall operate as a reassignment of all future rents, issues and profits of the Property to the
person or persens legally entitied: thereto. .

6.23 Subrogation. Grantee $hall be subrogated to the lien of all encumbrances, whether
released of record or not, paid in whale or'in part. by Grantee pursuant to this Deed of Trust or by the
proceeds of any loan secured by this Deed of Trust

6.24 Single-Purpose Entity. Grant_or shall maintain itself at ail times as a single-purpose
entity in compliance with the requirements set forth in Exhibit “B" attached hereto.

6.25 No Residence. Neither Grantor nor 'B'orr'bwér' éhall occupy any portion of the Property
as its principal residencs as used in RCW 61.24 and- hereby waive the right to claim the Property as their
principal residence. o

6.26 Certain Hotel Covenants. Grantor further ..-C'ovenar_:jrts_i and agrees with Grantee as
follows: i

(a) Grantor shall cause the hotel located on the Property to be operated pursuant to
the Franchise Agreement. .

{b) Grantor shail:

(i) promptly perform and/or observe all of the'coﬁenants""and agreements
required to be performed and observed by it under the Franchise Agreement.. and do all thlngs necessary
to preserve and o keep unimpaired its material rights thareunder,; .

(i)  promptly notify Grantee of any default under the F'rén'gh:i's-e' Agreement of
which it is aware; I

(iii)  promptly deliver to Grantee a copy of each financial statefnent, business
plan, capital expenditures plan, notice, report and estimate received by it under the Franchise Agreement ’
and
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: (iv) promptly enforce the performance and observance of all of the
covenants and agreements required to be performed andfor observed by the franchisor under the
o Franchlse Agreement

(e} Notwithstanding the foregaing, it is understood that to the extent that Grantee
reasonab!y determlnes such action may have a materially adverse change on Grantor's ability to perform
its obfigations hereunder, Grantor shall not, without Grantee’s prior consent, which consent will not be
unreasonably W|th he!d

(l) . surrender, terminate or cancel the Franchise Agreement;
o __"(ii)".' reduce or consent to the reduction of the term of the Franchise
Agreement; L
(i) “increase or consent to the increase of the amount of any charges under

the Franchise Agreement; ot - -
(iv) . otherwise modify, change, supplement, alter or amend, or waive or
release any of its rights and.remedies under the Franchise Agreement in any material respect.

-ARTICLE 7
DEFAULT

7.1 Default. For all purposes hereof "Default’ shall mean either an "Optional Default” (as
defined below) or an r an "Automatic Default™ (as__def ined below).

(a) Optional Default. '--An""Optional Default” shall occur, at Grantee's option, upon
the occurrence of any of the following events:. .

()  Monetary. Barrower or Grantorshall fail to

{A) pay when due any . sims which by their express terms require
immediate payment without any grace pericd orsums WhICh are payable on the Maturity Date, or

{B) pay within five (5) days when due any other sums payable under
the Note, this Deed of Trust or any of the other Loan Documents mcludmg without limitation, any
monthly payment due under the Note. I

{ii} Failure To Perform. Borrower or Gra'ntor shell'-fail to cbserve, perform
or discharge any of Borrower's or Grantar's obligations, covenants, conditions or agreements,
ather than Borrower's or Grantor's payment obligations, under the Note thls Deed of Trust or any
of the other Loan Documents, and . .

{A) such failure shall remain uncured for. thirty '(30} day’s after written
notice thereof shall have been given to Borrower or Grantor, as the case may be by @Grantee or

{B} if such failure is of such a nature that it cannot be cured within
such 30-day period, Borrower or Grantor shall fail to commence to cure such failure w1th|n such
30-day period or shall fail to diligentiy prosecute such curative action thereafter or ‘'shall fail. to
cure such default within ninety (90) days after written notice thereof was first given to Borrower.
Said notice may be combined with and be the same as the Notice of Default required under RCW"
61.24.030. : o
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- {iii) Representations_and Warranties. Any representation, warranty,
'certlflcate or other statement (financial or otherwise) made or furnished by or on behalf of
- _-Borrower, Grantor, or a guarantor, if any, to Grantee or in connection with any of the Loan

+ ~Documents, or as an inducement to Grantee to make the Loan, shall be false, incorrect,
incomplete or misleading in any material respect when made or furnished.

: _{iv) Condemnation, Attachment. The condemnation, seizure or appropria-
tlon of any material portion (as reasonably determined by Grantee) of the Property, or the
sequestrationor attachment of, or levy or execution upon any of the Property, the Collateral or
any other-collateral provided by Borrower or Grantor under any of the Loan Documents, or any
material portion of the other assets of Borrower or Grantor, which sequestration, attachment, levy
or execution is not released or dismissed within forty-five (45) days after its occurrence; or the
sale of any assets affected by any of the foregoing.

(v} “Uninsured Casualty. The occurrence of an uninsured casualty with
respect to any matersal portion’=-_(as reasonably determined by Grantee) of the Property unless:

{A) Y no other Default has occurired and is continuing at the time of
such casualty or occurs thereafter

tB_)_ e Gra.h.fdr_- promptly notifies Grantee of the occurrence of such
casualty; and 2

{C}) not more than forty-five (45) days after the occurrence of such
casualty, Grantor delivers to Grantee"_i_mi"nediately available funds ("Restoration Funds") in an
amount sufficient, in Grantee's reasonable opinion, to pay all costs of the repair or restoration
(including, without limitation, taxes,-fi nancmg charges insurance and rent during the repair
period). .

