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DATE: May 18, 2005
Reference # (if apphcable) ARLI—XX2582IORDER NO. 84724 Additional on page ____

Grantor(s):
1. BAG INVESTMENTS LLC

Grantee(s}
1. Frontier Bank '
2. FIRST AMERICAN T ITLE COMPANY OF SKAGIT CCUNTY , Trustee

Legal Description: LOT 10 OF BINDING SITE PLAN NO. Sw-01-93

"SUNSET INDUSTRIAL PARK"
Additional on page 2

Assessor's Tax Parcel 1D#: 8003—000’;,01@6009 P105295

THIS DEED OF TRUST is dated May 18, 2005, ‘among BAG INVESTMENTS LLC, whose
address is 304 W. LILA LANE , BURLINGTON , WA~ 98233 ("Grantor"); Frontier Bank, whose
mailing address is Arlington, 525 North Olympic. Avenue, P.O. Box 278, Arlington, WA 98223
(referred to below sometimes as "Lender" and sometimes as "Beneficiary”); and FIRST
AMERICAN TITLE COMPANY OF SKAGIT COUNTY.; whose mailing address is 1301-B
RIVERSIDE DRIVE, MOUNT VERNON, WA 98273 (referred-to-below as "Trustee").
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‘CONVEYANCE AND GRANT. For vaiuable consideration, Grantor conveys 1o Truslee in trust with power of sale, right
. of.entry and. possesslon and for the benefit of Lender as Beneficlary, alt of Grantor's right, title, and interest in and 1o the
following ‘described real property, together with all existing or subsequenlly erected or affixed buildings, improvements and
fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights {including stock in utilifies
wilh: difch o irrigation rights); and all other rights, royalties, and Praﬂts relating to the real property, including without limitation
all minerals, oll, gas, geothermal and similar matters, {the "Real Property”) located in SKAGIT County,

State of Washmgtow

LOT 10, OF "BINDING SITE PLAN NO. SW-01-93, "SUNSET INDUSTRIAL PARK"
RECORDED IN VOLUME 11 OF SHORT PLATS, PAGES 83 AND 84, UNDER AUDITOR’S
FILE NO. 9_.406__100051 RECORDS OF SKAGIT COUNTY, WASHINGTON; BEING A
PORTION OF. THE ' SOUTHWEST 1/4 OF THE SOUTHEAST 1/4 OF SECTION 23,
TOWNSHIP -35- NORTH, RANGE 4 EAST, W.M., AND TRACTS 14 AND 15, "SEDRO
ACREAGE", AS PER PLAT RECORDED IN VOLUME 3 OF PLATS, PAGE 35, RECORDS OF
SKAGIT COUNTY,’ WASHINGTON,

TOGETHER WITH APPURTENANT NON-EXCLUSIVE EASEMENTS FOR INGRESS,
EGRESS AND UTILITES, AS. SHOWN ON THE FACE OF SAID BINDING SITE PLAN

The Real Property or its - address is commonly known as 631 SUNSET PARK DR., SEDRO
WOOLLEY, WA 98284 The Real Property tax identification number is 8003-000-010-0009
P105295

Grantor hereby assigns as security to Lende[,:"all of Grantor’s right, litle, and interest in and to all leases, Rents, and profits of
the Property. This assignmant is recorded in accordance with RCW 65.08.070; the lien crealed by this assignment is intended
to be specific, perfected and choate upon the recordmg‘ of this Deed of Trust. Lender grants to Grantor a license to callact
the Rents and profits, which license may be’ revoked at Lender’s option and shall be automatically reveked upon acceleration
of all or part of the Indebtedness,

THIS DEED OF TRUST, INCLUDING THE ASSIGHMENT ‘OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PHOPERTY IS GIVEN TO . SECURE- (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST, iNCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN
THE RENTS AND PERSONAL PROPERTY, IS ALSO GIVEN TO SECURE ANY AND ALL OF GRANTOR’S OBLIGATIONS
UNDER THAT CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN GRANTOR AND LENDER OF EVEN DATE
HEREWITH. ANY EVENT OF DEFAULT UNDER THE CONSTRUCTION LOAN AGREEMENT, OR ANY OF THE RELATED
DOCUMENTS REFERRED TO THEREIN, SHALL ALSO BE AN EVENT OF DEFAULT UNDER THIS DEED OF TRUST.
THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOILOWING TERMS:

PAYMENT AND PERFORMANCE. Except as otherwise provided. in this'Deed of Trust, Grantor shall pay fo Lender all
amounts secured by this Deed of Trust as they become due, and.shall strictly and in a timely manner perform all of Grantor's
obligations under the Note, this Deed of Trust, and the Related Documenls. -

CONSTRUCTION MORTGAGE. This Deed of Trust is a “construchcn mortgage” for the purposes of Sections 9-334 and
2A-3089 of the Uniform Commercial Code, as those sections havebgen, adopled by the State of Washington,

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantors possession and use of the Properly
shall be governad by the following provisions:

Possession and Use. Unfil the occurrence of an Event of Default, Granlor may (1) remain in possession and cantrol of
the Property: (2) use, operate or manage the Property; and (3) coliect the Rénts fram the Property (this privilege is a
license from Lender to Grantor automatically reveked upon defauit) .The followifig provisions relate to the use of the
Property or to other limitations on the Property. The Real Property is nol ised principally for agricultural purposes.

