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CHICAGO TITLE CO.
Uz DEED OF TRUST

DATE: February 29, 2008° *

Reference # (if applicaﬁis):'_lczlfi'jé?él- Additional on page
Grantor{s): ST
1. SKAGIT (SLANDL.L.C. -

Grantee(s) (A T
1. Whidbay istand Bank .+ .+
2. CHICAGO TITLE COMPANY-Mt, Vernon, Trustee

Legal Description: LT 2 AND PTN LT '4;:?;_:iTY OF MV SP NO MV-2-00, BEING A PTN OF NE

29/34/4
Additional on page 2

Assessor's Tax Parcel (D#: 340429-1:007-0200

THIS DEED OF TRUST is dated February 29, 2008, among SKAGIT ISLAND LLC, a Washington
Limited Liability Company ("Grantor”}); Whidbey Island ‘Bank, whose mailing address is CL
SKAGIT - 2, 321 SE PIONEER WAY, P.O. BOX 1589, OAK HARBOR, WA 98277 (referred to
below sometimes as "Lender” snd sometimes as "Beneficiary”); and CHICAGO TITLE
COMPANY-Mt. Vernon, whose mailing address-is 425 COMMERCIAL STREET, MOUNT

VERNON, WA 98273 (referred to below as "Trustee”). A
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DEED OF TRUST
(Continued) Page 3

Trust

Payment... Grantor shall pay when due {and in all events prior to delinquency) all taxes, special taxes, assessments,

~tharges {inchuding water and sewer}, fines and impositions levied against ar on account af the Praoperty, and shall
pay whan 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 excepl as otherwise provided in this Deed of
Trust. A
Right to Contest:  Grantor may withhold payment of any tax, assessment, or claim in connection with a goad faith
digpiite - over the phligation to pay, so long as Lender's Interest in the Property is not joopardized. if a lien arisas or
is filad as & result of nonpayment, Grantor shall within fifteen {15} days after the lien arises or, if a lien is filed,
within fiftéen (15} days. after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit ‘with Lénder cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient.to discharge the lien plus any costs and attorneys' 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 shall
satisfy any adverse judgment:before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any sulety bond furnished in the contest proceedings.

Evidence of Payment. k 'G_"_f_antéf--s'h_all upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official te deliver to Lender at any time a written
statement of the taxes and agséssments against the Property.

Notice of Construction:” Grantor shall. notify Lender at least fifteen {15) days before any work is commenced, any
services are furnished: or any materials. are supplied to the Property, if any mechanic's lien, materialmen's lien, or
other lien could be asserted ah account of the wark, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurancgs satisfactory to Lender that Grantor can and will pay the cost of such
improvements, Lo wE

PROPERTY DAMAGE INSURANCE. “The following provisions relating to insuring the Property are & part of this Deed of
Trust. S

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a replacément basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to aveid application of any cainsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall.aiso progure and maintain comprehensive ganeral liability insurance in such
coverage amounts as Lender may réquest:with Trustee and Lender being named as additional insureds in such
liability insurance policies. Additionaily, Granfor shall“maintain such other insurance, including but not limited to
hazard, business interruption, and boiler insuiance, as. ender may reasonably require. Policies shall be written in
form, amounts, coverages and basis redsgnably” acteptable to Lender and issued by a company or companies
reasonably acceptable to Lender. Grantor, ppbn_.'r'equest of Lender, will deliver to Lender from time to time the
policies or certificates of insurance in form gatisfactory to Lender, including stipulations that coverages will not be
cancelled or diminished without at least ten {10} 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 4 special flood hazard area, (Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, within 45, days after notice is given by Lender that the
Property is located in a special flood hazard area, for the full-inpait, principal balance of the loan and any prior liens
on the propersty securing the loan, up to the maximum ‘palicy limits set under the National Flood Insurance Program,
or as otherwise required by Lender. and to maintain such insurance far the term of the loan.