S0 long as no Default has occurred and is coritinuin’g at the time of Grantee's receipt of the
Restoration Funds and no Default occurs thereafter, Grantee shall make the Restoration Funds
available for the repair or restoration of the Propérty. Notwithstanding the foregoing, Grantee
shall have no obligation to make any Restoration Funds. available for repair or restoration of the
Property unless and until ali the conditions set forth in clauses (ji) and (jii) of the second sentence
of Section 6.10(b) of this Deed of Trust have been. satisfied. Grantor acknowledges that the
specific conditions desciibed above are reasonabie. '

(vi) Adverse Financial Change. Any adverse change in the financial
condition of Borrower or any general partner of Borrower, any guarantor, or any other person or
entity from the condition shown on the financial statements submitted to.Grantee and relied upon
by Grantee in making the Loan, and which change Grantee reasonabiy determmes will have a
material adverse effect on .

{A} the business, operations or condition:bf the 'I5.rop'éﬁyl;--or
(B} the ability of Borrower or Grantor to pay or-pérform Borrower's or

Grantor's ebligations in accordance with the terms of the Note, this Deed of Trust and the other
Loan Documents. . _ _

(vii) Key Person or Entity. The retirement, death, incapacityr'br_Wi'thdraWQI“
of Dan R. Mitzel and D.G. DeBode as Grantor's co-manager and Grantor's failure to- provide a -
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~substitute or replacement acceptable to Grantee within thirty (30) days after the occurrence of
" _~any such event.

S {viii)  Single-Purpose Entity. Grantor's failure to satisfy, maintain or comply
_ with aII ‘of the single-purpose entity requirements set forth in Exhibit "B" attached hereto and
L m_c_orporated herein by this reference.

. = (i%) Franchise Agreement. Any material change in the Franchise
Agreement (or-any successor franchise agreement) made without Grantee’s prior consent, or if a
default has occurred and continues beyond any applicable cure period under the Franchise
Agreement. {or: any ‘successor franchise agreement), if such default permits the franchisor to
terminate or ‘cancel.the Franchise Agreement (or any successar franchise agreement), or if
Grantor ceasesto do-bisiness as a hotel or motel on the Property or terminates such business
for any reason whatsoever (other than temporary cessation in connection with any renovations to
the Property). .- : .

(b) Aﬁtdmatxc Default An "Automatic Default" shall occur automatically upon the
occurrence of any of the foIIowmg events

{i} Volunta[y Bankrugtcx, Insolvency, Dissolution.

(A}...'. : B_orrower s filing a petition for refief under the Bankruptey Reform
Act of 1978, as amended or recodified ("Bankruptcy Code"), or under any other present or
future state or federal law regarding bankruptcy, reorganization or other relief to debtors
(collectively, "Debtor Relief Law"), or™ .-~

(B} Borrawer's filing any pleading in any involuntary proceeding
under the Bankruptcy Code or other Debtor Relief Law which admits the jurisdiction of a court to
regulate Borrower or the Property or the petmons materlal allegations regarding Borrawer's
insolvency; or

{C) Borrower's m"ak_i_nQ”.a general assignment for the benefit of
creditors; or S

{D} Borrower's applying}i_ for, Q_r-'thé appointment of, a receiver,
trustee, custodian or liquidator of Borrower or any of its property, .or-

(E)  the fiing by or against Borrower of a petiton seeking the
liguidation or dissolution of Borrower or the commencement of any other procedure to liguidate or
dissolve Borrower. .

{ii) Involuntary Bankruptey. Borrower's failure to effect a full dismissal of
any involuntary petition under the Bankruptcy Code or other Debtor Relief Law. that is filed
against Borrower or in any way restrains or kimits Borrower or Grantee regarding the Loan or the
Property, prior to the earlier of the entry of any order granting relief sought in the mvoluntary
petition or forty-five (45) days after the date of filing of the petition.

{iif) Partners, Guarantors. The occurrence of an "even't" Specif 'et"i in
Sections (i) or (ii) as to Grantor, any general partner of Borrower or Grantor, or any guarantor or
other person or entity in any manner obligated to Grantee under the Loan Documents '
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: 1.2 Acceleration. Upon the occurrence of an Optional Default, Grantee may, at its option,
deciare all sums owing to Grantee under the Note and the other Loan Documents immediately due and
. payable. “Upon the occurrence of an Automatic Default, all sums owing to Grantee under the Note and
“the other Loan Documents shall automaticaily become immediately due and payable.

S 7.3__ nghts and Remedies. In addition to the rights and remedies in Section 7.2 above, at
any time'_a_fter _a_Defau!t Grantee and Trustee shall each have all of the following rights and remedies:

) Entry on Property. With or without notice, and without releasing Grantor from
any Secured Obllgatlon and without becoming a mortgagee in possession, to enter upon the Property
from time to time and to do such acts and things as Grantee or Trustee deem necessary or desirable in
order to inspect;” mvestlgate assess and protect the security hereof or to cure any Default, including,
without limitation:

(|} “to take and possess all documents, books, records, papers and accounts
of Grantor, Borrower or the then owner of the Property which relate to the Property;

(u) -0 make terminate, enforce or modify leases of the Property upon such
terms and conditions as Grantee deems proper;

{iii) to - make _ _r_e:paars, alterations and improvements to the Property
necessary, in Trustee's or Grantee's'sole judgment, to protect or enhance the security hereof;

{iv} to appear in and deféend any action or proceeding purporting to affect the
security hereof or the rights or po’wers'of Grantee or Trustee hereunder;

(v) to pay, purchase contest or compromise any encumbrance, charge, lien
or claim of lien which, in the sole judgment of either Grantee or Trustee, is or may be senior in
priority hereto, the judgment of Grantee or Trustee belng conclusive, as between the parties
hereto; :

(vi} to obtain insurance;

(vii)  to pay any premiums or charges W|th respect to insurance required to be
carried hereunder; and/or . :

(viiij to employ legal counsel, eéce:uht:ants; _engineers, consultants,
contractors and other appropriate persons to assist them; ' Qo

(b} Appointment of Receiver. To apply to a court of compeétent jurisdiction for and
obtain appointment of a receiver of the Property as a matter of strict right and.without regard to:

i the adequacy of the security for the repaymeht' e__f..-'the Secured
Obligations; ST

(ii) the existence of a declaration that the Secured Obllgatlons are
immediately due and payable; or e .

