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2. LAND TITLE COMPANY Burlmgton Trustee

Legal Description: LOTS 1-5, BLK 62-,.:A__NAC )
s Additional on page 2

Assessor's Tax Parcel ID#: 3772-062-005-0006 (P55308)

THIS DEED OF TRUST is dated October 20, 2005, among SONIA, INC.; a Washington i
Corporation {"Grantor"}; Whidbey Island Bank, whose malllng address is Bellingham Office, 265
York St., Bellingham, WA 98225 (referred to below sometimes as "Lender” and sometimes as
“Beneficiary”); and LAND TITLE COMPANY_-BurImgton, whose mailing address is 111 E
GEORGE HOPPER ROAD, BURLINGTON, WA 98233 (réferred to below as "Trustee").
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DEED OF TRUST
{Continued) Page 3

effect of all governmental authorities applicable to the use or occupancy of the Property, including without
' [|mrtat|on, the Americans With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
W“regulatron and withhold compliance during any praceeding, mcludlng appropriate appeals, so long as Grantor has

rotifisd Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lender's interests in the
‘Préperty ate'not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonably
s-atisfactor'y 1o Lender, to protect Lender's interest.

:~Dutv to. Protect Grantor agrees neither to abandon or leave unattended the Property. Grantor shaill do all other
acts; in addrtron ta those acts set forth above in this section, which from the character and use of the Property are
redsongbly pecessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, {A} declare immediately due and payable all
sums 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 writien consent, of all or any part of the Real Property, or any interest in the Real Property. A
"sale or transfer" means.the- conveyance of Real Property ot any tight, titie or interest in the Real Property; whether
iegal, beneficial or equrrabhe whether voluntary or inveluntary; whether by outright sale, deed, installment sale contract,
tand contract, contract for deed; Ieasehold interest with a term greater than three (3} years, lease-option contract, or by
sale, assignment, or transfer’of ary beneficial intergst in or to any land trust holdlng title 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
hability company, transter also includes any change in ownership of more than twenty-five percent (25%} of the voting
stock, partnership rnterests ar limited Ilablllty company interests, as the case may be, of such Grantor. However, this
option shall not be exermsed by Lender if such exercise is prohibited by federal law or by Washington law.

TAXES AND LIENS. The followrng prov[smns relating to the taxes and liens on the Property are part of this Deed of
Trust:

Payment. Grantor shall p’a_y ‘when due _ia‘nd in all events prior to delinquency) all taxes, special taxes, assessments,
charges {including water and sewer},-fing$ and impositions levied against or on account of the Property, and shall
pay when due all claims for work.done’on or far services rendered or material furnished to the Property. Grantor
shall maintain the Property free of altliens haying priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and ass sments not due and except as otherwise provided in this Deed of
Trust.

Right to Contest. Grantor may withhﬁld "pasimﬁnt of any tax, assessment, or cfaim in connection with a good faith
dispute over the obligation to pay, so long as;Lender’s interest in the Property is not |ecpardized. If a lien arises ar
is fited as a result of nonpayment, Grantor:shall within fifteen {16} days after the lien arises or, if a lien is filed,
within fifteen {15} days after Grantor has notice ofthe filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient cdrporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus‘any costs and attarneys' fees, or other charges that could accrue as a
result of a foreclosure or sale under the lfen:, 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 bond furnished in the'contest proceedings.

Evidenca of Payment. Grantor shall upon demand furnish 16 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 against the Property !

Notice of Construction. Grantor shall notify Lender at Ieast flfteen H 5} days before any work is commenced, any
sarvices are turnished, or any materials are supplied tc: :tha.. Prepe_rty, if any mechanic's lien, materialmen's lien, or
other lien could be asserted on account of the work, services, or métetials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relatiri‘_g to insuring fhe Property are & part of this Deed of
Trust. :

