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DEED OF TRUST

DATE: August 25, 200.5"".“”

Reference # (if appllcabie) Additional on page
Grantor(s): '
1. BDM PROPERTIES LLC

Grantee(s) =
1. PEOPLES BANK .
2. First American Title-Co. of Skagit County, Trustee

Legal Description: PARCEL E, B-D-M BINDING SITE PLAN
L Additional on page 2

Assessor's Tax Parcel ID#: 8057-000:005-0000

THIS DEED OF TRUST is dated August® 25, 2005, among BDM PROPERTIES, LLC., A
WASHINGTON LIMITED LIABILITY COMPANY, whose-address is 1111 CLEVELAND AVE,
MOUNT VERNON, WA 98273-4229 {"Grantor”}; PEOPLES BANK, whose mailing address is
MOUNT VERNON OFFICE, 1801 RIVERSIDE DRIVE, MOUNT VERNON, WA 98273 (referred to
below sometimes as "Lender” and sometimes as "Beneficiary”); and First American Title Co. of
Skagit County, whose mailing address is 1301 -B Rwersnde Dﬂve, Mount Vernon, WA 98273
(referred to below as "Trustee"). & '
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DEED OF TRUST
* Loan No: 5032210-201 (Continued) Page 3

other method of conveyance of an interest in the Real Property. If any Grantor is a corporation, partnership or limited
llablllty ‘Gompany, transfer also includes any change in ownership of more than twenty-five percent {25%) of the voting
stock, parinership interests or limited Yiability company interests, as the case may be, ot such Grantor. However, this
bption.shali-tiat be exercised by Lender if such exercise is prohibited by federal law or by Washington law.

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

Payment Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges ({including water and sewer), fines and irpositions levied against or on account of the Property, and shall
pay whén due all claims for work done on or for services rendered or material furnished to the Property. Grantar
shali maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of
Trust, gxcept’ for the, I|en of taxes and assessments not due and except as otherwise provided in this Deed of
Trust.

Right to Contest Granter may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obhgatlon to. pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as a result-0f nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed,
within fifteen (1.5) days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lerder .eash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to dlscherge the lisn plus any costs and attorneys' fees, or other charges that could accrue as a
resuit of a foreclosure.or sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment befgre enforcement against the Property, Grantor shall name Lender ag an additional
obligee under any surety bend_._furmshed in the contest proceedings.

Evidence of Payment. Grantbr shall upon demard furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall ‘authorize the appropriate governmental official to deliver to Lender at any time a written
statement of the taxes and. assessments agalnst the Praperty.

Notice of Construction. Grantor shall notafy Lender at least fifteen {15} days before any work is commenced, any
services are furnished, or any matefials are supplied to the Property, if any mechanic’s lien, materialmen's lien, or
other lien could be asserted on acceunt of the-work, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances eatlsfactery to Lender that Grantor can and will pay the cost of such
improvements. 3 .

PROPERTY DAMAGE INSURANCE. The followmg prowsmns relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall pr'ocq_re‘ and maintain policies of fire insurance with standard extended
coverage endorsements on a replacement.basié for the full insurable value covering all Improvements 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 alsepracure and maintain comprehensive general lfability insurance in such
ceverage amounts as Lender may request withTrustee and Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantar ‘shalf maintain.such other insurance, including but not limited to
hazard, business interruption, and bailer insurance, as Lender‘may reasonably require. Policies shalt be written in
torm, 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 {ender, including stipulations that coverages will not be
cancelled or diminished without at least thirty (30) days prior written notice to Lender. Each insurance policy also
shall include an endorsement providing that coverage infavor of Lender will not be impaired in any way by any act,
omission or default of Grantor or any other persen, The Real Property ig"or, will be located in an area designated by
the Director of the Federal Emergency Management Agency as @ special ‘flood hazard area. Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, 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 Flaod
Insurance Program, or as otherwise required by Lender, and to raintain such Insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender ei any less of damage to the Property, Lender may
make proof of loss if Grantor fails to do so within fifteen {15} days of- ‘the casualty Whether or not Lender's
security is impaired. Lender may, at Lender’s slection, teceive and retain the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien; affectlng thé Property, or the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satlsfactory to Lender Lender shall, upon
satisfactory proof of such expendlture, pay or reimburse Grantor from ‘the. proceeds for the reasonable cost of
repair or restoration if Grantor is 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 commltted 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 be applied ta the principal balance of the Indebtednees If Lender holds
any proceeds after payment in full of the indebtedness, such proceeds shail be pald wnthout lnterest to Grantor as
Grantor's interests may appear. : E