Duly to Maintain. Grantor shall maintain the Property in tenantable condltlon and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value.

Nuisance, Wasle. Grantor shall not cause, conduct or permit any nuisance nor commft psrmlt or suffer any stripping of
or waste on or to the Property or any portion of the Property, Without limiting the generality of the foragoing, Grantor will
not remove, or grant to any other parly the right to removs, any timber, minerals (lncludlng oil and gas)}, coal, clay,
scaria, sail, gravel or rock products without Lender’s prior written consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvements from. the Heal Property without
Lender’s prior writlen consent. As a condilion to the removal of any Improvements, Lerider miay.requirs. Grantor to make
arrangements saftisfactory fo Lender fo repiace such Improvemenis with improvements’ of at least eglal value,

Lender's Right to Enler. Lender and Lender's agents and representatives may enler upon-the: Real Property at all
reasonabie times o attend to Lender's intevests and to inspect the Real Property for purposes of Grantors compliance
with the terms and conditions of this Deed of Trust. i

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause cornpllance
by all agents, tenants or other persons or entities of every nature whatsoever who rant, lease or olhierwise-Use of eccupy
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect; of all govemmental
authorities applicable to the use or occupancy of the Property, including without limitation, the Americdns With Disabilities
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during. any
proceeding, including appropriate appsals, so long as Grantor has notified Lender in writing prior to. dUlng so:and 50
lang as, in Lender's sole opinion, Lender's interests in the Property are not jeopardized. Lender may require Grantor to-'n.__

post adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lender's inferest.

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

Construction Loan. If some or all of the proceeds of the loan creating the Indebtadness are to be used to conslrucl of

complete consiruction of any Improvements on the Property, the Improvements shall be completed no later thaf the™
maturity date of the Nols (or such earlier date as Lender may reasonably sstablish) and Granlor shall pay in full all costs
and expenses in connection with the work. Lender will disburse loan proceeds under such terms and conditions as =
Lender may deem reasonably necessary fo insure that the interest created by this Deed of Trust shall have priority over .~
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'_:.a1l:;pd§sible liens, including those of material suppliers and workmen. Lender may require, among other things, that
" disbursement requests be supported by receipted bills, axpense affidavits, waivers of liens, cansiruction progress
~~repoits, dnd such other documentation as Lender may reasonably request.

DUE ONSALE -~ CONSENT BY LENDER. lender may, at Lender's option, (A} declare immediately due and payable all
sums sécured by this Deed of Trust or (B) increase the interest rale provided for in the Note or other document evidencing
the Indebtedness and impose such other conditions as Lender deams appropriate, upon the sale or transfer, withoul tender's
prior, written consgnt, of all or any part of the Real Property, or any interest in the Real Property. A "sale or transfer” means the
conveyance of Real Property or any right, fitle or interest in the Real Property; whether legal, beneficial or equitable; whether
voluntary. or.irvolurtary; whether by oulright sale, deed, installment sale contract, land contract, contract for deed, leasshold
interest with a térm.greater than three (3) years, lease-option coniract, or by sale, assignment, or transfer of any beneficial
interest in or-to any landirist holding fitle 1o the Real Property, or by any other method of conveyance of an interest in the
Real Property,~If any ‘Graritor.is a corporalion, partnership or limited tiabfity company, transfer aiso includes any change in
ownership of more than twanty-five percent (25%) of the veting stock, partnership interests or limited liability company
interests, as the case may be, of such Grantor. However, this aption shall not be exercised by Lender if such exercise is
prohlblted by federal law or by Washlngton law.

TAXES AND LIENS, The followmg prowsmns relaling to the taxes and liens on the Property are part of this Deed of Trust:

Payment. Granlor shall pay when dus (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water arid sewer), fines and impositions levied against or on account of the Property, and shall pay
when due all claims for-‘work dome on or for services rendered or material furnished to the Propery. Grantor shall
maintain the Property-iree of all liens-having priority over or equal 1o the interast of Lender under this Deed of Trust,
excepl for the lien of taxes and assessmants not due and except as otherwise providad in this Deed of Trust.

Right fo Contest. Grantor inay withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obiigation to pay, sd'long as Lender's interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpaymeit, Grantor shéll-within fifteen {15) days after the lien arises or, if a lien is filed, within fifteen
(158) days after Grantor has nolice’ of the filing, secure the discharge of the lien, or if requesied by Lender, deposit with
Lender cash or a sufficient corporate surety bond or offer securily satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and aftorneys' fees, or other charges that could accrue as a result of a foreclosura or
sale under the lien. In any contest Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. Grantur shaH name Lender as an additional obligee under any surety bond furnished
in the contest proceedings.

