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" CONSTRUCTION DEED OF TRUST  [57]SOL2E -D-

DATE: August 22, zdb3-=-""

Reference # (if apphcable} B75063 Additional on page
Grantoris):
1. B&l PROPERTY HOLD!NGS LLC

Grantee(s)
1. Whidbey island Bank
2. FIRST AMERICAN TITLE COMPANY OF SKAGIT COUNTY, Trustee

Legal Description: SECT. 20, TOWNSHIP 34 RANGE 4;
PTN OF SW 1/4 OF NE 1/4 AKA TRACT A, SP# MV-2- 78 Additional on page 9

Assessor's Tax Parcel ID#: 340420- -__‘I 700§~0200 P92

THIS DEED OF TRUST is dated August 22; 2003, among B&I PROPERTY HOLDINGS, LLC: a
Washington Limited Liability Company (Grantor) Whldbey Island Bank, whose mailing
address is Burlington Office, 1800 8. Burlington Ave P.0. Box 302, Burlington, WA 98233
(referred to below sometimes as "Lender” and ‘sometimes as "Beneficiary”); and FIRST
AMERICAN TITLE COMPANY OF SKAGIT COUNTY, whose mailing address is PO BOX 1667,
MOUNT VERNON, WA 98273 (referred to below .as "Trustee").
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DEED OF TRUST
{Continued} Page 3

: regulatlon and withhold compliance during any proceeding, |ncludmg appropriate appeals, so long as Grantor has
¢ .-hatified Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lender's interests in the
Property ‘are not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonably

- sansfaetary to Lender, to protect Lender's interest.

Duty to Protect Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all ather
acis, in addition to those acts set forth above in this section, which from the character and use of the Proparty are
reasonably-“hecessary to protect and preserve the Property,

DUE ON SALE CONSENT BY LENDER. Lender may, at Lender's option, (A} declare immediately due and payable all
sums sedured by this'Deed of Trust or (B) increase the interest rate provided for in the Note or other document
svidencing the indebtednass and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lenc_l_er g prior _wrlt:t_en consent, of all or any part of the Real Property, or any interest in the Real Property. A
"salg ar transfér” means the-conveyance of Real Property or any right, title or interest in the Real Property; whether
legal, beneficial or equitable® whether voluntary or involuntary; whether by outright sale, deed, installment sale cantract,
land contract, contract for déad, leasahold interest with a term greater than three {3} years, lease-option contract, or by
sale, assignment, or transfer of'"an‘y beneficial interest in or to any land trust holding title to the Real Property, or by any
other method of conveyance of aninterest in the Real Property. If any Grantor is a corporation, partnership or limited
liability company, trarisfer also mcludes any change in awnership 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 exercised by*’Lander if such exercise is prohibited by federal law or by Washington law.

TAXES AND LIENS. The followang prowsnons relating to the taxes and liens on the Property are part of this Deed of
Trust:

Payment. Grantor sha!l pa_i/ when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions levied against or on account of the Property, and shall
pay when due all claims for work dong anor for services rendered or material furnished to the Property. Grantor
shall maintain the Property free o all liens having priority aver or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxds and .assessmants not due and except as otherwise provided in this Deed of
Trust.

Right to Contest. Grantor may Wift_hhold_p_ayrﬁent"-of any tax, assassment, or claim in connection with a good faith
dispute over the obligation to pay, se:téng as-Lender's interest in the Praperty is nat jeopardized. If a lien arises ar
is filed as a result of nonpayment, Granter shall within fifteen {15} days after the lien arises or, if a lien is filed,
within fifteen (15) days after Grantor has notige of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficierit corpsrate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs.and attorneys' fees, or other charges that could accrue as a
result of a foreclosure or sale under the-lien. ~In_any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enfordement-against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the cantest proceedings.

