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ISLAND TITLE COMPANY
vOHPA DEED OF TRUST

DATE: October 15, 2601-""'

Reference # (if appllcable) A21 061 Additional on page
Grantor(s):
1. KINNEY NORTHWEST HOLDINGS LLC

Grantee(s)
1. Whidbey Island Bank
2. Island Title Company Trustee

Legal Description: Ptn Tr 54, ANACORTES INDUSTRIAL PARK Additional on page
Assessor's Tax Parcel ID#: 41 98—00(__1;054—(‘)504.

THIS DEED OF TRUST is dated October:15, 2001, among KINNEY NORTHWEST HOLDINGS,
LLC; a Washington Limited Liability Corporatlon ("Grantor"); Whidbey Island Bank, whose
mailing address is Anacortes Office, 2202 Commercial Ave., P.O. Box 320, Anacortes, WA
98221 (referred to below sometimes as "Lender” and sometlmes as "Beneficiary"); and
Island Titie Company , whose mailing address is 2801 Commercial Ave., Anacories, WA
98221 (referred to below as "Trustee"). : .
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DEED OF TRUST
(Continued) Page 3

' or weste on or ta the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will
; .“'not'remove, or grant to any other party the right to remove, any timber, minerals (including oil and gas), coal, clay,
Scoria, soi, gravel or rock products without Lender’s prior written consent.

" Removal ot improvements. Grantor shall not demolish or remove any Improvements from the Real Property without
Lerider's prior written consant. As a condition to the removal of any Improvements, Lender may require Grantor to make
f;arrangements sattsfaotory to Lender to replace such Improvements with Improvements of at least equal value.

Lender’s Right 1o Enter. Lender and Lender's agents and representatives may enter upen the Real Property at all
réasonable times to attend o Lender’s interests and to inspect the Real Property for purpases of Grantor's compliance
with the terms and: condltlons of this Deed of Trust.

Compliance wﬂh Governmental Requirements. Grantor shall promply comply, and shall promptly cause compliance
by all agents, tenants or gther persons or entities of every nature whatsoever who rent, lease or otherwise use or occupy
the Property in any marner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
authorities applicablefo the use or occupancy of the Property, including without limitation, the Americans With Disabitities
Act. Grantor may-conlest.in. good faith any such law, ordinance, or regulation and withho!d compliance during any
proceeding, including appropnate appeals, so long as Grantor has nofified Lender in writing prior to doing so and so
long as, in Lerider’s sole-opinion, Lender's interests in the Property are not jeopardized. Lender may require Grantor to
post adequate security ora surety bond, reasonably safisfactory to Lender, to protect Lender's interest.

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

DUE ON SALE - CONSENT BY’ LENDER .Uender may, at Lender’s option, (A) declare immediately dus and payable ail
sums secured by this Deed of Trust or (B); increase the interest rate provided for in the Note or other document evidencing
the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or fransfer, without LLendar’s
prior written consent, of all or any part of the Real Property or any interest in the Real Property. A "sale or transfer” means the
conveyance of Real Property or any right, titie’ or.interest in the Real Property; whether legal, beneficial or equitable; whether
voluntary or involuntary; whether by ‘oUtright sdle, deed, installment sale contract, land contract, contract for deed, leasehold
interest with a term greater than three (3) years, lease~option contract, or by sale, assignment, or transfer of any beneficial
interest in or to any land trust holding*fitle to the -Réal Property, or by any other method of conveyance of an interest in the
Real Property. If any Grantor is a corporation, parthiership 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, thls option shall not be exercised by Lender if such exercise is
prohibited by federal law or by Washington law.