Evidence of Payment. Grantar shall upcn demand furnish to Lender salisfactory evidence of paymant of the taxes or
assessments and shall authorize the appropriate governmental official to deliver o Lender at any time a written statement
of the taxes and assessments against the Property ’

Notice of Construction. Grantor shall notlfy Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any malerials are siipplied 1o the Property, if any mechanic’s lien, materialmen’s lien, or other
lien could be asserted on account of the work, services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances satisfactory to Lend'er that Grantor can and will pay the cost of such improvements,

PROPERTY DAMAGE INSURANCE. The following prowsmns relatmg to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and mamtam pohaes of fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurablg value covering all Improvemants on the Real
Property In an amount sufficient to avoid application of any coinsurance clause, and with a standard morlgages clauss in
favor of Lender. Grantor shall also procure and maintain.comprehensive general liability insurance in such coverage
amounts as Lender may request with Trustee and Lender being named as additional insureds in such liability insurance
policias. Additionally, Grantor shall maintain such other insurance, -incliding but not limited to hazard, business
interruption, and boiler insurance, as Lender may reasonably require. Policies shall be written in form, amounls,
coverages and basis reasonably accepiable o Lender and issued by.a company br companies reasonably acceplable lo
Lender. Grantor, upon request of Lender, will deliver to Landar from:fime to time the policies or certificates of insurance
in form salisfactory 1o Lender, including stipulations that coverages: willnet be: cangelled or diminished without at least
thirty (30) days prior written notice to Lender. Each insurance policy-alsg shall-ifciude_an endorsement providing that
coverage In favor of Lender will not be impalced in any way by any act, omiissiori “or defaull of Grantor or any other
person. Should the Real Property be localed in an area designated by the Direclor of the Federal Emergency
Management Agency as a special flood hazard area, Grantor agrees to obtain and maintain Federal Flood Insurancs, if
available, within 45 days after nolice is given by Lender that the Property is located in a spemal flood hazard area, for the
full unpaid principal balance of the loan and any prior liens on the praperty secixing the loan, p to the maximum palicy
limits set under the National Flood insurance Program, or as otherwise required: by Lender and to maintain such
insurance for the ferm of the loan.

Application of Proceeds., Grantar shall promptly notity Lender of any loss ar dame.ge ta the. Praparty Lender may
make proot of loss if Grantor fails to do so within fiteen (15) days of the casualty. ‘Whether or not Lender’s security is
impaired, Lender may, at Lender's slection, recaive and retain the proceeds of any insurancé and appiy the proceeds to
the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoralion.ard repair of the
Property. If Lender elects to apply the proceeds fo restoration and repair, Grantor shall repair or:fepidce’the damaged or
destroyed Improvemenis in a masnner satisfactory to Lender. Lender shall, upon satisfactory; proof ‘of-such expenditurs,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoralion if Graritor is'nct in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after‘their receipt and which
Lender has not commilied to the repair or restoration of the Property shall be used first to pay any amount owing o
Lender under this Deaed of Trust, then to pay accrued interest, and the remainder, if any, shall be appliad.to the'principal
balance of the Indebledness. If Lender holds any proceeds after payment in full of the Indebledness, such proceeds
shall be paid without interest to Grantor as Grantor’s interests may appear.

Grantor’s Report on insurance. Upon request of Lender, howaver not more than once a year, Granior shall furmsh to

Lender & report an each existing policy of insurance showing: (1) the name of the insurer; {2) the risks insured; (3),.-__
the amount of the policy; (4) tha property insured, the then current replacement value of such property,‘and the'manner
of determining thail value; and (5) the expiration dale of the policy. Grantor shall, upon request of Lender hava an ;

indepaendent appraiser satistactory to Lender determine the cash value replacement cost of the Property.

LENDER’S EXPENDITURES. If any action or proceedlng is commenced that would materially affect Lender’s lnterest in the
Property or if Granlor falls fo comply with any provision of this Dead of Trust or any Related Documents, including but/not- |
limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay under this Dead -
of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to) take any action that Lénder”

deems appropriate, including but not limited to discharging or paying all taxes, llans, security interests, sncumbrances: and
other claims, at any time levied or placed an the Property and paylng all costs for insuring, maintaining and preserving the

Property. All such expenditures incurred or paid by Lender for such purposes will then bear interest at the rate charged

T

Skagit County Audltor
§/23/2005 Page 3 of 8 9:31AM




DEED OF TRUST
{Continued) Page 4

under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such expensses will become
A part_of the Indebtedness and, at Lendar’s option, will {(A) be payable on demand; (B} be added to the balance of the
- Noteang be apportioned among and be payable with any installment payments to bacome due during either (1) the term of
-any applicable-insurance policy; or (2) the remaining lerm of the Note; or (C) be freated as a balloon payment which will be
due ang payable &t the Note’s maturity. The Deed of Trust also will secure payment of these amounts. Such right shall be in
addﬂlon to all olher rights and remedies to which Lender may be entitled upon Default.