(i)  the fiing of a notice of defaul; and Grantor consents to such
appointment; s
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: (c} Judicial Foreciosure, Injunction. To commence and maintain an action or
actlons in any court of competent jurisdiction to foreclose this instrument as a morigage or to obtain
. specific enforcement of the covenants of Grantor hereunder, and Grantor agrees that such covenants
“shall be’ specifi cally enforceable by injunction or any other appropriate equitable remedy and that for the
purposes of any suit brought under this subparagraph, Grantor waives the defense of laches;

. (d} Nonjudicial Foreclosure. To execute a written notice of such Default and of the
electlon to cause the' Property to be sold to satisfy the Secured Obligations. Trustee shall give and
record such.-notice as the law then requires as a condition precedent to a trustee's sale. When the
minimum period of time required by law after such notice has elapsed, Trustee, without notice to or
demand upon Grantor except as required by faw, shall sell the Property at the time and place of sale fixed
by it in the notice of sale, at.one or several sales, either as a whole or in separate parcels and in such
manner and order, all as*Graritee in its sole discretion may determine, at public auction to the highest
bidder for cash, in lawful money of the United States, payable at time of sale. Neither Grantor nor any
other person or entity other than Grantee shall have the right to direct the order in which the Property is
sold. Subject to requirements: and limits imposed by law, Trustee may, from time to time postpone sale of
all or any portion of the Property by public announcement at such time and place of sale, and from time to
time may postpone the sale by public-announcement at the time and place fixed by the preceding
postponement. A sale of less. than the whole of the Property or any defective or irregular sale made
hereunder shall not exhaust the power of sale provided for herein. Trustee shall deliver to the purchaser
at such sale a deed conveying the Propérty or portion thereof so sold, but without any covenant or
warranty, express or implied. The tecitals in‘the deed of any matters or facts shall be conclusive proof of
the truthfulness thereof. Any person, mcludlng Trustee Grantor or Grantee may purchase at the sale;

Upan sale of the Property at any Judzma! or nonj_ud'lmal foreclosure, Grantee may credit bid {as determined
by Grantee in its sole and absoiute discrehon) all or any portion of the Secured Obligations. In
determining such credit bid, Grantee may, but |s not obhgated to, take into account all or any of the
following: .

{i) appraisals of the Pro_be'rty aé; :s:uch appraisals may be discounted or
adjusted by Grantee in its sole and absolute underwriting discretion;

(i)  expenses and costs incurfed by Grantee with respect to the Property
prior to foreclosure; i P

(iii) expenses and costs which Grantée-anticipates will be incurred with
respect to the Property after foreclosure, but prior to resale, including, without limitation, costs of
property inspections, structural reports and other due diligence; costs tocarry the Property prior
to resale, costs of resale (e.g., commissions, attorneys' fees, and ‘taxes), costs of deferred
maintenance, repair, refurbishment and retrofit, costs of defending or settling litigation affecting
the Property, and lost opportunity costs (if any), including the time. value of money during any
anticipated holding pericd by Grantee, C S

{iv) declining trends in real property values generally and wnth respect to
properties similar to the Property;

(v) anticipated discounts upon resale of the Propen'y -j_éis_ a -_d-is’tfe‘ééed or
foreclosed property; RO

(vi)  the fact of additional collateral (if any), for the Secured Obfigations; and. -
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‘ (vi)  such other factors or matters that Grantee (in its sole and absolute
dlscretlon) deems appropriate.

I regerd to th_e-._above, Grantor acknowledges and agrees that:

5 cL {viii) Grantee is not required to use any or all of the foregoing factors to
o determme the amount of its credit bid;

' (|x) this paragraph does not impose upon Grantee any additional obligations
that are not |mposed by law at the time the credit bid is made;

: (x) .+ the amount of Grantee's credit bid need not have any relation to any
loan-to-value ratios specified in the Loan Documents or previously discussed between Grantor
and Grantee; and.

(Su) Grantees credit bid may be (at Grantee's sole and absolute discretion)
higher or lower than any appralsed value of the Property;

{e) Multlple Foreclosures. To resort to and realize upon the security hereunder
and any other security now or later held by Grantee concurrently or successively and in one or several
consolidated or independent judicial actions..or: lawfully taken nonjudicial proceedings, or both, and to
apply the proceeds received upon the-Secured Obligations all in such order and manner as Trustee and
Grantee or either of them determine in ihelr soIe dlSC]‘etIOI“I and in accordance with the statuie then in
effect; and : :

{f) Rights to Collateral.."To exercise all rights Trustee or Grantee may have with
respect to the Collateral under this Deed of Trust, the UCC or otherwise at law; and

{g) Other Rights. To exercise such other rights as Trustee or Grantee may have at
law or in equity or pursuant to the terms and cond|t|ons of thls Deed of Trust or any of the other Loan
Documents.

In connection with any sale or sales hereunder, Grantee may elect to-treat any of the Property which
consists of a right in action or which is property that can be severed from the Property (including, without
limitation, any improvements forming a part thereof} without'causing structural damage thereto as if the
same were personal property or a fixture, as the case may be, ‘and dlspose of the same in accordance
with applicable law, separate and apart from the sale of the Property Any sale of Collateral hereunder
shall be conducted in any manner permitted by the UCC. :

7.4 Application of Foreclosure Sale Proceeds. If any foreplo_sure..-sale is effected, Trustee
shall apply the proceeds of such sale as required by statute. oo

7.5 Waiver of Marshaling Rights. Grantor, for itself and for all pames clalmfng through or
under Grantor, and for all parties who may acquire a lien on or interest in the Property, hereby waives all
rights to have the Property and/or any other property, including, without limitation, the Collateral, which is
now or later may be security for any Secured Obligation, marshaled upon any foreclosure of th|s Deed of
Trust or on a foreclosure of any other security for any of the Secured Obligations.