Application of Proceeds. Grantor shail promptly notify: Lender.-of .any.loss or damage 1t the Property if the
estimated cost of repair or replacement exceeds $1,000.00 tendér may fmake proof of loss if Grantor fails to do
so within fifteen (15} days of the casualty. Whether or not Lendér's security.is impaired, Lender may, at Lender's
election, receive and retain the proceeds of any insurance and apply the procesds 10 the reduction of the
Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the Property. If Lender
elects to apply the proceeds to restoration and repair, Grantor“shall repair or replace the damaged or destroyed
Improvements in a manner satisfactory to tender. Lender shall, ‘'upon $atisfactory proof of such expenditure, pay
or reimburse Grantor from the proceeds for the reasonable cost of ‘repair ‘or-testoration if Grantor is not in default
under ihis Deed of Trust. Any proceeds which have not been disbursed-within 180 days after their receipt and
which Lender has not committed to the repair or restoration of the Property shall be used first to pay any amount
owing to Lender under this Deed of Trust, then to pay accrued interest, angd the remaihder, if any, shall be applied
to the principal balance of the Indebtedness. I Lender holds any' proceeds ‘after.payment in full of the
Indebtedness, such proceeds shall be paid without interest 1o Grantor as Grantot’s interests may appear.

Grantor's Report on Insurance. Upon request of Lender, however not more thsn onte & year, Grantor shall furnish
ta Lender a report on each existing policy of insurance showing: (1) the narie QT' the insurer; (2) the risks
insured; (3) the amount of the policy; (4} the property insured, the then current rep!gt:er'nent value of such
property, and the manner of determining that value; and (5} the expiration date'of the policy:” Grantor shall, upon
reguest of Lender, have an independent appraiser satisfactory to Lender determiné. the eash-value Feplacement cost
of the Property. i T ;

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect-Lender’s interest in
the Property or it Grantor fails to comply with any pravisien of this Deed of Trust or any Refated Doguments, including
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor is reguired to-tisgharge or pay
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may {but shall pot be abligated to} take
any action that Lender deems appropniate, including but not limited to discharging or paying al: faxesd, Jens, Secunty
interests, encumbrances and other claims, at any time levied or placed on the Property and paying all costs for insuring,
maintaining and preserving the Property. All such expenditures incurred or paid by Lender for such-purpeses-will then
bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by
Grantor. Ali such expenses will become a part of the Indebtedness and, at Lender's option, will (A} ;be payable dn
demand; (B} be added to the balance of the Note and be apportioned among and be payable with any installment:_
payments to become due during sither (1) the term of any applicable insurance policy; or (2} the remaining term.-of =
the Note; or {C) be treated as a balloon payment which will be due and payable at the Note's maturity. The Deed gfx;"
Trust also will secure payment of these amounts. Such right shall be in addition to all ather rights and Temedies 10’
which Lender may be entitied upon Default.

WARRANTY: DEFENSE OF TITLE. The foliowing provisions relating to ownership of the Property are a part of"i'i:nis Déeg"" . - :
of Trust: .

Title. Grantor warrants that: (a) Grantor helds good and marketable title of record to the Property in fee si‘mpté:,
free and clear of all liens and encumbrances other than those set forth in the Real Property description or in“any

M
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DEED OF TRUST
{Continued) Page 5

' .otHer.things as may be necessary or desirable, in Lender's sole opinion, 1o accomplish the matters referred to in
# /-the-treceding paragraph.
FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the chligations
imposed upbn Grantor under this Deed of Trust, Lender shall execute and dsliver to Trustée & reguest for full
reconveyance and shall execute and deliver to Grantor suitable statements of tarmination of any financing statement on
file evidencing Lehq_er's security interast in the Rents and the Personal Praperty. 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: eititled theéreto™, and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of .d@ny such ‘matters or facts.

EVENTS OF 'DEFN_JL?I‘. "=anh of the following, at Lender's option, shall constitute an Event of Default under this Deed
of Trust: T A e

Payment -Défault. ".Gra'r'ltdr_fails to make any payment when due under the Indebtedness.

Other Defaults. 'G‘;aﬁim-- fai_\s 10 comply with or o perform any other term, obligation, covenant of condition
contained in this Deed of ‘Trust or in any of the Related Documents ot to comply with or to perform any term,
obligation, covenant ©r condition contained in any other agreement between Lender and Grantor.

Compliance Default, 'Fa'i_'l_-ure"t_olr_;_omplv with any other term, obligatian, covenant or condition contained in this
Deed of Trust, the Note or inany of the Related Documents.

Default on Other Paymapts“. _.F"ailqr:q of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurance,:Or ahy piher payment necessary to prevent filing of or to effect discharge of any lien.

False Statements. Any w-a'rr_an:i'v', fepiesentation or statement made or furnished to Lender by Grantor of on
Grantor's behalf under thig Deed of Ttust or the Related Dacuments is false or misleading in any material respect,
either now or at the time made or furnished or becomes false or misleading at any time thereafter.

