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© 7 123-Third Avenue
;¢ POBoX 70
H ‘___..--*Edmonds WA 98020

LAND TITLE OF SKAGIT COUNTY

DEED OF TRUST

DATE: April 15, 2004 .

Reference # (if appllcab}e) EDMO—XX6512IT iTLE NO. 111234-5 Additicnal on page
Grantor(s):
1. SHDP ASSOCIATES LLC

Grantee(s) |
1. Frontier Bank R
2. LAND TITLE COMPANY OF SKAGIT COUNTY, Trustee

e
Legal Description: A PTN OF SE 1!4 -QF lf__dE 1/4, 7-34-4 E WM. Additional on page 2

Assessor's Tax Parcel ID#: 340407-1-055-0011; 340407-1-026-0015

THIS DEED OF TRUST is dated April 15, 2004, among SHDP ASSOCIATES LLC, A
WASHINGTON LIMITED LIABILITY COMPANY, whose address is 1359 NORTH 205TH ST,
SUITE B, SHORELINE, WA 98133 ("Grantor"); Frontier Bank, whose mailing address is
Edmonds, 123 Third Avenue, PO Box 70, Edmonds, WA - 98020 (referred to below sometimes
as "Lender" and sometimes as "Beneflclary"), ‘and LAND TITLE COMPANY OF SKAGIT
COUNTY, whose mailing address is 111 EAST, GEORGE HOPPER ROAD, BURLINGTON, WA
98233 (referred to below as "Trustee"). T
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E-CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in frust with power of sale, right
- of entry-and possession and for the benefif of Lender as Beneficiary, ail of Granfor’s right, titte, and interest in and to the
“following .described real property, together with all existing or subsequently erected or affxed buildings, improvements and

fixtures; all easements, rights of way, and appurfenances; all water, water rights and ditch rights (including stock in utilities
with: ditch or |rr|gatlon rights); and all other rights, royalties, and profits relating to the real property, including without limitation
all minerals, oil, gas, geothermal and similar matlers, (the "Real Proper?y") located in SKAGIT County, State

of Washmgton' -

See EXHIBIT A ‘Which is attached to this Deed of Trust and made a part of this Deed of
Trust: as if- fully set forth herein.

The Real Property or |ts address is commonly known as 1671-1771 S, BURLINGTON BLVD,
BURLINGTON, WA~ 98233. The Real Properlty tax identification number is
340407—1-055-0011 340407— -026-0015

Grantor hersby assighs as secunty to:Lender, all of Grantor's right, fitle, and interest in and to all leases, Rents, and profits of
the Property. This assignment is récorded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choate upon the recording of this Deed of Trusf. Lender granis to Grantor a license to collect
the Rents and profits, which: ]lcense may be revoked at Lender’s aplion and shall be automatically revoked upon acceleration
of all or part of the Indebtedness. -

THIS DEED OF TRUST, INCLUDiNG THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY IS GIVEN TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. TH!S DEED OF TRUST: IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE.” Ek?:ept'as'atherwme provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust.as they become due, and shall strictly and in a fimely manner perform all of Grantor’s
obligations under the Note, this Deed of Trust and tha Helated Documents.

POSSESSIQON AND MAINTENANCE OF THE PRGPERTY Grantor agrees that Grantor's possession and use of the Property
shall be governed by the following provisions®™ © :

Possession and Use. Until the oocurrence of an Event of Default, Grantor may (1) remain in possession and control of
the Property; (2) use, operate or manage:the Property; and (3) collect the Rents from the Property (this privilege is a
license from Lender to Grantor automatically reveked upan dsfault) The following provisions relate to the use of the
Property or 10 other limitations on the Property The: Real Praperty is not used principally for agricultural purpases.

Duty 1o Maintain, Grantor shall maintain the. Property in tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value.

Nuisance, Waste. Grantor shall not cause, conductior permit any:tiisance nor commit, permit, or suffer any stripping of
or waste on or to the Property or any portion of the Property. Withgut 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, soil, gravel or rock products without Lender's prior written congent.

Removal of Improvements. Grantor shall not demaolish, or remove'any improvements from the Real Property without
Lender's prior written consent, As a condition to the remaoval-of any Improvements, Lender may require Grantor to make
arrangements satisfactory to Lender to replace such Improvements wrth Improvements of at least equal vaiue.

Lender’s Right to Enter. Lender and Lender's agents and representatwas may enter upon the Real Property at all
reasonable times to altend to Lender’s interests and lo inspect the Real Property for purposes of Grantor's compliance
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Regquirements. Grantor shall pr’qmplly qomp_l?, and shall promptly cause compliance
by all agents, tenants or other persons or entities of every nature whaisoever who reni, lease or otherwise use or occupy
the Property in any manner, with all laws, ordinances, and regulations;, now of heraafter in effect, of all governmental
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With Disabilities
Act. Grantor may conlest in good faith any such law, ordinance, or regulation and withhold compliance during any
proceeding, including apprcprlate appeals, so long as Grantor has notified Lender in writing prior to doang s0 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 satistactory to Lender, to* prutect Lender s interest,

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property Granior shall do all other acts, in
addition to those acts set forth above in this section, which from the character and Usg of the Preperfy are reasonably
necessary t¢ protect and preserve the Property, .