Maintenance of Insurance. Grantor shall procure and mamtam pOlICIeS of firgingurance with standard extended
coverage endorsements on a replacement basis for the full insurabile Value covering. all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsuranceé clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehiensive general liability insurance in such
coverage amounts as Lender may request with Trustee and Lender béing named, as additienal insureds in such
liability insurance policies. Additienally, Grantor shall maintain such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policies shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender and i$sued by a company or companies
reasonably acceptable to Lender. Grantor, upen request of Lender, will deliver to.Lender from time to time the
policies of certificates of insurance in form satisfactory to Lender, including stigulations that coverages will not be
cancelled or diminished without at least ten (10) days prior written notice to Lender, Each insyrance policy also
shall include an endorsement providing that coverage in tavor of Lender will not be rmpalred in anv way by any act,
umission or default of Grantor or any other person. Should the Real Property be located in an area designated by
the Director of the Federal Emergency Management Agency as a special flood hazard_,.are&a}" Grantor agrees to
obtain and maintain Federal Flood insurance, if available, within 45 days after notice js'given by Lender that the
Property is located in a special flood hazard area, for the full unpaid pringcipal balance of the laap and any prior liens
on the property securing the loan, up to the maximum pollcy limits set under the National Flood lnsuranc:e Program
or as otherwise required by Lender, and to maintain such insurance for the term of the Ioan ’

Application of Procesds. Grantor shall promptly notify Lender of any loss or damage ta the Propert\r if the
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof of logs: jf*Grantor fails to do

s0 within fifteen (15) days of the casualty, Whether or not Lender's security is impaired, Lender may; at Lender s
election, receive and retain the proceeds of any insurance and apply the proceeds to the reductlon of-the
Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the Properjty “Af Lender,
elects to apply the proceeds to restoration and rapair, Grantor shall repair or replace the damaged or destroyed
Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such expetditure; pay
or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantar is hot in'default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their récaipt and -
which Lender has not committed to the repair or restoration of the Property shall be used first to pay any amount.’ .
owing te Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be applied =
to the principal balance of the Indebtedness. If Lender holds any proceeds after payment in full of the"
Indebtedness, such proceeds shall be paid without interest to Grantor as Grantor's interests may appear.

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: {1} the name of the insurer; (2) the risks.

U

Skagit County Auditor
10/24/2005 Page 3 of 2 3:40PM
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DEED OF TRUST
{Continued) Page 5

___:=L'é_nd3r and make it available to Lender within three (3) days after receipt of written demand from Lender to the
“ gxtent permitted by applivable law.

’ uAdarasseé The mailing addresses of Grantor (debtor) and Lender {secured party) from which information
¢opcerning the security interest gramed by this Deed of Trust may be obtained (each as required by the Uniform
i Commercial Code) ara as stated on the first page of this Deed of Trust,

FURTHER ASSURANCES ATTORNEY-IN-FACT. The ftollowing provisions relating to further assurances and
attornev-m -fact are a part of this Deed of Trust:

Furthar Assumm\,as At any time, and from time to fime, upon request of Lender, Grantor will make, execute and
deliver, or ‘wilt'cause:to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender; cause to beé. filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and places as‘Lénder may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agregments, flnanmng statements, continuation statements, instruments of further assurance, certificates, and
other documents as may, m the sole opinion of Lender, be necessary or desirable in order to effectuate, cormplete,
parfect, contmue, of preserve {1}  Grantor's obligations under the Note, this Deed of Trust, and the Reiated
Documents, and 2] “the-liéns and security interests created by this Deed of Trust as first and prior liens on the
Property, whéther now owned:or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
cantrary in writing, Grantar shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred 10 in this paragraph

Attorney-in-Fact. If Grantor fails to da any of the things referred to in the preceding paragraph, Lender may do so
for and in the name'ot Grantor and. gt Grantor's expense. For such purposes, Grantor hereby irrevecably appoints
Lender as Grantor's attorpey-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
ather things as may be necessary or des:rab!e in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph.. ° »

FULL PERFORMANCE. If Grantor pays aII the Indebtedness when due, and otherwise performs all the obligations
impased upon Grantor under this.-Deed” of “Trust, Lender shall execute and deliver to Trustee a request far full
reconveyance and shall execute and denver to Grantor suitable statements of termination of any financing statement on
fite evidencing Lender's security Interestin the Rents. and the Personal Property. Any reconveyance fee shall be paid by
Grantar, if permitted by applicable law. The grantee in any reconveyance may be described as the "person or persons
legally entitled thereto®, and the recital§ |n the’ reconvevanee of any matters or facts shall be conclusive proof oi the
truthfulness of any such matters or facts: ™

EVENTS OF DEFAULT. Each of the followmg, at Lender & opuon, shall canstitute an Event of Default under this Deed
of Trust:
Payment Defauft. Grantor fails to make ariv pa”yr_ne'nt when due under the Indebtedness.

Other Defaults. Grantar fails to comply 'ir.rith'or 1o perform any other term, obligation, covenant or condition
contained in this Deed of Trust or in any of the Related Documents or 1o comply with or to perform any term,
obligation, covenant or condition contained in‘any other agreement between Lender and Grantor.

