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DATE: September 9, 2005

Reference # (if apphcab[e) Additional on page
Grantor(s} ;
. ISLAND DEVELOPMENT LLC

Grantee(s) :
1. PEOPLES BANK .~
2. First American Tttle‘-i-Cd of Skégit County, Trustee

Legal Description: PTN.LOTS 13 TO 15 ELOCK 6, "FIRST PLAT OF SHIP HARBOR"
Additional on page 2

Assessor's Tax Parcel 1D#: 3316-063401.6‘-‘9200 (pltelbs ¢)

THIS DEED OF TRUST is dated September 9, 2005, among ISLAND DEVELOPMENT, LLC, A
WASHINGTON LIMITED LIABILITY COMPANY, whose address is PO BOX 1364, ANACORTES,
WA 98221-6364 ("Grantor"); PEOPLES BANK, ‘whose mailing address is MOUNT VERNON
OFFICE, 1801 RIVERSIDE DRIVE, MOUNT VERNON, WA 98273 (referred to below sometimes
as "Lender” and sometimes as "Beneficiary”); and First American Title Co. of Skagit County,
whose mailing address is 1301-B Riverside Dnve Mount Vernon WA 98273 (referred to
below as "Trustee").
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.DEED OF TRUST
" Loan No: 5021897-206 {Continued} Page 3

§ __wrtheut Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require
¢ +"Grantor to make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
~gqual value

L/ander 8 nght to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at alt
seasonable times o attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
-comphance WJth the terms and caonditions of this Deed of Trust.

Compllance wrth Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliance by ‘all ‘agents, tenants or other persons or entities of every nature whatsoever whao rent, lease or
otherwise ysé or eccupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafier
in effect.-of .all. governmental authorities applicable to the use or occupancy of the Property, inciuding without
limitatigh, the*Americaihs With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and withhold-templiance during any proceeding, including appropriate appeals, so 'ong as Grantor has
natified Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lender's interests in the
Praperty are not jeopardlzed Lender may requite Grantor to post adequate security or a surety bond, reasonably
satisfactory to Lender, to protect Lender's interest.

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

Construction Loan. f soms or.ali'tthe proceeds of the loan creating the Indebtedness are to be used to construct
or complete construction’of any, Improvements on the Property, the Improvements shall be compieted no later than
the maturity date of tHe Note for such earlier date as Lender may reasonably establish) and Grantor shall pay in full
all costs and expenses in capnection with the work., Lender will disburse loan proceeds under such terms and
conditions as Lender may:deem reasonably necessary 1o insure that the interest created by this Deed of Trust shall
have priority over all possible-iiens, including those of material suppliers and workmen. Lender may require, among
other things, that dlsbursement Tequests be supported by receipted bills, expense affidavits, waivers of liens,
construction progress reports, and such dther documentation as Lender may reasonably request.

DUE ON SALE - CONSENT BY LENDE-FL Aender may;. at Lender's option, {A) declare immediately due and payable all
sums secured by this Deed of Trustior (Bl-increase the interest rete provided for in the Note or other document
evidencing the Indebtedness and impose “$uch.other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's prior written consent, of°&h or any part of the Real Property, or any interest in the Real Property. A

"sale or transfer” means the conveyance of ‘Reil Property-.or any right, title or interest in the Real Property; whether
legal, beneficial or equitable; whether valuntary or. |nvoluntary, whether by outright sale, deed, instaliment sale contract,
Jand contract, contract for deed, leasehold intérest with aterm greater than three (3) years, lease-option contract, or by
sale, assignment, or transfer of any beneficial interest in"or to any land trust holding tile to the Real Property, or by any
other method of conveyance of an interest in the'Real Property. If any Grantor is a corporation, partnership or limited
liability company, transfer also includes any change'in ownership of more than twenty-five percent {25%) of the voting
stock, partnership interests or limited liability compahy interests, as the case may be, of such Grantor. However, this
option shall not be exercised by Lender if such exercuse is prohlblted by federal law or by Washington law.