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, {A) declare |mmedlately due and payable all
sums secured by this Deed of Trust or (B) increase the interest rate provided for in the Nete '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 ar any inlerest in the Real Property. A "sale-or transfer” means the
conveyance of Real Property or any right, title or interest in the Real Property; whether legal, berieficial’or equitable; whether
voluntary or involuntary; whether by outright sale, deed, Instaliment sale contract, land contract, Sontract #6f deed,:leasehold
interest with a term greater than three (3) years, lease—option contract, or by sale, assignment, or drangfer-of any beneticial
interest in or to any land trust halding fitle to the Real Property, or by any ather method of conveyance of an-intergst in the
Real Property. |f any Granlor is a corporation, partnership or limited fiability company, transfer also includes any change in
ownership of more than twenty-tive percent (25%) of the voting stock, partnership interests or limiled liability: company
interests, as the case may be, of such Grantor. However, this option shalt nol be exercised by Lender lf such exercnse 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 part of this Deed of Trust

Payment. Grantor shall pay when due (and in all events prior to delinquency) all taxes, special laxes, assessmen!s,
charges (including water and sewer), fines and rmposutlons levied against or on account of the Property, and shalt-pay:
when due all claims for work done on or tor services rendered or material furnished 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 Trusl
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 conneclion with a good‘_fej.__i;!-ﬁ'.
dispute over the obligation to 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 (15) days after the lien arises or, if a lien is filed, within fifteen
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{15) chays after Grantor has nolice of the filing, secure the discharge of the lien, or it requested by Lender, deposit with
“Lerider cash or a sufficient corporate surety bond or other security satisfaclory 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
" safe under the lien. ln any contest, Grantor shalt defend itself and Lender and shall satisfy any adverse judgment before

enfarcement against the Property, Grantor shall name Lender as an addilional obligee under any surety bond furnished
rin-the contést proceedings.

“Evidence of Paymenl. Grantor shail upon demand furnish to Lender safisfactory evidence of payment of the taxes or
‘assessmignts and ‘shall authorize the appropriate governmental official to detiver to Lender at any time a written slalement
of the taxes and assessments against the Property,

Notice of: Construchon Grantor shall notify Lender at least fiffeen (15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Property, if any mechanic’s lien, materiaimen's fien, or other
lien conld be asserted on account of the work, services, or materials. Grantor will upon request of Lender furnish to
Lender advance a"ssuranoés satisfactory to Lender that Grantor can and wili pay the cost of such improvements.

PROPERTY DAMAGE iNSURANCE The following provisions relating to insuring the Property are a part of this Deed of
Trust.

Malntenance of Insuran_ce. .-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 Improvements on the Real
Property in an amount sufﬂcsem to avoid application of any coinsurance clause, and with a standard meorigagee clause in
tavor of Lender. Grantor shall aiso.procure and maintain comprehensive general liability Insurance in such coverage
amounts as Lender may réquest with Frustee and Lender being named as additiona!l insureds in such liability insurance
policies.  Additionatly; Grantor-“shal. maintain such other insurance, including but not limited to hazard, business
interruption, and bailer insurance, as Lender may reasonably require.  Policies shall be writen in form, amounts,
coverages and basis reasanably acceptable to Lender and issued by a company or companies reasonably acceptable to
Lender. Granter, upon request of Lender, will deliver to Lender from time to time the policies or certificates of insurance
in form satisfactory to Lender, inlyding, sfipulations that coverages will not be cancelled or diminished without at least
thirty (30} days prior written riotice to.Lender. Each insurance policy also shall include an endorsement providing that
coverage in favor of Lender will net be'impaired in any way by any acl, omission or default of Grantor or any other
person. The Real Properly is or will be located. in an area designated by the Director of the Federal Emergency
Management Agency as a special ‘flood haZard areg. Granfor agrees to oblain and maintain Fedaral Flood Insurance, [f
available, for the full unpaid principal’balance of the loan and any prior llens on the property securing the loan, up to the
maximum pelicy limits set under the-Kational Flood 1nsurance Program, or as cotherwise required by Lender, and to
maintain such insurance for the term of the:loan, s

Application of Proceeds. Grantor shall Kpro‘mplly_-n'otify Lender of any loss or damage to the Property. Lender may
make proof of loss if Grantor fails fo do so. within-fiteen (15) days of the casualty. Whether or not Lender’s security is
impaired, Lender may, at Lender's election, recgive-and retain the proceeds of any insurance and apply the proceeds to
the reduction of the Indebledness, payment. of any lien affecting the Property, or the restoration and repair of the
Property. If Lender slects to apply the proceeds to, restoration and repair, Grantor shall repair or replace the damaged or
destroyed Improverments in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such expenditure,
pay or reimburse Grantor from the proceeds for the' reasonable.cost of repair or restoration if Granior is not in default
under this Deed of Trust. Any proceeds which have not begn 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 Trusl, then to pay accrued interast;and the remainder, If any, shail be applled 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 mterests may appear

Grantor’s Report on Insurance. Upon request of Lender however nol madte than once a year, Grantor shall furnish to
Lender a report on each existing policy of insurance showing: (1) the name ¢f the insurer; {2) the risks insured; (3)
the amount of the policy; (4) the property insured, the then current’ replacemenl value of such praperty, and the manner
of determining that value; and (5) the exprrairon date of the policy. Granlor shall, upon request of Lender, have an
independent appraiser satisfactory to Lender determine the cash value replacement cost of the Property.