7.6 No Cure or Waiver. Neither Grantee's nor Trustee's nor any receiver's: entry upon and
taking possession of all or any part of the Property, nor any collection of rents, issues, profits; instirance’
proceeds, condemnation proceeds or damages, other security or proceeds of other security, or.other .
sums, nor the application of any collected sum to any Secured Obligation, nor the exercise of any other. :
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right or femedy by Grantee or Trustee or any receiver shall cure or waive any Default or notice of default
under this Deed of Trust, or nullify the effect of any notice of default or sale (unless all Secured
. Obligations then due have been paid or performed and Grantor has cured all other Defaults hereunder),
“or impair the status of the security, or prejudice Grantee or Trustee in the exercise of any right or remedy,
or be ‘construed as an affirmation by Grantee of any tenancy, lease or option or a subordination of the lien
of this Deed-of Trust

7.7 Pavment of Costs, Expenses and Attorneys' Fees. Grantor agrees to pay to Grantee
mmedlately and ‘upon demand all costs and expenses incurred by Trustee and Grantee in the
enforcement of the terms .and conditions of this Deed of Trust (including, without limitation, statutory
trustee's fees, court-costs-and attorneys' fees, whether incurred in litigation or not) with interest from the
date of expenditiire-until said sums have been paid at the rate of interest applicable to the principal
balance of the Note as specifiedtherein.

7.8 Power to File Notices and Cure Defaults. Grantor hereby irrevocably appoints
Grantee and its successors and assigns, as its attorney-in-fact, which power of attorney is coupled with
an interest, to perform any. obllgatmn of Grantor hereunder upon the occurrence of an event, act or
omission which, with notice or passage -of time or both, would constitute a Default, provided, however,
that. (i) Grantee as such attorney-in- -fact shall only be accountable for such funds as are actually
received by Grantee; and (ii) Grantee shall not be liable to Grantor or any other person or entity for any
failure to act under this Section. e

7.9 Remedies Cumulative. ~ All righ_ts and remedies of Grantee and Trustee provided
hereunder are cumulative and are in addition.-to_all rights and remedies provided by applicable law
(including specifically that of foreclosure of this instrument as though it were a mortgage) or in any other
agreements between Grantor and Graniee, Grantee may enforce any one or more remedies or rights
hereunder successively or concurrently.

710 Expenses During Redemption Period. If this Deed of Trust is foreclosed as a
mortgage and the Property is sold at a foreclosure saie, the purchaser may, during any redemption period
allowed, make such repairs or alterations of the Property as may be reasonably necessary for the proper
operation, care, preservation, protection and insuring thereof.- Any sums so paid, together with interest
thereon from the time of such expenditure at the lesser of the’ default rate under the Note, or the
maximum rate permitted by law, shall be added to and become ‘part of ’rhe amount required to be paid for
redemption from such sale. : .

ARTICLE 8 :
MISCELLANEOUS PROVISIONS

8.1 Additional Provisions. The Loan Documents contain’ or mcorporate by reference the
entire agreement of the parties with respect to matters contemplated herein.and supersede all prior
negotiations. The Loan Documents grant further rights to Grantee and contain further agreements and
affirmative and negative covenants by Grantor which apply to this Deed of Trust and to the-Property and
such further rights and agreements are incorporated herein by this reference.” THE OBLIGATIONS AND
LIABILITIES OF GRANTOR UNDER THIS DEED OF TRUST AND THE OTHER LOAN DOCUMENTS
ARE SUBJECT TO THE PROVISIONS OF THE SECTION, [F ANY, IN THE NOTE ENTITLED
"BORROWER'S LIABILITY "

8.2 Non-Waiver. By accepting payment of any amount secured hereby after‘its .dUe-date_'o_r
late performance of any other Secured Obligation, Grantee shall not waive its right against any.person:
obligated directly or indirectly hereunder or on any Secured Obligation, either to require prompt payment ..
or performance when due of all other sums and obligations so secured or to declare default for failure to .
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make such prompt payment or performance. No exercise of any right or remedy by Grantee or Trustee
hereunder shall constitute a waiver of any other right or remedy herein contained or provided by law. No
/ failure by Grantee or Trustee to exercise any right or remedy hereunder arising upon any Default shall be
“construed to-prejudice Grantee's or Trustee's rights or remedies upon the occurrence of any other or
subsequent Default. No delay by Grantee or Trustee in exercising any such right or remedy shall be
construed to preclude Grantee or Trustee from the exercise thereof at any time while that Default is
continuing. .No notice to nor demand on Grantor shall of itself entitie Grantor to any other or further notice
or demand in sxmllar or.other circumstances.

83 Consents and Aggroval Wherever Grantee's consent, approval, acceptance or
satisfaction is required-under any provision of this Deed of Trust or any of the other Loan Documents,
such consent, approval. acceptance or satisfaction shall not be unreasonably withheld, conditioned or
delayed by Grantee unless such-provision expressly so provides.

8.4 Permitted Conteésts. After prior written notice to Grantes, Grantor may contest, by
appropriate legal or other: proceedlngs conducted in good faith and with due diligence, the amount,
validity or application, in whaole or in.part, of any lien, levy, tax or assessment, or any lien of any laborer,
mechanic, materialman, supplier or vendor, or the application to Grantor or the Property of any law or the
validity thereof, the assertion-or |mp03|t|on of which, or the failure to pay when due, would constitute a
Default; provided that .

(a) Grantor pursues the contest diligently, in a manner which Grantee determines is
not prejudicial o Grantee, and does not |mpa|r the I|en of this Deed of Trust;

(b} the Property, or any pa_rt hereof or estate or interest therein, shall not be in any
danger of being sold, forfeited or lost by reason' of such proceedings;

(c) in the case of the contest of any Iaw or other legal requirement, Grantee shall not
be in any danger of any civil or criminal liability; and .