TAXES AND LIENS. The foliowing provisions relatfng o the taxes and liens on the Property are part of this Desd of Trust:

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

Right to Contest. Grantor may withhold payment of any fax, assessment or claim in connection with a good faith
dispute over the obligation o pay, so long as Lender’s interest’in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within fifteen (18) days after the lien arises or, if a lien is filed, within fiftesn
{15) days after Grantor has notice of the filing, secure thie discharge:of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other:security.satisfactery to Lender in an amount sufficient to
discharge the lien plus any costs and atiorneys’ 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 Lerider-and shall satisfy any adverse judgment before
enforcement against the Property. Grantor shall name Lender as an addltlonat obllgee under any surety bond furnished
in the contest proceedings.

Evidence of Paymenl. Grantor shall upon demand furnish to Lender satlsfaclory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental ofﬂclal to dellver to Lender at any fima a written statement
of the taxes and assessments against the Property.

Notice of Constructlon. Grantor shall notify Lender at least fifteen (15) daye 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 on account of the work, services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relating lo insuring. the Property dre a part of this Deed of
Trust.

Mainienance of Insurance. Grantor shall procure and maintain policies of fire . lnsurance WIth standard extended
coverage endorsements on a fair value basis for the full insurable value covering all improvements on the Real Property
in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgageeclause 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 iiability insurance policies.
Additionally, Grantor shall maintain such other insurance, including but not limited to hazard, business interruption, and
beiler insurance, as Lender may reasonably require. Policies shall be written in form, ambunts;  coverages: and basis
reasonably acceplable to Lender and issued by a company or companies reasonably acceptable to Lender: Grantor,
upon request of Lender, will deliver to Lender from time to fime the policies or cerlificates of .insurance in form
satisfactory to Lender, Including stipulations that coverages wil not be cancelled or diminished without at leastfen (10)
days prior written notice to Lender. Each insurance policy also shall include an endorsement providing that.coverdge in
favor of Lendear will not be |mpa|red 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 Faderal Emergency Management.Agency as a
special flood hazard area, Grantor agrees lo 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 polioy limits set under thie @
National Fleod Insurance Program, or as otherwise required by Lender, and to maintain such insurance for the term ot »

the loan.

Appiication of Proceeds. Grantor shall promptly nolify Lender of any loss or damage to the Property if the eshmated

cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails to do so within fifteen™ -
{15) days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lender’s election, receive and -

retain the proceeds of any insurance and apply the proceeds to the reduction of the Indebtodness, 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 Lender.

LT
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DEED OF TRUST
(Continued) Page 5

' tjme to time.

c i Securlty Interest. Upon request by Lender, Grantor shall execute financing statements and lake whatever other action
i requested by Lender to pezfecl and continue Lender’s security interest in the Rents and Personal Property. In addition
to recording this Deed of Trust in the real property records, Lender may, at any time and without further authorization
from Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor
shall reimbuirse Lender for all expenses incurred in perfeciing or continuing this security interest. Upon default, Grantor
shall not remove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble any
Personal’ Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor and Lender
angd:-make it avmlable to Lender within three (3) days aRer receipt of written demand from Lender to the extent permitted

by apphcabte Iaw :

Addresses.: “The malllng addresses of Grantor {debtor} and Lender (secured party) from which infermation concerning
the secrity interest granted by this Deed of Trust may be obtained (sach as required by the Uniform Commercial Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSUFIANCES,“"' thORNEY—IN—FACT. The following provisions relating to further assurances and
attorney—in-fact are a' part of this® Deed of Trush

Further Assurances "AL any fime, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to ‘be made; executed or deliverad, to Lender or to Lender’s designee, and when requested by
Lender, cause to ba filed, recoided, refiied, or rerecordsd, as the case may be, at such times and in such offices and
places as Lender may: deem -appropriate, any and all such morlgages, deeds of tust, security deeds, security
agreaments, financing staternénts,. continuation statements, instruments of further assurance, certificates, and other
documents as may, in:the sole-opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,
continue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Relaled Documants, and (2)
the lisns and security interests created: by this Deed of Trust as first and prior liens on the Property, whather now owned
or hereafer acquired by Grantar. Unless prohibited by law or Lender agrees to the confrary in writing, Grantor shall
reimburse Lender for all costs and expenses incurred in connection with the matters referred 1o in this paragraph.