LENDER’S EXPENDITURES. [f any action or proceeding is commencetd, that would materially affect Lender’s interest in the
Propertty or it Grantor fails o comply with any provision of this Deed of Trust or-any Relatéd Documents, including but not
limited to Grantor's failure to discharge or pay when due any amounts Grantor is reguired t6-discharge or pay under this Deed
of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not-be-tbligated o) take any action that Lender
deems appropriate, Including but not limited to discharging or paying all taxes, liens, securty interests, encumbrances and
other claims, at any fime levied or placed on the Property and paying all costs f__or'jnsuring, _mairgtaining and preserving the
Property. All such expenditures incurred or paid by Lender for such purposes will-then bear-interest at the rate charged
under the Note from the date incurred or paid by Lender to the date of repayment by Grantor,“All.such expenses will become
a part of the Indebtedness and, at Lender's option, will (A) be payable on demand; (B)"be‘added to the balance of the
Note and be apportioned ameng and be payable with any instaitment payments to become due during-gither (1) the term of
any applicable insurance policy; or {(2) the remaining term of the Nete; ar (C) be treated as a balloen payment which will be
due and payable at the Note’s maturity. The Deed of Trust also will secure payment of these amounis Such nght shall be in
addilion to all other rights and remedies to which Lender may be entitled upon Default. ’

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Propeﬂy are & pari of this Deed of
Trust:

Titte. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property ir fee srmple tree
and clear of all liens and encumbrances other than those sal forth in the Real Property descniptiori®or-in any fitle
insurance policy, titie report, or final titie opinion issued in favar of, and accepted by, Lender in canriectian. with this Deed
of Trust, and (b) Grantor has the fult right, power, and authorily to execute and deliver this Deed of Trustto Lender:,

Defense of Tille. Subject to the exception in the paragraph above, Grantor warrants and will forevér defend:thetitle to
the Property against the lawful claims of ail persons. In the event any action or proceeding is commenged that guestions
Grantor’s title or the inlerest of Trustee or Lender under this Deed of Trust, Grantor shalt defend the action at.Grantor's
expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitied to participate’in the™,
proceeding and to be represented in the proceeding by counsel of Lender’s own choice, and Grantor will deliver: or
cause lo be delivered, to Lender such instruments as Lender may request from time to time to permit such pamctpatlo

Compliance With Laws. Grantor warrants that the Property and Grantor's use of the Property complies with all exlstmg:
applicable laws, ordinances, and regulations of governmental authorities.

Survival of Representations and Warranties. Al representations, warranties, and agreements made by Grentor |n thls "
Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and shalf'
remain in full force and effect until such fime as Grantor’s Indsbtedness shall be paid in full. :

CONDEMNATION. The following pravisians relating to condemnation proceedings are g part of this Deed of Trust:

l |
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' Prnceedings If any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor
‘shall promptly take such steps as may be necessary to defend the action and obtain the award. Grantor may be the
-iominal-party in such proceeding, but Lender shall be entilled to paricipale in thg proceeding and to be represented in
" the proceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Eepder such: instruments and documentation as may be requested by Lender from fime to time to permit such
: pdrticipation. -

" Application of Net Proceeds. If all or any pari of the Property is condemned by eminent domain praceedings or by any
progeeding or purchase in lieu of condemnafion, Lender may at its election require that all or any portion of the net
praceeds-of the award be applied fo the Indebtedness or the repair or restoration of the Property. The net proceeds of
the dward stiall mean.the award after payment of all reasonable costs, expenses, and attorneys’ fees incurred by Trustee
or Lender |n connechon with the condemnaiion.

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

Current Taxes, Fees and Charges Upon request by Lender, Grantor shall exscute such documents in addition to this
Deed of Trust and take whalever other action is requested by Lender to perfect and continue Lender's lien on the Real
Property. Gréntor shall.reimburse Lender for all taxes, as described below, together with all expenses incurrad in
racording, perfécting or, continting this Deed of Trust, including without limitation all taxes, fees, documentary stamps,
and other charges for recording or registering this Deed of Trust.

Taxes. The following shall conshtute 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 which
Grantor is authorized ‘or regiired to deduct from payments on the Indebtedness secured by this type of Deed of Trust;
(3) atax on this type of Deed of Trust chargeable against the Lender or the holder of the Note; and (4) a specific fax
on all or any portion of the: Indebtednass or on payments of principal and interest made by Grantar.

Subsequent Taxes. if any:tax to wh|ch this section applies is enacted subsaquent to the date of this Deed of Trust, this
event shall have the same 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 befora it becomes delinguent, or (2)
contests the tax as provided above_in the Taxes and Liens sectien and deposits with Lender cash or a sufficient
corporate surety bond or other securlty sat:sfactnry 1o Lender.

SECURITY AGREEMENT; FINANCING ST ATEMENTS The following provisions relaling to this Deed of Trust as a security
agreement are a part of this Deed of Trust:+"" -

Security Agreement. This instrument shall consmute a Secunty Agreement to the extent any of the Property constitutes
fixtures, and Lender shall have all of the nghts of a secured party under the Uniform Commercial Code as amended from
time to time.

