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DATE: November 15, éodé :

Reference # (if appllcable) 86432 Additional on page
Grantor{s):
1. GRANDY CREEK HOLDINGS LLC

Grantee(s)
1. BUSINESS BANK OF SKAGIT COUNTY
2. FIRST AMERICAN TITLE COMPANY Trustee

Legal Description: SECTION 10, TOWNSH!P 35, RANGE 7;
PTN. NE SE {aka Lot 1, Short Plat No. 00- Q085§ :
S Additional on page 2

Assessor's Tax Parcel ID#: P42341

THIS DEED OF TRUST is dated November 15, 2005, among GRANDY CREEK HOLDINGS, LLC;
A Washington Limited Liability Company ("Granto.r"}_.;""BU.SlNESS BANK OF SKAGIT COUNTY,
whose mailing address is BURLINGTON OFFICE; 1854 SO BURLINGTON BLVD, BURLINGTON,
WA 98233 (referred to below sometimes as "Lender and sometimes as "Beneficiary”); and
FIRST AMERICAN TITLE COMPANY, whose mallmg address is 1301 B RIVERSDIE DRIVE,
MOUNT VERNON, WA 98273 (referred to below as Tru_stee")




#

o DEED OF TRUST
* Loan No: 1900601140 (Continued) Page 2

CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
: of eftry-and possession and for the benefit of Lender as Benaficiary, all of Grantor's right, title, and interest in and to
“the following:. doscribed real property, together with all existing or subsequently erected or affixed buiidings,
|mprcvements and fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
(|ncludmg stocki in utilities with ditch or irrigation rights); and all other rights, rovalties, and profits relating to the real
property, including without limitation all minerals, oil, gas, geothermal and simitar matters, {the "Real groperty")

located in-SKAGIT County, State of Washington:

LOT 1 OF SKAGIT COUNTY SHORT PLAT NO. 00-0085, APPROVED SEPTEMBER 12,
2000.“AND. RECORDED SEPTEMBER 13, 2000 UNDER AUDITOR'S FILE NO.
20009130102, BEING A PORTION OF THE SOUTHEAST 1/4 OF THE SOUTHEAST 1/4
AND A PORTION OF THE NORTHEAST 1/4 OF THE SOUTHEAST 1/4 IN SECTION 10,
TOWNSHIP 35 NORTH RANGE 7 EAST, W.M.

The Real Property or: |ts address is commonly known as 39952 STATE ROUTE 20, CONCRETE,
WA 98237. The Real F_':_ropkerty tax identification number is P42341.

Grantor hereby asslgns as security to.Lender, all of Grantor's right, title, and interest in and to alt leases, Rents, and
profits of the Property. . Thrs agslgnment Is recorded in accordance with RCW 66.08.070; the lien created by this
assignment is intended to: be specific, perfected and choate upan the recording of this Deed of Trust. Lender grants to
Grantor a license to collect the‘Rents and profits, which license may be revoked at Lender's option and shall be
automatically revoked upon aceeleration gf all or part of the Indebtedness.

THIS DEED QF TRUST. INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS GIVEN TQ:SECURE -{A) PAYMENT OF THE INDEBTEDNESS AND (B) PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Eiceet as. ctherwr'se provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust-ds they become due, and shall strictly and in a timely manner perform all of
Grantor's abligations under the Note, this Deed of Trust, and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY “Grantor agrees that Grantor's possession and use af the
Property shall be governed by the following prowsmns.