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

TIlIe Granlor warrants that: (a} Grantor holds good and marketable title of record to the Property in fee simple, free
and clear of. dll liensand encumbrances other than those set forth in the Real Property description or in any title
insurance policy; title report, or final title cpinion issued in favor of, and accepted by, Lender in connection with this Deed
of Trust;-and (b) Grantorhas the full right, power, and authoerity to execute and deliver this Deed of Trust lo Lender.

Defense of Title. Siibject to the exception in the paragraph above, Granter warranis and will forever defend the fitle to
the Property against the lawful claims of all persons. in the event any action or proceeding is commenced that questions
Granfor’s tifle or'theinterest-of Trustee or Lender under this Deed of Trust, Grantor shall defend the action al Grantor's
expense. Grantar may “pe the:nominal party in such proceeding, but Lender shall be enfitied to participale in the
proceeding and to be representéd in the proceeding by counsal of Lender's own choice, and Grantor will deliver, or
cause to be delivered, to Lender such instruments as Lender may request from time lo time to permit such participation.

Compliance With Laws. Gr’énlor Warrants that the Property and Grantor's use of the Property complies with all existing
applicable laws, ordmances. angd, regulahons of governmental authorities.

Survival of Representa‘llons and Warranties. All representations, warranties, and agresments made by Grantor in this
Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be conlinuing in nature, and shall
remain in full force and efiect’ unhl such hma as Granior's tndebtedness shall be paid in full.

CONDEMNATION. The followmg prows:ons relatmg fo condemnation procsedings are a part of this Deed of Trust:

Proceedings. If any proceedlng in: condemnatlon is fited, Grantor shall promptly notify Lender in writing, and Grantor
shall promplly take such steps as‘may be necessary to defend the action and ablain the award. Grantor may be the
nominal party in such proceeding; biut Lendeér shali'be entitied to participate in the proceeding and to ba represented in
the praceeding by counsel of its owrn-choice all gt Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender such instruments and documentahon as may be requested by Lender from time fo lime to permit such
participation.

Application of Net Proceeds. if all or any, part of the Proparty is condemned by eminent domain proceedings or by any
proceeding or purchase in lisu of condemnation; Lenider may at its election require that all or any portion of the net
proceeds of the award be applied to the Indebtedness or the repair or restoration of the Properly. The net proceeds of
the award shall mean the award after paymerit of all reasonabls costs, expenses, and attorneys’ fees incurred by Truslee
or Lender in connection with the condemnation:

IMPOSITION OF TAXES, FEES AND CHARGES BYGéVEHNMENTA_L_ AUTHORITIES. The following provisions relating to
governmental taxes, fees and charges are a part of this Doed of Trust:” -

Current Taxes, Fees and Charges. Upon request by Lendsr, Grantor shall execute such documents in addition to this
Deed of Trust and take whatever other action is raquested by-Lender t¢ perfect and confinue Lender’s iien on the Real
Property. Grantor shall reimburse Lender for all taxes, as described below, fogether with all expenses incurred in
recording, perfecting or continuing this Deed of Trust, including W|thout limitation all taxes, fees, documentary stamps,
and other charges for recording or registering this Deed of Trust.:

Taxes. The following shall constilute faxes to which this section’ applles (1) -a specific tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness secured by this:Dead of Trust: (2) a specific tax on Grantor which
Granter is authorized or required to deduct from payments on the: Indebledness:secured by this type of Deed of Trust;
(3} atax on this type of Dead of Trust chargeable against the Lender or the holder of the Note; and (4} a specific tax
on all or any portion of the Indebtedness or on payments of principal &nd |nterest made by Grantor.

Subsequent Taxes. If any tax to which this section applies is enacted subsequenl 1o'the date of this Deed of Trust, this
evant shall have the same effect as an Event of Defaull, and Lender may exercise-any.or.all of its available remedies for
an Event of Default as provided below unless Grantor either (1) pays the tax before il becomes delinquent, or (2)
contests the tax as provided above in the Taxes and Liens seclion and deposns w:th Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following prowsmns relatmg to tl'us Deed of Trust as a security
agreament are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement to the axtent any of the Property constitutes
fixtures, and Lender shall have all of the rights of & secured party under the Uniform Commermal Code as amended from
time to time.

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect and
continue Lender’s security interest in the Rents and Personal Property. In addition to recording this Deed of Trust in the
real proparty records, Lender may, al any time and without further authorization from Grantor,.fils.exectiled counterparts,
copies or reproductions of this Deed of Trust as a financing statement. Grantor shall reimbiurse Lender for all expenses
incurred in perfecting or continuing this security interest. Upon default, Granlor shall not rémove; séver.or detach the
Personal Property from the Property. Upon default, Grantor shall assemble any Personal Properdy-not affixed to the
Property in & manner and at a place reasonably canvenient to Grantor and Lender and make it avanable to Lender mthm
thres (3) days after receipt of written demand from Lender to the extent permitted by applicable law. .~

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) from which mformatmn concermng
the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform Commerctal Code)
are as stated on the first page of this Deed of Trust. .

