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—— FIRST AMERICANTITLE CO.
L --,_:_?“-(.:ONSTRUCTION pEED oF TRUST 7V TUGAEE -2

DATE: July 24, 2003:“_.;.

Reference # (if appllcable) . : Additional on page
Grantor{s): :
1. FOSMARK GROUP INC

Grantee(s) s
1. PEOPLES BANK A
2. First American Title Co of Skaglt County, Trustee

Legal Description: LOT 502, "SH ELTEH BAY DIV 3" Additional on page 2
Assessor's Tax Parcel ID#: 5100-003-502- 000.0 (L6735)

THIS DEED OF TRUST is dated July 24, 2003, among FOSMARK GROUP INC., A DELAWARE
CORPORATION, whose address is P O:BOX 679, LA CONNER, WA 98257 ("Grantor");
PEOPLES BANK, whose mailing address is MOUNT VERNON OFFICE, 1801 RIVERSIDE
DRIVE, MOUNT VERNON, WA 98273 (referred to' below sometimes as "Lender" and
sometimes as "Beneficiary"); and First American Title Co. of Skagit County, whose mailing
address is 1301-B Riverside Drive, Mount Vernon, WA 08273 (referred to below as

"Trustee"). : '
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DEED OF TRUST
{Continued) Page 3

g .Ionij.aé' in Lender's sole opinion, Lender's interests in the Property are not jeopardized. Lender may require Grantor to
§ post adequate security or & surety bond, reasonably satisfactory to Lender, to protect Lender’s interest.

& Duty to Protec’l Grantor agrees neither to abandon 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.

Cempllanee wlth Lease. Grantor will pay all rents and will strictly observe and perform on a timely basis all other terms,
¢ovenants, and conditions of the Lease. Granltor will indemnify and hold Lender harmless against all losses, liabilities,
actions, suits, proceedings, costs including attorneys’ fees claims, demands, and damages whatsoever which may be
incurred by reason of Grantor's failure to pay rents or strictly observe or perform under the Lease.

Other Agreements Relating to the Lease. Grantor further agrees (1} not to surrender, terminatse, or cancel the Lease,
and (2} not to modify; change, supplement, alter, or amend the Lease, either orally or in writing, without Lender's prior

written consent. -Any attempt by Grantor to do any of the foregoing without Lender's prior written consent will be void

and of no force and gffect. At Lender's option, Grantor will deposit with Lender as further security all original documents

relating to the Leasé and thé leasehold interest in the Property. Unless Grantor is in breach or default of any of the terms
contained in this” Dee’d of Trust, Lender will have no right to cancel, modify, change, supplement, alter or amend the

leasehold interegt:  No“estate’in.the Property, whether fee title to the leasehold premises, the leasehold estate, or any
subleasehold estate, wilk: merge without Lender express written consent; rather these estates will remain separate and
distinct, even if there is a uriion-of these estates in the landlord, Grantor, or a third party who purchases or ctherwise
acquires the estates. Grantor further agrees that if Grantor acquires all or a portion of the fee simple title, or any other
leasehold or subleasehadld title to the Fraperty, that title will, at Lender’s option, immediately become subject to the terms

of this Deed of Trust, and Grantor il ‘exacute, deliver and record all documents necessary or appropriate 10 assure that
such title is secured by this Deed of Trust.

Notices Relating to the Lease. Grantor will promptly notify Lender in writing:

{1) if Grantor is in default in‘the perfomﬁnce or observance of any of the terms, covenants, or conditicns which
Grantor is to perform or observe under the Lease;

(2) if any event occurs which would conshtute a default under the Lease;
{3) if any notice of detault is gwen to Grantor by the landiord under the Leass;

(4) i, pursuant to the Lease, any proceeds ‘received for the Properly are deposited with someone other than
Lender, whether received from ary |nsurance on the Property or from the taking of any or all of the Property by
eminent domain; and :

(5) if any arbitration or appraisal proceedmgs are requested or instituted pursuant to the Lease.

Grantor agrees to provide Lender promptly with A copy of all written materials relating 1o any of the above and to provide
Lender with such other information as Lender may reasonably request. Grantor agrees that pramptly after the execution
and delivery of this Deed of Trust, Grantor will nafify the landlord under the Lease in writing of the execution and delivery
of this Deed of Trust and of the name and address.of: Lender and WI|| deliver a copy of this Deed of Trust to the landiord.