Possession and Uss. Until the occurrem;e of an_.Event of Default, Grantor may (1) remain in possession and
contrel of the Property; (2} use, operate gr mdnage the Property; and {3} collect the Rents from the Property
{this privilege is a license from Lender to Grentor automatically revoked upen default]. The following provisions
relate to the use of the Property or to other l|m1tat|ons on the Property. The Real Property is naot used principally
far agricultural purposas, : :

Duty to Maintain. Grantor shall maintain the ﬁrepertv in teﬁérﬁa_ble condition and promptly perform all repairs,
replacements, and maintenance necessary to preserva ltS value :

Nuisance, Waste. Grantor shall not cause, conduct.or permlt anv nuisance nor commit, permit, ar suffer any
stripping of or waste on or toc the Property or any partien of the Property. Without limiting the generality of the
foregoing, Grantor will not remove, or grant to any othar party the fight to remove, any timber, minerals {including
ail and gasl}, coal, clay, scoria, soil, gravel or rock products wnheut Lender s prior written consent.

Removal of Improvements. Grantor shall not demolish or remove iy Improvements from the Real Property
without Lender's prior written consent. As a condition to the ferioval of:any Improvements, Lender may require
Grantor to make arrangements satisfactory to Lender to replace sich Improvements with Improvements of at least
equal value, ‘ : E

Lender's Right to Enter. Lender and Lender's agents and repres‘entatlv‘es may enter upon the Real Praperty at all
reasonable times to attend to Lender's interests and to inspect:the-Real Property for purposes of Grantor's
compliance with the terms and conditions of this Deed of Trust. ; .

Compliance with Governmental Requirements. Grantor shall promptly complﬁ}, :and shall promptly cause
compliance by all agents, tenants or other persons or entities of everyinature whatsoever who rent, lease or
otherwise use or accupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental authorities applicable to the use or occupancy of the’ Propertv, Including without
limitation, the Americans With Disabilities Act. Grantor may contest in good’ faith any such law, ordinance, or
regulation and withhold compliance during any proceeding, including appropriate”appeals, sa-long as Grantor has
notified Lender in writing prior to doing so and so long as, in Lender's sole jopinion, Lender's interests in the
Property are not jeopardized. Lender may require Grantor 1o post adequate securlty or @ suretv bond reasonably
satisfactory to Lender, to protect Lender’s interest. .

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property Grahtor shall do all other
acts, in addition to those acts set farth abova in this saction, which from the charactar and use of the Propertv are
reasonably necessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. lLender may, at Lender’s aptien, {A) declare immediatelv--'~dhe aﬁd pavable all
sums secured by this Deed of Trust or (B) increase the interest rate provided for in the Note.of .6ther dgcument
evidencing the Indebtedness and impose such other conditions as Lender deems apprapriate, upon the gale or'trapsfer,
without Lender's prior written 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 or any right, title or interest in the Real Property: whether
legal, beneficial or equitable; whather voluntary or involuntary; whether by outright sale, deed, installment sale contract
land contract, contract for deed, leasehaold interest with a term greater than three (3) years, lease- optlon contrect, or'by
sale, assignment, or transfer of any beneficial interest in or to any land trust halding title to the Real Prdpetty, orby any ",
other method of conveyance of an interest in the Real Property. If any Grantor is a corporation, partnerghip or hmrted
liability company, transfer also includes any change in ownership of more than twenty-five percent (25%) of the .
stock, partnership interests or limited liability company interests, as the case may be, of such Grantar. Howeva_r ttus:f
option shall not be exercised by Lender if such exercise is prohibited by federal law or by Washington law. B

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

Payment. Grantor shall pay when due {(and in all events prior to delinquency) all taxes, special taxes, assessm‘en’te,
charges (including water and sewer), fines and impositions levied against or on account of the Property, and shall
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£ ipay 'wﬁ‘én due all claims for work done on or for services rendered or material furnished to the Property. Grantor
+ shall maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of
i Tiusti'e cept for the lien of taxes and assessments not due and except as otherwise provided in this Deed of
g "Trust Y

nght to Contest Grantor may withhold payment of any tax, assessment, or claim in cennection with a goad faith
dlspute aver: the obligation to pay, so long as Lender's interest in the Property is not jeopardlzed If a lien arises or
is:, filed as.a regsult.of nonpayment, Grantor shall within fifteen {15} days after the lien arises or, if a lien is filed,
withif=fifteari {15} days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposut'wrth Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amaunt sufhment to" dlscharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a
result of.a fofeclpsure er sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy ahy-adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any :S'urety' bond furnished in the contest proceedings.