Security Interest. Lipon request by Lender, Gramor shall execufe financing statements and take whatever other action
is requestad by Lender to perfect and continué 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 counterparis, copies or reproductions of this Deed of Trust as a financing statement. Grantor
shall reimburse Lender for all expenses incurred in‘perfecting 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.dt a plage reasonably convenient to Grantor and Lender
and make it available to Lender within three (3) days aﬂer reCEIpt of wnﬁen demand from Lender to the extent permitted
by applicable law.

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) from which information concerning
the security interast granted by this Deed of Trust may be obtained (each as requrred by the Unitorm Commercial Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The chowing _brovisions ':relating to further assurances and
attorney-in-fact are a part of this Desd of Trusk:

Further Assurances. At any time, and from time to time, upon request uf Lender, Grantor will make, execute and
deliver, or will cause to be made, exscuted or delivered, 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 morigages; deeds of trust, security deeds, security
agreaments, financing statements, conlinuation statemenls, instruments of further assu'rance cerlificates, and other
documents as may, in the sole opinion of Lender, be necessary or desirable’in order tg effectuate, complele, 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 Grantor. Unless prohibited by law or Lender agrees to the ‘Comfrary in writing, Grantor shall
reimburse Lender for all costs and expenses incurred in conneclion with the matters reforred to in this paragraph.

Attorney-in-Fact. if Granfor 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 Granter's expense. For such purposes, Grantor heraby-irrevocably-appoints Lender
as Grantor's attorney-in—fact for the purpose of making, executing, delivering, fiing, recording, and-doing all other things
as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph.

FULL PERFORMANCE. if Grantor pays all the Indebtedness when dug, and otherwise performs aII the obllgatlons imposed
upon Grantor under this Deed of Trust, Lendar shall execute and deliver to Trustes & request for full i reconveyance and shall
execute and deliver to Grantor suitable statements of termination of any financing staiement on'file-avidencing Lender's
security interest in the Rents and the Personal Property. Any reconveyance fee shali be paid by Grantor; it permitted by
applicable law. The grantee in any reconveyance may be described as the "person or persons legally. entitled. theréle”,: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 oplion, shall conslitute an Event of Dafault urrder "‘IIS Deed of*-_:_
Trust:

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

Other Defaults, Grantor fails to comply with or to perform any other lerm, obligation, covenant or condition conlained ln. S
this Deed of Trust or in any of the Related Documents or o comply with or to perform any term, obligation, covenant o s
condition contained in any other agreement betwean Lender and Grantor. p

Compliance Defaull. Failure to comply with any other term, obligation, covenant or condition contained in this Deed;o"f“
Trust, the Note or in any of the Related Documents. If such a failure is curable and if Grantor has not been given a
notice of a breach of the same provision of this Beed of Trust within the preceding twelve (12) months, it may be cured .
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(and no Event of Default will have occurred) if Grantor, after Lender sends written notice demanding cure of such failure:
¢ J~'(ayeures the failure within ten (10) days; or (b) if the cure requires more than ten (10) days, immediately initiates sleps
sufficient-to cure the failure and thereafter continues and completes all reasonable and necessary steps sufficient to

" produce.compliance as soon as reasonably practical.

_,bjefauli on":__Oiher Payments. Failure of Grantor within tha time required by this Deed of Trust to make any payment for
‘taxes or insurance, or any other payment necassary to prevent filing of or to effact discharge of any lisn.

‘Default in Favor. of Third Parties. Should Grantor default under any loan, extension of credit, security agreement,
purchase of sales agreement, or any other agreement, in favor of any other creditor or person that may materially affect
any-of Grantor's property or Grantor's ability to repay the Indebtedness or perform their respective obligations under this
Deed of Trust er any of the Related Documents.

False Staléments. Ary wamranty, representation or stalement made or furnished to Lender by Grantor or on Grantor's
behalf tinder this Deed of Trust or the Related Docurments is false or misteading in any material respect, either now or at
the time made of'furnished or becomes false or misleading at any time thereafter,

Defective Collalerahzauon “This Deed of Trust or any of the Related Documents ceases to be in full force and sffect
{including failura of any collatEral document to create a valid and perfected security interest or lien) al any time and for
any reasorn. '

Death or Insolvency The dlssolutlon of Grantor's (regardless of whether election to continue is made), any member
withdraws fram the limited llablility company, or any other termination of Grantor's existence as a going business or the
death of any member,-the insolvericy. of Grantor, the appointment of a receiver for any part of Grantor’s property, any
assignment for the benefit of creditars,” any type of creditor workoul, or the commencement of any proceeding under any
bankruptey or insolvency laws. by or against Grantor.

Creditor or Forfeiiure Frot;eedings_; Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, selt-help, repossession or any:other method, by any creditor of Grantor or by any governmental agency
against any property securing the. Indebtédnéss. This includes a garnishment of any of Grantor's accounts, including
deposit accounts, with Lender..However, this Event of Default shall not apply if there is a geod faith dispute by Grantor
as o the validity or reasonableness.of the claim which is the basis of the creditor or forfeiture proceeding and if Grantor
gives Lender written notice of the:creditor or forfeiture proceeding and deposits with Lender monies or a surety bond for
the creditor or forfeiture proceedmg, |n v amounl determined by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute. i

Breach of Other Agreement. Any breach by Granlor under the terms of any other agreement between Grantar and
Lender that is not remedied within any grace period provided therein, including without limitation any agreement
concerning any indebtedness or other obligation ot__Grantor to Lender, whether existing now or later.

