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ISLAND TITLE COMPANY  DEED OF TRUST

DATE: September 25 2061 -

Reference # (if appllcable) A20787 Additional on page
Grantor(s): g
1. LAKOTA iNC

Grantee(s)
1. Whidbey Island Bank
2. ISLAND TITLE COMPANY Trustee

Legal Description: UNIT4, THE LAUBE_FS__.-:CONDO Additional on page
Assessor's Tax Parcel ID# 4772-001-004-0000

THIS DEED OF TRUST is dated September 25, 2001, among LAKOTA, INC., A WASHINGTON
CORPORATION ("Grantor"); Whidbey Island Bank, whose mailing address is Anacories
Office, 2202 Commerciai Ave., P.0O. Box 320, Anaoortes, WA 98221 (referred to below
sometimes as "Lender" and sometimes as “Beneﬂmary"), and ISLAND TITLE COMPANY,
whose mailing address is 3110 COMMERCIAL AVE STE 101 PO BOX 1228, ANACORTES,
WA 98221 (referred to below as "Trustee”). " °
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DEED OF TRUST .
(Continued) ~ Page3

¢ 'reasonable times to attend to Lender’s interests and to inspect the Real Property for purposes of Grantor's compliance
£ W|th the terms and conditions of this Deed of Trust.

Complmnce with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance
by all‘agerits, tenants or cther parsans or entities of every nature whatscever who rent, lease or otherwise use or occupy
the Property in any manner, with all Jaws, ordinances, and regulations, now or hereafter in effect, of all governmental
authorities applrcable to the use or occupancy of the Property, including withoul limitation, the Americans With Disabilities
Act. Graptor’may contest in good faith any such law, ordinance, or regulation and withhold compliance during any
pfoceedmg, including appropriale appeals, so long as Grantor has notified Lender in writing prior to doing so and so
long. as,.in Lander’s sole opinion, Lender's interests in the Property are not jecpardized. Lender may require Grantor to
post adequate securlty ora surgty bond, reasonably satisfactory to Lender, to protect Lender’s inlorest.

Duly to- Pruteci Grantor agrees neither to abandon nor leave unattended the Property. Grantor shall do ail other acts,
in addition to thiose acts set forth above in this section, which from the character and use of the Property are reasonably
necessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER Lender may, at Lender's option, (A) declare immedialely due and payable all
sums secured by this'Dead of Trust or (B) increase the intarest rate provided for in the Note or other document evidancing
the Indebtedness and impose:such other conditions as Lender deems appropriate, upon the sale or transfer, without Lender's
prior written consent, of all or.ahy part of the Real Proparty, or any interest in the Real Properly. 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 involuniary; whether by outright sale, deed, installment sale contract, land contract, conlract for deed, leasehold
interest with a term greater-than' threé (3) years, lease—option contract, or by sale, assignment, or transfer of any beneficial
interast in or to any land trust’ holdlng fitle.to.the Real Property, or by any other method of conveyance of an interest in the
Real Property. if any Grantor is’a corporatlon parinership or limited liability company, transfer also includes any change in
ownership of more than twenty-five percent (25%) of the voling 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 exercise is
prohibited by federal law or by Washmgtan Iaw

TAXES AND LIENS The following provrslons relahng fo the taxes and lians on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due (and in.all events prior to dslinquency) all taxes, special taxes, assessments,
charges (including water and sewer); fines and |mposmons levied against or on account of the Property, and shall pay
when due all claims for work done onor for-Sarvices rendered or material furnished to the Property. Grantor shall
maintain the Property free of ail lieris having priority aver or agual to the interest of Lender under this Deed of Trust,
except far the lien of taxes and assessments not dus and except as otherwise provided in this Deed of Trust.

Right to Contest, Grantor may withhold paymenl of any tax, assessment, or claim in conneclion with a good faith
dispute over the obligation o pay, so long as Lender's interest in the Property is net jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall withiin fifleen (15) days after the lien arises or, if a lien is filed, within fifteen
{15) days after Grantor has notice of the filing; secure the discharge of the lien, or if requested by Lander, deposit with
Lender 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 aftorneys’ 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 salisfy any adverse judgment before
enforcement against the Property. Grantor shall name Lender as an addmonal obligea under any suraty bond furnished
in the contest proceedings.