Evidence of Paymant Grantcr shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall althgrize the appropriate governmental official to deliver to Lender at any time a written
statement of thé Laxes and assessments against the Property.

Notice of Constructmn Grantor shall notify Lender at least fifteen (15) days befare any work is commenced, any
services are furnished, or any materlals are supplied to the Praperty, if any mechanic's fien, materialmen's lien, or
other lien could be asserted on aceount of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satmfactory to Lender that Grantor can and will pay the cost of such
|mpr0vements -

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

Maintenance of Insurance. Gr"antor shall 'prdcure and maintain policies of fire insurance with standard extended
coverage endorsements on a replacement.basis for the full insurable vafue covering all Improvements on the Real
Property in an amaunt sufficient to.avoid application of any coinsurance clause, and with a standard mortgagss
clause in favor of Lender. Grantor ‘shall also proeure and maintain comprehensive general liability insurance in such
coverage amounts as Lender may.request WEt:tl.T‘rustee and Lender being named as additional insureds in such
liability insurance policies. Additionally, Grartor 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 reasoh‘ét__)ly acceptable to Lender and issued by a company or companies
reasonably acceptable to Lender. Grantor,: upon reguest of Lender, will deliver to Lender from time to time the
policies or certificates of insurance in formy satistactory to Lender, 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 in favor of Lender will not be impaired in any way by any act,
omission or default of Grantor or any other pérsen. Should the Real Property be located in an area 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 the
Property is located in a special flood hazard area, for the full unpaid principat balance of the Ioan and any prior liens
on the property securing the locan, up to the maximum policy limits.set under the National Flood Insurance Program,
or as otherwise required by Lender, and to maintain such inSurance-for. the term of tha loan.

Application of Proceeds. Grantor shall promptly notify Lender of any foss or 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 election, receive and retain the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of.any.lién affecting the Property, or the resteration
and repair of the Property. If Lender elects to apply the proceeds.to reéstoration and repair, Grantor shall repair or
replace the damaged or destroyed |Improvements in a manner satisfactory to Lender. Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor from the;pfoceeds for the reasonable cost of
repair or restoration if Grantor is not in default under this Deed of Trusts Any proceeds which have not been
disbursed within 180 days after their receipt and whmh Lender has nat.: com‘mmed to the repair or restoration of
interest, and the remainder, if any, shall be applied to the principal balance of the: lndebtedness If Lender holds
any proceeds after payment in full ¢f the Indebtedness, such proceeds shafl be paid W|th0ut interest to Grantor as
Grantar's interests may appear. H

Grantor's Report on Insurance. Upon request of Lender, however not mor’e than once.-é 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 thén.current replacement value of such
property, and the manner of determining that value; and (5) the expiration date of:the-policy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determlne the ‘cash valua replacement cost
of the Property. : .

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would matenaliy affect Lender 5 interest in
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Decuments, including
but nat limited to Grantor's failure to discharge or pay when due any amounts Grantor is requirad to d;scharge or pay
under this Deed of Trust or any Related Documents, Lender an Granter's behalf may {but shall.#iot- be obhgated to) take
any action that Lender deems appropriate, including but not limited to discharging or paying.all taxes,.liéns, security
interests, encumbrances and other claims, at any time levied or placed on the Property and paying ali costs:for thsuring,
maintaining and preserving the Property. All such expenditures incurred or paid by Lender for such.-purposes will then
bear interest at the rate charged under the Note from the date incurred or paid by Lender to the datesof répayment by
Grantor. Al such expenses will become a part of the Indebtedness and, at Lender's option, will {A).-"be payable®on
demand; (B) be added to the balance of the Note and be apportioned among and be payable with any igs-'tallm_ehj;
payments to become due during either (1} the term of any applicable insurance policy; or {2] the remaiping term ok
the Note; or (C} be treated as a balloon payment which will be due and payable at the Note's maturity, “The Deed of
Trust also will secure payment of these amounts. Such right shall be in addition to all other rights and remedles to
which Lender may be entitled upon Default,

