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DEED OF TRUST

@Wgo ,

DATE: May 30, 2003
' %7
Reference # (if appllcable} AE8952 Additional on page
Grantor(s}:
1. 1905 ASSOCIATES LLC

Grantee(s)
1. Whidbey Island Bank g
2. CHICAGO TITLE CGMPANY Trustee

Legal Description: LT b & 6, SKYLINE NO 13 Additional on page 2
Assessor's Tax Parcel [D#: 3828-00.0-00610008: 3828-000-005-0009; 350128-0-011-2504

THIS DEED OF TRUST is dated May. 30, 2003, among 1905 ASSOCIATES LLC, A
WASHINGTON LIMITED LIABILITY COMPANY ("Grantor”); Whidbey Island Bank, whose mailing
address is Anacortes Office, 2202 Commercial Ave., P.O. Box 320, Anacortes, WA 98221
{referred te below sometimes as "Lender” and. 'sorhe'tlmos as "Beneficiary"); and CHICAGO
TITLE COMPANY, whose mailing address is PO BOX 1228 ANACORTES, WA 98221 (referred
to below as "Trustee”). 3
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DEED OF TRUST
(Continued) Page 3

Property with this section of the Deed of Trust. Any inspections or tests made by Lender shail be for Lender's
;<" purposes only and shall not be construed te create any responsibility or liability on the part of Lender to Grantor or
-to any dther person. The representations and warranties contained herein are based on Grantor's due diligence in
mvestrgatmg the Property for Hazardous Substances. Grantor hereby (1) releases and waives any future claims
against Lendér for indemnity or contribution in the event Grantor becomes liable for cleanup or other costs under
:any such laws; and (2] agrees to indemnify and hold harmless Lender against any and all claims, losses, liabilities,
‘damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer resulting from a breach
of this sectlon of-the Deed of Trust or as a consequence of any use, generation, manufacture, storage, disposal,
release or. threatened release occurring prior to Grantor’'s ownership or interest in the Property, whether or not the
same was of should. have been known to Grantor. The provisions of this section of the Deed of Trust, including
the obligation o mdemmfy, shall survive the payment of the Indebtedness and the satisfaction and reconveyance
of the lien.ofthis Deed of Trust and shall not be affected by Lender's acquisition of any interest in the Property,
whathar. by foreclosure or otherwise,

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, ot suffer any
stripping of or waste on or'to the Property or any portion of the Property, Without limiting the generslity of the
foregoing, Grantor.wilknot'remave, or grant to any other party the right to remove, any timber, minerals (including
oil and gas), c'qal-,'clay_, scoria, 50il, gravel or rock products without Lender's prior written consent.

Removal of Improvement_s;-'"' kGr"'antor shall not demolish or remove any Improvements from the Real Property
without Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require
Grantor to make arrangements sa‘nsfactorv to Lender to replace such Improvements with Improvements of at least
equal value, : o

Lender’s Right to Enter I:en'der and Lender s agents and representatives may enter upon the Real Property at all
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance with the terms and condrt{ons of this Deed of Trust.

Compliance with Governmental Requ’irements Grantor shall promptly comply, and shalt promptly cause
compliance by all agents, tenarts of other persons or entities of every nature whatsoever whe rent, lease or
otherwise use ar occupy the Property in any manner, with ail faws, ordinances, and regulations, now or hereafter
in effect, of all governmental authérities applicable to the use or occupancy of the Property, including without
limitation, the Americans With Disabilitiés Act. ‘Grantor may contest in good faith any such law, ordinance, or
regulation and withhold compliance durmg any proceedlng, including appropriate appeals, so long as Grantor has
natified Lender in writing prior to doing ‘s and so long as, in Lender's sole opinion, Lender's interests in the
Property are not jecpardized. lender may redquire Grantor to post adequate security or a surety bond, reasonably
satisfactory to Lender, to protect Lender's interest.”