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assurances ahd ﬁfi
attorney-in—fact are a part of this Dead of Trust: A

Further Assurances. At any time, and from time to tims, 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 requestsd’ byuu-"
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices apd
places as Lender may deem appropriale, any and all such morlgages, deeds of trust, securily deeds, securlly-:-'"
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and “other
documents as may, in the sole opinion of Lender, be necessary or desirable in order fo effectuate, complate, perfect,
continue, or preserve (1) Grantor’s obligations under the Nots, this Dead of Trust, and the Related Documents, and (2} - |
the liens and security interests created by this Dead of Trusl as first and prior liens on the Property, whether now owned =~
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‘ '_:nr:'heféaﬂar acquired by Grantor. Uniless prohibited by law or Lender agrees to the conlrary in writing, Grantor shall
< reimburse Lender for all cosls and expenses incured in connection with the matters referred to in this paragraph.

’ Aﬂorney—ln-Facl If Grantor fails 1o do any of the things referred to in the preceding paragraph, Lender may do so for
gndin the-name of Grantor and at Grantor's expense. For such purposes, Grantor heraby irrevocably appeints Lender
-as'Grantor's altorney—in—fact for the purpose of making, executing, delivering, filing, recording, and doing all other things
:as may be’ necessary or desirable, in Lender's sole opinion, to accomplish the matters referred 16 in the preceding
:paragraph

FULL PEHFORMANCE If Granior pays all the Indebtedness when due, and otherwise performs all the obligalions imposed
upon Grantor under this Deed of Trust, Lender shall exacute and deliver to Trustee a request for full reconveyance and shall
exacule and deliver-to Grantor suitable statements of termination of any financing statement on file evidencing Lender’s
security interest-in-the Rents and the Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The'grantee in any reconveyance may be described as the "person or persons legally entitied thereto”, and
the recitals in the reconveyance of any matters or facts shall be conclusive proof of the fruthfulness of any such matters or
facts.

EVENTS OF DEFAULT. Each of the followmg, at Lender's opfion, shail constitute an Event of Default under this Deed of
Trust:

Payment DefauH. Granlor falls lo ‘make any payment when duse under the Indebtedness.

Other Defaults. Grantor falls to comply with or to perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in any of-the Relaled Documents or to comply with or to perform any term, cbligation, covenant or
candition contained irany athar agreement between Lender and Granior.

Compliance Defauit. Faﬂura to comply Wwith any ather term, obligation, covenant ar condition contained in this Deed of
Trust, the Note or in any of the Related Documents,

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

Default in Favor of Third Panles. Should Grantor default under any loan, extansion of credit, security agreement,
purchase or saies agreement, or any other agreéemient, in favar of ary other creditor or person that may matsrially affect
any of Granlor's properly or Granlar's. ability lo.repay the Indebtedness or perform their respective obligations under this
Deed of Trust or any of the Related Documenls :

False Statements. Any warranty, representatlon or statement made or furnished to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related Documents is false or misleading in any material respect, either now or at
the time made or furnished or becomes false or mlsleadlng at any time thereafter.

Defective Collateralizatlon. This Deed of Trust or any of the Related Documents ceases to be in full force and effect
{including failure of any collateral document to creale a valid and perfected security interest or lien) at any time and for
any reason,

Death or Insolvency. The dissolution of Grantor’s {regardless of:whether election to continue is made), any member
withdraws from the limited liability company, or any other termination of Grantor’s exislence as a going businass or the
death of any member, the insolvency of Granlor, the appointment-of:a receiver for any part of Grantor's property, any
assignment for the benstit of creditors, any type of credilor workout ar ihe commengcement of any proceeding under any
bankrupfcy or insolvency laws by or against Grantor.,

Credlor or Forteitlure Proceedings. Cnmmencement of foreclos’ure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossessnon or any other method, -by-any créditor .of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes.a garnishmemt of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Detault shall-not-dpply if there is a good faith dispute by Grantor
as to the validity or reasonableness of the claim which is the basis of the creditor. or forfelture proceeding and if Grantor
gives Lender written nolice of the creditor or forfeiture proceeding and deposits with Lender monies or a surety bond for
the creditor or forfeiture proceeding, in an amount determined by: Lendar, i lts sole discretion, as being an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace peried provided therein, including without limitation any agreement
concerning any indebledness or other obligalion of Grantor to Lender, whether eixisting now or later,

Evenis Affecting Guaranior. Any of the preceding events occurs w1th respecl fo any_Guaranlor of any of the
Indebiedness or any Guaranfor dies or becormes incompetent, or revokes dr disputes the validity of, or liability under,
any Guaranty of the Indebtedness. In the event of a death, Lender, at its optlon may; but shall not be required to,
permit the Guarantor's eslate to assume unconditionally the obligations arising under ‘the guaranty in a manner
satistaclory to Lender, and, in doing so, cure any Event of Defauli. 3