Attorney-in-Faci. If Grantor fails to.do any of the things referred to in the preceding paragraph, Lender may do so for
and in the name of Grantor and at'Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Granlor's attorney-in—fact for the purpose-of making, executing, defivering, filing, recording, and domg all other things
as may be necessary or desrrable, in: Lendsrs ‘sole opinion, t¢ accomplish the matters referred to in the preceding
paragraph. i

FULL. PERFORMANCE. If Granter pays aII lhe*~l_ndebtedne_ss- when due, and otherwise performs all the abiigations imposad
upeon Grantor under this Deed of Trust, Lender shall execute and defiver to Trustee a request for full reconveyance and shalt
execute and deliver fo Grantor sultable staterients of-termination of any financing statement on file evidencing Lender's
security interest in the Rents and the Personal “Propérty. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantee in any reconveyance:may'be described as the "perscn or persons legally entitied therete”, and
the recitals in the reconveyance of any matters or facls shall be conclusive proof of the fruthfulness of any such matters or
facts.

EVENTS OF DEFAULT. Each of the following, at Lenders ophon sha!l conshiule an Event of Default under this Deed of
Trust:

Payment Default. Grantor fails to make any payment whan: due under lhe Indebtedness.

Other Detfaults. Grantor fails to comply with or to perform any other term obligation, covenant or condition contained in
this Deed of Trust or in any of the Related Documents or to gomply-with or to perform any term, obligation, covenant or
condition contained in any other agreement between Lender ahd Grgn?or_.._.

Compliance Defaull. Failure to comply with any other term, obiigation, covenant or condition contained in this Deed of
Trusl, the Note or in any of the Related Documents. |f such a failure’is curable and if Grantor has not been given &
notice of a breach of the same provision of this Deed of Trust within the preceding twelve (12) months, it may be cured
(and no Event of Default will have occurred) if Grantor, after Lendesr sends written notice demanding cure of such failure:
(a) cures the failure within fiteen (15) days; or (D) if the cure requires more: than fiteen (15) days, immediately inifiates
steps sufficient to cure the faiture and thereafter continues and completes aII reasonable and necessary steps sufficient
to produce compliance as soon as reasonably practical.

Default on Other Payments. Failure of Grantor within the time required by fhls Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary to prevent filing of or to effeci dlscharge of any lien.

False Statements. Any warranty, representation or slaltement made or furnished lo Lender.by Grantor or on Grantor's
behalf under this Deed of Trust or the Related Documents is false or misieading in’ any matenal respect, either now or at
the time made or furnished or becomes false or misleading at any time thereafter:- 3

Defective Coliateralization. This Deed of Trust or any of the Related Daocuments ceases to be_in full force and effect
(inciuding failure of any collateral document to create a valid and perfected securlty |nlere51 or lien) at any time and for
any reason. ;

Death or insotvency. The dissolution of Grantor's {regardless of whether election to conhnue is: made), any member
withdraws from the iimited liability company, or any other termination of Grantor's existerice as a geing business or the
death of any member, the insolvency of Grantor, the appointment of a receiver for any part-of Grantor's property, any
assignment for the bensfit of creditors, any type of creditor workout, or the commencement of any proceed:ng under any
bankruptcy or insolvericy iaws by or against Grantor.

Creditor or Forfeliure Proceedings Commencemsnt of foreclosure or forfeiture proceedmgs, whether by -judicial
proceeding, self-help, repossession or any other method, by any creditor of Grantor or by any gcvernmentel agency
against any property securing the Indebtedness. This includes a garnishment of any of Grantor's atcounts, neluding
deposit accounts, with Lender. However, this Event of Default shall not apply 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 forfeiture prdceadlng And it Grantor
gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender manies or'a surety: bond for,
the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being: -an adequate
reserve or bond for the dispute. o

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Granior and.f

Lender that is not remedied within any grace period provided therein, including without fimitation any agreemenl

concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of !he..--"‘ '