Duty to Protect. Grantor agrees neither: to aba'ndon or leave unattended the Property. Grantor shall do all 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 and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option,  {A}l declare immediately due and payable all
sums secured by this Deed of Trust or [(B) increase the interestirate provided for in the Note or other document
avidencing 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 any part of the RealPtoperty, or any interest in the Real Property. A
*sale or transfer” means the conveyance of Real Property of any right, title or interest in the Real Property; whether
legal, beneficial or equitable; whether voluntary or involuntary;whether by outright sale, deed, installiment sale contract,
land contract, contract for deed, leasehold interest with a terrn greater than three (3) years, lease-option contract, or by
sale, assignment, or transfer of any beneficial interest in or te any land frust holding title to the Real Property, or by any
other method of conveyance of an interest in the Real Property. If any, Graritor is a carporation, partnership or limited
tiability company, transfer also includes any change in ownership of more.than twenty-five percent {25%) of the voting
stock, partnership interests or limited liability company interests, asthe case may be, of such Grantor. However, this
option shall not be exercised by Lender if such exercise is prohibited: by federal Iaw or by Washington law.

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

Payment. Grantor shall pay when due {and in all events prior to dehnquencv ail taxes, special taxes, assessmernts,
charges (including water and sewer}, fines and impositions levied against oron account of the Praperty, and shall
pay when due all claims for work done on or for services rendered or material furrisked to the Property. Grantor
shall maintain the Property free of all liens having priority over or equal to the interest/of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due and except as otherW|se prowded in this Deed of
Trust. :

Right to Contest. Grantor may withhold payment of any tax, assessment, or clalm m cannection with a good faith
dispute over the obligation to pay, s long as Lender's interest in the Property is, norjeopardlzed If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen {15) days after thg lien arises.or, if a lien is filed,
within fifteen (15} days after Grantor has notice of the filing, secure the dlscharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bond or other security satlsfactorv 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 itgélf and. Lender and shali
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as-an additional
obligee under any surety bond furnished in the contest proceedings. P S

Evidence of Payment. Grantor shall upen demand furnish to Lender satisfactory evidence: of payment of the taxes
or assessments and shall authorize the appropriate governmental official to deliver to Lender at any tlme a wrltten
statement of the taxes and assessments 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, materlaimen s lien, or
other lien could be asserted on account of the work, services, or materials. Grantor will upon request “gfLender,
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the ‘¢ost of such
improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Property are a part of th|s Dee
Trust

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended

coverage endorsements on a replacement basis for the full insurable value covering all Impravements on the’ Real-"
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee
clause 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 :

AR
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DEED OF TRUST
(Continued) Page 5

_this Deed of Trust and take whatever other action is requested by Lender to perfect and centinue Lender's lien on

" the Real Property. Grantor shall reimburse Lender for all taxes, as described below, together with all expenses

~ingurred “in_recording, perfecting or continuing this Deed of Trust, including without iimitation all taxes, fees,
docymentary stamps, and other charges for recarding or registering this Deed of Trust.

;Taxes. The following shall constitute taxes to which this section applies: [1) a specific tax upon this type of

:Deed of Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; {2) a specific tax on

‘Grantor whigh Grantor is authorized or required to deduct from payments on the Indebtedness secured by this type

of Deed of Trust; (3} a tax on this type of Deed of Trust chargeable against the Lender or the halder of the Note;

gnd .{4)-"a specific .tax on all or any portion of the Indebtedness or on payments of principal and interest made by
rantor. wo

Subsequent Taxes. :If any tax to which this section applies is enacted subsequent to the date of this Deed of
Trust, this event shall have the same effect as Default, and Lender may exercise any or all of its available remedies
for Default as provided below unless Grantor either (1} pays the tax before it becomes delinquent, or (2}
contests the tax as provided above in the Taxes and Liens section and depasits with Lender cash or a sufficient
corporate surety bond.or 6ther security satisfactory to Lender.

SECURITY AGREEMENT; ‘FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a
security agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of the Property
constitutes fixtures, and Lender-shall have all of the rights of a secured party under the Uniform Commercial Code
as amended from timig 1o time, ... °

Security Interest. Upon request by -Lénder, Grantor shall execute financing statements and take whatevaer other
action is requested by Lendér to perfect and continue Lender's security interest in the Rents and Personal Property.
In addition to recording this-Deed of Tf‘usg 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 reimbirse-Lender for all expenses incurred in perfecting or continuing this security
interest. Upon default, Grantor shall pot remave, sever or detach the Personal Property from the Property. Upon
default, Grantor shalt assemble “any Personal.Property not affixed to the Property in a manner and at a place
reasonably convenient to Grantor.and Lendér and. make it available to Lender within three {3) days after receipt of
written demand from Lender to the-extent permitted by applicable law.