TAXES AND LIENS. The following provisions relatmg to the taxes and liens on the Property are part of this Deed of
Trust: 5

Payment. Grantor shall pay when due (and in all events priér to deiinQuencv) all taxes, special taxes, assessments,
charges {including water and sewer}, fines and impositiohs levied:against or on account of the Property, and shall
pay when due all claims for work done on or for services tgndered-or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priarity ‘gver or. equal tathe interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not doe’ and except as otherwise provided in this Deed of
Trust. L

Right to Contest. Grantor may withhold payment of any tax, as’seésment er éiaim in connaction with a good faith
dlspute over the obligation to pay, so long as Lender's interest in the Property is not jeopardized. I 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 {15} days after Grantor has notice of the filing, secure thes dascharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bond or other secuntv satisfactory to Lender in an
amount sufficient to discharge the lien plus any cosis and attorneys’ fees, of other ¢harges that could accrue as a
result of a foreclosure or sale under the lien. In any contest, Grantor shall defend: itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bend furnished in the contest proceedings. _ .

Evidence of Payment, Grantor shall upon demand furnish to Lender satlsfactery ewdence of payment of the taxes
or assessrnents and shall autherize the appropriate governmental official to dellver to Lender at any time a written
statement of the taxes and assessments against the Property. : S

Notice of Construction. Grantor shall notify Lendar at least fifteen {15} days before any. work is gommenced, any
services are furnished, or any materials are supplied to the Property, if any mechanic's’ hen, materiaimen'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 wm pay the cost of such
improvements. R :

PROPERTY DAMAGE INSURANCE. The following provisions refating to insuring the Property are ‘a; par'
Trust. v

f this Deed of

Maintenance of Insuranca., Grantor shall procure and maintain policies of fire insurance Wlth standard extended
coverage endorsements on a replacement basis for the full insurable value covering all Improvements-on. the ‘Real
Property in an amount sufficient to aveid application of any coinsurance clause, and with a §tandard, mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general liability . msurance in such
coverage amounts as Lender may request with Trustee and Lender being named as additional msureds in such,

liability insurance policies. Additionally, Grantor shall maintain such other insurance, including but not limited 16 =
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policies shall.-be written in 5

form, amounts, coverages and basis reasonably acceptable to Lender and issued by a company or, companles
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender from time to-time the’

policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages will not-bé

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 in favor of Lender will not be impaired in any way by any’act, .-

omission or default of Grantor or any other person. Should the Real Property be located in an area designatad _g}v
the Director of the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees to
obtain and maintain Federal Fload Insurance, if available, within 45 days after notice is given by Lender that the

Property is located in a special flood hazard area, for the full unpaid principal balance of the loan and any prior liens i

]
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DEED OF TRUST
" Loan No: 5021897-206 (Continued) Page 5

__Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of

“Trdst, this event shall have the same effect as an Event of Default, and Lender may exercise any or all of its
-#ivailabie femedies for an Event of Default as provided below unless Grantor either (1) pays the tax before it

° becomies delinquent, or {2} contests the tax as provided above in the Taxes and Liens section and deposits with
_Lerrder cash or a sufficient corporate surety bond or other security satisfactory to Lender.

SECl{;lR"ITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a
securit\} agreernen't are a part of this Deed of Trust:

Securrty Agreement This instrument shall constitute a Security Agreement to the extent any of the Property
constitites fixtures, and Lender shall have all of the rights of a secured party under the Unitorm Commercial Code
as amended from time: to time.

Secumy Interest.. Upon -request by Lender, Grantor shall take whatever action is requested by Lender to perfect
and continue Lendet's:Segurity interest in the Rents and Personal Property. In addition to recording this Deed of
Trust in the real property tecords, Lender may, at any time and without further authorization from Grantor, file
executed counterparts, cepree or reproductions of this Deed of Trust as a financing staterent. Grantor shall
reimburse Lenger for ail, expenses incurred in perfecting or continuing this security interest. Upan default, Grantor
shall not remoue; sever or detach the Personal Property from the Property. Upen default, Grantor shall assemble
any Personal Property riot affixed to the Property in a mariner and at a place reasonably convenient to Grantor and
Lender and make it available to Lender within three (3} days after receipt of written demand from Lender to the
extent permitted by apphcable laws..