Evidence of Payment. Grantor shali upon demand furmsh to Lender satlsfaclory evidance of payment of the taxes or
assessments and shall authorize the appropriate governmemal oﬂiclal to ‘deliver to Lender at any time a written statemant
of the taxes and assessments against the Property. .

Nofice of Construction. Grantor shall notify Lender at Iaast ﬁﬂaen (15) ‘days before any work is commenced, any
services are furnished, or any materigls are supplied to the Propérty, it any-mechanic’s lien, materiaimen’s lien, o other
lien could be asserted on account of the work, services, or matenials:” Grantor:will upon request of Lender furnish to
Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such improvemants.

PROPERTY DAMAGE INSURANCE. The following provisions relatlng to |nsur|ng tha Property are a part of this Deed of
Trust. :

Maintenance of insurance. Grantor shall procure and malntaln pohcles of ﬁre Insurance with standard ax‘tended
coverage endorsements on a replacement basis for the full insurable value cdvering’all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with'a standard mortgagae clause in
favor of Lender. Grantor shali also procure and mainiain 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
policies. Additionally, Grantor shall maintain such other insurance, including-but not-limited to hazard, business -
interruption, and boiler insurance, as Lender may reasonably require. Polities shall be ‘'written in form, amounts,
coverages and basis reasonably acceptable to Lender and issued by a company or companies reasonably aoceptable to
Lender. Grantor, upon request of Lender, will deliver to Lender from time to time the policies or cerlificates of insurancs
in form sahsfactory to Lender, including stipulations that coverages will not be cancelied or diminished without at least
ten (10) days prior written notice to Lender. Each insurance policy also sha!l inclugde-an.enddrsemént 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, 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 unpaid principal balance of the loan and any prior liens on the property securing the loan; up to'the maximum paolicy
limits set under the National Flood Insurance Program, or as otherwise required by Lender and to mamtam such
insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Preperty if the eshmated
cost of repair or replacement exceeds $1000.00. Lender may make proof of loss if Grantor fails to do.so wnthm fiftéen
{15) days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lender's election, recalve and
retain the proceeds of any insurance and apply the proceeds to the reduction of the Indebledness, payment of any fien,
affecting the Property, or the restarafion and repair of the Property. If Lender elects to apply the proceeds*to resforation
and repair, Grantor shall repair or replace the damaged or destroyed Improvermnents in a manner satisfactory to Lender.
Lender shall, upon satlsfactcry proof of such expenditure, pay or reimburse Grantor from the procesds for the -
reasonable cost of repair or restoration i Grantor is not in default under this Deed of Trust. Any proceeds which-have -
not been disbursed within 180 days affer their receipt and which Lender has net commitied to the repalr or restoration of .~
the Property shall be usad first to pay any amount awing to Lender under this Deed of Trust, then to pay accrued” .-
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. If Lender holds gay..
proceeds after payment in full of the Indebtedness, such proceeds shall be paid without interest to Grantor as Gr&ntcr‘s
Interests may appear.

Unexpired Insurance at Sale. Any unexpired insurance shall inure to the benefit of, and pass to, the purchaser of the
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DEED OF TRUST
(Continued) Page 5

; '_a_@nd"make it available to Lender within three (3) days after receipt of written demand from Lender to the extent permitted
R ,--"by-a’pplicable law.

Addresses.. The mailing 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)
argas statad ¢n the first page of this Desd of Trust.