Evidence of Payment. Grantor shall upon demar;'d furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the apprnprlate governmental official to deliver to Lender at any time a written
statement of the taxes and assessments against the Property

Notice of Construction. Grantor shall notify Lendar at Ieast ftheen {1 5} days before any work is commenced, any
services are furnished, or any materials are supplied tg.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 wili pay the cost of such
improvements, ; .

PROPERTY DAMAGE INSURANCE. The following provisions relatlng tc |nsur|ng the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain5' pulicias of_:'fir“e insurance with standard extended
coverage endorsements on a replacement basis for the full insurable valug covering all lmprovernents 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 alsa procure and maintain comprehenswe general liability insurance in such
coverage amounts as Lender may request with Trustes and Lender being naméd. as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain such other jnsurance,including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require.. Policies shall be written in
farm, amounts, coverages and basis reasonably acceptable 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 time the
policies or certificates of insurance in form satisfactory to Lender, including-stipilaticfis that coverages will not be
cancelled or diminished without at least ten {10) days priar written notice to Lendér, - Each insurance policy also
shall include an endorsement providing that coverage in favor of Lender will not bé impaired in-8ny way by any act,
omission aor default of Grantor or any other person. Should the Real Property be located in'én 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 nétice is given.By Lender that the
Property is located in a special flood hazard area, for the full unpaid principal balance-ef the |pan and any prior liens
on the property securing the loan, up to the maximum policy limits set under the Natianal Flood Insurance Program,
or as otherwise required by Lender, and to maintain such insurance for the term of the Ioan

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage fo. t :o'i)e'rty if the
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proaf of lgss if.Grantor fails to do
so within fifteen (15} days of the casualty. Whether or not Lender's sacurity is impaired, Lender‘may, at-tender's
election, receive and retain the proceeds of any insurance and apply the proceeds to the reduction-of the
Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the’ Property f Lenojer
elects to apply the proceeds to restoration and repair, Grantor shall repair or replace the damageéd .o, destroyed
Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such’. exﬁenditu"re pay
ar reimburse Grantor from the proceads for the reasonable cost of repair or restoration if Grantoris not in default"'“__
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their: receipt and
which Lender has not committed to the repair or restoration of the Property shall be used first to pay. any amount
owing to Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall beap

to the principal balance of the Indebtedness. If Lender holds any proceeds after payment in full -of the

Indebtedness, such proceeds shall be paid without interest to Grantor as Grantor's interests may appear.

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall fur:ni:s'h.:-'"
to Lender a repart on each existing policy of insurance showing: (1) the name of the insurer; (2) the"-.ris.k'é
insured; (3} the amount of the policy; (4) the property insured, the then current replacemant value of such

property, and the manner of determining that value; and {5} the expiration date of the poliev “rantor shall, upon . g

L
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DEED OF TRUST
(Continued) Page b

g A:c_id'r_e:_s‘“ses. The mailing addresses of Grantor (debtor) and Lender (secured party) from which information
¢ /-dongerning the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commertcial Code) are as stated on the first page of this Deed of Trust.

FURTHﬁﬁ 'ﬂSSlfRANCES ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorney.‘l'n -fact dre.a part of this Deed of Trust:

Further Assurances At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or=will cause to be made, executed or delivered, to Lender or to Lender’s designee, and when requested by
Lender; tayse to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and“places asLender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, secutity
agreements; financing, statements, 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,” contlnue, .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
Froperty, whether now ewned or hereafter acquired by Grantor. Unless prohibited by law or Lander agrees to the
contrary in wntmg, _Grantor ‘shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to in: thlS paragraph

Attorney-| |n-Fact 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
L.ender as Grantor's attorneyvihvfact for the purpose of making, executing, delivering, filing, recording, and deing all
other things as may be’l neeessary oF. des"able in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph

FULL PERFORMARNCE. If Grantor pays ali ‘the Indebtedness when due, and otherwise performs all the obligations
imposed upon Grantor under this Deed. of Trust, Lender shall executs and deliver to Trustes a request for full
reconveyance and shall exescute and deliver:ta Grantor suitable statements of termination of any financing statement on
file evidencing Lender’'s security'i_nferesﬁ in the Rgnts and the Personal Property. Any reconveyance fee shall be paid by
Grantar, if permitted by applicableé:law:" The grantee in any reconveyance may be described as the "person or persons
legally entitled thereto”, and the recital |n the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts st

DEFAULT. Default will occur if payment in Fulli is. net made immediately when due.

