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DEED OF TRUS_CI:}UARDIAN NORTHWEST TITLE CO.
Alp2Y2(-3

DATE: December 2, 26_1'-1"':.

Reference # (if appllcab!e) Additional on page
Grantor(s): ;
1. LN Ship Harbor Inn Inc..{'

Grantee(s) -
1. PEOPLES BANK '
2. First American Title: Cc of Skaglt County. Trustee

Legal Description: Ptn. Lots 9- 16 21 and 22 "PLAT OF NORMAN & WOOD'S SUBDIVISION"
. = Additional on page 2

Assessor's Tax Parcel ID#: 3808—0?1){5-(}‘1"1'—,0605 {(P58116), 3808-000-012-0004 {P58117),
3808-000-014-0002 (P58118), '3808-000-016-0000 (P58119), 3808-000-020-0004
(P58120), 3808-000-022-0002 {P58121}

THIS DEED OF TRUST is dated December 2, 2011, among ‘LN Ship Harbor Inn Inc., who
acquired titel as LN Ship Harbor Inn, Inc., a Washington Corporation. whose address is 5316
Ferry Terminal Rd, Anacortes, WA 98221-4043 ("Grantor"); PEOPLES BANK, whose mailing
address is MOUNT VERNON OFFICE, 1801 RIVERSIDE DRIVE, MOUNT VERNON, WA 98273
{referred to below sometimes as "Lender” and sometimés as "Benafucuary ); and First American
Title Co. of Skagit County, whose mailing address is 1301- B Riuermde Drwe Mount Vernon,
WA 98273 {referred to below as "Trustee”). S L L
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< s DEED OF TRUST
" Loan No: 5038353-202 {Continued) Page 3

L foregomg, Grantor will not remove, or grant to any other party the right to remove, any timber, minerals (including
- DI| and gas} coal, clay, scoria, soil, gravel or rock products without Lender's prior written consent.

’Hemcwa! ot Improvemsnts. Grantor shall not demolish or remave any Improvements from the Real Property
withott Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require
Grantor to make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
'equal value;

Lender s nght to-Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
reasafible-times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
conipliante ~w|t'h the terms and conditions of this Deed of Trust.

Compliance .. with Gouvernmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliange’ by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwise use or occupy the Praperty in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmenta! authorities applicable to the use or occupaney of the Property, including without
limitation, the Americans-With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and withhold compliance during any proceeding, |nclud|ng appropriate appeals, so long as Grantor has
notified Lender, in writing prior_to doing so and so leng as, in Lender’s sole opinion, Lender’s interests in the
Property are not jeopardized..” Lender may require Grantor to post adequate security or a surety bond, reasonably
satisfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantdr agiees neither to abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to thosg-acts set. forth above in this section, which from the character and use of the Property are
reasohably necessary to protec‘t and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lerider may, at Lender's option, (A} declare immediately due and payable all
sums secured by this Deed of Trust or *(B) .increase the interest rate provided for in the Note or other decumeant
evidencing the Indebtedness and impose such other conditions as Lender deems appropriate, upan the sale or transfer,
without Lender’s prior written consent; of .all or any part of the Real Property, or any interest in the Real Property, A
"sale or transfer™ means the conveyance of'Reat Property or any right, title or interest in the Real Property; wheather
legal, beneficial or equitable; whether voluritary or involuntary; whether by outright sale, deed, installment sale contract,
land contract, contract for deed, leaséhold mterest with a term greater than three {3) years, lease-option contract, or by
sale, assignment, or transfer of any beneficial interest.in or to any land trust holding title to the Real Property, or by any
other method of conveyance of an intarést.in the Heal Property. |f any Grantor is & corporation, partnership or limited
liability company, transfer also includes any chahge;in ownership of more than twenty-five percent (25%) of the voting
stock, partnership interests or limited liability company interests, as the case may be, of such Grantor. However, this
option shall not be exercised by Lender if such éxércise’is pfohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions relatlng ‘to the taxes and liens on the Property are part of this Deed of
Trust:

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

Right to Contest. Grantor may withhold payment of ar'fy tax, ass__e'ssjhent, or claim in connection with a good faith
dispute over the obligation to pay, so long as Lender's interest.in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen (15).-days after the lien arises or, if a lien is filed,
within fifteen {15) days after Grantor has notice of the filing, secure. thi discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety borid or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attomeys fees, or other charges that could accrue as a
result of a foreclosure or sale under the lien. In any contest,. Grantor shall defend itself and Lender and shail
satisfy any adverse judgment before enforcement against the Property, Grantor shall name Lender as an additional
obligee undsr any suraty bond furnished in the contest procesdings: ;

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfat:tarv"e\kidénce of payment of the taxes
or assessments and shall authorize the appropriate governmental official to deliver tg Lendar at any time a written
statement of the taxes and assessments against the Property. S i

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work is commanced, any
services are furnished, or any materials are supplied to the Property, if any mechamc ‘s lier, materialmen's lien, or
other lien could be asserted on account of the work, services, or materials, "Grantor wnll upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can. and will pay the gost of such
improvements.

PROPERTY DAMAGE INSURANCE. The following pravisions relating to insuring the Propertv are a part of this Deed of
Trust,

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance w'lth Standard extendad
covarage endorsements on a replacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and w1th a dard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general liability i |nsuranee in such
coverage amounts as Lender may request with Trustee and Lender being named as additional msureds in such
liability insurance policies. Additionally, Grantor shall maintain such other insurance, including, But-not limited to
hazard, business interruption, and boller insurance, as Lender may reasonably require. Policieg shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender and issued by a company .or companias
reasonebly acceptable to Lender. Grantor, upon request ot Lender, will deliver to Lender from Jdime-to, time ‘the
policies or certificates of insurance in form satisfactory to Lender, including stipulations that caverages will not be
cancelled or diminished without at least thirty (30) days prior written notice to Lender. Each insurance policy also’
shall include an endorsement providing that coverage in favor of Lender will not be impaired in any way by any act, |
omission or default of Grantor or any other person. Should the Real Property be located in an area designated by
the Director of the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees to
obtain and maintain Federal Flood Insurance, it available, within 45 days after notice is given by Lender that the -
Property is located in a special flood hazard area, for the full unpaid principal balance of the loan and any prior Ilens.-" =
on the property securing the loan, up to the maxirmum policy limits set under the National Flood Insurance Prograrn A
or as otherwise required by Lender, and to maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen {15} days of the casualty. Whether or not Lender's

LT

Skagit County Audltor
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DEED OF TRUST
___I_.o%f.tn __No: 5038353-202 (Continued) Page 5

: SEGUHITY AGREEMENT FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a
seeurlty agreement are a part of this Deed of Trust:

. 'Securlty Agreemant This instrument shail constitute a Security Agreement to the extent any of the Property
canstitutesfixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
as amended: from time to time.

Security Interést. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect
and.contifiug’Lender’'s security interest in the Rents and Personal Property. |n addition to recording this Deed of
Trust in the real Pproperty records, Lender may, at any time and without further authorization from Grantor, file
executed cownterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall
reimburse. Lender for alt expenses incurred in perfecting or continuing this security interest. Upon default, Grantor
shall not rermove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble
any Personal Property not affixed to the Property in 8 manner and at a place reasonably convenient to Grantor and
Lender and make it available to Lender within three {3} days after receipt of written demand from Lender to the
extent permitted by appr cable law.

Addresses. The iailing addresses of Grantor (debtor} and Lender (secured party} from which information
concerning the secunty interest: granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Code) are as stated an the first page of this Deed of Trust.

FURTHER ASSURANCES; A,TTORNEY-IN—FACT. The following provisions relating to further assurances and
attorney-in-fact are a part of this Deed 0f Trust:

Further Assurances. At am,r tlme, &nd’ from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be‘made, executed or deliverad, to Lender or to Lender’s designee, and when requested by
Lender, cause to be filed, ‘recorded, refiled, or rerecarded, as the case may be, at such times and in such offices

and places as Lender may.déem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and
other documents as may, in the 5ole oplnlon of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1} Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and (2} the liens and security interests created by this Deed of Trust as first and prior lisns on the
Property, whether now owned or“hereafter” acqutred by Grantor. Unless prohibited by law or Lender agrees to the
contrary in writing, Grantor shall retmburse Lender for all costs and expenses incurred in connection with the
matters referred 1o in this paragraphi. ;

Attorney in-Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and daing all
other things as may be necessary or desurabte, ln Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph.