Events Affecling Guarantor. Any of the preteding events occurs wilh respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becorhes-incompetent, or revokes or disputes the validity of, or liability under,
any Guaranty of the Indebtedness. In the event of a death, Lender, at ils opticn, may, but shall not be required to,
permit the Guarantor's eslale lo assume unconditionally the obllgalions arising under the guaranty in a manner
satisfactory to Lender, and, in doing so, cure any Event of Dafault

Adverse Change. A material adverse change occurs in Grantor 5 fmanc:lal condition, or Lendsr believes the prospect of
payment or performance of the Indebtedness is impaired. : :

Right to Cure. If such a failure is curable and if Grantor hag not been glven a nolice of a breach of the same provision
of this Deed of Trusl within the preceding twelve (12)months, it /may be cured (and no Event of Default will have
occurred) if Grantor, after Lender sends written notice demanding cure of such failure: (a) cures the failure within ten
{10} days; or {b) if the cure requires more than ten (10) days, immedialely ifitiates steps sufficient ta cure the fallure and
thereafter continues and completes all reasonable and necessary steps sufﬁcnent to preduce compliance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occ'urs under thisf'Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedies:

Election of Remedies. Election by Lender to pursue any remedy sha_ll niot egcci:u_de--pursuit of any other remedy, and an
election to make expenditures or to take action to perform an obligation” of-Grantor ‘under this Deed of Trust, after
Grantor's failure to perform, shall not atfect Lender's right to declare a default and-exercise’its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declarqf'the entir_é I‘hdebiedness immediately due
and payable, inctuding any prepayment penalty which Grantor would be required to pay.. /

Foreclosure. With respect to all or any part of the Real Property, the Trustee’shal'have thev}lghl to exercise its power of
sale and lo foreclose by nofice and sale, and Lender shall have the right to foreclose by JUdICIal foreclosure, in either
case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respact to all or any part of the Personal Property, Lender shaH have aII the r|ghls and remedies of
a secured party under the Uniform Commercial Code.

Collect Renis. Lender shall have the right, without notice to Grantor to take possessuon of and manage the Property
and callect the Rents, including amounts past due and unpaid, and apply the net proceeds, over.and above Lender's
costs, against the Indebledness. In furtherance of this right, Lender may require any tenant or other user of the Properly
to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender; ‘then Grantor Irrevocably
designates Lender as Grantor’s allorney~in-fact 1o endorse instruments received in payment therdof in-the name of
Grantor and io negofiate the same and collect the proceeds. Payments by tenants or other users to.L.enderin 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 ifs rights under this subparagraph either in person, by agent or through a
receiver.

Appoint Receiver. Lender shall have the right to have a receiver appainted fo take possession of all‘or._any ._part of. the
Property, with the power to protect and preserve the Property, to operate the Praperty preceding or pending foreglosurg..
or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's right to the appointment ./
of a receiver shall exist whether or not the apparent value of the Property exceeds the Indebtedness by'a substantmlf'
amount. Employment by Lender shall not disqualify a person from serving as a receiver. . ]

Tenancy at Sutferance. if Grantor remains in possession of the Property after the Property is sold as prowdsd abovs or-
Lender ptherwise becomes entiled to possession of the Property upon default of Grantor, Grantor shall becoma a
tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender’s oplion, either (1) pay &’
reasonable rental for the use of the Property, or (2) vacate the Properly immediately upen the demand of Lender.

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note or .

W
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Natice of Sale. Lender shall give Grantor reasonable notice of the lime and place of any public sale of the Personal
~Property or of the time after which any private sale or other intended disposition of the Parsonal Property is to be made.

Reascndble notice shall mean nofice given at least ten (10) days before the time of the sale or disposition. Any sale of
the" Personal Property may be made in conjunction with any sale of the Real Property.

: Sale of the Rroperty. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have the
‘Property marshalled. In exercising ils rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Property together or separately, in one sale or by separate sales. Lender shall be antitled to bid at any public sale on all
orany. pomon of the Property

Aﬂorneys Fees; Expenses It Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lendershall e ‘entitled to recover such sum as the court may adjudge reasonable as attorneys' fees at trial and upon
any appeal. Whather .gr. 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
enforcement of its.. nghts shall become a part of the Indebtedness payable on demand and shall bear interast at the Note
rate from the dale. of'the expenditure until repaid. Expenses covered by this paragraph include, without limitation,
however subjéct 16 any limits:tinder applicable law, Lender's attorneys’ tees and Lender's legal expenses, whether or not
there is a lawsiit, including aftorneys’ fees and expenses for bankruptey proceedings (including efforts to modify or
vacate any aulomatic stay or injunction), appeals, and any anticipated post-]udgment collection services, the cost of
searching records, obfaining-title reports (including foreclosure reports), surveyors' reports, and appraisal fees, fitle
insurance, and fees for'the Trustee, to the exient permitted by applicable jaw. Grantor also will pay any court costs, in
addition to all other sums prowded by Iaw