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

Righit to Cure. If any default, other than a defaull in payment Is curable and if Grantor has riot been gnven a nolice of a
breach of the same provision of this Dead of Trust within the preceding twelve (12} months, it-may.: becurad if Grantor,
after receiving written notice from Lender demanding cure of such default: (1) cures the default'within ten {10} days; or
(2) If the cure requiras more than ten (10) days, immediately inifiates steps which Lender deems:in Lender's sole
discretion to be sufficient o cure the default and thereafter conlinues and completes all reasonable and necessary steps
sufficient to produce compliance as soon as reasonably practical,

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trusl at any tlrne lhereafter
Trustee or Lender may exercise any one or more of the following rights and remedies: ;

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and an

election to malke expenditures or to take action to perform an obligation of Grantor under this Deed-of Trust, aher,__

Grantor's failure to perform, shall not affect Lender’s right to declare a default and exercise its remedies, = -

Accelerate Indebtedness. Lender shall have the right at its option to daclare the entire Indebladness ammedlalaly due 5

and payabls, including any prepaymeant penalty which Granlor would be required to pay.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exercise its power of E N
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosurs, in etther-

case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the rights and rarnedles of
a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the Property_sf::'_..-: ;
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¢ & and-ollect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lender's

¢ ¢ costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the Property

~~to make payments of rent or use fees directly to Lender. if the Rents are collected by Lender, then Grantor irevocably

designates Lender as Grantor's attorney-in—fact to endorse instruments received in payment thereof in the name of

~Grantor and to negotiate the same and collect the proceeds. Payments by tenanls or ather users to Lender in response

i tg Lender's:damand shall satisfy the cbligations for which the payments are made, whether or not any proper grounds

- for the demari’d existed. Lender may exercise its rights under this subparagraph either in person, by agent, or through a
receiver. :

Appomi Recelver Lender shall have the right lo have a receiver appointed 1o take possession of all or any part of the
Property, with the power lo protect and preserve the Property, to operate the Proparty praceding or pending foreclosure
or sale, .and {o coilect the Renfs from the Propserly and apply the procseds, over and above the cost of the receivership,
against:the Indebtedness. The receiver may serve without bond if permitted by law. Lender's right to the appaintment
of a recaiver shall exist' Whether or not the apparent value of the Properly exceads the Indebledness by a substantial
amount. Employmenl by Lsndsr shall not disqualify a parson from serving as a receiver.

Tenancy al Suﬂerancs. If .Grantor remains in possession of the Property after the Property is sold as provided above or
Lender otherwise bécomes:entitied to possession of the Property upen default of Grantor, Grantor shall become a
tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's oplion, either (1) pay a
reasonable rental for the use"of the Property, or (2) vacate the Property immediately upon the demand of Lender,

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

Notice of Sale. Lender shall grve Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the time after which any private sale or other intended disposition of the Fersonal Property is to be made.
Reasonable notice shall mean netice given at least ten (10) days before the fime of the sale or disposition. Any sale of
the Personal Property may be made In conjunchon with any sale of the Real Property.

Sale of the Property. To the-extent permrtted by applicabie law, Grantor hereby waives any and all rights to have the
Property marshalled. In exercising jts rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Property together or separately, i’ one sale or by separale sales. Lender shall be entitled to bid at any public sale on all
or any portion of the Property, =

Afttorneys’ Fees; Expenses. If Lender mshtutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitled to recover such sum.as:the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. Whether or not any court actiop is involved, and to the extent not prohibited by law, all reascnable
expenses Lender incurs that in Lender's .opinion are necessary at any time for the protection of its interest or the
enforcement of its rights shall bescome a part:of the' Indebtedness payable on demand and shall bear interest at the Note
rate from the date of the expenditure unlif repaidi’ Expenses covered by this paragraph include, without limitalion,
however subject to any limils under applicablé law, Lender's altorneys’ fees and Lender's legal expenses, whether or not
there is a lawsuit, including attorneys' fees and ‘expenses for bankruptcy proceedings (including efforls to modify or
vacale any aulomatic stay or injunction), appedls,:and any anticipated post—judgrnent collection services, the cost of
searching records, obtalning title reports (including foreclosure, feports), survayors' reports, and appraisal fees, fitle
insurance, and fees for the Trustee, to the extent permitted by appircable law. Grantor also will pay any court cosls, in
addition to all other sums provided by law.

Rights of Trustee. Trustee shall have all of the rights and dutles of Lender as set ferth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The followmg prowsmns reiatlng to the powers and obligations of Trustee
(pursuant to Lender's instructions) are part of this Deed of Trust: J

Powers of Trustee. |n addition to all powers of Trustee ansnng s a matter of faw, Trustee shall have the power lo take
the following actions with respect lo the Properly upon the written request of Lender and Grantor: {a) join in preparing
and filing a map or plat of the Real Property, inciuding the dedicatios of streels or other rights to the public; {b) join in
granting any easement or creating any restriction on the Real Properly; and i(c) join in any subordinafion or other
agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligaticns to Notify. Trustee shall not be obligated to notify any olhsr party of'a pending sale under any ather frust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unlsss required by
applicabls law, or unless the action or proceading Is brought by Trustse. <