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
imposed upon Grantor under this Deed of Trust,".leénder shall execute and deliver to Trustee a request for full
reconveyance and shall execute and deliver to Grantot.suitable statements of termination of any financing statement on
file evidencing Lender’s security interest in the Rents and the PersonaLPrepertv Any recanveyance fee shall be paid by
Grantor, if permitted by applicable law. The grantee in any reconveyance may be described as the "person or persons
legaily entitled thersto”, and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts.

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

Payment Default. Grantor fails to make any payment when due uride'r the Indebtedness

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

Compfiance Default. Failure to comply with any other term, o bllgatlon, covenant or condmon contained in this
Deed of Trust, the Note or in any of the Related Docurnents. ER :

Default on Other Payments. Failure of Grantor within the time required by th|s Deed of’ Trust to make any payment
for taxes or insurance, or any ather payment necessary to prevent filing of or to effect dlscharge of any lien.

False Statements. Any warranty, representation or statement made or-furnished to Lender by Grantor or on
Grantor’s behalf under this Deed of Trust or the Related Documents is false“or-misledding in any material respsct,
either now or at tha time made or furnished or becomes false or misleading at any. tlme thereafter

Defective Collateralization. This Deed of Trust or any of the Relatad Documents eases to be in full force and
effect (including failure of any collateral dacument to create a valid and perfeeted secunty mterest or lien) at any
time and for any reason. 8 8

Insolvency. The dissolution or termination of Grantor's existence as a going busmes's the lnsolvency of Grantar,
the appointment of a receiver for any part of Grantor's property, any assignment for the.benefit 6f creditors, any
type of creditor workout, or the commencement of any proceeding under any bankruptcy or |nsolvencv Iaws by or
against Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedlngs, -whether bv judicial
proceeding, self-help, repossession or any other method, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of any of Grantor 'S accounts,
including deposit accounts, with Lender. However, this Event of Default shall not apply if thére is'a gaod faith
dispute by Grantor as to the validity or reasonableness of the claim which is the basis of the credltor or forfeiture
proceeding and if Grantor gives Lender written notice of the creditor or forfeiture proceeding anid deposits, with |
Lender monies or a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in |ts" :
sole discretion, as being an adequate reserve or bond for the disputs.

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

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, endorser, suret\'j," :
or accommodation party of any of the Indebtedness or any guarantor, endarser, surety, or accommodation party’
dies or becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the

lndEbtedness
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DEED OF TRUST
" Loan No: 5038353-202 {Continued) Page 7

£ fe’féclﬁse by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either case in
b .-""accordance with and to the full extent provided by applicable law.

K_“Succassor “Trustes. Lender, at Lender's option, may from time to time appoint a successor Trustee to any Trustee
apppinted ‘unter this Deed of Trust by an instrument executed and acknowledged by Lender and recarded in the
office of the recorder of Skagit County, State of Washington, The instrument shall contain, in addition to all other
matters reqjijir‘ed by state law, the names of the original Lender, Trustee, and Grantor, the book and page or the
Additor's.File’ Number where this Deed of Trust is recerded, and the name and address of the successor trustee,
and"the instrument shall be executed and acknowledged by Lender or its successors in interest. The successor
trustes,. witheUt cohveyance of the Property, shall succeed to gll the title, powar, and duties conferred upon the
Trustee in this Deed’ of Trust and by applicable law. This procedure for substitution of Trustee shall govern to the
exclusion’ of all other prOwsaons for substitution.

NOTICES. Subject to Applicable law, and except for notice required or allowed by law to be given in another manner,
any notice required 1o be-given under this Deed of Trust, including without limitation any notice of default and any
notice of sale shall ber-given-in. writing, and shall be effective when actually delivered, when actually received by
telefacsimile {unless.otherwise ‘required by law), when deposited with a nationally recognized overnight courier, or, if
mailed, when deposited in'the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addresses showri near theé beginining of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien which has priority over.this<Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of Trust. Any party may change its address for notices under this Deed of Trust by giving faormal written
notice to the other parties; spatifying that the purpose of the notice is to change the party's address. For notice
purposes, Grantor agrees ‘to keep'Lender_ifformed at all times of Grantor's current address. Subject to applicable law,
and except for notice required or allowed by law to be given in another manner, if there is more than one Grantor, any
notice given by Lender to any Grantor is deemed to be notice given to all Grantors.