Rights of Trustee. Truslsa shall have: ‘all of the rights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. Tha following provisions relating to the powers and obligations of Trustee
{pursuant to Lender’s |nstrucllons) are part of thls Ieed of Trust:

Powers of Trustee. In addition to’ aII_.pmyers of Trustee arising as 2 matter of law, Trustes shall have the power to take

the following actions with respect to‘the-Property upon the written request of Lender and Grantor: (a) join in preparing

and filing a map or plat of the Real Property, incliding the dedication of streets or other rights to the public; {b) join in

granting any easement or creatmg any. restriction ‘on the Real Property; and (¢) join in any subordination or other
agresment affecting this Deed of Trust or lhe rnterest of Lender under this Deed of Trust.

Obligations 1o Nofify. Truslee shall not be obltgaled 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 proceadmg |s brought by Trustee.

Trustee. Trustee shall meet all quallflcahons rsqunred for Truslee under applicable law. |n addition to the rights and
remedies sel forth above, with respect to all or any parl of the Property, the Trustee shall have the right to foreclose by
notice and sale, and Lender shall have the right to foraclose by judicial foreclosure, in either case in accordance with and
fo the full extent provided by applicable law, k

Successor Trustee. Lender, at Lender's option,_. may from tima"to time appoint a successor Trustee to any Trustee
appointed 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
required by state law, the names of the original Lender, Trustée, and Grantor, the book and page or the Auditor’s File
Number where 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 sucgessors inintgrest. The successor trustes, without conveyance
of the Property, shall succeed to all the titls, power, and dufies cenferred uppn the Trustee in this Deed of Trust and by
applicable law. This procedure for subslitution of Trustee-shall” govem Io lhe exclusion of all other provisions for
substitution.

NOTICES. Subject to applicable law, and except for notice requirsd cjr al’lowad by Iaw to be given in another manner, any
notice required to be given under this Deed of Trust, including without'fimitation any notice of default and any nolice of sale
shall be given in writing, and shall be eMeclive when actually delivered, when ac!ually received by telefacsimile (unless
otherwise required by law), when deposited with a nafionally recognized: overnlghl courier,. or, if mailed, when deposited in
the United States mail, as first class, cerlified or registered mail postage prepaid, directed to-the addresses shown near the
beginning of this Deed of Trust. All copies of notices of foreclosura from the hotder-of any. lien which has priority over this
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust. Any party may change its
address for notices under this Dead of Trust by giving formal written notice to the other paries, specifying that the purpose of
the notice is to change the party’s address. For nofice purposes, Grantor agrees.to keep ‘Lender informed at ail times of
Grantor's current address. Subject to applicable law, and except for natice required & ‘allowed by law to be given in another
mannet, if there is more than ong Grantor, any notice given by Lender to any Graritoris deemed to be notice given 1o all
Grantors.

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of tms Deed of Trust

Amendmenis. This Deed of Trust, fogether with any Related Dacuments, conshlutes the anhre___.understanding and
agreement of the parties as to the matters set forth in this Deed of Trust. No alteration.of or.@amendment to this Deed of
Trust shall be effective unless given in writing and signad by the party or parties sought to be charged or bound by the
alteration or amendment.

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall furnlsh to Lender,
upon request, a certified stalemant of net operating income received from the Property during. Grantor's'; previous fiscal
year in such form and detail as Lender shall require. "Net operaling income™ shall mean ali, cash reoelpts from the
Property less all cash expendilures made in connection with the operation of the Properly. .

Caption Headings. Caption headings in this Deed of Trust are for conveniance purposes only and are not to be used to
interpret or define the provisions of this Deed of Trust,

Merger. Thera shall be no merger of the interest or estale created by this Deed of Trust with any other mteresl or eslale-__
in the Property at any lime held by or for the benefit of Lender in any capagity, without the written conserst of, Leﬂder :

Governing Law. This Deed of Trust will be governed by, construed and enforced in accordance with federal Iaw 5
and the laws of the Stale of Washington. This Deed of Trust has heen accepted by Lender in lhe S‘Iate of:
Washingion.

Choice of Venue. If there is a lawsuit, Grantor agrees upon Lender's request to submit o the jurisdiction of the courts af"" A
Snchomish County, State of Washington,

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Peed of Trust unless sueh
waiver is given in wriling and signed by Lender. No delay or omission on the part of Lender in exercising any right shall
operate as a waiver of such right or any other right. A waiver by Lender of g provision of this Deed of Trust shall not

|
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prejudice or constitute a waiver of Lender’s right otherwise to demand strict compliance with that provision or any other
‘provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing between Lender and Grantar, shall
constitute-a waiver of any of Lender's rights or of any of Grantor's obligations as to any future transactions. Whenever
" thé consent-of Lender is required under this Desd of Trust, the granting of such consent by Lender in any instance shall

not:constitute-continuing consent to subsequent instances where such consent is required and in all cases such consent
imay be grahlad or withheld in the sole discretion of Lender.