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of: thls Dee -
of Trust: g

Title. Grantor warrants that: (a) Grantor holds good and marketable title of recard to the Property in fee éimp_le,;
free and clear of all liens and encumbrances other than those set forth in the Real Property description or in any’™
title insurance policy, title repart, or final title opinion issued in favor of, and accepted by, Lender in connection

with this Deed of Trust, and {b} Grantor has the full right, power, and authority to execute and daliver this Deed’ “6f
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" Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the
~“title"to the Property against the lawful claims of all persons. In the event any action or proceeding is commenced
Jhat questions Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
 action at Grantor's expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitled to

partlmpate in the proceeding and to be represented in the praceeding by counsel of Lender's own choice, and
<Grantor will deliver, or cause to be delivered, to Lender such instruments as Lender may request from time to time
Lt permit such participation.

'*Compllanca Wlth Laws. Grantor warrants that the Property and Grantor's use of the Property camplies with all
exrstmg appllcable Iaws ordinances, and regulations of governmental authorities.

Survival of Rapresantatlons and Warranties. All representations, warranties, and agreements made by Grantor in
this Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and
shall remain in full force and effect until such time as Grantar's Indebtedness shall be paid in full.

CONDEMNATION. The fgllb_Wir)g pravisions relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If-dny. proceeding in condemnation is filed, Grantor shall promptly natify Lender in writing, and
Grantor shall promyitly: take such steps as may be necessary to defend the action and obtain the award. Grantor
may be the nommai party in“such praceading, but Lender shall be entitled to participate in the proceeding and to be
represented in the proceedmg by counsel of its own choice all at Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender such instruments and documentation as may be requested by Lender from time to
time to permit such partrclpa‘tlon

Application of Net Pmceeds If all or any part of the Property is condemned by eminent domain proceedings or by
any proceeding or purchasa in‘fieu of condemnation, Lender may at its election require that all or any portion of the
net proceeds of the award.be applied to the Indebtedness or the repair or restoration of the Property. The net
proceeds of the award shall mean the:award after payment of all reasonable costs, expenses, and attorneys' fees
incurred by Trustee or Lender |n connectlon with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating
to governmental taxes, fees and charges arg ‘a part of this Deed of Trust:

Current Taxes, Fees and Chargls 'Upon reqiiest by Lender, Grantor shall execute such documents in addition to
this Deed of Trust and take whatbver ather action is requested by Lender to perfect and continue Lender’s lign on
the Real Property. Grantor shall reimburse Lender for alt taxes, as described below, together with all expenses
incurred in recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees,
documentary stamps, and other charges for recording’or registering this Deed of Trust.

Taxes. The following shall constitute taxes to_wh_ich this section applies: ({1} a specific tax upon this type of
Deed of Trust or upen all or any part of.the ‘idebtedness secured by this Deed of Trust; (2) a specific tax on
Grantor which Grantor is authorized or required to deduct from payments oh the Indebtedness secured by this type
of Deed of Trust; {3) a tax on this type of Deed of Trust chargeable against the Lender or the holder of the Note;
and (4) a specific tax on all or any portion of the Indebtedness or an payments of principat and interest made by
Grantor. .