RIGHTS AND REMEDIES ON DEFAULT. “if Defa_qlt ocours under this Deed of Trust, at any time thereafter, Trustee or
Lender may exercise any one or more of the fallowing rights. and remedies:

Election of Remediss. Election by Lender fo pursu.e'En-y‘ remedy shall not exclude pursuit of any other remedy, and
an election to make expenditures or to take ac_tidqt’o perform an obligation of Grantor under this Deed of Trust,
after Grantor's failure to perform, shall not"affect Lender’s right to declare a default and exsrcise its remedies.

Accelerate Indebtedness. Lender shall have.=the:_ right at its option to declare the entire Indebtedness immediately
due and payable, including any prepayment panalty which Grantor would be required to pay.

Foreclosure. With respect to all or any part of.'th:e Real Property, the Trustee shall have the right to exercise its
power of sale and to foreclose by notice and sale, and Ltender shall have the right to foreclose by judicial
foreclosure, in either case in accordance with and to the fuII extent pro\nded by applicable law.

UCC Remedies. With respect to all or any part of the, PersonaI_~P_roperty, Lender shall have all the rights and
remedies of a secured party under the Uniform Comme’rciel Code, .

Coliect Rents. Lender shall have the right, without notlce to Grantor to take possession of and manage the
Property and collect the Rents, including amounts past due. and unpald and apply the net proceeds ovet and
above Lender's costs, against the Indebtedness. In furtherance: of_ this ‘right, Lender may reguire any tenant or
other user of the Property to make payments of rent or use fees directly tg Lender. f the Rents are collected by
Lendsr, then Grantor irrevocably designates Lender as Grantor's:attorney-in-faét to endorse instruments received in
payment thereof in the name of Grantar and to negotiate the same and collect the proceeds. Payments by tenants
or other users to Lender in response to Lender's demand shall satlsfy the obhgatlons for which the payments are
made, whether or not any proper grounds for the demand exnsted _Leﬂder may. exercise its rights under this
subparagraph either in person, by agent, or through a receiver. ’ : T

Appoint Receiver. Lender shalt have the right to have a receiver appointe'dx;t'o take possession of all or any part of
the Property, with the power to protect and preserve the Froperty, to opsrate the Property preceding or pending
fareclosure or sale, and to collect the Rents from the Property and apply‘the proceeds, over and above the cost of
the receivership, against the Indebtaedness. The receiver may serve withoutbond if permitted by law. Lender's
right to the appointment of a receiver shall exist whether or not the apparent-valug of-the Property exceeds the
Indebtedness hy a substantial amount. Employment by Lender shall not disqualify-a person from serving as a
recaiver. e

Tenancy at Sufferance. |f Grantor remains in possession of the Property after. the Property is sold as provided
above or Lender otherwise becomes entitled to possession of the Property upon defailt of Granter, Grantor shall
become a tenant at sufferance of Lender or the purchaser of the Property and shalli-at tender’ s option, either (1)
pay a reasonable rental for the use of the Property, or (2) wvacate the Property |mmed|ately upon the demand of
Lendar.

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this” Deed Df Tru:_
or by law.

'or.the Note

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any put;lxi'c.' sale 5f the "'Pe'rsonal
Property or of the time after which any private sale or other intended disposition of the Persanal Property is, o be

made. Reasonable notice shall mean notice given at lsast ten {10} days before the time of the” sale or dlsposmen
Any sale of the Personal Property may be made in conjunction with any sale of the Real Property. .