':Severablllty If a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as- to any circumstance, thal finding shall not make the offending provision iHegal, invalid, or
uhenforceable as. to any other circumstance. If feasible, the offending provision shall be considered modified so that it
becories legal, valid and enforceable. If the offending provision cannot be so madified, it shall be considered deleted
from this-Deed of Trust, Unless otherwise required by law, the illegality, Invalidity, or unenforceablllly of any provision of
this Deed of Trust, shalf not affect the legality, validity or enforceability of any other provision of this Deed of Trust.

Successors and: Asslgns,_ Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be bindihg upon and inure to the benefit of the parties, their successors and assigns. If ownership of
the Property becomes:vestedin 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 extension without
releasing Grantor front the obllgahons of this Deed of Trust or liability under the Indebtednass.

Time is of the Essence. Tlme is of the essence in the performance of this Deed of Trust.

Waiver of Homestead: Exempt:on. . Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the: State of Washlngton as to all Indebiedness secured by this Deed of Trusl.

DEFINITIONS. The followmg capllallzed words and terms shall have the following meanings when used in this Deed of Trusl.
Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money 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 ferms not: othermsa defined in this Deed of Trust shall have the meanings aftributed to
such terms in the Uniform Commerclal Code.

Beneficiary. The word "Benehmary“ means Frontier Bank, and its successors and assigns.

Borrower. The word "Borrower™ means SHDP ASSOCIATES LLC and includes all co-signers and co—makers signing
the Note.

Deed of Trust. The words "Deed of Trust" mean "115 Deed of Trust among Grantor, Lender, and Trustee, and includes
without limitation all assignment and security interast provisions relating to the Personal Properly and Rents.

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

Event of Default. The words "Event of Default” maan any of the events of default set forth in this Deed of Trust in the
events of default section of this Deed of Trusl.:

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

Guarantor. The word "Guarantor’ means any "g.uaranlor, sul;el_y. or accommodation parly of any or all of the
Indebtedness.

Guaranty. The word "Guaranty" means the guaranty from Guarantor td Lendsr including without limitation a guaranty of
all or part of the Note. :

improvements. The word "Improvements" means all exlsllng and future improvements, buildings, structures, mobile
homes affixed on the Real Property, facilities, additions, replacemants and other construction on the Real Property.

Indebledness. The word "Indebtedness” means all pnnc|pal mterest and other amounts, costs and expenses payable
under the Note or Related Documents, together with all renewals of, extensions of, modifications of, consolidations of
and substitutions for the Note or Related Documents and any amgunts expendsd or advanced by Lender to discharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce. Grantor’s obligations under this Dead of
Trust, together with interest on such amounts as provided in this Deed of Trusf

Lender. The word "Lender" means Frontier Bank, its successors and aSSIgnS

Note. The word "Note" means the promissory note dated April 15, 2004, in the oﬂglnal principal amount of
$3,337,838.49 from Grantor to Lender, together with all renewals of, extensions o, modlflcatlons of, refinancings of,
consolldatlons of, and substitutions for the promissory note or agreement. 3

Personal Property. The words "Personal Property” mean all equipment, nxtures and other grticles of personal property
now or hereafter owned by Grantor, and now or hereafter allached or affixed 16 the Real Property; together with all
accessions, parts, and additions to, all replacements of, and all substitutions tor,'any of slich property; and together with
all issues and profits therecn and proceeds (including without limitation all insuranca proceeds and refunds of premiums)
from any sale or other disposition of the Property. ;

Property. The word "Property” means collectively the Real Property and the Psrsonal Property

Real Property. The words "Real Property” mean the real property, interests and r|ghls as rurther descrubed in this Deed
of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements, Ioan agreements,
guaranties, security agreements, morigages, deeds of trust, security deeds, collateral .mortgages, and: all other
instruments, agreements and documents, whether now or hereafter existing, executed .in “connétiion” with the
Indebtedness; provided, that the environmental indemnity agreements are not "Refated Documents™ and are not secured
hy this Deed of Trust. .

Rents. The word "Rents” means all present and future rents, revenues, income, issuegs, royalhes proﬂts and other
benefits derived from the Property.

Trustee. The word "Trustee™ means LAND TITLE COMPANY OF SKAGIT COUNTY, whose mailing address is 111 EAST-__
GEORGE HOPPER ROAD, BURLINGTON, WA 98233 and any substitute or successor trustees.
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:-GRK.I.‘_IT'(.).R__ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
.&:A(“iFIEES TO ITS:= TERMS.

GRANTOR:

SHDP ASSOCIATES LLC

By: T ..

MICHAEL J. FESS

By:

CSCOTTSHANRE <

MACK H. DuBOSE

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF )
/< S )88

COUNTY OF i ng S e )

On this /s day of- Q e .20 0% | betore me, the undersigned

Notary Public, personally appeared MICHAEL- SSOCIATES LLC, and personally known to me or
proved to me on the basis of satisfactory evl,d'e mitpd liability company that executed the Deed of Trust