Defactive Collateralization."‘._Thi_s_, __Deed' qtf‘Trust or any of the Related Documents ceases to be in full force and
effect (including failure of any collateral do¢ument to create a valid and perfected security interest or lien} at any
time and for any reason. o

Doath or Insolvency. The dissolutich of Grantor's {regardless of whether alection to continue is made}, any
member withdraws from the limited liability company, or any other terminatian of Grantor's existence as a going
business or the death of any membér, the insolvency of Grantor, the appointment of a receiver for any part of
Grantor's property, -any assignment”for, the - benefit of creditors, any type of creditor workout, or the
commencement af any proceeding under any bankruptey or insolvency laws by or against Grantor.

Creditor o1 Forfeiture Procesdings. Commiencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help. repossession or any.other Fnethod, by any creditor of Grantor or by any governmental agency
against any property securing the indebted_ne&sg.."' This includes a garnishment of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event of Default shall nat apply if there is a good faith
dispute by Grantar as to the validity ar reasonableness of the claim which is the hasis of the creditor or forfeiture
proceeding and if Grantor gives Lender written nptice of the creditor or forfeiture proceeding and deposits with
Lender monies of a surety bond for the creditor er forfeiture proceeding, in an amount determined by Lender, in its
sale discretion, as being an adequate reserve or bond for the disputs.

Breach of Other Agreement. Any breach by Grantor under'"'tha"tefrpé-._oi any other agreement petween 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-oecurs with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompétent, -.or revokes. or disputes the validity of, or ligbility
under, any Guaranty of the Indebtedness. In the event of a death, terider; at its option, may, but shall not be
required to, permit the Guarantor's estate to assume unconditionéll_y'the obligations arising under the guaranty in a
manner satisfactory to Lender, and, in doing so, cure any Event of Default. ;

Adverse Change. A material adverse change occurs in Grari.;dr's fina-ﬁciél condition, or Lender believes the
prospect of payment or performance of the Indebtedness is impaired. i

Insecurity. Lender in goad faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is curable and:if Grantor has not been given a notice
of & breach of the same pravisien of this Deed of Trust within the preceding twelve (! 2) months, it may be cured 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 requires mare than ten (10) days, immediately-initiates steps which Lender deems
in Lender's sole discretion to be sufficient to cure the default and thereafter Gentifiues and campletes 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 q’f'Trust,.ha"t

@"ny time thereafter,
Trustee or Lender may exercise any ong or more of the following rights and remedies: -, S

Election of Remedies. Election by Lender to pursue any remedy shall not exclude bu_f'su'i‘t of ar]y"'iith*er remedy, and
an election to make expenditures or to take action to perform an obligation of Gran{or under _this---Deed of Trust,
after Grantor's failure to perform, shall not affect Lender’s right to declare a default and exercise its remedies.

Accelerate Iindebtedness. Lender shall have the right at its option to declare the entire j.lndéﬁ‘te‘d_ne's'sl i_m'r_nediately
due and payable, including any prepayment penalty which Grantor would be required to pay.” Do

Foreclosure. With respect to all ar any part of the Real Property, the Trustee shall have the'?igh‘i _yo'e)geréi.se its
power of sale and to foreclose by notice and sale, and Lender shall have the right to toreclose by judicial
foreclosure, in either case in accerdance with and to the full extent provided by applicable law.*.»" . U

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have al['u‘tuhémr_i_ghts"a‘ﬁd
remeadies of a secured party under the Uniform Commercial Code. : L

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of arid ‘manage the
Property and collect the Rents, including amounts past due and unpaid, and apply the net proceeds;. over~and
above Lender's costs, against the Indebtedress. 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. I the Rents are collectsd by

Lender, then Grantor irrevocably designates Lender as Grantor's atterney-in-fact to endorse instruments récaived in
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants®

or other users to Lender in response to Lender's demand shall satisfy the obligations for which the payments are.”
made, whether or not any proper grounds for the demand existed. Lender may exercise its rights under:this

subparagraph either in person, by agent, or through a receiver.
8030
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DEED OF TRUST
{Continued) Page 7

' 'C,ari't'ipr‘i Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be
‘Used to interpret or define the provisions of this Deed of Trust.

_~I\if|'erge'r__."_:'i"hsg_re shall be .no merger of the interest or estate created by this Deed of Trust with any other interest or
the Property at any time held by or for the benefit of Lender in any capacity, without the written consent

" estate’i
of Lénder.

Ch'pics of \_fénhe. If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of SKAGIT County, State of Washington.