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2} the risks
insured; [3) the amount of the policy; {4} the property insured, the then current” replacement wvalge of such
property, and the manner of determining that value; and (B} the expiration date of the poligy.: Grantef 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 commenced that would materially affee.t _Lender-‘é i_ntere'st in
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documeénts,.including
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to diséharge arpay
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to) take.
any action that Lender desms appropriate, including but not limited to discharging of paying all taxes;. liens, security =
interests, encumbrances and other claims, at any time levied or placed on the Property and paying all costs for insuring, .
maintaining and preserving the Property. All such expenditures ingurted 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"onuu-':"

demand; (B] be added to the balance of the Note and be apportioned among and be payable with any installmeiyt
payments to become due during either (1)} the term of any applicable insurance policy; or {2) the remaining term’ of..--"‘
the Note; or IC) be treated as a balleon payment which will be due and payable at the Note's maturity. The Deed. of
Trust aiso will secure payment of these amounts. Such right shall be in addition to all other rights and remediés to

e B R

Skaglt County Audltor
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DEED OF TRUST
~ Loan No: 5032210-201 {Continued) Page 5

__rr‘-iatte"rs referred to in this paragraph.

Attorneyﬂn -Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so

- for7and.in the name of Grantar and at Grantor's expense. For such purposes, Grantar hereby irrevocably appoints
Lander as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
other things 8s mey be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred 1o in
‘the precedlng paragraph.

FULL" PERFQRMANCE if Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
imposed, upcm Grantarunder this Deed of Trust, Lender shall execute and deliver to Trusiee a reguest for full
reconveyanée and shaﬂ execute and deliver to Grantor suitable statements of termination of any financing statement on
file evidencing: Lender s §eéurity interest in the Rents and the Personal Property. Any reconveyance fee shall be paid by
Grantor, if permltted by appllcable law. The grantee in any reconveyance may be described as the "person or persons
legally entitléd theréto®, and“the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any sU'ch matters or facts.

EVENTS OF DEFAULT Each af the following, at Lender's aption, shall constitute an Event of Default under this Deed
of Trust:

Payment Dafauit Grantor far!s to make any payment when dug undar the Indebtadness.

Other Defaults. Grantor.: falls to comply with or to perform any other term, obligation, covenant ar condition
contained in this Deed. «f Frust or.in any of the Related Documents or to caomply with or to perform any term,
obiigation, covenant mr candmon contamed in any other agreement between Lender and Grantor.

Compliance Default. Fallure to comply with any other term, obligation, covenant or condition contained in this
Deed ot Trust, the Note or |n any of the Related Documents.

Default on Other Payments Fanlure of: Grantor within the time requited by this Deed of Trust to make any payment
for taxes or insurance, or an‘,r Dther payment necessary to prevent filing of or to effect discharge of any fien.

False Statements. Any warranty, representatlon or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Deed of Tfust or t_he Related Documents is false or misleading in any material respect,
either now or at the time made or furmshed -ar becomes false or misleading at any time thereafter.

Defective Collateralization, This Déed of Trust ‘or any of the Related Doguments ceases to be in full force and
effect lincluding failure of any collateral ducument ta cteate a valid and perfected security interest or lien} at any
time and for any reason. :

Death or Insolvency. The dissolution of Grantor (regardless of whether elsction to continue is made). any
member withdraws from the limited liability comipany, or any other termination of Grantor's existence as a going
business or the death of any member, the insolvency 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 workout, or the
commencement of any proceeding under any bankruptcy or insoilvency laws hy or against Grantor.

