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DEED OF TRUST

DATE: May 27, 2005

Reference # (if appllcable} Additional on page
Grantor(s): o
1. Anaco West Corp

Grantee(s) .
1. PEOPLES BANK . ,
2. Land Title Co. of Skagit Q_q_untj_, Trustee

Legal Description: Lots 19 & 2(5;A‘n§§cp’ﬂ B‘éach TGW tdids.
. Additional on page 2

Assessor's Tax Parcel ID#: 3858- 000 020 0003 {P61835} & 350127-0-030-0001 (P32383)

THIS DEED OF TRUST is dated May 27,:2005, among Anaco West Corp., a Washington
corporation, whose address is 13725 Goodman Ln, Anacortes, WA 98221-8466 ("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 Land Title Co. of Skagit County, whose mailing address is 111 E. George
Hopper Rd, Burlington, WA 98233 (referred to bélow as " Trustee”).
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DEED OF TRUST
“ Loan No: 5025939-203 {Continued) Page 3

Reiﬁeﬁiai of Improvements. Grantor shall not demalish or remove any Improvements from the Real Property
“without Lender's prior written consent. As a condition to the remaval of any Improvements, Lender may require
vGrantor t¢-make arrangements satisfactory to Lender 1o replace such Improvements with Improvements of at least
¢ equal value.*

Larider's Right to Enter. Lender and Lender’s agents and reprgsentatives may enter upon the Real Property at all
reasonable ;times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compirance wnth the terms and conditions of this Deed of Trust.

Compllance with ‘Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compllance by all .agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwise-Usg or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all ‘goverrimental autharities applicable to the use or occupancy of the Property, including without
limitation; the Americans, With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and withheld compliance during any proceeding, including appropriate appeals, so long as Grantor has
notified Lender in.writing prior to doing so and so long as, in Lender’s sole opinion, Lender's interests in the
Property are not-jeopardizéd.. Lender may require Grantor to post adequate security or a surety bond, reasonably
satisfactory to'Lender, to protect Lender's interest.

Duty to Protect. Grantor agré.éfs-'- neither to abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to those atts set forth above in this section, which from the character and use of the Property are
reasonably necessary to-protect and preserve the Praperty.

DUE ON SALE - CONSENT BY LENDER..Lender may, at Lender's option, {A) declare immediately due and payable all
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 gl or any part of the Real Property, or any interest in the Real Property. A
*sale or transfer” means the corveyance of Real Property or any right, title or interest in the Real Property; whether
legal, beneficial or equitable; whither woluntary .or involuntary; whether by outright sale, deed, installment sale contract,
land contract, contract for deed, leasehold intérest with a term greater than three {3) years, lease-option contract, or by
sale, assignhment, or transfer of any benehcial interest in or to any land trust holding title to the Real Property, or by any
other method of conveyance of an lnterest in the 'Resl Property. |f any Grantor is a corporation, partnership or limited
liability company, transfer aiso includes any-thange in;ownership of more than twenty-five percent {256%) of the voting
stock, partnership interests or limited liability éompany interests, as the case may be, of such Grantor. However, this
aption shall not be exercised by Lender if such exércise is prohibited by federal law or by Washington law.

TAXES AND LIENS. The following prowsmns relatlng 16 the taxes and liens on the Property are part of this Deed of
Trust:

Payment. Grantor shall pay when due land ip all_evants priar to delinquency) all taxes, special taxes, assessments,
charges {including water and sewerl, fines and’impositions levied against or on account of the Property, and shall
pay when due all claims far work done on of-for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of all liens having:prierity 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, assessrnent or claim in connection with a good faith
dispute over the abligation to pay, so long as Lender's.interest in the:Property is nat jeopardlzed If a lien arises or
is filad 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, . sécure 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 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,Grantar shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedlngs

Evidence of Payment. Grantor shall upon demand turnish to Lender satis}aciorv gvidence of payment of the taxes
or assessments and shall authorize the appropriate governmental 0ff|cual 10 dehver to Lender at any time a written
statement of the taxes and assessments against the Property. .