FURTHER ASSURANCES ATTORNEY-IN-FACT. The following provisions relaling fo further assurances and
attorney—ln—fact are a part of this Deed of Trusht

Further Assurances At any time, and from time to time, upon request of Lander, Grantor will make, execute and
daliver, or will causa to be made, executed or delivered, to Lender of to Lenders designee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
places ‘as-lendér may deem appropriate, any and all such morigages, deeds of frust, security deeds, security
agreements, fmancmg staterments, continuation statements, instruments of further assurance, certificates, and other
documents as may, iri the sole opinion of Lender, ba necessary or desirable in order to effectuats, complete, perfect,
continue, or preserve (1) “Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and (2)
tha lisns and security.inferests created by this Deed of Trust as first and prior liens on the Property whether now owned
or hereaffer acquired by-Graritor. Unless prohibited by law or Lender agrees to the contrary in wriing, Grantor shall
reimburse Lendsr for all costs, and.expenses incurrad in connection with the matters referred to in this paragraph.

Attomey—ln—Fact If Grantor ta||s to de any of the things referred to in the preceding paragraph, Lender may do so for
and in the name of Granfor nd al-Grantor's expensa. For such purposes, Grantor hereby irevocably appoints Lender
as Grantor's attorney—in—fact for the. purpose of making, exacuting, delivering, filing, recording, and doing alt other things
&5 may be necessaryor desrrable. |n Lenders sole opinion, to accomplish the matters referred fo In the precading
paragraph.

FULL PERFORMANCE. f Grantor pays all {He Indebtedness when due, and otherwise performs all the obligations imposed

upon Grantor under this Deed of. Trust, Lendershall execute and deliver to Trustee a requast for full reconvayance and shall
execute and deliver to Grantor suitable statéments of termination of any financing statement on file evidencing Lender's

 security interest in the Rents and tha Personal Property. Any raconveyarice fea shall be peid 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. rnetters of fects shall be conclusive proof of the truthfulness of any such metlers or
facts.

Trust: .
Payment Default. Grantor fails to make any payment when due under the Indebledness.

_Qther Defaults. Grantor fails to comply with-or 1o perfarm any cother term, obligation, covenant or condition contetned m' .
this Deed of Trust or in any of the Related Documents or to comply with or to perform any term, obligation, covenant of

_condition contained in any other agreement between Lender and Grantor.

Compliance Default. Fallure to comply with any. other term, obtigation, covenant or condition cantamed in ttus Degd
Trust, the Note or in any of the Relatad Documents. |f such a failure is curable and if Grantor has not been given g

notice of a breach of the same provision of this Desd of Trust within the preceding twelve (12) months, it may becured."
(and no Event of Default wiil have ocgurred) if Grantor, after, Lender sends written nolice demanding cure of such. faﬂure. Lo

{a) cures the failure within fitteen (15} days; or (b) if the ctire-fequires mors than fiftesn (15) days,. immediately mj

steps sufficient to cure the failure and thereafer continues and completes all reasonable and necessary steps: sy t_' .

to produce compliance as scon as reasonably practical.

Detfauit on Other Payments. Failure of Grantor within the trme requrred by this Deed of Trust to rnake any payment for
taxes or insurance, or any other payment necessary to prevent filifig of or to-effect discharge of any lien.

Environmental Defaull. Failure of any parly to comply with or perform when due any term, obligation, convenant or
condition contained in any environmental agreement exscuted in cgnnection with the Property.

False Statements. Any waranty, representation or statement made ‘or furmshed to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related Documents is false or mrsteadmg in.any matenai respect, sither now or at
the time made or furnished or becomes false or misleading at any tima thereafter.

Defective Collateralization. This Deed of Trust or any of the Related Documents ceasee to be in full force and eftect;
(inciuding failure of any collateral document to create a valid and perfected secunty |nterest or lian) at any fime and for

any reason.

Insolvency. The dissolution or termination of Grantor's existence as a QOtng bustness the msolvencv of Grentor, the.

appointment of a receiver for any part of Grantor's property, any assignment for-the benefit of creditors, any type of

craditor workout, or the commencement of any proceeding undar any bankruptcy or msolvency laws by or egelnst'

Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure of forfelture proceedlngs, whether by judicial
proceeding, seli-help, repossession or any other methad, by any creditor of Grantor or-by any govetnmental 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 there is a goadfaith dispute by Grantor

as to the validity or reasonableness of the claim which is the basis of the creditor or forfeiture’ proeee@ng and if Grantor’

gives Lender written notice of the creditor or forfeiture proceading and deposuts with Lender monies.or.a surety bond for

the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, & belng an adeqiuete:‘_

reserve or bond for the dispute.