Addresses. The marhng addresses of Grantor {debtor} and Lender (secured party) from which information
concerning the security interest granted by this Deed of Trust may be obiained {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 thiz Deed. of Trust

Further Assurances. At any tiwie, and from time to time, upon request of Lender, Grantar will make, execute and
deliver, or wilt cause 1o be made, .éxeglted or detivered, to Lender or to Lender's designes, and when requested by
Lender, cause to ba filed, recorded; refrled, ar rerecorded, as the case may be, at such times and in such offices
and places as Lender may deem approprrate. Hhy and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements,’ contiflugtion statements, instruments of further assurance, certificates, and
other documents as may, in the sole opinion “of Lender, be necessary or desirable in arder to effectuate, complete,
perfect, continue, or preserve (T} Grantors 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 prohibitad by law or Lender agrees to the
contrary in writing, Grantor shall rermburse Lender far all costs and expenses incurred in connection with the
matters referred to in this paragraph.

Attorney-in-Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do s0
for and in the name of Grantor and at Grantor's. éxpense. For such purposes, Grantor hereby irrevocably appoints
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 desirable, in Lender g sole oplnron, to accomplish the matters referred 1o in
the preceding paragraph. ; 5

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 exécute and deliver to Trustee a request for full
reconveyance and shall execute and deliver to Grantor surtable statéments of termination of any financing statement on
file evidencing Lender's security interest in the Rents and the Personal Property - Any reconveyance fee shall be paid by
Grantor, if permitted by applicable law. The grantee in any reconveyance may:be described as the "person or persens
legally entitled thereto”, and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts.

EVENTS OF DEFAULT. Each of the following, at Lender's option, shall constrtute an Event of Default under this Deed
of Trust:

Payment Default. Grantor fails to make any payment whan due under the lndebtedness

Other Defaults. Grantor fails to comply with or to perform any other tefm oblrgatmn, 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,
obligation, covenant or condition contained in any other agreement between Lender and Grantor

Compliance Default. Failure to comply with any other term, cbligation, covenant or candltlon 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 required by this Deed of Trusts to:make any payment
far taxes ot insurance, or any other payment necessary to prevent filing of or to effect dISG arge of any lien.

False Statements. Any warranty, representation or statement made or furnrshed to Lender by Grantor or on
Grantor's behalf under this Deed of Trust or the Related Documents s false or misleading in ‘any material respect,
either now or at the time made or furnished or becomes false or misleading at any time thereafter

Defective Collateralization. This Deed of Trust or any of the Related Documenis ceases te be i Afilli- force and
effect {including failure of any collateral document to create a valid and perfected securrty rnterest or Iren} at any
time and for any reason. :

Death or Insolvency. The dissolution of Grantor's {regardless of whather alection to contmue is made], any
member withdraws from the limited liability company, or any gther termination of Grantor's ‘existencé as’a, going
business or the death of any membet, the insolvency of Grantar, the appointment of a recediver for_ahy pert' 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 insolvency faws by or against Grantor.: .