Trustee. Trustes shall mest all qualifications required for Truslee under appllcable law.; In addition to the rights and
remedies set forth above, with respect to all or ariy part of the Properly, the. Trustee shall have the right fo foreclose by
notice and sale, and Lender shali have the right to foreclose by judicial foreclosure |n etther cass in accordance wiih and
to the full extent provided by applicable law. ;

Successor Trustee. Lender, at L.ender’s oplion, may from time to time appoint a* successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument exacuted and acknowledged by Lender and recorded in the office
of the recorder of SKAGIT County, Stale of Washington, The instrument shall contain, in addmon te all other matlers
required by state law, the names of the original L.ender, Trustee, and Grantor, the baok dnd.page-or the Auditor's File
Number where this Deed of Trust is recorded, and the nams and address of the succéssor trustés,.and the instrument
shall be executed and acknowiedged by Lender or its successors in interesl. Tha successor Irustes, without conveyance
of the Property, shall succeed to all the title, power, and duties conferred upon the Trustes.in this.Degd of Frust and by
applicable law. This procedure for substitution of Trustee shall gavern lo the exclusian: of all other prowsrons for
substitution. R

NOTICES. Subjecl to applicable law, and excep! for notice required or allowed by law to be givensin another manner, any
notice required to be given under this Deed of Trust, including without limitation any notice of default and gny nolice. ot sale
shall be given in wriling, and shall be effeclive 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-deppsilad’in

the United Statas mail, as first class, certified or registerad mail postage prepaid, direcled lo the addressés shown nearthe
beginning of this Deed of Trust. All copies of notices of foraclosure from the holder of any lien which has® pnorlly 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 changeits
address for notices under this Dead of Trust by giving formal writlen notice to the other parties, specifying that the purpose.of ¢
the notice is to change the parly's address. For nofice purposes, Grantor agrees to keep Lender informed al all.times of
Grantor's current address. Subject to applicable law, and except for notice required or allowed by law to be givenin another ¢
manner, if thare is more than one Granlor, any notice given by Lender to any Grantor is deemed to be nolice given to aII -
Grantors.

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trust:

Amendments. This Deead of Trust, together with any Related Documents, constitutes the entire understandmg and
agrsement of the parties as to the matters set forth in this Deed of Trust. No alleration of or amendment to this Deed of
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'_:Trtrst"éhall be effactive unless given in writing and signed by the party or parties sought to be charged or bound by the
alteratlon or amendment.

’ Annual Reports If the Propertly is used for purposes other than Granior's residence, Grantor shall furnish to Lender,

upon request, a certified statement of nat operating income recelved from the Property during Grantor's previous fiscal

sysar in such form and detail as Lender shall require. "Net operating income™ shall mean all cash receipts from the
: Property Iess all cash expenditures made in connection with the operation of the Property.

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

Merger THerg shall be na merger of the interest or estate created by this Deed of Trust with any other inlerest 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.

Governinb Law. ‘This Deed of Trust will be governed by federal law applicable to Lender and, to the extent not
preempted by federal law, the laws of the Stale of Washington without regard to its conflicts ot‘ law provisions.
This Deed of Trust has been accepted by Lender in the Siate of Washington.

Cholce of Venue. -ff thers is. a:lawsuit, Grantor agrees upon Lender's request to submil to the jurisdiclion of the courts of
Snohomish County, State of Washington.

No Waiver by Lender. Lander shall not be deemed 1o have waived any rights under this Deed of Trust unless such
waiver is given in writing and sagned by Lender. No delay or omission on the part of Lender in exercising any right shall
operate as a waiver of-such right dr-any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constituté a waiver of Lanider's right otherwise to 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 righls or of any of Grantor's obligations as o any future transactions. Whenever
the consent of Lender is requrred under this Deed of Trust, the granting of such consent by Lender in any instance shall
not constitute conlinuing consent fo subsequent instances where such consent is required and in all cases such consent
may be granted or withheld in the sole discretron of Lender.

Severability. If a court of compe_tent:.jurlsdlctlon 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, invalid, or
unenforceable as to any other cirumstance; If feasible, the offending provision shall be considered modified so that i
becomes legal, valid and enforceable.” If the offending provision cannot be so modified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or unanforceability of any provision of
this Deed of Trust shall not affect the Iegalrty, validity or enforceabrllty of any other provision of this Deed of Trust.

successors and Assigns. Subject to any limitations stated in this Dead of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inura to the benefit of the parlies, their successors and assigns. If ownership ot
the Property becomes vested in a person otherthar Grantor, Lander, without notice lo Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the Indebledness by way of forbearance or extension without
releasing Grantor from the obligations of this Déad:- of Trust or liability under the Indebledness.

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

Walver of Homestead Exemption. Grantor hereby releases” and waives all rights and benefilts of the homestead
exemption laws of the Stata of Washington as to all Indabtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall h&ve the follcrwmg meanings when used in this Deed of Trust.
Unless specifically stated to the conlrary, all references to doliaramountsshall mean amounts in lawful money of the United
States of America. Words and lerms used in the singular shaliinclude the plural, and the plural shall include the singular, as
the context may require. Words and terms not otherwise defined |n thls Deed of Trust shall have the meanings affributed fo
such terms in the Uniform Commercial Code: .