Breach of Other Agreement. Any braach by Grantor under the terms of any other egraement belween Grerm end.,__
Lender that is rict remedied within any grace period provided therein, including without timihtten eny &gmmem g

corncerning any indebtadness or other obligation of Grantor to Lender, whether existing now or Ieter ) %
Events Affecting Guarantor. Any of the pregeding events occurs with respect to any Guarantor of eny o

Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or liability’ undsr."'“-:. — '
any Guaranty of the Indebtedness. In the event of a death, Lender, at its option, may, but shatl not he tequired-to,
permit the Guarantor's estate to assume unconditionally the obligations arising under the guaranly in a ma nerj'

satisfactory to Lender, and, in doing so, cure any Event of Default.

EVENTS OF DEFAULT. Each of the follawing. al: Lender‘s optron shall constitute an Event of Default under this Deed of ’

Adverse Change. A material adverse change occurs in Grantor’s financial condition, or Lender believes the prespect of A

payment or performance of tha Indebtadness is impaired.
Insecurity. Lender in good faith balieves itself insecure.

Right to Cure. If such a failure is curable and if Grantor has not been given a notice of a breach of the same pravisran_ B
of this Dead of Trust within the preceding twelve (12) months, it may be cured (and no Evert of Default will have -

T

, Skagit County Auditor
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DEED OF TRUST
(Continued)

:of tﬁe ‘Property, shall succeed to all the title, powar, and duties confarred 'upan the Trustee in thls. Deed of Trusr end by
epp!‘rcaple iaw. This prooedure for substitution of Trusiee shall govern to the exdusion of elE oiher proviswns for

shall:be given in wnhng, and shall be effective when actually delivered, when aclually recelved by telefacsimile {unless
otherwise required by law), when deposited with a nationally recognized ovaernight courier, or, if mailed, when deposited in
the United States'mail; as first class, certified or registered mail postage prepaid, directed to the addresses shown near the
beginning 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 sant:to Lender's address, as shown near the beginning of this Deed of Trust. Any party may change its
address for nplices under-this Deed of Trust by giving formal written notice to the other parties, specifying that the purpose of
the notice is-to- change the party's address. For nofice purposes, Grantor agrees to keep Lendar informed at all times of
Grantor's current address. Stibject to applicable law, and except for noiice required or allowed by law to be given in ancther
manner, it there is more then one Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all
Grantors.

MISCELLANEOUS PROVISIONS The following miscellaneous provisions are a part of this Dead of Trust:
Amendments. “This Deed of. Trust, together with any Related Documents, conslitutes the entire uncerstanding and -

agreement of the parties as.to the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of . .

Trust shall be effective unless-given, |n wrmng and signed by the party or parties sought to be charged or bound by fhe -
elteration or emendment : o

Annual Reports. If ths' Propeﬂy Is used for purposes other than Grantor's reeldenoe Grantor shall furnish to Lender .
upon requast, a certifled statement of net pperating income received from the Property during Grantor's previous fiscal - -
year in such form and delail as Lender sha¥l require. "Net operating income” shall mean all cash recorpis from the -
Property less all cash expenditures made in.connection with the operation of the Property.

' Caplion: Headings. Caption headings in tms Deed of Trust are for convenience purposes only and are nol to bﬂaed
interpret or define the provisions of this Deed of Trust.

Merger. There shall be no merger ofthe interest dr estate created by this Deed of Trust with any other mterest or estete' o
in the Property at any time held by or for the beneﬁt of Lender in any capacity, without the written consent of Lender. .

Goveming Law. ThleDeedofTrusiwlllbegovemedby,eonetruedmdenbreedhmdamwlﬂlbdelulﬂ
endmelmusofmesmeolwashlnglon ThieDeedofTrusthasbeenwcephdbyLwderlnlbeSﬂed
. Washington. L

Cholce of Venue. If there Is & lawsult, Grentor agrees upon Lendar’s request io submit to the jurlsdictlon of'the cwrls of' o L

Skagit County, State of Washingtor.