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and alI rights to have‘x.__
the Property marshalled. In exercising its rights and remedies, the Trustee or Lender shall be frea to sell all or any

part of the Property together or separately, in one sale or by separate sales. Lender shall be entitled to bld at any
public sale on all or any portion of the Property. :

Attorneys' Fees; Expenses. |f Lender institutes any suit or action to enforce any of the terms of thie __Deed“ of
Trust, Lender shall be entitled to recover such sum as the court may adjudge reasonable as attorneys’ fees at ;'tri'aluu .-
and upon any appeal. Whether or nat any court action is involved, and to the extent not prohibited by law, all.+"
reasonable expenses Lender incurs that in Lender's opinien are necessary at any time for the protection of jts
interest or the enfarcement of its rights shall become a part of the Indebtedness payable on demand and shall bear
interest at the Note rate from the date of the expenditure until repaid. Expenses covered by this paragraph include,

LT

Skaglt COunty Audrtor
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DEED OF TRUST
(Continued) Page 7

¢ /No"Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
& [ Avaiver is given in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right
' ghall pperate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
S'shall not prejudice or constitute a waiver of Lender’s right otherwise to demand strict compliance with that
provision ot any other provision of this Deed of Trust. No prior waiver by Lender, nar any course of dealing
between Lender and Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations
as.to any future transactions. Whenever the consent of Lender is required under this Deed of Trust, the granting
af such cohsent by Lender in any instance shall not constitute continuing consent to subsequent instances where
such cunsent |s fequired and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severablllty, If & 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
unenforgeable "as.to any other circumstance. If feasible, the offending provision shall be considered modified so
that it Bécomes 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
unenforceablllty of-any prowsuon of this Deed of Trust shall not affect the legality, validity or enforceability of any
other prowsmn uf thls Deed oT Trust.

Successars and Assngns Sub}ect 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 bensfit of the parties, their successors and assigns. |If
ownership of the Property. becomas vasted in a person other than Grantor, Lender, without notice to Grantar, rnay
deal with Grantor's sucedssors with reference to this Daed of Trust and the Indebtedness by way of forbearance or
extension without releasmg Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Tlme is of the &ssence in the petfermance of this Deed of Trust.

Waiver of Homestead Exemptlon Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws aof the State of Washlngton as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitallzed words and terms shall have the following meanings when used in this Deed of
Trust. Unless specifically stated to“the centrary, all references to dollar amcunts shall mean amounts in [awful money
of the United States of America. Words Aand terms used in the singular shall include the plural, and the plural shall
include the smguiar, as the context may reqmre. “Wards and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Unifgrm Cermmercial Code:

Bensficiary. The word "Beneflclary means Whldbev Istand Bank, and its successors and assigns.

Borrower. The word "Borrower” means B&! PROF‘EHTY HOLDINGS, LLC, and all ether persons and entities signing
the Note in whatever capacity.

Deed of Trust. The waords "Desad of True.t" m‘éan'this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitatien all assignment and security interest provisions relating to the Personal Property and
Rents. -

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

Environmental Laws. The words “Enwronmental Laws” mean any and all state, federal and local statutes,
regulations and ordinances relating to the protection of Hurpanhealth or the enviromment, inciuding without
limitation the Comprehensive Environmental Response, Campensatlon and Liability Act of 1980, as amended, 42
.5.C. Section 9601, et seq. ("CERCLA™}, the Superfund. Amendments and Reautherization Act of 1986, Pub. L.
Na. 99-499 ("SARA"), the Hazardous Materials Transportation Act, 4—'9 U.S.C. Section 1801, et seq., the Resource
Conservation and Recovery Act, 42 U.S.C. Section 6901 -at seq or other applicable state or federal laws, rules,
or regulaticns adopted pursuant thereta,