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

Borrower, The word "Borrower” means BAG INVESTMENTS LLC and |ncludes all co—signers and co-makers signing
the Note. ;

Deed of Trust. The words "Deed of Trust” mean this Deed of Trusl among Grantor, Lender, and Trustee, and includes
without limitation all assignment and security interest provisions relating o the Fersonal Property and Rents.

Default. The word "Default" means the Default set forth in this Deed of Trust.i |n the sectron trtled "Default”,

Event of Default. The words "Event of Default" mean any of the events of default set forth In this Deed of Trust in the
svents of default section of this Deed of Trust. ; . :

Grantor. The word "Grantor™ means BAG INVESTMENTS LLC.

Guarantor. The word "Guarantor” means any guarantor, surety, or accomrnodat:en party of any or ali of the
Indebtedness. : '

Guaranty, The word "Guaranty" means the guaranty from Guarantor to Lender, mcludlng wrthaut Irmllatron a guaranty of
all or part of the Note.

Improvements. The word "Improvements" means all existing and future rmprovements burtdmgs, structures, mobile
homes affixed on the Real Property, facilities, additions, replacements and other construction-on.the Real Property

Indebiedness. The word "Indebledness" means all principal, interest, and other amounts, cnsts and expanses payable
under the Note or Related Documents, together with all renewals of, extensions of, modifications .of;‘consalidations of
and subslitutions for the Nate or Related Documents and any amounts expendsd or advanced-by Lender to_discharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obllgatlons under thls Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust. T

Lender. The word "Lender" means Frontier Bark, its successors and assigns.

Note. The word "Note” means the promissory note dated May 18, 2005, in the original prlncrpal amount of-‘v-_:_
$295,000.00 from Grantor o Lender, together with all renewals of, extensions of, modifications of, reﬁnanclngs of, -
consolidations of, and substitutions for the promissory note or agreement.

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personat property‘
now or hereafter owned by Granlor, and now or hereafter attached or affixed to the Real Property; together with' all -
accessions, parts, and additions to, all replacements of, and all substitutions for, any of such properly; and fogether with

all issues and profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premrums}..--"‘
from any sale or cther dispesition of the Property, -

Property. The word "Property” means collectively the Real Properly and the Personal Property.
Real Property. The words "Heal Property” mean the real property, " 0t t= =~ durthar described in this Deed.
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¢ o of Trust.
" V" Relaled-Documents. The words "Related Documents” mean ail promissory notes, credit agreements, loan agreemants,
* gudranties,:security agreements, morigages, deeds of trust, security deeds, collateral mortgages, and all other
instriments, -agreeaments and documents, whether now or hereafler existing, exscuted in connection with the
sIndebtednaess’ provided, that the anvironmantal indemnity agreements are not "Relaled Documents” and are not secured
: by this Deed ¢f Trust.
Rents. -The word "Rents" means all present and future renls, revenues, income, issues, rovallies, profits, and other
bensﬂIs derived from the Property.

Trustee. “The word "Trustee” means FIRST AMERICAN TITLE COMPANY OF SKAGIT COUNTY , whose mailing
addrass is 1301-8 HIVERSIDE DRIVE, MOUNT VERNON, WA 88273 and any substitute or succassor rustees.

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

GRANTOR:

GAR{,P\NK LTTber of BAG INVESTMENTS LLC

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF /CJ M/ﬁ

COUNTY OF

On this /8&'

Y
Notary Public{ personally appeared BENJAMIN
me or proved to me on the basis of satisfactory

T I #hd deed of the limited liability company, by
authority of statute, its arlicles of organization or its operadi iorthe uses and purposes therein mentioned, and
on oath stated that he or she is authorized to execute this 2 d in fact executed the Deed of Trust on behalf of

tha ljmited liability company. a’\) -;K.: 4
By T Residing at A’&m t')

7 7 s
Notary Public in' and fopihe State of‘dﬁ My commlssion expires /70 —05

LIMJTED LIABILITY COMPANY ACK'NQ})VLEBQMENT

STATE OF 04”/(/

COUNTY OF 'Lj/
On this / g{é day of S—T G

Notary Public, personally appeared GARY FUNI, Me

qfyppAny that executed the Deed of Trust
Fin@ligitad liability company, by authority of

statute, its articles of organization or its operating agresmen poseEs Ihereln mentloned and on oath

stated that he or she is authorized to execute this Deed of Trust 2w

liabllity company. . ! _
By Residing at 14

Notary Publlcjand for % State of UA’ My commission expnes?‘/b——ﬁé
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REQUEST FOR FULL RECONVEYANCE

B - , Trustee

The;l‘jnd'érsigned. 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 enfitied thereto, the right, tite and
interast now t!eld_by you under the Deed of Trust.

Date::. ~ .= . Beneficiary:
s By:
its:
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