Addresses. The mailing addressés'ubfx ’ Grantor (debtor) and Lender {secured party) from which information
concerning the security interest granted by this Deed:of Trust may be obtained (each as required by the Uniform
Commercial Code} are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FAQT. + Thie following provisions relating to further assurances and
attorney-in-fact are a part of this Deed of Trust: -

Further Assurances. At any time, and from tim_e to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or-délivered, to Lender or to Lender's 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 Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and
other documents as may, in the sole opinion of Lender,-be.recessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1)  Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and (2) the liens and security interests:created by this Deed of Trust as first and prior liens on the
Property, whether now owned or hereafter acquired by Grantof. Uniess prohibited by law or Lender agrees to the
contrary in writing, Grantor shall reimburse Lender for all costs.and €xpenses incurred in connection with the
matters referred to in this paragraph. T

Attorney-in-Fact. If Grantor fails to do any of the things referred fo in the ‘preceding paragraph, Lender may de so
for and in the name of Grantor and at Grantor’s expense. For such purposes, Grantor hereby irrevocably appaints
Lender as Grantor's atterney-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 saolé.opinian, to agcomplish the matters referred to in
the preceding paragraph. e

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise. performs all the obligations
imposed upon Grantor under this Dead of Trust, Lender shall execute and deliver_': to Trustee a request for full
reconveyance and shall execute 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 shali be paid by
Grantor, if permitted by applicable law. The grantee in any reconveyance may, be described as the "persan or persons
legally entitled thereto”, and the recitals in the reconveyance of any matters or facts shalk’be conclusive proof of the
truthfulness of any such matters or facts. )

DEFAULT. Default will occur if payment in full is not made immediately when due,

RIGHTS AND REMEDIES ON.DEFAULT. If Default occurs under this Deed of Trust, at:any timeé thereafter, Trustee or
Lender may exercise any one or mare of the following rights and remedies: :

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursui;-ﬁf‘.at@ P‘ther remedy, and
an election to make expenditures or to take actien to perform an obligation of Grantor _l_m'd_er‘fhisi_‘Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a default and'--e'xqrci__ge.-its' _r_t_amg_dies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness immediately
due and payable, including any prepayment penalty which Grantar would be required to pay.”

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right t6 "e_xérqi"sg its
power of sale and to foreclose by notice and sale, and Lender shall have the right to forg_clbge by judicial
foreclosure, in either case in accordance with and to the full extent provided by applicable law. R T

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have al_:!“'t__he f'i-ghts and:
remedies of a secured party under the Uniform Commercial Cade.

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and.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 Indebtedness. In furtherance of this right, Lender may require any tenant 05--'
other user of the Property to make payments of rent or use fees directly to Lender. If the Rents are collectgq.'_by
Lender, then Grantor irrevocably 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 te:ng;nts
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

L
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DEED OF TRUST
{Continued) Page 7

) _;r;ef_i_eiﬁis from the Property less all cash expenditures made in connection with the operation of the Property.

7 Arbitration. Grantor and Lender agree that all disputes, claims and controversies between them whether individual,
* joint, or clags in nature, arising from this Deed of Trust or otherwise, including without limitation contract and tort
disputes, shall be arbitrated pursuant to the Rules of the American Arbitration Association in effect at the time the
~claim is filed, upon request of either party. No act to take or dispose of any Property shall constitute a waiver of
ithis arbitration agreement or be prohibited by this arbitration agreement. This includes, without limitation,
:obtaininginjunctive relfef or a temporary restraining order; invoking a power of sale under any deed of trust or
mortgage; obtaining a writ of attachment or imposition of a receiver; or exercising any rights relating to personal
preperty; including taking or disposing of such property with or without judicial process pursuant to Article 9 of the
Uniform Commarcial:=Code. Any disputes, claims, or controversies concerning the lfawfulness or reasonableness of
any act.“or-@xercise of any right, concerning any Property, including any claim to rescind, reform, or otherwise
modify: any agreement relating to the Property, shall also be arbitrated, provided however that no arbitrator shall
have the right orthe power to enjoin or restrain any act of any party. Judgment upon any award rendered by any
arbitrator may be entered in any court having jurisdiction. Nothing In this Deed of Trust shall preclude any party
from seeking equitable re‘l_ié{ from a court of compatent jurisdiction. The statute of limitations, estoppel, waiver,
laches, and similar:doctrines which would otherwise be applicable in an action brought by a party shall be
applicable in any arbitration”praceeding, and the commencement of an arbitration proceeding shall be deemed the
commencement of an:action for these purposes. The Federal Arbitration Act shall apply to the construction,
interpretation. and enforcement of this arbitration provision.