Subsequent Taxes. If any tax to which this sébtion applies‘ is enacted subsequent to the date of this Deed of
Trust, this event shall have the same effect as an Event’ of-Default, and Lender may exercise any or all of its
available remedies for an Event of Default as provided 'beldw unless Grantor either (1} pays the tax before it
becomes delinquent, or (2) contests the tax as provided above in the Taxes and Liens section and deposits with
Lendaer cash or a sufficient corporate surety bond or ot'he'r security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The followmg prowsrons relatmg to this Deed of Trust as a
security agreement are a part of this Deed of Trust:

Saecurity Agreasment. This instrument shall constitute a Secuntv Agreement to the extent any of the Property
constitutes fixtures, and Lender shall have all of the rights of a: secured party under the Uniform Commercial Code
as amended from time to time. R

Security Intersst. Upon request by Lender, Grantor shall take W:hatevér aétion is requested by Lender to perfect
and continue Lender's security interest in the Rents and PersonalProperty.s In addition to recording this Deed of
Trust in the real property records, Lender may, at any time and without further authorization from Grantor, file
executed counterparts, copies or repraductions of this Deed of Trust ‘as:'a fmancrn_g staternent. Grantor shall
reimburse Lender for all expenses incurred in perfecting or continuing this security jntérest. Upon default, Grantor
shall not remove, sever or detach the Personal Property from the Property, Upon default, Grantor shall assemble
any Personal Property not affixed to the Property in @ manner and at a place reasonably'GOnvenient to Grantor and
Lender and make it available to Lender within three {3} days after receipt-of. wrltten demand from Lender to the
extent permitted by applicable law. :

Addresses. The mailing addresses of Grantor {debtor] and Lender (secured party) from which information
concerning the sacurity interest granted by this Deed of Trust may be obtalned (each as requrred by the Uniform
Commercial Code} are as stated on the first page of this Deed of Trust. < .

FURTHER ASSURANCES:; ATTORNEY-IN-FACT. The following provisians refatrng govd further &ssurances 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 deS|gnee and wheny ‘tequested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times.angdin. 'such affices
and places as Lender may deem appropriate, any and all such mortgages, deeds of trust, secumy deeda, ‘security
agreements, financing statements, continuation statements, instruments of further assurance,. certificates’. and
other documents as may, in the sola opinion of Lender, be necessary or desirable in order to éffectuate, complete,
perfect, continue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust,. and ‘the. Related
Documents, and (2) the liens and security interests created by this Deed of Trust as first and pnor liens. on the
Property, whether now owned or hereafter acquired by Grantor. Unless prohibited by law or Lender:agrees'to the’
contrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connectmn wnth the
matters referred to in this paragraph. ;

Attorney-in-Fact. |f Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do.;sc-
for and in the name of Grantor and at Grantor's expense. 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's sole apinion, ta accamplish the matters referred ‘to ln:-'"
the preceding paragraph. P

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwuse performs all the obllgatlons
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) |mpqsed upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for fulf
reconveyance and shall execute and deliver to Grantor suitable statements 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 périmitted 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 ar facts.

EVENTS ‘OF DEFAULT ,Each of the following, at Lender's option, shall constitute an Event of Default under this Deed
of Trust; ="

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

Other De_faults Grantor fails to comply with or to perform any other term, obligation, covenant or ¢ondition
contained_jri this, Deedof. Trust or in any of the Related Documents or to comply with or to perform any term,
obligation, covenant or, condltmn contained in any other agreement between Lender and Grantor.

Compliance Default.: Fal!ure o comply with any other term, obligation, covenant or condition contained in this
Deed of Trust, the'N'__qte or in any of the Related Bocuments.

Defauilt on Othe'r_:_Pevménie_. F:eil_qre of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurance, orany ather payment necessary to prevent filing of ar to effect discharge of any lien.

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

Falsa Statements. Any w‘arfanty, rebresentation or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this ‘Déed of Triyst or. the Related Documents is false or misleading in any material respect,
either now or at the time made er furmshed or becomes false or misleading at any time thereafter.