(d) if required by Grantee, Grantor deposits »';nth Grantee any funds or other forms of
assurance (including a bond or letter of credit) satisfactory to Grantee to protect Grantee from the
consequences of the contest being unsuccessful.

Grantor's right to contest pursuant to the terms of this prowswn shall in no way relieve Grantor or
Borrower of its obligations under the Loan or to make payments | to Grantee as and when due.

8.5 Further Assurances. Grantor shall, upon demand __:by Grantee ar Trustee, execute,
acknowledge (if appropriate) and deliver any and all documents and.instruments and do or cause to be
done all further acts reasonably necessary or appropriate to effectuate the 'p'r_ovis_ions- hereof.

8.6 Attorneys' Fees. In the event it is necessary for either party to retam the services of an
attorney or any other party to enforce or to commence any legal action to enforce the térms of this Note,
Deed of Trust, or any of the other Loan Documents, or any portion hereof or thereof, Bofrower agrees to
pay to Grantee, in addition to damages or other refief, any and all costs and expenges, including, without
limitation, expert witness fees and reasonable attorneys' fees and costs incurred by Grantee as a result
thereof. S

8.7 Grantor and Grantee Defined. The term "Grantor" includes both the: erlglnal Grantor
and any subsequent owner or owners of any of the Property, and the term "Grantee" includes the ongmal'-
Grantee and any future owner or holder, including assignees, pledges and participants, of the Note ar any S
interest therein, .
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8..8 Disclaimers.

. . (a} Relationship. The relationship of Grantor and Grantee under this Deed of Trust
and the other Loan Documents is, and shail at ali times remain, solely that of borrower and lender; and
Grantee neither undertakes nor assumes any responsibility or duty to Grantor or to any third party with
respect to the Property Notwithstanding any other provisions of this Deed of Trust and the other Loan
Documents :

: (|) Grantee is not, and shall not be construed to be, a partner, joint venturer,
member, alter ego, manager, controlling person or other business associate or participant of any
kind of Grentor__ and Grentee does not intend to ever assume such status; and

(ii}- + Grantee shalf not be deemed responsible for or a participant in any acts,
omissions or decisions of Grantor.

(b) No Liability. Grantee shall not be directly or indirectly liable or responsible for
any loss, claim, cause of action, liability, indebtedness, damage or injury of any kind or character to any
person or property arising from any construction on, or occupancy or use of, the Property, unless caused
directly or indirectly by Grantee, whether caused by or arising from:

(i) any__'defegt _Zth'_.e'ny building, structure, grading, fill, landscaping or other
improvements thereon or in any on-site or off-site improvement or other facility therein or thereon;

(i) any act or orﬁf'l_ss'lon of Grantor or any of Grantor's agents, employees,
independent contractors, licensees orinvitees;

(iii) any accident in or on the Property or any fire, flood or other casualty or
hazard thereon; e

(iv) the failure of Grantor ar any of Grantor's licensees, employees, invitees,
agents, independent contractors or other representatlves to mamtaln the Property in a safe

condition; or
(v) any nuisance made or sufferé_c!..qn a_ny':hért of the Property.
8.9 Severability. If any term of this Deed of Trust, er"t'h'e:a'pb-lication.thereof to any person or

circumstances, shall, to any extent, be invalid or unenforceable, the remainder af this Deed of Trust, or
the application of such term to persons or circumstances other than those as to.which it is invalid or
unenforceable, shall not be affected thereby, and each term of this -Deed of Trust shall be valid and
enforceable to the fullest extant permitted by law. A

8.10  Relationship of Articles. The rights, remedies and interests of Grantee ‘under the deed
of trust established by Article 1 and the security agreement established by Article 4 are: fndependent and
cumulative, and there shall be no merger of any lien created by the deed of trust with any-security interest
created by the security agreement. Grantee may elect to exercise or enforce any-of its rights, remedies
or interests under either or both the deed of trust or the security agreement as Grantée may-from time to
time deem appropriate. The absolute assignment of rents and leases established by Artlcle 3is snmllarly
independent of and separate from the deed of trust and the security agreement. .

8.11  Merger. No merger shall occur as a result of Grantee's acquiring any other estate m or.-"
any other lien on, the Property uniess Grantee consents to a merger in writing. T
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8" 12  Obligations of Grantor, Joint and Several. If more than ane person has exscuted this
L Deed of Trust as "Grantor”, the obligations of all such persons hereunder shall be joint and several.

" 8.13 . ‘Separate and Community Property. Any married person who executes this Deed of
Trust'as a Grantor agrees that any money judgment which Grantee or Trustee obtains pursuant to the

terms of _thls Deed_ of Trust or any other obligation of that married person secured by this Deed of Trust
may be collected by gxecution upon any separate property or community property of that person.

8.14 Inteqration; Interpretation. The Loan Documents contain or expressly incorporate by
reference the ent:re'agreement of the parties with respect to the matters contemplated therein and
supersede all prior riegotiations or agreements, written or oral. The Loan Documents shall not be
modified except by written instrument executed by all parties. Any reference in any of the Loan
Documents to the Property or Collateral shall include all or any part of the Property or Collateral. Any
reference to the Loan- Docu_mehjt_é___i'n_c;ludes any amendments, renewals or extensions now or hereafter
approved by Grantee in.writing. ~When the identity of the parties or other circumstances make it
appropriate, the masculing gender mcludes the feminine and/or neuter, and the singular number includes
the plural.