Indebledness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or fiabilily under,
any Guaranty of the Indebtedness. In the event of a death, Lender, atf its option, may, but shall not be raquired to,

permit the Guarantor's eslate lo assume unconditionally the obligations arising under the guaranty in a manner

’le_“”O((l!l‘l 10150181

, Skagit County Auditor
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DEED OF TRUST
(Continued) Page 7

' to ttte"‘full extent provided by applicable law.

i Successor Trusiee. lender, at Lender's option, may from time to time appoint a successor Trustes to any Trusiee

o appomted under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office

" of the recorder of Skagit County, State of Washington. The instrument shall contain, in addition to all other matters

fegUired by:state taw, the names of the original Lender, Trustee, and Grantor, the book and page or the Auditor’s File

:Number wharg this Deed of Trust is recorded, and the name and address of the successor trustee, and the instrument

‘shall be executed and acknowledged by Lender or its successors in interest. The successor lrustee, without conveyance

of the Property, shall succeed to all the title, power, and dutiss conferred upon the Truslee in this Deed of Trust and by

applicable law: This procedure for substitution of Trustee shall govern to the exclusion of all other provisions for
substitution:

NOTICES. Subject to appllcable law, and except for nofice required or allowed by law to be given in another manner, any
notice required to be given under this Deed of Trust, including without limitation any notice of default and any nofice of sale
shall be given in writing, and ‘shall be effective when actually delivered, when actually received by telefacsimile {unless
otherwise required by law), when. deposited with a nationally recognized overnight courier, or, if mailed, when deposited in
the United States mail; as first class, certified or registered mail postage prapaid, directed to the addresses shown near the
beginning of this Deed . ¢6f Trust. “All copies of notices of foreclosure from the holder of any lien which has priority over this
Deed of Trust shall be sent {o Lenders address, as shown near the beginning of this Deed of Trust. Any party may change its
address for notices under this Deed of Trust by giving formal written notice to the other parties, specifying that the purpose of
the notice is to change the pany's.address. For nofice purposes, Grantor agrees o keep Lender informed at all times of
Grantor's current address. Subject to.applicable law, and except for nolice required or allowed by law to be given in another
manner, if there is more than NG Grantor. any notice given by Lender 1o any Grantor is deemed 1o be nofice given io all
Grantors.

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

Amendments. This Desd. of Trust, togeiher with any Related Documents, constitutes the entire understanding and
agreament of the parties as to the 'matters set forth in this Deed of Trust. No alleration of or amendment to this Deed of
Trust shall be effective unless gwan in: wntmg and signed by the party or parties sought to be charged or bound by the
alteration or amendment. . ’

Annual Reports. If the Property is: used for purpnses other than Grantor's residence, Grantor shall furnish to Lender,
upon request, & certified statement of.néf operating income received from the Property during Grantor's previous fiscal
year in such form and detail as Lender shall feguire. "Nel operating income” shall mean all cash receipts from the
Properly less all cash expenditures made in connectlon with the aperation of the Property.

Caption 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

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

Governing Law. This Deed of Trust will be gmiemed by, construed and enforced in accordance with federal law
and the laws of the State of Washington. This Deed of Trust has been accepted by Lender in the State of
Washington.

Choice of Venue, If there is a lawsuit, Grantor agrees upoen, Lender s request to submit to the iurisdiction of the courts of
Skagit County, State of Washington.

No Waiver by Lender. Lender shall not be deemed to have walved any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay-or.qmission-on the part of Lender in exercising any right shall
operate as a waiver of such right or any other right. A waiver by Lendar of-a provision of this Deed of Trust shall not
pre;udlce or conslitute a waiver of Lender's right otherwise to demand strict-compliance with that provision or any ather
provision of this Deed of Trust. No prior waiver by Lender, nor any €ourse of dealing between Lender and Grantar, shall
constitute a waiver of any of Lender’s rights or of any of Grantor’s__‘ obligations as to any future fransactions. Whenever
the consent of Lender is required under this Deed of Trust, the granfing of such consent by Lender in any instance shail
not constitute continuing consent to subsequent instances where such consent is reqmred and in all cases such consent
may be granted or withheld in the sole discration of Lender. .