Compliance Default. Failure fo comply with any other termy, chligation, covenant or condition comained in this
Dead of Trust, the Note or in any of the Relatad Documents

Defauit on Other Payments. Failure of Grantor within the nme requwed by this Deed of Trust {0 make any payment
for taxes or insurance, or any other payment necessary (o] prevent filing of or to effect discharge of any lien,

False Statements. Any warranty, representation or statement made or furnished to Lender by Grantor or on
Grantor's behaif under this Deed of Trust or the Related Documents i§ false or misieading in any matstial respect,
either now or at the time made or furnished or becomes falsg or ms!eadmg at any time thereafter.

Defective Collateralization. This Deed of Trust or any of the: Related Documents ceases tg be in full farce and
eHect {including failure of any collateral document to create a; valld and perfected security interest or lien) at any
1ime and for any reason. ; .

Insolvency. The dissolution or termination of Grantor's existence as'a gﬂing business, the insolvency of Grantor,
the appointment of a receiver for any part of Grantor's property, any assighment for the benefit of creditors, any
type of creditor warkout, or the commencement of any proceeding under anv bankruptcy ar insclvency laws by or
against Grantor. : :

Graditor or Forfeiture Procesdings. Commencement of foreclosure or forfelture proceedmgs, whether by judicial
proceeding, self-heip, repossession or any ather method, by any craditor ‘of Grantor o by any governmental agency
against any property securing the Indebtedness. This includes a gartishment of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event of Default shall mot appiy if there is a good faith
dispute by Grantor as to the validity or reascnableness of the claim which is the hasis of the creditor or forfeiture
proceeding and if Grantor gives Lender written notice of the creditor or forfe}ture proceedlng and deposits with
Lender monies or a surety bond for the craditar or forfaiture proceeding, in an amr::unt determmed by Lender, in its
sole discretion, as being an adequate reserve or bond for the disputa. I

Breach of Other Agraement. 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 lm‘utatmn any agrasment
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 Guaranmr of arw of the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the: validity of, of liability
under, any Guaranty ol 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 ubder the guaranty ina
manner satisfactory te Lender, and, in doing so, cure any Event of Default,

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender beheves the
prospect of payment or performance of the Indebtedness is impaired. g B

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is curable and if Grantor has not been glven a notlce
of a breach of the same provision of this Deed of Trust within the preceding twelve {12) manths, it may'be cured if -~

Grantor, after receiving writlen notice from Lender demanding cure of such default: (1) cures the defalit withip
ten {10} days; or (2) if the cure requires more than ten (10} days, immediately initiates steps which Lender deems -

in Lender's sole discretion to be sufficient to cure the default and thareafter continues and completes all reasanable

and necessary steps sufticient to produce compliance as soon as reasonably practical. :

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

AR

Skagit County Auditor
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DEED OF TRUST
{Continued) _ Page 7

any, notu::e required to be given under this Deed of Trust, including without limitation any notice of default and any
‘nofice-of sale shall be given in writing, and shall be effective when actually delivered, when actually received by
- telefacsimile (unless otherwise required by law), when deposited with a natienally recognized overnight courier, o, if
“mailed, when deposited in the United States mall, as first class, certified or registered mail postage prepaid, directed to
the dddresses shown near the beginning of this Deed of Trust. All copies of noticas of foreclosure from the hoider of
anyilien which has priority over this Deed of Trust shall ba sent to Lender's address, as shown near the beginning ot
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 nofice is 1o change the party's address. For notice
purposes, Grantor agreas to keep Lender informed at ali times of Grantor's current address. Subject to applicabie law,
and except for fiotice 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 deemed to be notice given to all Grantors.

MISCELLANEGUS PROVISIONS The following 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: a3 to the matters set forth in this Deed of Trust. No alteration of or amendment to this
Deed of Trust shalkbe effectwe unless given in writing and signed by the party or parties sought te be charged or
bound by the” aiteratlon or arnendment

Annual Reports if the Property is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request, a-tertified statement of net operating income received from the Propertv during Grantor’s
previous fiscal year insuch form-and detail as Lender shall require. “Net operating income” shall mean all cash
receipts from the Preperty l.ess all cash expenditurgs made in connection with the operation of the Property.

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

Masger. There shall be no merger ok the interest or estate created by this Dead of Trust with any ather interest or
estate in the Property at any tlme heid by or for the benefit of Lender in any capacity, without the written consent
of Lender.