815 Capitalized Terms Capi_t_ali_zed terms not otherwise defined herein shall have the
meanings set forth in the Note. ’ =

8.16  Successors in Interest. The terms; covenants, and conditions herein contained shall be
binding upon and inure to the benefit of the helrs successors and aSS|gns of the parties hereto. The
foregoing sentence shall not be construed to permit Grantor to assign the Loan except as otherwise
permitted under the Note or the other Loan’ Documents

8.17 Governing Law. This Deed of Trust, the.Note and the other Loan Documents and the
obligations arising hereunder and thereunder shall be, governed by, and construed in accordance with,
the laws of the State of Washington applicable to contracts made and performed in such State and any
applicable law of the United States of America. 'E'xcept as provided in the immediately preceding
sentence, Grantor hereby unconditionally and irrevocably waives; to-the fullest extent permitted by law,
any claim to assert that the law of any jurisdiction other than Washmgton governs this Deed of Trust, the
Note and other Loan Documents. £

8.18 Consent to Jurisdiction. Grantor irrevocabiy“s‘u_bmit$ to-the Jurisdiction of: (a)any
state or federal court sitting in the state of Washington over any suit, actior, or. proceeding, brought by
Grantor against Grantee, arising out of or relating to this Deed of Tryst, the Note or the Loan; (b) any
state or federal court sitting in the state where the Property is located or the -state in which Grantor's
principal place of business is located over any suit, action or proceeding:. brought by Grantee against
Grantor, arising out of or relating to this Deed of Trust, the Note or the Loan;-and (c) any state court
sitting in the county of the state where the Property is located over any suit, action, or proceeding,
brought by Grantee to exercise its STATUTORY POWER OF SALE under this Deed of-Trust or any
action brought by Grantee to enforce its rights with respect to the Collateral. Grantor irreévocably waives,
to the fullest extent permitted by law, any objection that Grantor may now or hereafter have to the laying
of venue of any such suit, action, or proceeding brought in any such court and any claim that any such
suit, action, or proceeding brought in any such court has been brought in an mconvement forum
Notwithstanding the foregoing, venue shall be in Skagit County, Washington. -

8.19  Exhibits. Exhibit "A" and Exhibit "B" are incorporated into this Deed of TruS’t_by '[hIS
reference. L
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_ -8.20  Addresses; Request for Notice. All notices and other communications that are
required or permitted to be given to a party under this Deed of Trust shall be in writing, refer to the Loan
. number;-and shall be sent to such party, either by personal delivery, by overnight delivery service, by
“certified” first-class mail, return receipt requested, or by facsimile transmission to the addressee or
facsimile number below. All such notices and communications shall be effective upon receipt of such
delivery or facsimile transmission. The addresses of the parties are set forth on page 1 of this Deed of
Trust-and the facsimile numbers for the parties are as follows:

Grantor: . H.I.E. BURLINGTON, L.L.C.
= Attni Dan R. Mitzel and D.G. DeBode
._.=FaxNo 360 Feg - 2054

Trustee: = FIRST A_MERICAN TITLE COMPANY OF SKAGIT COUNTY
Attn: Shelly Langness
Fax No:: (360) 424-5885

Grantee: BRIDGER COMMERCIAL FUNDING LLC
Attn: Karla Ferguson .
Fax No.: (415) 331-3390
Loan No.: 16033

Grantor's principal place of business. |s at the address set forth on page 1 of this Deed of Trust.

Any Grantor whose address is set forth.an: page 1 of this Deed of Trust hereby requests that a copy of
notice of default and nofice of sale be delivered 1o it at that address. Failure 1o insert an address shall
constitute a designation of Grantor's last known address as the address for such notice. Any party shali
have the right to change its address for notice hereunder to any other location within the continental
United States by giving thirty (30) days' notice to.the other partles in the manner set forth above.

8.21 Counterparts. This Deed of Trust may be executed in any number of counterparts, each
of which, when executed and deiivered, will be deemed an orlglnal and all of which taken together, will be
deemed to be one and the same instrument. . :

8.22 Waiver of Jury Trial. GRANTEE AND GRA_NTOR HEREBY KNOWINGLY,
VOLUNTARILY AND INTENTIONALLY WAIVE ANY RIGHTS THEY MAY HAVE TO A TRIAL BY JURY
iIN RESPECT OF ANY LITIGATION BASED HEREON, ORARISING:--QUT OF, UNDER, OR IN
CONNECTION WITH, THIS DEED OF TRUST OR ANY OTHER LOANDOCUMENT, OR ANY COURSE
OR CONDUCT, COURSE OF DEALING, STATEMENTS (WHETHER ORAL OR WRITTEN) OR
ACTIONS OF GRANTEE OR GRANTOR. THIS PROVISION IS A MATERIAL INDUCEMENT FOR
GRANTEE TO ENTER INTO THIS DEED OF TRUST.

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MoNEY:' EXTEND CREDIT, OR
FORBEAR FROM ENFORCING REPAYMENT OF A DEBT ARE NOT. ENFORCEABLE UNDER
WASHINGTON LAW,

[Remainder of page intentionally left blank]
[Signatures follow on next page]
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~IN WITNESS WHEREOQF, Grantor has executed this Deed of Trust as of the day and year set

forth above.
“ | "Grantor”
H.I.E. BURLINGTON, L.L.C., a Washington limited
liability company, dba Holiday Inn Express Hotel &
Suites
Byz
Name & 28 Z
its: p L ot It ¢
% M
By: (/\je
Name: Do HEBoNnE
Its: CoH pn iV AG £2
4A_DOT - WA a5
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éTATE OF WASHINGTON,

. COUNTY OF .

: THIS IS TO CERTIFY that on //“§ ’/ §/ ,ﬁore mﬁ! a Notary public in and for the
State of Washington, duly commissioned and sworn, came 72 Y/ e M/ ,
personally known or-having presented satisfactory evidence to be the (72 4 LtE, '
of /’7‘ B AL /M’B}u/ LLL , the corporatio executed the
foregoing instrument, and acknowledged the said instrument to be the free and voluntary act and deed of
said corporation for the uses and purposes therein mentioned, and on ocath stated that he/she is
authorized to execute the sald instrument on behalf of said corporation.