Grantor. The word "Grantor” means B&l PROPERTY HOLDINGS LLC

Hazardous Substances. The words "Hazardous Substances"; miean materlals that, because of their guantity,
concentration or physical, chemical or infectious characteristics may cause pr pase a present or potential hazard
to human health or the environment when improperly used, treated, stored disposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substances are used.in their very broadest sense and
include without limitation any and all hazardous or toxic substanges, miateiials or’waste as defined by or listed
under the Envircnmental Laws. The term "Hazardous Substances"” alsc ir_p_clud‘es, Wft_th‘out limitation, petroleum and
petroleum by-preducts or any fraction thereof and asbestos. CF 5

Improvements. The word "Improvements” means all existing and future 1mprovements, buildings, structures,
mobite homes affixed on the Real Property, facilities, additions, replacements and. uther construc‘non on the Real
Property.

Indebtedness. The word "Indebtsdness™ means all principal, interest, and oth_c_a-r "ar.'r'iounts, costs and expenses
payable under the Note or Related Documents, togethar with all renewals of; extensiong of, modifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts x"inended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Trustee 'or, Lepderto shforce Grantors
obligations under this Deed of Trust, together with interest on such amounts as prowded in thls Deed of Trust.

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

Note. The word "Note” means the promissory note dated August 22, 2003, in th ‘ or‘glnal principal
amount of $330,000.00 from Grantor to Lender, together with all renewals of, eXtensions :_qulflcatlons
of, refinancings of, consolidations of, and substitutions for the promissory note or agreement. :

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other art|c:|es of personal
property now ot hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property;
together with all accessions, parts, and additions to, all replacements of, and all substitutionis fof, any of. such
property; and together with all issues and profits therean and proceeds (including without I|m|tat|on aH Insurance
proceeds and refunds of premiums) from any sale or other disposition of the Property.

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

Real Property. The werds "Real Property” mean the real proparty, interests and rights, as further desq_;i'bed.:-i'ﬁ
Deed of Trust. e

Related Documents. The words "Related Documents™ mean all promissory notes, credit agresménts, logn.” .
agreements, environmental agreements, guaranties, security agreements, mortgages, deeds of trust, securlty .~
deeds, collateral mortgages, and all other instruments, agreements and documents, whether now or hereafter-"
existing, executed in connection with the Indebtedness.

Rents. The word "Rents” means all present and future rents, revenues, ihcome, issues, royalties, profits, and

AR
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The land referred to in th,ls report/pohcy is situated in the State of Washington, County of Skagit,
and is described as follows: :

Tract "A" of Mount Vernon Shott. Plat No. MV-2-78, approved January 27, 1978 and recorded
January 27, 1978 in Book 2 of Short Plats;’ paoe 185, records of Skagit County, Washington,
being a portion of the Southwest /4 of the ‘Northeast 1/4 of Section 20, Township 34 North,
Range 4 East, W.M., EXCEPT that portlon described as follows:

Beginning at the Northwest corner of that certain tract described in Quit Claim Deed to Norman
E. Berg and recorded under Auditor's File No. 9001240099 (described as Parcel "B" on Exhibit
D thereon); thence South 1 degree 11'13" East 14& 00 feet along the West line of said Berg Tract
(also being the East line of said Tract "A" Short Plat MV 2-78) to the North margin of Division
Street; thence South 89 degrees 53' 45" West'49.38 feet along said North margin of Division
Street (also being the South line of said Tract "A™ Short Plat. MV-2-78) to the East margin of
Seventeenth Street; thence North 1 degree 08" 56" West 148: 00 feet along said East margin of
Seventeenth Street (also being the West line of sald ",[ract "A" Short Plat MV-2-78) to a point
bearing South 89 degrees 53'45" West from the Pmnt of Beg,mnmG thence North 89 degrees
53'45" Fast 49.28 feet to the Point of Beginning. S v

Skaglt C‘.ounty Audn:or
8/27/2003 Page 9 of 9 1 30PIVI