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such' L

waiver is given in writing and signed by Lender.. Ne delay or omission on tha part of Lender In exercising any right shall-

operate as a walver of such right or any other nght A walver by Lender of & provision of this Deed of Trust shall not ‘
prejudice or conslitute & waiver of Lender'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 Grarior, shell -
constitute & waiver of any of Lender’s rights or of any of Grentor’s obligations as to any fulure transactions. Whenaver'
the consant of Lender is required under this Deed of Trust, the granting of such consent by Lander in any instance shall -
not constitute continuing consent to subsequent instances where such consent Is required and in all cases such consent

- may be granted or withheld in the sole discretion of Lender, .

Severebllity If a court of compatent jurisdiction finds eny prov:sxon of this Deed of Trusi to be illegal, mveild o
unerforceablea as to any circumsiance, that finding shall not make " the offending provision Hegal, -Invalid, o - -4
unentorceable as fo any other circumstance. If feasible, the offending provision shall be considered modified so-that it .. .

becomes legal, valid and enforceable. !f the offending provision ¢annot be so modified, it shall be considersd. dileted
from this Deed of Trust, Unless otherwise required by law, tha illegality, invaligity, or unenforceability of any provision of .

this Deed of Trust shall not affect the legaiity, validity or enfomeablhly of any. other pro.vusron of thxs Pead of Trust. P

Successors and Assigns. Subject to any limitations stated in this Deed.of Trust on transfer of Grantor's lmerdt',!hie :
Deed of Trust shall be binding upon and inure fo the benefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor, Lender, without nofice to Grantor, may deal with Grantor’s
successors with reference to this Desd of Trust and the Indebledness by way of forbearance or extension’ M' _
relaasing Grantor from the obligations of this Deed of Trust or liability under the lndebtedness :

Time Is of the Essence. Time is of the essence in the performance ofthlsDeedofTrust

Waiver of Homestead Examplion. Grantor heroby releases and walves all righ‘is end beneﬁis of lhe homes&eao‘
axemplion 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 meenings when used irrthle Deodof
Unitess specifically stated to the contrary, all references to dollar amounts shall mean amounts.in lawfut money of the nkted
States of Amarica. Words and terms used in the singutar shall include the plural, and the plural shall include the singufar, as =~ -
the context may require. Words and terms not ptharwise defined in this Deed of Trust shall have the meanings gitributed to. - -
such terms in the Uniform Commercial Code: o o

Beneficlary. The word "Beneficiary” means Whidbey Island Bank, and its successors and essigns

Borrower, The word "Borrower" means LAKOTA INC, and all other persons and entmes slgning Me Note m heﬁever
capacity.

Deed of Trust. The words "Dead of Trust” mean this Deed of Trust among Grantor, Lender and Trustee end f
without limitation all assignment and security interest provisions relating to the Personal Property and Rents, .~

Default. The word "Defaull” means the Default set forth in this Deed of Trust in the section titled "Defaulr‘ .

Environmental Laws. The words "Environmental Laws™ mean any and all state, federal and local statutee reguletlons"u}f
and ordinances reiating to the protection of human health or the environment, including without-limitatton” the

Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section. -

9601, et seq. ("CERCLA", the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 88—486 (“SKRA"} .
* the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource Gonservation and Flecovery
:\ct 42 U.5.C. Section 6901, et seq., or other applicable state or federal laws, rules or regu!ations edopted pursi.lenl
hereto.

Event of Default. The words "Event of Defaull” mean any of the events of defeult set forth n thtsDeeo of Trus!*ﬁl e

e rn\w\\mummmurmmmmmwl
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DEED OF TRUST
(Continued)

REQUEST FOR FULL RECONVEYANCE
, Trustee

The undérsignedj-.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, o reconvey without warranty, to the persons entitied thereto, the right, titte and
interast now hgl'd by you under the Deed of Trust.

Tor .
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