No Waiver by Lendser. Lender shall not be deemed to have waived any rights under this Deed of Trust unlass 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 wiaiver of such right of any other right. A waiver by Lender of a provision of this Deed of Trust
shall nat prejudige or.cConstitute a waiver of Lender's right otherwise to demand strict compliance with that
provisiori-or any, gther 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 this Deed of Trust, the granting
of such consent. By Lender:in:any instance shall not constitute continuing consent to subsequent instances where
such consent i§ required: and:in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. f a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any gircumstance, that finding shall not make the offending provision illegal, invaiid, or
unenforceable as to any -other circumstance, |If feasible, the offending provision shall be considerad maodified so
that it becomes legak valid and énforcesble. If the offending provision cannot be so modified, it shall be
considered deleted from this Deed, of Trust. UUnless otherwise required by law, the iMegelity, invalidity, or
unenforceability of any provision of this: Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust. ;

Successors and Assigns. ‘Subject 10 "any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be bifiding uponand inure to the benefit of the parties, their successors and assigns. If
ownership of the Property beécomnes vested in a person other than Grantor, Lender, without notice to Granter, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantér from the gbligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is o'f"the.esé't-)u_r_)cejﬁin__..‘t'he performance of this Deed of Trust.

Waiver of Homestead Exemption. "Gr-anfcf.'\[ hérgby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to all iIndebtedness secured by this Deed of Trust,

DEFINITIONS. The following capitalized words and ter‘m‘s"' shall have the following meanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful monay
of the United States of America. Words and ‘terms used in the singular shall include the plural, and the plural shall

include the singular, as the context may requiret Words and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code:

Beneficiary. The word "Beneficiary™ means Whidbe_y Island Bank, and its successors and assigns.

Borrower. The word "Borrower” means SKAGIT"'TSLAND L.k
the Note and all their successors and assigns. T

pPead of Trust. The words "Deed of Trust” mean this Dééd of ﬁ’rn.ijst among Grantor, Lender, and Trustee, and
includes without limitation all assignment and security interest provisions relating to the Personal Property and
Rents. S

and includes al) co-signers and co-makers signing

Default. The word "Default™ means the Default set forth in-this ékgd '6_f Trust in the section titled "Default".

Event of Default. The words "Event of Default” mean any of the.avents of dé___fault get forth in this Deed of Trustin
the events of default section of this Deed of Trust. L4 Lo

Grantor. The word "Grantor” means SKAGIT ISLAND L.L.C..

Guarantor. The ward "Guarantor” means any guarantor, sureiy_, or-‘dccommodation party of any or all of the
Indebtedness. E

Guaranty. The word "Guaranty" means the guaranty from Guarantor fo _,Lénder,ﬂ:_‘ including without limitation a
guaranty of all or part of the Note. ; i

Improvements. The word "Improvements™ means all existing and future improvements, buildings, structures,

mobile homes affixed on the Real Property, facilities, additions, replacements-and other construction on the Real
Property. Tt

Indebtedness. The word "Indebtedness” means all principal, interest, and other aﬁiounts,_.;qosts and expenses
payable under the Note or Related Documents, together with all renewals of; extensions” of, modifications of,
consalidations of and substitutions for the Note or Related Documents and any ampunts expended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Trustee or.Lender to____.--éhforce Grantor's

obligations under this Deed of Trust, together with interest on such amounts as pravided-in this Deed of Trust.

Lender. The word "Lender" means Whidbey Island Bank, its successors and assigns.

Note. The word "Note” means the promissory note dated February 29, 2008, in_the original principal
amount of $5,200,000.00 from Grantor to Lender, together with all renewals.-of, extensions of,
maodifications of, refinancings of, consolidations of, and substitutions for the promisséry,notj’e'or_"'hg;_eement.
NOTICE TO GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE. R

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal
property now or hereafter owned by Grantor, and mow or hersafter attached or affixed to the RealProperty;
together with all accessions, parts, and additions to, all replacements of, and all substitutions: for, any“of such
property; and together with all issues and profits thereon and proceeds {including without limitation all Insurance:
proceeds and refunds of premiums) from any sale or other disposition of the Property. i

Property. The word "Property” means collectively the Real Property and the Personal Property.

Real Property. The words "Real Property™ mean the real property, interests and rights, as further described.in thl,s’
Deed of Trust. b ¥

Related Documents. The words "Related Documents” mean alt promissory notes, credit agreements,_-'lpah__--- '
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and

all other instruments, agreements and documents, whether now or hereafter existing, executed in connection:with ;
the Indebtedness; provided, that the environmental indemnity agreements are not "Related Documents” and are -~

BB
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