Govsrning Law. This Desd of Trust quI be governad by federal law applicable to Lender and, to the axtant not
presmpted 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 bv Lgnder in the State of Washington,

Choice of Venue. if there is a lawsiit, G_r_:ant__or agrees upon Lender's request to submit to the jurisdiction of the
courts of Whatcom County, State of Wasghington.

Mo Waiver by Lender. iender shall not pé deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by:Lender. N6 delay or omission on the part of Lender in exercising any right
shall operate as a waiver of such right of 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 othet provision of this Deed:of Trust. MNo prior waiver by Lender, nor any course of dealing
hetwean Lender and Grantor, shall constitutea waiver of any of Lender’s rights or of any of Grantor’s obligations
as to any future transactions. Whenever the consent of Lender is required under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitite.continuing consent to subsequent instances where
such consent is required and in all cases such consent mav be granted or withheld in the sole discretion of Lender.

Severability. If a court of competent jurisdiction finds any prowsron of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding. shall not.‘make the offending provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible;.the. off_endmg pravision shall be considered moditied so
that it becomes legal, valid and enforceable. If the"gffending provision cannot be so modified, it shall be
considered deleted from this Deed of Trust. Unless othierwise required by law, the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affect the legahty, validity or enforceability of any
other provision of this Deed of Trust.

Successors and Agsigns. Subject to any limitations stated in thls Deed. of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure 10 the benefit ‘of the parties, their successors and assigne. [f
ownership of the Property becomes vested in a person other than- Grantor, Lénder; without notice to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indébtedness by way of forbearance or
extension without releasing Grantar from the obligations of this Deed of Trust or habl'nty under the Indebtedness.

Time is of the Essence. Time is of the gssence in the performance of this Deed of Trust

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

DEFINITIONS. The following capitalized words and terms shali have the following maamngs when used in this Deed of
Trust. Unless specifically stated to the contrary, ail references ta dolfar amounts shall‘mean amounts ir lawful money
of the United States of America. Words and terms used in the singular shall |nclude the p(ural and the plural shall
include the singular, as the context may require. Words and terms not atherwise defmed '.n th1s Deed of Trust shail
have the meanings attributed to such terms in the Uniform Cammercial Code:

Beneficiary. The word "Beneficiary” means Whidbey Island Bank, and its successars and *asmgns

Borrower. The word "Borrower™ means SONIA, INC. and includes all co-signers and co makers srgn:ng the Note
and all their successors and assigns.

Dead of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender and Trustee, and
includes without limitation all assignmant and security interest provisions relating to the Personal PIO'DET'EY and
Rents. ; ; .

Default. The word "Default™ means the Default set forth in this Deed of Trust in the section tlt!ed Defauit

Environmental Laws. The words "Environmental Laws" mean any and all state, federal and {ocal statutes_
regulations and ordinances relating to the protection of human heaith or the environment, iricluding” without:
limitation the Comprehensive Environmentai Response, Compensation, and Liability Act of 1980, as amended, 42;’

U.S.C. Section 9601, et seq. {"CERCLA"), the Superfund Amendments and Reauthorization Act of 1886, Pub, L
No. 99-499 {"SARA™}, the Hazardous Materials Transportation Act, 49 U.5.C. Saction 1801, et seq., the Resource

Conservation and Recovery Act, 42 U.S.C, Section 6901, at seq., or other applcable state or federal laws, rulesk"'"

or regulations adopted pursuant thereto,

Event of Default. The words "Event of Default” mean any of the events of default set forth in this Deed of Trust m'

the events of default section of this Deed of Trust.
Grantor. The word "Grantor" means SONIA, INC,.
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DEED OF TRUST

{Continued) Page 9

REQUEST FOR FULL RECONVEYANCE

. Trustee

The: undersngned is the legal owner and holder of all Indebtedness sacured by this Deed of Trust. You are hereby

requested upon payment of all sums owing to you, to reconvey without warranty, o the persons entitled thereto, the
nght m[e and lnterest now hald by you under the Deed of Trust.

Data

"'-:}_'d:v

Beneficiary:
By:
Its:

[ASER PAC Lending, ar. 5, 26.00.008 Gope. Heclond Finanoia) Soiations, nc, 1997, 200B. ANl Rights Reverved. - WA MARFILPLIGOT.FC TR-26314 PR-COMMLRE
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