Option to Cure Lease Default. Upon Lender’s rece|pt of any.. wrnﬁen notice of Grantor's default under the Lease,
Lender may, at Lender's option, cure such default, even though-Grantor, or any party on behalf of Grantor, questions or
denies the existence of such default or the nature of the default:” Granior expressly grants to Lender the absolute and
immediate right fo enter upon the Property to such extent-and-as often as Lender in it sole discretion deems necessary
or desirable in order to prevent or cure any such default by Gi‘antor '

Construction Loan. I some or all of the proceeds of the I6an eredting the Indebtedness are to be used to construct or
complete construction of any Improvements on the Property, the Improvemerits shall be completed no later than the
maturity date of the Note (or such earlier date as Lender may reasonably.establish) and Grantor shall pay in full all costs
and expenses in connection with the work. Lender will disburse Igan:'proceeds under such terms and conditions as
Lender may deem reasonably necessary to insure that the interest created by this’Deed. of Trust shall have priority over
all possible liens, including those of material suppliers and workmén., Lender may require, among other things, that
disbursement requests be supported by receipted bills, expense affidavits, waivers of liens, construction progress
reports, and such other documentation as Lender may reasonably request, !

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender’s option, (A) de(:lare ir_nmediately due and payable afl
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 transfer, without Lender'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; whethefiégal, beneficial or equitable; whether
voluntary or Involuntary; whether by outright sale, deed, installment sale contract, land-eontragt; conitract for deed, lsasehold
interest with a term greater than three (3) years, leass-option contract, or by sale, assignment;-or transfer of any beneficial
interest in or to any land trust holding title to the Real Property, or by any other method of ¢cenveyance of.an interest in the
Real Property. If any Grantor is a corporation, partnership or limited liability company, transfer also- includes any changs in
ownership of more than twenty-five percent (25%) of the voting stock, partnership interests or limited liability company
interests, as the case may be, of such Grantor. However, this option shall not be exermsed by Lender |f such exercise is
prohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions relating to the taxes and liens on the Property are paft of thIS Deed of-Trust:

Payment. Grantor shall pay when due {(and in all events prior to delinquency) all taxes, spe-mal taxes,.kassassments,
charges (including water and sewer), fines and impositions levied against or on account of the Property,-and-shall pay

when due all ¢laims for work done on or for services rendered or material furnished to the Property. Granter 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 otherwise provided in this Deed of Trust :

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with -4 ggo‘d fa"rt_h*

dispute over the obligation to pay, so long as Lender's interest in the Property is not jeopardized. If a lign arises'or is ..
filed as a result of nonpayment, Grantor shall within fifteen (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 Lender, deposit with -
Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an amount sufficient 16,
discharge the lien plus any costs and attoreys’ 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 cbligee under any surety bond furnlshed i

in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes':o'r’:'
assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written statement

of the taxes and assessments agalnstt =} I OPGI'ty
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DEED OF TRUST
{(Continued) Page 5

'Api:;ilcétlon of Net Proceeds. If all or any part of the Property is condemned by eminent domain proceedings or by any

¢ :proceeding or purchase in lieu of condemnation, Lender may at its election require that all or any portion of the net
_procesds of the award be applied to the Indebtedness or the repair or restoration of the Property. The net proceeds of
© the award shall mean the award after payment of all reasonable costs, expenses, and attorneys' fees incurred by Trustee

or Lender in‘connection with the condemnation.

IMPdSlTION OF. TAXES FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating to
governmental taxes, feeg and charges are a part of this Deed of Trust:

SEC

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documents in addition to this
Deed of Trust'and take whatever other action is requested by Lender to perfect and cantinue Lender's lien on the Real
Property. .-Graritor shall reimburse Lender for all taxes, as described below, together with all expenses incurred in
recording, perfacting or.¢ontinuing this Deed of Trust, including without limitation all taxes, fees, documentary stamps,
and other-Charges for recerding or registering this Deed of Trust.