Notice of Construction. Grantor shall notify Lender at least fifteen {15} days before any work is commenced, any
sarvices are furnished, or any materials are supplied to the Property, if any mechanic’s lien, materialmen’s lien, or
other lien could be asserted on account of the work, services, or materials, Grantor will. upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and wnlI pay the cost of such
impravements. :

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Pfoperty are & part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire msurance wnth standard extended
coverage endorsements on a replacement basis for the full insurable value covering all Iriproyements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with-a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general Ilablllty insurance in such
coveragae amounts as Lender may request with Trustee and Lender being named as ‘additional insufeds in such
liability insurance policies. Additionally, Grantor shall maintain such other insurance, including but.mot limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policies.shall bé written in
form, amounts, coverages and basis reasonably acceptable to Lender and issued by a company ‘or cempanles
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender from time -to tlme the
policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages will not. be
cancelled or diminished without at least thirty (30} days prior written notice to Lender. Each insyrangé-policy- aiso
shall include an endorsement providing that coverage in favor of Lender will not be impaired in any wiay by any act,
omission or default of Grantor or any other persan. Should the Real Property be located in an ar€a 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 notice is given by Lender that theé ¢
Property is located in a special flood hazard area, for the full unpaid principal balance of the loan and any prior liens:

on the property securing the loan, up to the maximum policy limits set under the National Flood Insurance Program,

ar as otherwise required by Lender, and to maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any foss or damage to the Property. Lender. may..--"‘
make proof of loss if Grantar fails to do so within fifteen {15) days of the casualty. Whether or not Lerder's
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or

s
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DEED OF TRUST
" Loan No: 5025939-203 {Continued) Page 5

Secunty Agreement. This instrument shall constitute a Security Agreement to the extent any of the Property
“conistitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
a5 amended from time to time,

Security Interest. Upon request by Lender, Grantor shall take whatever action is sequested by Lender to perfect
and continue Lender's security interest in the Rents and Personal Property. In addition to recording this Deed of
Trust in the real property records, Lender may, at any time and without further authorization from Grantor, file
axecuted .courterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall
reimburse Lendef 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 Proparty in a manner and at a place reasonably convenient to Grantor and
Lender anid make it ‘available to Lender within three {3} days after receipt of written demand from Lender to the
extent permitted by applicable law.

Addresses The malllng addresses of Grantor (debtor) and Lender {secured party) from which information
concerning the ser::urlt!,r interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Code) are as stated on the first page of this Deed of Trust.

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

Further Assurances. At any.time, and from 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, cause to be frled recorded,. refiled, or rerecorded, as the case may be, at such times and in such offices
and places as Lender may . desm appropnate, any and all such martgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and
other documents as may, ‘in‘the solesgpinion of Lender, be necessary or dasirable in arder to effectuate, complete,
perfect, continue, or preserve {1} “Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and (2} the liens @nd securttv interests created by this Deed of Trust as first and prior liens on the
Property, whether now ownedor hereatter acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary in writing, Grantor shall: relmburse Lender for all costs and expenses incurred in connection with the
matters referred to in this paragrap'..

Attomey—m—Fact If Grantor fails to-dd any of she thmge referred 10 in the preceding paragraph, Lender may do so
for and in the name of Grantor and ‘at ‘Granter's-expense. For such purposes, Grantor hereby irrevocably appaints
Lender as Grantor's attorney-in-fact for the ‘purpose of-making, executing, delivering, filing, recording, and doing all
other things as may be necessary or desuab]e, |n Lender s sole opinion, to accomplish the matters referred to in
the preceding paragraph. E :

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
imposed upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shall execute and deliver to Grantor suitable statements of termination of any financing staternent on
file evidencing Lender's security interest in the Rents dnd the Persanal Property. Any reconveyance fee shall be paid by
Grantor, if permitted by applicable faw. The granteg.in’any reconveyance may be described as the "person or persons
legally entitled therete™, and the recitals in the reconveyance of. anv fmatters or facts shall be conclusive proof of the
truthfulness of any such matters or facts. ; 5

EVENTS OF DEFAULT. Each of the following, at Lender's. optlon, shalt cenetltute an Event of Default under this Deed
of Trust:

Payment Default, Grantor fails 10 make any payment when due’ under the, Indebtedness

Other Defaults. Grantor fails to comply with or to perform anv other,te_rm, obligation, covenant or condition
contained in this Deed of Trust or in any of the Related Documents or to comply with or to perform any term,
obligaticn, covenant or condition contained in any other agreement between Lender and Grantor.