WITNESS MY HAND ancf official seal the day and year in this certificate first above written.

Mame 4",421 ’c//“/c} QZ(/%’/%
Notary Publjc in and for the State of Washington, residing at:
PP TRy DAV 7=, Vih ﬂ/wrm

My Commission Expires: -7 - ﬂf Tz Q u\; o N \

STATE OF WASHINGTON )

s Ty ) 85,
COUNTY OF-@;&’Z 4:» Z )

THIS IS TO CERTIFY thaton . /42’5
State of Washington, duly commissioned and sworn, came
personally known or haylng presented s,;atlsfactory evidence 1o’ be the iy ST
of 14‘.[:5: ,rsfc’ﬂé? For o, the corporatro‘ t e
foregoing mstrument . and &fknowledged the said instrument to be-the free.and voluntary act and deed of
said corporation for the uses and purposes therein mentioned, ‘and on oath stated that hefshe is
authorized to execute the said instrument on behalf of said corporatlon

WITNESS MY HAND and official seal the day and year in this certlﬁcate flrst above written.

Mé“’ ‘)ffu, 1%:} “1/ 74/%7
No?y Pubh in and or the State of Washington, residing at:

7///1"'

My Commlssmn Eprres: AR PUBLIG
2-20-82007
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EXHIBIT "A"
DESCRIPTION OF LAND

/" + Exhibit,"A" to DEED OF TRUST AND ABSOLUTE ASSIGNMENT OF RENTS AND LEASES
AND SECURITY AGREEMENT (AND FIXTURE FILING) {"Deed of Trust") among H.I.E. BURLINGTON,
L.L.G.;-a Washington limited liability company as "Grantor”, FIRST AMERICAN TITLE COMPANY OF
SKAGIT-COUNTY as"Trustee", and BRIDGER COMMERCIAL FUNDING LLC, a Missouri limited liability
company as "Grantee"

1. Descnptlon of Land The Land referred to in this Deed of Trust is situated in Skagit County,
Washington and is” descr_ibed as follows:

PARCEL "A™

Lots 1, 2 and that portien of Let-3.of City of Burlington Short Plat 4-94, approved May 16, 1995 and
recorded May 24, 1995 in Book 11 of Short Plats, at pages 204 and 205, under Auditor's File No.
9505240069, being in a portlon of the Northeast 1/4 of Section 6, Township 34 North, Range 4 East,
W.M., described as follows:. .

Commencing at the Northeast comer of Lot4 of said Short Plat; thence North 88 degrees 58'18" West,
along the North line of said Lot 4, adistance of 239.06 feet to the TRUE POINT OF BEGINNING; thence
North 1°00'42" East,, a distance of 150.00.feef to the South right of way line of Andis Road, as shown on
said Short Plat: thence Narth 88°59'18" Waest, along the South right of way line of Andis Road, a distance
of 37.61 feet to the Northwest comer of said Lot.3; thence South 1°00'42" Wast, along the West line of
said Lot 3, a distance of 150.00 feet to the Southwest comer thereof; thence South 88°59'18" East, along
the South line of said Lot 3, a distance of 37:61.feet to the TRUE POINT OF BEGINNING.

PARCEL “B™

That portion of Lot 4 of City of Burlington Short Plat 4-94, approved May 16, 1995 and recorded May 24,
1995 in Book 11 of Short Plats, at pages 204 and 205; under Auditor's File No. 9505240062, being a
portion of the Northeast 1/4 of Section 6, Township 34 North, Range 4 East W.M., described as follows:

Commencing at the Northeast corner of said Lot 4, thence: North 88° 59 18" West, along the North line
thereof. a distance of 239.06 feet to the TRUE POINT OF BEGINNING; thence South 1°00'42" West, a
distance of 181.20 feet to the South line of said Lot 4; thence North-88°54'58" West, along the South line
thereof, a distance 315.57 feet to the Southwest corner of said Lot 4; thence North 0°01'24" West, along
the West line thereof, a distance of 63.45 feet to the Southwest comeriof Lot 1 of said Short Plat; thence
the following courses along the South lines of Lot 1 and Lot 2, of said Short Plat; thence South 82°24'41"
East, a distance of 7.40 feet; thence North 85°47'46" East, a distance of 78.55 feet; thence North
18°39'46" East, a distance of 49.90 feet; thence South 88°58'18". East, a distance of 40.28 feet; thence
South 88°59'18" East, a distance of 138.11 feet to the Southeast corner of said Lot 2; thence North
1°00'42" East, a distance of 63.52 feet to the Southwest corner of Lot 3 of said Shoﬂ Plat thence South
88°59'18" East, a distance of 37.61 feet to the TRUE POINT OF BEGINNING.
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EXHIBIT "B"

_ " This Exhibit "B" is attached to and forms a part of the Deed of Trust and Absolute Assignment of

Rents-and Leases and Security Agreement (and Fixture Filing} ("Deed of Trust") executed by H.LLE.
BURLINGTON,  L.L.C., a Washington limited liability company ("Grantor”) in favor of BRIDGER
COMMERCIAL FUNDING LLC, a Missouri limited liability company ("Grantee"}.

Grantor hereby covenants that for so long as the loan secured by the Deed of Trust (such loan,
as modified, amended or.extended, the "Loan") shall remain in existence and unpaid:

1. Grantor shall not own and will not own any asset or property other than (i) the Property and
(i} incidental persohal property necessary for the ownership or operation of the Properly, provided,
however, that notwithstanding any other provision of this Deed of Trust or any of the other Loan
Documents to the contrary, Grantee shall permit Grantor H.L.LE. BURLINGTON, L.L.C., a Washington
limited liability compariy (*Original Borrower") to retain title to that certain real property adjacent to the
Property commaonly referred to as Parcel # 23720 (“Adfacent Parcel’) from and after the recordation of
this Deed of Trust and during the term of the Loan, which Adjacent Parcel shall not be included as
collateral for the Loan or part of the property comprising the Property secured hereby, as long as Original
Borrower shall not (a) grant or permit-any liens against all or any portion of the Adjacent Parcel, (b)
construct any improvements on all orany portion of the Adjacent Parcel, or (c) lease to or permit any third
party to occupy all or any portion of the Adjacent Parcel. Original Borrower may transfer the Adjacent
Parcel to another person or entity, including an affiliate of QOriginal Borrower, and such successor owner
of the Adjacent Parcel shall be permitied to engage in any of the activities listed above in subsections (a),
{b) andfor {¢). The rights to own the Adjacent Parcel shall not be granted to any successor borrower
under the Loan pursuant to the Note. .