MISCELLANECUS PROVISIONS-, The followmg,n:usceIlaneous provisions are a part of this Deed of Trust:

Amendments. This Deed of Jrust, together' with any Related Documents, constitutes the entire understanding and
agreement of the parties as t6 the rratters set forth in this Deed of Trust. No alteration of or amendment to this
Deed of Trust shall be effective unless’ gwen |n wrltlng and signed by the party or parties sought to be charged or
bound by the alteration or amendment

Annual Reports. |f the Property is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request, a certified statement of net operating income recaived from the Property during Grantor's
previous fiscal year in such form and detail a8 Lender shall require. "Net operating income” shall mean all cash
receipts from the Property less all cash expendltures made in connection with the operation of the Property.

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

Merger. There shall be no merger of the intérest or estate created by this Deed of Trust with any other interest or
estate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender. 2 :

Governing Law. This Deed of Trust will be govsrned by f‘adér__a‘l'law applicable to Lendsr and, to the extent not
preemptad by foderal law, the laws of the State of Washington without regard to its conflicts of law provisions.
This Deed of Trust has been accepted by Lender in the St'ate' of Washingten.

Choice of Venue. [f there is a lawsuit, Grantor agrees upon Lender s request to submit to the jurisdiction of the
courts of SKAGIT County, State of Washington. o

No Waiver by Lender. Lender shall not be deemed to have walved any r|ghts under this Deed of Trust uniess such
waiver is given in writing and signed by Lender. No delay or omission ‘on the:part of Lender in exercising any right
shall operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender's right otherwise tg demand strict compliance with that
provision or any other provision of this Deed of Trust. No prior waiver' by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any of ‘Lender's rights or of any of Grantor's obligations
as to any future transactions. Whenever the consent of Lender is required under thls Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute continuing gonsent 1o subsequent instances where
such consent is required and in all cases such consent may be granted or wnthheld in:the soie discretion of Lender.

Severability. If a court of competent jurisdiction finds any provision of thIS Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the “offending’ provision illegal, invafid, or
unenforceable as to any other gircumstance. If feasible, the offending provision shali: be considered maodified so
that it becomes legal, valid and enforceable. If the offending provision™cannot beso medified, it shall be
considered deleted from this Deed of Trust. Unless otherwise required by law,: ‘the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affect the Iegalltv, valldlty or enforceablllty of any
other provision of this Deed of Trust. :

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of. Grantor s interest,
this Deed of Trust shall be binding upon and inure to the benefit of the parties, thair successors and assigns. If
ownership of the Property becomes vested in a person other than Grantor, Lender, without: higtice 1o Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness-by.way bf forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtadness

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

Waive Jury. All parties to this Deed of Trust hereby waive the right to_any i/
counterclaim brought by any party against any other party. (Initial Here

aﬂv:‘é'ctio‘n.»-]‘:iroc_eeding. ot

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
exernption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust. °

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in thlS Deed of
Trust. Unless specifically stated to the contrary, all references to doliar amounts shall mean amounts in lawful money: .
of the Unitad States of America. Words and terms used in the singular shall include the plural, and the: plural” shall
include the smgular, as the context may require, Words and terms not otherwise defined in this Deed of Trust shall 2
have the meanings attributed to such terms in the Uniform Commercial Code:

Beneficiary. The word "Beneficiary” means PEOPLES BANK, and its successors and assigns.

Borrower. The word "Barrower” means LN Ship Harbor Inn Inc. and includes all co-signers and co-makers sngmng"
the Note and all their successors and assigns.

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, and g

R
R
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e DEED OF TRUST
"7 Loan No: 5038353-202 (Continued) Page 9

REQUEST FOR FULL RECONVEYANCE

'T._I'o;." A , Trustee

The undermgned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby
requested, upon;payment of all sums owing to you, to reconvey without warranty, to the persons entitled thereto, the
right;; title and mterest now held by you under the Deed of Trust,

Date: -, = 0 T Beneficiary:
s By:
Its:
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