Craditor or Forfeiture Proceedings. Commencemant of foreclosure or forfeiture proceedings, whether by ]udICIal
proceeding, seif-help, repossession or any other tnethed, by arly creditor of Grantar or by any governmental agency
against any property securing the Indebtedness. This dricludasa garnishment of any of Grantor's accounts,
ingluding depasit accounts, with Lender. However, thig’ Evént oi Befault 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 farfeiture
proceeding and if Grantor gives Lender written notice, of the credn‘or or forfeiture proceeding and deposits with
Lender monies or a surety bond for the creditor or forfer’cure preceedlng, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve ofr bond for the dlspute

Breach of Othar Agreement. Any breach by Grantor under the tefms Of any “pther agreernent betwean Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation any agreement
concerning any indsbtedness or other obligation of Grantor to Lender, whether existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs wigh"resbec{ to any Guarantofr of any of the
Indebtednass or any Guarantor 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.jts" -pption, may, but shall not be
requited to, permit the Guarantor's estate to assume unconditionally the obhgatrons ansrng under the guaranty in a
manner satisfactory to Lender, and, in doing so, cure any Event of Default. ; i

Adverse Change. A material adverse change occurs in Grantor's fmancral condmon, or Lender believes the
prospect of payment or performance of the Indebtedness is impaired. : 3

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. if any default, other than a detault in payment is curable and if Grantor has net-been given a notice
of a breach of the same provision of this Deed of Trust within the preceding twelve (12) menths, it may be cured if
Grantor, after receiving written notice from Lender demanding cure of such default: {1¥ cures the default within
fifteen {15) days: or (2) if the cure requires more than fifteen (15) days, immediately initiates.steps which Lender
deems in Lender's sole discretion to be sufficient to cure the default and thereafter.contindes.‘and completes all
reasonable and necessary steps sufficient to praduce compliance as soon as reasonably pract‘mal ;

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust at any trme thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedies: £ e

Election of Remadies. Election by Lender 10 pursue any remedy shall not exclude pursuit ofzi any _cher'rem_e’dy, and
an election to make expendituras or 1o take action to perform an obligation of Grantor under-this- Deed of Trust,
after Grantor's tailure to perform, shall not affect Lender's right to declare a default and exercise-its remedres

Accelerate indebtedness. Lender shall have the right at its option to declare the entire Indebtedness rmmedlate]y
due and payable, including any prepayment penalty which Grantor would be required to pay. '

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the rlght to exercrse rts
power of sale and to fareclose by notice and sale, and Lender shall have the right to foreclose by Judlcrar;’

foreclosure, in either case in accardance with and to the full extent provided by applicable law,

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the rlghts and.
remedies of a secured party under the Uniform Commercial Code. ER

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the.--"‘

Property and coliect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and
above Lender's costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or
other user of the Property to make payments of rent ar use fees directly to Lender. If the Rents are collected by ..
Lender, then Grantor irrevocably designates Lender as Grantar's attorney-in-fact to endorse instruments received in.”

HSRATRA B
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DEED OF TRUST
.l-.?d_a_:n{-:No: 5032210-201 {Continued) Page 7

£+ Anmwal Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to
Lefider, upon request, a certified statement of net operating income received from the Propertv during Grantor's
~previds fiscal year in such form and detail as Lender shall require; "Net operating income” shall mean all cash

* receipts from the Property less all cash expenditures made in connection with the operation of the Property.

Captmn Headmgs Caption headings in this Deed of Trust are for convenience purposes only and are not to be
?used to mterpret or define the provisions of this Deed of Trust,

Merger.. There shall be no merger of the interest or estate created by this Deed of Trust with any other 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 Lehder.

Govemmg Law Tl'us ‘Deed of Trust will be governed by federal law applicable to Lender and, to the extent 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'béen accepted by Lender in the State of Washington.

Choice of Venue. it th'ei'e :rs a lawsuit, Grantor agrees upen Lender's request to submit to the jurisdiction of the
courts of SKAGIT Ceunty, State of Washington.