Creditor or Forfeiture Proceedmgs Commencement of foreclosure or forfeiture proceedings, whether bv 1udlcral b
proceeding, self-help, repoasessron or any other method, by any creditor of Grantor or by any governmental agengy
against any property securing the Indebtedness. This includes a garnishment of any of Granter's ascownts,:
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 deposits with
Lender menies or a surety bond for the creditor or forfeiture praceeding, in an amount determined by Lender m rts"
sole discretion, as being an adequate reserve or bond for the dispute. :

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 any agreement

ANMIRAABARE

Skagit County Auditor
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DEED OF TRUST
" Loan No: 5021897-206 (Continued) Page 7

# __p:r".ll:j__l_ic"i“ {b} join in granting any easément or creating any restriction on the Real Property; and (¢} join in any
;i subordination or other agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Oh‘hgatmns 10 Notify. Trustee shall not be obligated to notify any other party of a pending sale under any other
trust deed ot lien, or of any action ar proceeding in which Grantor, Lender, or Trustee shall be a party, uniess
requrred by apphcable law, or unless the action or proceeding is brought by Trustee.

'Trustee Trustee shall meet all gualifications required for Trustee under applicable law. In addition to the rights
and.remedies set-forth above, with respect to all or any part of the Property, the Trustee shall have the right to
foreclose by noticeand sale, and Lender shall have the right to foreclose by judicial foreclosure, in gither case in
accordance wrth and 10 the full extent provided by appiicable law.

Success_or Tiustee. “Lender, at Lender's option, may from time to time appoint a successor Trustee to any Trustee
appointad-under this Deged of Trust by an instrument executed and acknowledged by Lender and recarded in the
office of the recorder 0f '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 conveyance of the Property, shall succeed to all the title, power, and duties conferred
upon the Trustes in this Desd of Trust and by applicable taw. This procedure for substitution of Trustee shall
govern to the exclusion of"a!l other provisions for substitution.

NOTICES, Subject to appli able Iaw, &hd except for notice required or allowed by law to be given in another manner,
any notice required to be: given under this. Deed of Trust, including without limitation any notice of default and any
notice of sale shall be given jn wrrtlng,.and shall be effective when actually delivered, when actually received by
telefacsimile {unless otherwrse requrred by law), when deposited with a nationally recognized overnight courier, or, if
mailed, when deposited in the JUnited States mail, as first class, centified or registered mail postage prepaid, directed to
the addresses shown near the beginning of this:Deed of Trust, All copies of notiges of foreclosure from the holder of
any lien which has priarity overthis Deed of Trust shall be sent to Lender’s address, as shown near the beginmng of
this Deed of Trust. Any party may change its address for notices under this Deed of Trust by giving formal written
notice to the other parties, specifying’ that the purpose of the notice is to change the party's address. For notice
purposes, Grantor agrees to keep Lender mfor__med at all times of Grantor's current address. Subject to applicable law,
and except for notice required or allowed.by law. to'be given in another manner, if there is more than one Grantor, any
notice given by Lender to any Grantor is'deeméd 1g bé notice given to all Grantors.

CONSTRUCTION LOAN PROVISION. NOTWlTHSTAND'.NG THE STATEMENT HEREIN THAT THIS DEED OF TRUST
SECURES ANY OF THE RELATED DOCUMENTS HEFEHRED TO IN THE CONSTRUCTION LOAN AGREEMENT, OR ANY
OTHER PROVISION HEREIN, THIS DEED ;QF TRUST  DOES NOT SECURE THE HAZARDOUS SUBSTANCES
CERTIFICATE AND INDEMINITY EXECTUED BY.GRANTOR.

MISCELLANEOUS PROVISIONS, The following riiscelianeous provisions are a part of this Deed of Trust:

Amendments. This Deed of Trust, together with.any Related Documents, canstitutes the entire 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 unlass given in wrtiting and sugned by the party or parties sought to be charged or
bound by the alteration or amendment.

Annual Reports. |f the Property is used for purposes other than Grantor s residence, Grantor shall furnish to
Lender, upon request, a certified statement of net operating income received from the Property during Grantor's
previous fiscal year in such form and detail as Lender:shall require; "Net operating income” shall mean all cash
receipts from the Property less all cash expenditures made in cdhne"c:tion with the operation of the Property.