2. Grantor shall not incur any debt, secured or unsecured, direct or indirect, absolute or contingent
(including guaranteeing any obligation), other than the Loan.and trade debt incurred in the ordinary
course of Grantor's business and the managing member or general partner of Grantor shall not incur any
debt, secured or unsecured, direct or indirect, absoiute or: gontingent {including guaranteeing any
obligation}. .

3 Grantor shall not engage directly or indirectly in any business other than those necessary for the
ownership, management or operation of the Property and any business transactions with any member,
partner, owner of 50% or more of the outstanding shares'.of common stock of Grantor ("Beneficial
Owner”) or affiliate of Grantor or any affiliate of any member, partner or Beneficial Owner of Grantor shall
be entered into upan the terms and conditions that are intrinsically faif and substantially similar to those
that would be available on an arm's-length basis with third parties other than an affiliate of Grantor or any
member, pariner, Beneficial Owner or an affiliate of any member, par‘mer or, Bene’ﬁciai Owner of Grantor.

4. Grantor shall not make any foans or advances to any third party (mcludrng any affiliate of Grantor
ar any member, partner or Beneficial Owner or prrncrpai or an affiliate of any member, partner Beneficial
Owner or principal of Grantor) and shall not acquire obligations or securities of |ts afﬂhates

5. Grantor shall be solvent and pay its liabilities from its assets including salaries of any employees
as the same shall become due, and each managing member or general partner of Grantor shall be
solvent and pay its liabilities from its assets as the same shall become due. :

6. Grantor shall do all things necessary to observe organizational formalities and preserve rts
existence, and it will not amend, modify or otherwise change the articles of incorporation of the articles of
organization, as the case may be, and Grantor will not change its name, identity, the state under ‘which
Grantor is registered and/or crganized or Grantor's principal place of business (if different than the state: -
of organization) without the prior written consent of Grantee. If Grantor is a corporation, Grantor's Beard
of Directors will hold regular meetings, not less frequently than once every calendar quarter, to review the”.~
actions of the officers of Grantor and to authorize and approve (i) all fransactions outside the ordmary_.
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course “‘of Grantor's business that are incidental, necessary, suitable or convenient for the
accomphshment of the purposes of Grantor set forth in the articles of incorporation thereof, and (i) such
“othet transactions, agreements and actions of Grantor as the Board of Directors deems appropriate in
“conpection with its review and supervision of Grantor's actions.

7. g Granfor' shall conduct and operate its business as presently conducted and operated.

8. Grantor shaH maintain books and records, financial statements and bank accounts separate from
those of it affi 'nates mcludmg its members, general partners or Beneficial Owners.

9, Grantor shaH be and at all times shall hold itself cut to the public as, a legal entity separate and
distinct from any otter ‘entity (including any affiliate thereof, inciuding any member, general partner or
Beneficial Owner or any affiliaté of any member, general partner or Beneficial Owner of Grantor) AND/OR
shall correct any known misunderstanding regarding its status as a separate entity, shall conduct and
operate its business in its own name, shall not identify itself or any of its affiliates as a division or part of
the other and shall marntam and utllrze a separate telephone number and separate stationery, invoices
and checks. .

10.  Grantor shall estal:;'lishf-é'nd m'éiniéin an office through which its business shall be conducted
separate and apart from those of‘any of its_affiliates or, if it shares office space with its parent or any
affitiate, it shall allocate fairly and’ reasonably any overhead and expense for shared office space.

11. Grantor shall file its own tax returns

12, Grantor shall maintain adequate capltal for the normal obligations reasonably foresesable in a
business of its size and character and in light of its contemplated business operations.

13. Grantor shall not seek or consent to the dissolution or. winding up in whole or in part, of Grantor
nor shall Grantor permit the managing member or general partner of Grantor to consent to the dissolution
of liquidation in whole or in part of Grantor. in the event of & dissolution of Grantor effected by the
withdrawal or addition of a member or general partner, Grantor ‘'shall continue its axistence, unless the
members or partners unanimously vote to dissolve Grantdr. . In.the ‘event of any dissolution of Grantor,
Grantor shall not liquidate its interest in the Property without the prior wrltten consent of Grantee.

14. Grantor shall not commingle the funds and other assets of Grantor with those of any member,
general pariner or Beneficial Owner of Grantor, any affiliate of . a member general partner or Beneficial
Owner of Grantor or any other person. .

15. Grantor shail maintain its assets in such a manner that it will n_o':t be cosrly or-difficult to segregate,
ascertain or identify its individual asset or assets, as the case may-be, from.those of any affiliate or
constituent party, or any affiliate, member, partner or Beneficial Owner, or any othr'ar person

16. Grantor shall not pledge its assets and does not and will not hold |tsetf out to be responsrble for
the debts or obligations of any other person. .

17. Grantor hereby authorizes Grantee to file a financing statement, with-.-tir__-"without .Crantor's
signature, to perfect Grantee's lien and security interest in the Collateral and Fixtures’ as.describéd in the
Loan Documents (including any required continuation statements, amendment statements or other such
documents necessary to perfect and continue the lien) and Grantor hereby expressly ratrﬁes any
financing statements Grantee may have filed prior to the date of this Deed of Trust. ’
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