Compliance Default. Failure to comply with any other term, oblrgatlon, covenant or condition contained in this
Deed of Trust, the Note or in any of the Related Documents.

Default on Other Payments. Failure of Grantor within the time requ'ired:bv"thi:e D_e.eci"of Trust to make any payment
for taxes or insurance, or any other payment necessary to prevent filing of:or 1o effectidischarge of any lien,

False Statements. Any warranty, representation or statement made or _:E'turnishe_c:i to Lender by Grantor or on
Grantor's behalf under this Deed of Trust or the Related Documents is false or misleading in any material respect,
either now or at the time made or furnished or becomes false or misleadirig at any tlme thereafter

Defective Collateralization. This Deed of Trust or any of the Related Documerits seases to be in full force and
effect (including failure of any collateral document to create a valid and perfected securlty lnterest or lien} at any
time and for any reason. P

Insolvency. The dissclution or termination of Grantor's existence as a going busuness, the nsolvency of Grantor,
the appointment of a receiver for any part of Grantor's property, any assignment.for-the Benefit of creditors, any
type of creditor workeout, or the commencement of any proceeding under any bankruptcy or msoivency laws by or
against Grantor. s

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture procegdinigs; wh_e_the‘r by judicial
proceeding, self-help, repossession or any other method, by any creditor of Grantor or by‘any governmental agency
against any property securing the Indebtedness. 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 good faith
dispute by Grantor as to 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. depdsits W|th
Lender menies or a surety bond for the creditor or forfeiture proceeding, in an amount determlned by Lender ln lts
sole discretion, as being an adeguate reserve or bond for the dispute. L !

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and"“-‘:.
Lender that is not remedied within any grace period provided therein, including without limitation BNy agreement i
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or later. : :

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, endorser surety; .
or accommodation party of any of the Indebtedness or any guarantor, endorser, surety, of accommodation party-
dies or becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the .~
Indebtedness. In the event of a death, Lender, at its option, may, but shall not be required to, permit the”
guarantor's estate to assume unconditionally the obligations arising under the guaranty in a manner satisfactoryto
Lender, and, in doing so, cure any Event of Default.

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender believes the

20 6
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DEED OF TRUST

- Loan No: 5025939203 (Continued) Page 7

__gcé_u.rdénce with and to the full extent provided by applicable law.

© 7 Suceessar Trustee. Lender, at Lender’s option, may from time to time appoint a successor Trustee to any Trustea
.~ appéinted 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 requited by state law, the names of the original Lender, Trustee, 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 successors in interest, The successor
trustee;“without-canveyance of the Property, shall succeed to all the title, powaer, and duties conferred upon the
Trustge.iri this' Deed. of Trust and by applicable law. This procedure for substitution of Trustee shall govern to the
exclusion of all.other provisions for substitution,

NOTICES. Subject:td.applicable law, and except for notice required or allowed by law to be given in another manner,
any notice raquired ‘to.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 delivered, when actually received by
telefacsimiie {unless othérwise, required by law}, when deposited with a nationally recognized overnight courier, or, if
mailed, when depositéd in the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addresses shown n@ar.the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien which has priority ‘over thisDeed of Trust shall be sent to Lender’s address, as shown near the beginning of
this Deed of Trust. Any party_may- ‘ehange its address for notices under this Deed of Trust by giving formal written
notice to the other parties, specifying that the purpose of the notice is to change the party's address. For notice
purposes, Grantor agrees to'keep Lendér-informed at all times of Grantor's current address. Subject to applicable law,
and except for notice reqdired or-allowed By law to be given in anather mannes, if there is more than one Grantor, any
notice given by Lender to any Gfantor is deemed to be notice given to all Grantors.