Caption Headings. Caption headings in this Deed of Trust aré fer corwenrence purposes only and are not 1o be
used to interpret or define the provisions of this Deed of Trust. Loy

Merger. There shall be no merger of the interest or estate created by this Deéd ot 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 governed by federal Iéw e'p'blic‘éble to"Lender and, to the extent not
preempted by federal law, the laws of the State of Washington without iegdrd to: |ts conflrcts of law provisions.
This Deed of Trust has been accepted by Lender in the State of Washmgton. p

Choice of Venua. If there is a lawsuit, Grantar agrees upon Lender’s request to submrt to the jurisdiction of the
courts of SKAGIT County, State of Washington. - R

No Waiver by Lender. Lender shall not be desmed to have waived any rrghts under thls Deed of Trust unless such
waiver is given in writing and signed by Lendar. No delay or omission on the part: of kender in, exercising any right
shall operate as a waiver of such right or any other right. A waiver by Lender of a: provrsu}n ‘of this Deed of Trust
shall not prejudice or constitute a waiver of Lender’s right otherwise to demand strie compliance with that
provisicn or any other provision of this Deed of Trust. No prior waiver by Lender -hor<any .course of dealing
betwsen Lender and Grantor, shall constitute a waiver of any of Lender's rights or.of any of Srantor's obligations
as to any future transactions. Whenever the consent of Lender is required under thig Deed of-Trust, the granting
of such cansent by Lender in any instance shall not constitute continuing consent to subsequent instances where
such consent is required and in all casées such consent may be granted or withheld in the sole dlscretron of Lender,

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust, to be rllegal -.nva'.rd or
unenforceable as to any circumstance, that finding shall not make the offending provigion ||Iegai invatid, or
unenforceable as to any other circumstance. If feasible, the offending provision shail be considered modlfred s
that it bacomes legal, valid and enforceable. |If the offending provision cannot be so modn‘red, it.shall. be
considered deleted from this Deed of Trust. Unless otherwise required by law, the |Ilegallty, in Idlty, -ar
unenforceability of any provision of this Deed of Trust shall not affect the legality, validity or enforaeabrl v ofany
other pravision of this Deed of Trust. e .

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grar\tor s interest,
this Deed of Trust shalt be binding upen and inure to the benefit of the parties, their successors arid assrgrts R
ownership of the Property becomes vested in a person other than Grantor, Lender, without notice to Grantar, May;
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearancear
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_an trial in any action, pror:eadirrg,-“dr

countarclaim brought by any party against any other party. {Initial Here:

Waiver of Homestead Exemption, Grantor hereby releases and waives all rights and benefits of the homestead '

A '
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DEED OF TRUST
~ Loan No: 5021897-206 (Continued) Page 9

S LIMITED LIABILITY COMPANY ACKNOWLEDGMENT
smre 6# i/u A )

} 88

coumv OF ‘§KAC> oY }

On this \ %“H day of 6{:‘, P"‘ , 20 CJS— before me, the undersigned
Notary Publlc, personally appeared CHARLES H. BAREFIELD, MEMBER of ISLAND DEVELOPMENT LLC, and personally
known to me or proved to me:on the basis of satisfactory evidence to be a member or designated agent of the limited
liability company that executed ‘the Deed of Trust and acknowledged the Deed of Trust to be the free and voluntary act
and deed of the limited Tiability-company, by authotity of statute, its articles of organization or its operating agreement,
for the uses and purposés therein:mentioned, and on oath stated that he or she is authorized to execute this Deed of
Trust and in fact ex%\d the De3d of Trust on behalf of the limited liability company.

wk?-«-_ Residing at (A Co T ES

Notary Public in and for the Sta

My commission expires O~ -& S

REQUEST FOR,FULL RECONVEYANCE

Trustee

To: .
The undersigned is the legal owner and hﬂlder m‘ alr indebtedness secured by this Deed of Trust. You are hereby

requested, upon payment of all sums owing 10 y6u, ta reconvey without warranty, ta the persons entitled thereto, the
right, title and interest now held by you under the Deed of Trust

Date: S Beneficlary:
Tl By:
Its:
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