\
and acknowledged the Deed of Trust fo be tle N d.deed of the limited liability company, by authority of
statute, its articles of organization or its ogerﬂ\c'ﬁ uges and purposes thersin maentioned, and on ocath
stated that he or she is authorized to execge thlsn a an@c!;sxecuted the Deed of Trust on behalf of the limited

liability compan 2 @ ;', o;: L {
1%'*.,"’. \_-‘ _: Residing a1 _ Cir o\g.C
/ b
O

My commission expires

\"\\\.\ ‘-‘\_-

LIMITED LIABILITY COMPANY ACKNGWLEDGMENT

STATE OF (; A,ﬁi. ng ‘Lr\ Yo

COUNTY OF K ihg

On this / S day ot

Notary Public, persenally appeared C. SCOTT S
proved fo me on the basis of satisfactory ewdenc rr‘l;!d liability company thal executed the Desd of Trust

and acknowledged the Deed of Trust ta be the-fr actend deed of the timited liability'company, by autharity of
statute, its articles of organization or its opeptl {h@sé& and purpesés iherein mentioned, and on oath
stated that he or she is authorized to executed tﬁu (e} fat e{xecuted the Deed of Trust on behalf of the limited

liabifity compan 5
Zz XAy Kk e
’,’ Wb B = - Residlngat o

B, 1 -

/Y '(ll ‘01.0& - / /
and for the S Zg' 3 ST “oé =~ My commission exp:res }2. ol OV
L e peum@

By

Notary Public

6
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LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

)

'éTAr'r::'E_:-dF

AsamssEs ’
)88
COUNT\' OF }( )
4-1(‘ y
[

On this day of Fatl , 20 before me, the undersigned
Notary Publtc personauy appeared MACK H. DuBQOEE, of SHRR {\SSOCIATES LLC, and personally known to me or proved
to me on the basis of satisfactory evidence lo be a Q‘F'fh e I}at:uluty company that executed the Deed of Trust and
acknowledged the Deed .of Trust to be the free and~vpl ed of the limiled liability company, by autheority of
statute, its articles of organlzahon or its uperatlng:h and purposes therein mentioned, and on oath

stated that he ors e i aulherlzed *o exacute thlsDQd e’ou!ed the Deed of Trust on behalf of the limiled

- sanen Kickl

12.0'\'% ) _ﬁy commission expires IR, / 0/ / o 9/
It \bé
47’&‘ oW P»

Vigeaa

\\\\‘ ““l

~'G0

5

2
V%
, f/

REQUEST FOFI FULL RECONVEYANCE

To: o , Trustee

The undersigned is the legal owner and holder of-all. mdebledness secured by this Deed of Trust, You are hereby requested,
upon payment of all sums owing to you, 16 reconvey wﬂhout warranty to the persons entitled thergto, the right, title and
interest now held by you under the Deed of Trust o

Date: < Beneficiary:
Its:

LASER PRO Landing, Ver, 5.23.190.007 Copr. Harland Financia! Snlulian:,‘-lr_!:. 1887, IC04. All ng_h_ls Reagrved. - WA COCFI\LPLAGOIFC TR-18506 PR-QOMLALOC
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EXHIBIT “A"
B a BQE IGA” ¢

That poﬁmn of the Southeast Y of the Noxtheast 4 of Section 7, Township 34 North, Range 4 East,
W.M, desmbed as follows

Beginningata pomtpn the__ West line of State Highway No. 99, that is 30 feet West and 305.07 feet South
of the Northeast comer of said subdivision;

thence North 88°50°30” West parallel to the West line of said subdivision, 398.8 feet, more or less, to the
West line of that certain tract deeded to Emil Hanson by Deed recorded under Auditor’s File No. 362759;
thence Southerly parallel to'the East line of said subdivision, 101.55 feet;

thence South 88°50°30" East fo the West line of said Highway;

thence North along said West liie to the point of beginning,

EXCEPT, that portion thereof lymg East of a line drawn 40 feet West of and parallel with the East line of
said subdivision, - L

Situate in the City of Burlington,_:.C'qu'ri}.y of Skagit, State of Washington.
l ARE:EI “E” wE

That portion of the Southeast ¥4 of the Northeast 'A of Section 7, Township 34 North Range 4 East,
W.M.,, described as follows: S

Beginning at a point on the West line of State nghway No. 99, that is 30 feet West and 406,62 feet South
of the Northeast comer of said subdivision; .

thence North 88°50730” West parallel to the North line of said: subdivision, 399.09 feét more or less, to

the West line of that certain tract deeded to Emil Hanson' by Deed recorded under Auditor’s File No.
362759,

thence Southerly parallel to the East line of said subdmswn, 59 feet
thence South 88°50°30” East to the West line of said nghway,
thence North along said West line to the point of beginning,

EXCEPT that portion thereof lying East of a line drawn 40 feet West of and parallel with the East line of
said subdivision. L .

Situate in the City of Burlington, County of Skagit, State of Wﬁéhi-ngténf'___'
PARCEL “C"™: |

A non-exclusive easement for ingress, egress and utilities in favor of the above described Parcels “A” and
“B” over and across an adjoining portion of the Southeast Y% of the Northeast Y of Section 7, Township
34 North, Range 4 East, W.M., as established and more particularly described on Easement Agreement
dated September 30, 1998 and recorded November 2, 1998, under Auditor’s Flle No 981 1020023

Situate in the City of Burlington, County of Skagnt State of Washington.

GRANTOR:

SHDP ASSOCIATES LLC

“MICHAEL J. HESS

g

By:
C. SCOTT SHANKS
By:

MACK H. DUBOSE I

LRI R
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