Defoctive Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full force and
effect {including failure of any collateral document to create a valid and perfected security interest or fien} at any
time and for any reasaon. L

Death or Insolvengy. The dissolution" Of__:G'Ta__th-f'S (regardless of whether election to continue is madel, any
member withdraws from the limited lability, company, or any other termination of Grantor's existence as a going
husiness or the death of any member, the |nselvency of Grantar, the appointment of a receiver for any part of
Grantor's property, any assignment for “the beneflt of creditors, any type of crediter workout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any othier methad, by any creditor of Grantor or by any governmantal agency
against any property securing the Indebtedniess, This includes a garnishment of any of Grantor's accounts,
including deposit accounts, with Lender. Howaever, 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 forfsiture
proceeding and if Grantor gives Lender written notice of the-creditor or forfeiture proceeding and deposits with
Lender monies or a surety bond for the creditor or farfeiture: proceedmg in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dlspute

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement getween Grantor and
Lender that is not remedied within any grace period prowdeg therein, including without fimitation any agreement
concerning any indebtedness or other ebligation of Grantor:-to Lende-f, w-hether existing now or later.

Evants Affecting Guarantor. Any of the preceding events occurs wnth fespect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or réveokes ar'disputes the validity of, or liability
under, any Guaranty of the Indebtedness. In the svent of a death, Lender; &t its option, may, but shall not be
required to, permit the Guarantor's estate to assume unconditionally the obhgatmns arising under the guaranty in a
manner satisfactory to Lender, and, in doing so, cure any Event of® Default

Adverse Change. A material adverse change occurs in Grantor's-. fmanmal condltlon ar Lender believes the
prospect of payment or performance of the Indebtedness is impaired. ; :

Insecurity. Lender in good faith believes itself insecure,

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occcurs under thns Deed of Trust at any time thereafter,
Trustee or Lender may exercise any one ar more of the following rights and remediss: . B

Election of Remadies. Election by Lender to pursue any remedy shall not exclude pursun of any other remedy, and
an election to make expenditures or to take action to perform an obligation of Grantet under this Deed of Trust,
after Grantor's failure to perform, shall not affect Lender’s right to declare a default and exercise its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the "en:’tire In&ebtedgess immediately
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 shalt have the nght to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the right.to, foreclose by judicial
foreclosure, in either case in accordance with and to the full extent provided by applicable:law, * :

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the“ rrghts and
remedies of a secured party under the Uniformm Cammercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take possession cf and rna“nag‘e 'the
Property and collect 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 requirs” any “tenantor.
other user of the Property to make payments of rent or use fees directly to Lender. If the Rents are"collécted by
Lender, then Grantor irrevocably designates Lender as Granter's attorney-in-fact to endorse instruments:received in.
payment thereof in the name of Granter and to negotiate the same and collect the proceeds. Payments by tenants
or other users to Lender in response to Lender's demand shall satisfy the obligations for which the payments are
made, whether or not any proper grounds for the demand existed. Lender may exercise its rights i.lnde'r_tﬁ

subparagraph either in person, by agent, or through a receiver. Lo

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part Df."‘
the Property, with the power to protect and preserve the Property, to operate the Property preceding or pendmg
foreclosure or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost.of
the receivership, against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's
right to the appointment of a receiver shall exist whether or not the apnarent value of the Propertv exceeds the

L
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" Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serving as a
~receiver.

_~Tenancy-at Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided
above-or.Lénder otherwise bacomes entitled to possession of the Property upon default of Grantor, Grantor shall
:Beoome a‘tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's aption, either (1)

s pay a reasonable rental for the use of the Property, or (2} vacate the Property immediately upon the demand of

: Lender. ¢

*30ther Remedles Trustee or Lender shall have any other right ar remedy provided in this Deed of Trust or the Nate
orby Iaw

Notice of- Sale. Lender shall give Grantor reasonable natice of the time and place of any public sale of the Personal
Property or of the time after which any private sale ar other intended disposition of the Personal Praperty is to be
made.” Reasonable notice shall mean notice given at least ten {10] days before the time of the sale or disposition.
Any sale of the Personal Property may be made in conjunction with any sale of the Real Property.