Taxes. The followingshall constitute taxes to which this section applies: {1) a specific tax upon this typs of Deed of
Trust or upon all or'any part of the Indebtedness secured by this Deed of Trust, (2) a specific tax on Borrower which
Borrower is authorized. o, 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 holder of the Note; and (4) a specific tax on
all or any portion of the Indebtedness or on payments of principal and interest made by Borrower.

Subsequent Taxes. If any1ax-to which this section applies is enacted subsequent to the date of this Deed of Trust, this

event shall have the samie effect as an.Event of Default, and Lender may exercise any or all of its available remedies for
an Event of Default as. provided below unless Grantor either (1)} pays the tax befors it becomes delinquent, or ({2}

contests the tax as provided above in the Taxes and Liens section and deposits with Lender cash or a sufficient

corporate surety bond or other:security satlsfaciory to Lender.

URITY AGREEMENT; FINANCING STATEMENTS The following provisions relating o this Deed of Trust as a security

agreemant are a part of thls Deed of Trust

Security Agreement. This mstrumant shali ‘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
time to time. :

Security Interest. Upon request by Lender Gra.ntor shall execute financing statements and take whatever other action
is requested by Lender to perfect and contmua 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, tile executed counterparts, copies or repreductlons of this Deed of Trust as a financing statement. Grantor
shall reimburse Lender for all expenses incurred in peérfecting or continuing this security interest. Upon default, Grantor
shall not remove, sever or detach the Persdrial Propefty from the Property. Upon default, Grantor shall assemble any
Personal Property not affixed to the Property ia manner and at a place reasonably convenient to Grantor and Lender
and make it available to Lender within threa (3} days after receipt of written demand from Lender to the extent permitted

by applicable law.

Addresses. The mailing addresses of Grantor (debtdr) and Lender {secured party) from which information concerning
the security interest granted by this Deed of Trust may be obtalned [each as required by the Uniform Cominercial Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The.- follDW|ng prowswns relatihng to further assurances and
attorney-in-fact are a part of this Deed of Trust: .

Further Assurances. At any time, and from time to tlma upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, to Lender-or-to Lenders designee, and when requested by

Lender, cause 1o be filed, recorded, refiled, or rerscorded, 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 staternents, instruments of furthér 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 (i) Borrower's and Grantor’s obligations uriderthe'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 Grantor. Unless profiibited by law or Lender agrees to the

contrary in writing, Grantor shall reimburse Lender for all cosls and expenses mcurred in connectmn with the matters
referred to in this paragraph.

Attorney-ln -Fact. If Grantor fails to do any of the things referred to in the precedlng paragraph Lender may do so for
and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby. ifrevocably appoints Lender
as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing;- recordirig, and doing all other things
as may be necessary or desirable, in Lendst's sole opinion, to accomplish the matters referred Ioin the preceding
paragraph.

FULL PERFORMANCE. If Borrower pays all the indebtedness when due, and otharwise peﬁorms all the obllgatsons imposed

upon
exXec
SBCU

Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request forfull recopveyance and shall
ute and deliver to Grantor suitable statements of termination of any financing statement.on filegvidencing Lender’s
rity interest in the Rents and the Personal Property. Any reconveyance fee shall be paid by -Grantor; if permitied by

applicable law. The grantee in any reconveyance may be described as the "person or persons legally entﬂled thereto”, and
the recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any- such matters or

facts.

EVENTS OF DEFAULT. Each of the following, at Lender's option, shall constitute an Event of Defauilt under th|s ﬁeed of
Trust: ; :

Payment Default. Borrower fails to make any payment when due under the Indebtedness,

Other Defaults. Borrower or Grantor fails to comply with or to perform any other term, obligation, covenant or COI‘IdItIOh
contained in this Deed of Trust or in any of the Related Documents or to comply with of to perfoerm any term ubllganon
covenant or condition contained in any other agreement between Lender and Borrower or Grantor.

Compliance Default. Failure to comply with any other term, obligation, covenant or condition contained in thlS Deed of i
Trust, the Note or in any of the Related Documants. If such a failure is curable and if Borrower or Grantor has not baen *
given a notice of a breach of the same provision of this Deed of Trust within the preceding twelve (12) months, itmay be /-
cured (and no Event of Default will have occurred) if Borrower or Grantor, after Lender sends written notice demanding
cure of such failure: (a) cures the failure within fifteen (15) days, or (b) if the cure requires more than fifteen (15) days,
immediately initiates steps sufficient to cure the failure and thereafter continues and completes all reasonable and )
necessary steps sufficient to produce compliance as soon as reasonably practical.