MISCELLANEOUS PROVISIONS. "The follohing miscellaneous 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‘1o the matters-set forth in this Deed of Trust. No alteration of or amendment to this
Deed of Trust shall be affectivé linless gwen in writing and signed by the party or parties scught to be charged or
bound by the alteration or amendment

Annual Reports. If the Pfoperty is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request, a certified statemgnt’ of nét operating income received from the Property during Grantor's
previous fiscal year in such form and‘tetail ;s lender shall require. "Net operating income” shall mean all cash
receipts from the Property less all cash expendltures made in connection with the operation of the Property.

Caption Headings. Caption headings in _thiS-. Deed ‘of .Trust are for convenience purposes only and are not to be
used 1o interpret or define the provisions of this Deed of Trust.

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

Governing Law. This Deed of Trust will be go'vgr"ned by federal.law applicable to Lender and, to the extant not
preempted by federal law, the laws of the State of Washington without regard to its conflicts of law provisions.
This Deed of Trust has been accepted by Lender in the State of Washlngton

Choice of Venue. If there is a lawsuit, Grantor agrees upun Lender 's request to submit to the jurisdiction of the
courts of SKAGIT County, State of Washington.

No Waiver by Lender. Lender shall not be deemed to haue wawed any rights under this Deed of Trust uniless such
waiver is given in writing and signed by Lender. No delay ‘or. omissign on the part of Lender in exercising any right
ghall aperate as a waiver of such right ar any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that
provision or any other provision of this Deed of Trust. No prigr waiver:by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any of Lender's.tights or of any of Grantor's obligations
as to any future transactions. Whenever the consent of Lender is requifed-undes this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute continuing consent to subseguent instances where
such consent is required and in all cases such consent may be granted or w;thheld m the sole discretion of Lender.

Saverability. If a court of competent jurisdiction finds any provision of thls Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the: offending ;provision illegal, invalid, or
unenforceable as to any other circumstance. |f feasible, the offending provision shall be. considerad modified so
that it becomes legal, valid and enforceable. If the offending provisign “¢annot be sa modified, it shall be
considered deleted from this Deed of Trust, Unless otherwise required-by law, the illegality, invalidity, or
unenforceability of any provision of this Desd of Trust shall not affect the Iegallty, vahdlty or enforceabllny of any
ather pravision aof this Deed of Trust. :

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor’s interest,
this Deed of Trust shall be binding upon and inure to the benefit of the parties, their-8ucdessors and assigns. If
ownership of the Property becomes vested in a person other than Grantor, Lender, without nétige to Grantor, may
deal with Grantor's successors with reference ta this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or liability. under the Indebtedness

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

Waive Jury. All parties to this Deed of Trust hereby waive the right to mactiqrr,' 'prd't.:ee_di_ng, or

counterclaim brought by any party against any other party. (Initial Here :

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and beneflts of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust. L

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Deed ot.-__
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in Iawful 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 terms not otherwise defined in this Deed of. Trust Shall
have the meanings attributed to such terms in the Uniform Commercial Code: . &

Beneficiary, The word "Beneficiary” means PEOPLES BANK, and its successors and assigns.

Borrower. The word “Borrower” means Anaco West Corp. and includes all co-signers and co-makers Elgnlng the--'-'"
Note. _

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust ameong Grantor, Lender, and Trustee, and

includes without limitation all assignment and security interest provisions relating to the Personal Property and | '

T
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DEED OF TRUST

" Loan No: 5025939-203 (Continued) Page 9

REQUEST FOR FULL RECONVEYANCE

Tor ¢ eew T . Trustee

The undersigned. is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby
requested, upon_.-’pjglyment of all sums owing to you, 10 reconvey without warranty, to the persons entitled thereto, the
right,. title and interest now held by you under the Deed of Trust.

Date: -~ £ Beneficiary:
— - By:
its:

LASER PRO Lu”il;‘!.n. War. .*r.ge.ou.oos Capr. Horland Finsncial Solutieny, {rg, 1597, 2005, AN Right= Aoserved. - WA COHCFWINWCFILPLIGOT.FE TR-12923 PR-4
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