No Waiver by Lender Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writirig 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 a provision of this Deed of Trust
shall not prejudice or consntute -a_waiver of Lender's right otherwise to demand strict cornpliance with that
provision or any othet provision  of “this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall sonstitute a waiver of any of Lender's rights or of any of Grantor's obligaticns
as to any future transactiong. Whenever the consent of Lender is required under this Deed 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. |n all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. [f a court of competent }unsdm’uon finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circUmstarice;” that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other circumstance. M feasible, the offending provision shall be considered modified so
that it becomes legal, valid ard enforceable iif the offending provision cannot be so modified, it shall be
considered deleted from this Deed-of Trusti :Unless otherwise required by law, the illegality, invalidity, or
unenforceability of any provision of this. Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust. o

Successors and Assigns. Subject to any, l|mrtat|ons stated in this Deed of Trust on transfer of Grantor’s interest,
this Deed of Trust shall be binding upon: and inufe 1o the benefit of the parties, their successors and assigns. If
ownership of the Property becomas vested'in & 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 from the obligations of this Deed of Trust or liability under the Indebtednass.

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 tight t in any action, proceeding. or

counterclaim brought by any party against any other party {Init:lal Hey

Waiver of Homestead Exemption. Grantor hereby releases ‘and wawes all nghts and benefits of the homestead
exemption laws of the State of Washington as to all ind_eb_tedness___set:ured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall ‘have:the following meanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all reference"st.__to doliar.amotints shall mean amounts in lawful maney
of the United States of America. Words and terms used in the singular:shall include the plural, and the plural shall
include the snngular, as the context may require. Words and terms; not otherwase defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commercrai Code

Beneficiary. The word "Beneficiary" means PEQPLES BANK, and its succe‘é'sc‘i:rs and assigns.

Borrower. The word "Borrower" means BOM PRQPERTIES, LLC. and lncludes alh-eo- sngners and co-makers signing
the Note and all their successors and assigns.

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust ai‘nong Grantﬁr, Lender, and Trustee, and
includes without limitation all assignment and security interest prowsmns relatlng to the Personal Property and
Rents,

Default. The word "Default” means the Default set farth in this Deed of Trust |n the sectlen titled "Default”.

Event of Default. The words "Event of Default" mean any of the events of defau\t set terth in th|s Deed of Trustin
the events of default section of this Deed of Trust. : .

Grantor. The word "Grantor" means BDM PROPERTIES, LLC..

Guarantor. The word "Guarantor” means any guarantor, surety, or accommodatlcn party of any or all of the
Indebtedness. :

Guaranty. The word "Guaranty"™ means the guaranty from Guarantor to Lender, Includlng wttheut llmltatlon a
guaranty of all or part of the Note. . )

Improvements, The word "Improvements" means all existing and future lmprovements, butldmgs, sttuetures,
mobile homes affixed on the Real Propenty, facilities, additions, replacements and other constructlon on the Reat
Property. .

indebtedness. The word "Indebtedness" means all principal, interest, and other amounts, 'm':osts and ’expen'ses
payable under the Note or Related Documents, together with all renewals of, extensions of, modlflcatlons of,
consolidations of and substitutions for the Note or Related Documents and any amounts expended or advanced” by,
Lendsr to discharge Grantor's obligations or expenses incuired by Trustee or Lender 1o erforce Grantor's :,
obligations under this Deed of Trust, together with interest on such amounts as provided in this Deed of Trust .
Specifically, without limitation, Indebtedness includes all amounts that may be indirectly secured by he
Cross-Callateralization provision of this Deed of Trust. . :

Lendar. The word "Lender" means PEOPLES BANK, its successars and assigns.

Note. The word "Note" means the promissory note dated August 26, 2005, in the ariginal pﬂnctpal =
amount of $1,000,000.00 from Grantor to Lender, together with all renewals of, extensions of;
modifications of, refinancings of, consolidations of, and substitutions for the promissory note or agreermght.
MOTICE TO GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property" mean all equipment, fixtures, and other articles of personal.-

WAL
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