Severability. If & court of competent jurisdiction finds any prowsmn of thls Deed cf . Trust to be illegal, invalid, or
unenforceable as to any circumsiance, that finding shall not make the -offendirig’ provision illegal, invalid, or
unenforceable as o any other circurnstance. If feasible, the offending prowsian shall be considered modified so that it
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 unenforcaabmly of any provision of
this Deed of Trust shall not affect tha legality, validity or enforceability of any other prowsmn of fhis Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest, this
Deead of Trust shall he binding upon and inure to the benefit of the parties, their successors and asmgns If ownership of
the Property becomes vested in a person other than Grantor, Lender, without notice: to. Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the indebtedness by way of forbearance or’ extenswn without
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedneﬁs. :

Time is of the Essence. Time is of the essence in the perfarmance of this Dead of Trust.

Waiver of Homestead Exempfion. Grantor hereby releases and walves all righls and. beneﬁts of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust. = .= s

DEFINITIONS. The foillowing capitalized words and terms shall have the following meanings when used i} Ih:s 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 shail include the plural, and the plurat shall include the singuiar, as
the context may require. Words and terms not otherwise defined in this Deed of Trust shall have the meamngs attnbuted to
such terms in the Uniform Commercial Code: )

Beneliciary. The word "Beneficiary” means Whidbey Island Bank, and its successors and assigns.

Borrower. The word "Borrower™ means KINNEY NORTHWEST HOLDINGS, LLC, and all other persons and enhtles ;;
signing the Nole in whatever capacity. :

Deed of Trus!. Tha words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, and mcludes
without limitation all assignment and security interest provisions relating to the Personal Property and Rents. w‘

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

Environmenial Laws. The words "Environmental Laws” mean any and all state, federal and local statutes, regulatlons
and ordinances relating to the protection of human health or the environment, including without limitation the
Comprehensive Environmental Response, Compensation, and Liabilty Act of 1980, as amended, 42 U.S.C. Section .~

MR

, Skagit County Auditor
10/15/2001 Page Tof 9 3:06:09PM
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DEED OF TRUST
(Continued) Page 9

STATE oF ',Ja slnmq;f-o )
) S8
couu'rvor 5)( ch\t )
S i ‘” “\
On this IS' "’f’\ day of Octobevr L 20 Oy bafore me t'he undersigned

Notary Public, personally appeared FRED M KINNEY, Manager of KINNEY NORTHWEST HOLDIHGS LLC, and personaily
known to me or proved te me an the basis of sahslactory evidence to be a of the limited liability company that executed the
Deed of Trust and acknowlédged the Deed of Trust to be the free and voluntary act and deed of the limited liability company,
by authority of statute, it§ articlas ‘of organization or ils operating agreement, for the uses and purposes thergin mentioned,
and on oath stated that he or she |s au!honzed to execute this Deed of Trust and in fact executed the Deed of Trust on behalt

of the limited liabhity. ct;ep Y-
géj&@a Residing at H'}’\CL CetR)

Notary Public in and for the State ot wﬂ My commission expires |~ 21 05

REQUEST FOFI FULL RECONVEYANCE

Te: - %, Trustea

The undersigned is the legal owner and hnlder of aII mdebtedness secured by this Deed of Trust. You are hereby requested,
upan payment of all sums owing to you,"tg" recon'u‘ey wﬂhout warranly to the persons entitled thereto, the right, title and
interest now held by you under the Deed of Trust )

Date: o Beneficiary:
ELE By:
Its:

LASER PAC Lending, Var. 5.18.10.08 Copr. Harland Financial Soluliops, ¢, 1297, 2001, All Fighls Researved. - WA MACFILFLAGQ1.FC TR-10848 FR-COMMLRE
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