Caption Headings. C_a‘p'tioﬁ headings in this Deed of Trust are for convenience purposes only and are not to be
used to interpret or defing the previsions of this Deed of Trust,

Merger. There shall be rno m‘érger of-:t'he interest or estate created hy 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. ios T

Governing Law. This Deed ;;'f Trust wil"l'_b'é governed by, construed and enforced in accordance with federal law
and the laws of the State of ‘Wasghington. This Deed of Trust has been accepted by Lender in the State of
Washington.

Choice of Venue. If there is a 'fa.wusuit_(_. Grar:'\:'t_pr"‘a_grees upon Lender's requast to submit to the jurisdiction of the
courts of Skagit County, State of Washingten,” -

No Waiver by Lender. Lender shall ot be:deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lendér. No.delay or omission on the part of Lender in exercising any right
shall operate as a waiver of such right or’any othet right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of.Lender’s right otherwise to demand strict compliance with that
pravision or any other provision of this ‘Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any of Lender's rights or of any of Granter’'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 sha_ll'"._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.

Severability. if a court of competent jurisdiction finds any-provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not “make the offending provision illegal, invalid, or
unenforceable as to any other circumstance. [f feasible, Ahe offending provision shall be considered modified so
that it becomes legal, valid and enforceable. |f 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
unenforceability of any provision of this Deed of Trust shall not atfect-the legality, validity or enforceability of any
other provision of this Deed of Trust, T Y

Successors and Assigns. Subject to any limitations stated in this;Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure to the benéfit of the parties, their successors and assigns. |If
ownership of the Property becomes vested in a person other than Grantar;, 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
extension without releasing Grantor from the obligations of this Deed of Trust orliability under the Indebtedness.

Time is of the Essence. Time is of the essence in the performance 6.'1"t'hi$:_}..ljged of Trust

Waiver of Homestead Exemption. Grantor hereby releases and waives. e_gl' rights _énﬂ benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness securgd by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the followingmeanings’  when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall gn'eq_nf‘amounts in lawful maney
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 require. Words and terms not otherwise defined in this:Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code: ! S

Beneficiary., The word "Beneficiary” means Whidbey Island Bank, and its succes'sp::rs and asgiq_psﬁf

Borrower. The word "Borrower” means 1905 ASSOCIATES LLC, and all other '.ﬁersons arid_k..-.entities signing the
Note in whatever capacity. ST

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Granto'i;__tég-&qr,__kgud Trustee, and
includes without limitation all assignment and security interest provisions relating to the’ Personal-Property and
Rents. e

Default. The word "Default” means the Default set forth in this Deed of Trust in the section t_it-led J-‘Ifiefauitf’t

Environmental Laws. The words "Environmental Laws" mean any and all state, federal-and Jdocal statites,
regulations and ordinances relating to the protection of human health or the environment, including without
limitation the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amerided,” 42
U.5.C. Section 9601, et seq. {"CERCLA"), the Superfund Amendments and Reautharization Act of*]1986,Pub. L.
No. 99-499 ("SARA"}, the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource
Conservation and Recovery Act, 42 U.5.C. Section 6901, et seq., or other applicable state or federal laws, 1 les,
or regulations adopted pursuant thereto. R

Grantor. The word "Grantor” means 1905 ASSOCIATES LLC.

Hazardous Substances. The words "Hazardous Substances" mean materials that, because of their quan_t-itv,__... ’
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potential haz_z_;.r.d

to human health or the environment when improperly used, treated, stored, disposed of, generated, manufactyred,
transported or otherwise handled. The words "Hazardous Substances" are used in their very broadest sense and
include without limitation any and all hazardous or *~vir substances, materials or waste as defined by or listed .
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