Default on Other Payments. Failure of Grantor witr” = 7= ~==rimnrd beeshic Nand of Triist i maka anv payment for

L

Skagrt 00unty Audltor
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DEED OF TRUST
(Continued) Page 7

Sale of the Property. To the extent permitted by applicable law, Borrower and Grantor hereby waives any and all rights
¢ .~to have the Property marshalled. |n exercising its rights and remedies, the Trustes or Lender shall be free to sell all or
_any part 'of the Property together or separately, in one sale or by separate sales. Lendsr shall be entitied to bid at any
* pubiic.sale. on all or any portion of the Property.

Attorneys' Fees; Expenses. If Lender institutes any suit or action to enforce any of the tems of this Deed of Trust,
Lender shall beé entitled to recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. ‘Whether or not any court action is involved, and to the extent not prohibited by law, all reasonable

expenses Lender incurs that in Lender's opinion are necessary at any time for the protection of its interest or the
enfercement of ils rights shall become a part of the Indebtedness payable on dernand and shall bear interest at the Note

rate from the date of the expenditure until repaid. Expenses covered by this paragraph include, without limitation,

however.subject to any limits under applicable law, Lender’s attorneys’ fees and Lender’s legal expenses, whether or not
there is=a fawsuit, including attorneys’ fees and expenses for bankruptcy proceedings ({including efforts to modify or
vacate any automatic stay.or injunction}, appeals, and any anticipated post-judgment collection services, the cost of

searching records, obtaining title reports (including foreclosure reports), surveyors’ reports, and appraisal fees, title
insurance, and fees for;the Trustes, to the extent permitted by applicable law. Grantor also will pay any court costs, in
addition to all other sums: prowded by law.

Rights of Trustee, Trus;oe sh_gll h_gave all of the rights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS.;OF__ TRUSTEE. The following provisions refating to the powers and obligations of Trustee
{pursuant to Lender's instructions) afe part .oj this Deed of Trust:

Powers of Trustee. In addition to.all. powers of Trustee arising as a matter of law, Trustee shall have the power to take
the following actions with respect to the Property upon the written request of Lender and Grantor: (&} join in preparing
and filing a map or plat of the Real Property, including the dedication of streets or other rights to the public; {b) join in
granting any sasement or :creating any restriction on the Real Property; and {c} join in any subordination or other
agreement affecting this Deed of Trust ortheinterest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be obllgated to notify any other party of a pending sale under any other trust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless required by
applicable law, or unless the action.or proceedmg s brought by Trustee.

Trustee. Trustee shall meet all quallfncatmns reqmred for Trustee under applicable law. In addition to the rights and

remedies set forth above, with respect to.alk or any part of the Property, the Trustee shall have the right to foreclose by
notice and sale, and L.ender shall have the rlght 0 foreclose by judicial foreclosure, in either case in accordance with and

to the full extent provided by applicable law.

Successor Trustee. Lender, at Lender's opt:on may from time to time appoint a successor Trustee to any Trustee
appointad under this Deed of Trust by an ingtrument executed and acknowledged by Lender and recorded in the office
of the recarder of SKAGIT County, State of Washirgton. The instrument shall contain, in addition to all other matters
required by state law, the names of the original. Lander, Trustee, and Grantar, the book and page ar the Auditor's File
Number whera 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 trustee, without conveyance
of the Property, shall succeed to all the title, power,and duties coriferred upon the Trustee in this Deed of Trust and by
applicable Yaw. This procedure for substitution of Trusiee shaﬂ govern to the exciusion of all other provisions for
substitution.

NOTICES. Subject to applicable law, and except for notice requlred or allowed by law to be given in another manner, any
notice reqmred 1o be given under this Deed of Trust, including without limitation any notice of default and any natice of sale
shall be given in writing, and shall be effective when actually “detiveréd, -when .actually received by telefacsimile (unless
otherwise required by law), when deposited with a nationally recognized cwemlght courier, or, if mailed, when deposited in
the United States mail, as first class, certified or registered mail postage prepaid, ‘directed 1o the addresses shown near the
beginning of this Deed of Trust. Ali copies of notices of foreclosure from thie holder. of any lien which has priority over this
Desd of Trust shall be sent to Lender's address, as shown near the beginhing 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 othar parties, specifying that the purpose of
the notice is to change the party’s address. For notice purposes, Grantor agreeés (o keep Lender informed at all tmes of
Grantor's current address. Subject to applicable law, and except for notice requned ‘or allowsd: by law to be glven in another
manner, if there is mare than one Grantor, any natice given by Lender to any Grantor is deemed to be notice given to all
Grantors.

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

Amendments. This Deed of Trust, together with any Related Documents,’.constitutes the ‘entire understanding and
agreement of the parties as to the matters set forth in this Deed of Trust. No alteratlon of of amendment to this Deed of
Trust shall be effective uniess given in writing and signed by the party or parties sought to be charged or bound by the
alteration or amendment.

Annual Reports. If the Properly is used for purposes other than Grantor's remdence, Grantor shaﬂ furnish to Lendsr,

upon request, a certified statement of net cperating income received from the Property during Grantor's previous fiscal
year in such form and detail as Lender shall require. "Net operating income" shall mean all c:ash recelpts trom the
Property less all cash expenditures made in connection with the operation of the Property. - :

Caption Headings. Gaptnon headings in this Deed of Trust are for convenience pumposas on!y and afe not 1o.be used fo
interpret or defing the provisions of this Deed of Trust.

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

Governing Law. This Deed of Trust will be governed 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 upon Lender’s request to submit to the junsdlctlon of the courts of
SKAGIT County, State of Washington,

Joint and Several Liability. All gbligations of Borrower and Grantor under this Deed of Trust shall be joint and severai o
and all references to Grantor shall mean each and every Grantor, and all references to Borrower shall mean each.and ¢
every Borrower. This means that each Borrower and Grantor signing below is respensible for all obligations in this Deed . .
of Trust. Where any one or more of the parties is a corporation, partnership, limited liability company or similar enfity, itiis .~
not necessary for Lender to inquire into the powers of any of the officers, directors, partiners, members, or other agents”
actlng or purporting to act on the entity's behalf, and any obligations made or created in reliance upon the professed
gxercise of such powers shall be guaranteed under this Deed of Trust.

No Walver by Lender. Lender shall not be - mRend s vinhts ander this Deed of Trust unless such

«mmmmummmnmmmmmm
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DEED OF TRUST
(Continued) Page 9

Trustee The word "Trustee" means First American Title Co. of Skagit County, whose mailing address is 1301-B
Rwerslde Drive, Mount Vemon, WA 98273 and any substitute or successor trustees.

-GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
A’GREES TO TTS TERMS.

GRANT OR:

FOSMARK GROUP INC.
v it gy,
\. R08y; "”/f

&G 5507,
& "
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By: [ lR A BAEATD - -
PATRICIA L., IVERSQ__N-, PBESIDENT of FOSMARK GROUP INC.
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STATE OF

COUNTY OF g Ya 51 l{'

o L4
On this 4: day of UI , 20 z % , before me, the undersigned
Notary Public; “bersonally appeared PATRICIA L | , PRESIDENT of FCSMARK GROUP INC., and personally known
to me ar proved to me on the basis of satigfactary evidehce to be an authorized agent of the corporation that executed the
Deed of Trust and ackrowledgsd the Deed of Trust t5'be'the free and voluntary act and deed of the corporation, by authority
of its Bylaws or by resolution of its board of diréctors; for.the uses and purposes therein mentioned, and on cath stated that
ecute this Deed of Trust and in fact executed the Deed of Trust op behalf of the corporatlon
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\\\\
\

Residing (0

Notary Public in and for the State of J{ ﬁ ":. - My commission expires ‘u ﬂ At Q ,i E’C{_,

REQUEST FOR FULL" HECONVEYANCE

To: Trustee

The undersignad is the legal owner and holder of all mdebtedness secured' by'thls Deed of Trust. You are hereby requested,
upon payment of all sums owing to you, to reconvey without warranty tﬁ the persons entitled thereto, the right, title and
interest now held by you under the Deed of Trust.

Date: & Bgneflciary:
[ E By:
.., NS
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