Sals of the Property To the extent permitted by applicable law, Grantor hereby waives any and all rights ta have
the Property marshalled. In exercising its nghts and remedies, the Trustee or Lender shall be free ta sell all or any
part of the Property together ar separataly, in ane sale or by separate sales. Lender shall be entitled to bid at any
public sale on all or any: por_t:on of the Property.

Attornays’ Fees; Expenses. ! Lender institutes any suit or action to enforce any of the terms of this Deed of
Trust, Lender shall be, entltied to“recover such sum as the court may adjudge reasonable as attorneys’ fees at trial
and upon any appeal MWhether.or fot any court action is invalved, and to the extent not prohibited by law, all
reascnable expenses:Lender .ihcurs that in Lender's opinion are necessary at any time for the protection of its
interest or the enforcemant of its rights shall become a part of the Indebtedness payable on demand and shall bear
interest at the Note rate from the daje:of the expenditure until repaid. Expenses covered by this paragraph include,
without limitation, however: subject ta any.limits under applicable law, Lender's attorneys' fees and Lender's legal
expenses, whether or not:there: is & Iawsu:t, including attorneys' fees and expenses for bankruptcy proceedings
lincluding effarts to modify 6r-vacate’any automatic stay or injunctian), appeals, and any anticipated post-judgment
collection services, the cost of sgarching records, obtaining title reparts ({including foreclosure reports), surveyors’
reports, and appraisal fees, title insurance,-ahd: fees for the Trustee, to the extent permitted by applicable law,
Grantar also will pay any court casts, in‘addition to all ather sums provided by law.

Rights of Trustee. Trustee shall have-all of the fights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The to.llowing-;.provisions relating to the powers and obligations of Trustes
(pursuant to Lender's instructions) are part of this' Deed-of TFrust:

Powars of Trustee. In addition to all powers of Trustee arising as a matter of law, Trustee shall have the power to
take the following actions with respect to thé Property upon the written request of Lender and Grantor: (a) join in
preparing and filing a map or plat of the Real Property, including the dedication of streets or other rights to the
public; (b) join in granting any easemsent of creating any restriction on the Real Property; and (¢} join in any
subordination or other agreement affecting this. Deed of Trust ar the interest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be obllgated to notlfy any other patty of a pending sale under any other
trust deed or lien, or of any action or proceeding in wh_l_ch”_Gra_ntor Lender, or Trustee shall be a party, unless
required by applicable law, or uniess the action or proceeding is b'fought by Trustee.

Trustee. Trustee shall meet all qualifications requwed 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 notice and sale, and Lender shall have theright to foreclose by judicial foreclosure, in either case in
accordance with and to the full extent pravided by applicable law. .

Successor Trustee. Lender, at Lender's option, may from time to t|me appoint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed ahd acknowledged by Lender and recorded in the
office of the recorder of SKAGIT County, State of Washmgton The instrument shall contain, in addition to all
other matters required 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, anhd 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 tosall: the title,. .power, and duties canferred
upon the Trustee in 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 to applicable law, and except for notice required or allowed by-daw 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 in writing, and shali be effective when actually der_ered_ ‘when actually received by
telefacsimile (unless otherwise required by law), when deposited with a nationally récegnized ovérnight courier, or, if
mailed, when deposited in the United States mail, as first class, certified or registered mall postage. prepaid, directed to
the addresses shown near the beginning of this Deed of Trust. All copies of notices. of foreclosure from the holder of
any lien which has priority over this Deed of Trust shall be sent to Lender's address; as shown nedr the beginning 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 natice is to change the party's.address, For notice
purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address, =S bject to applicable law,
and except for notice required or aliowed by law ta 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. E

MISCELLANEQUS PROVISIONS. The following miscellanecus provisians are a part of this Deed of Trust

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entrre understanding and
agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of of amendment fo this
Deed of Trust shall be effective unless given in writing and signed by the party or parties soughr to be charged ar
bound by the alteration or amendment. oo :

Annual Reports. !f the Property is used for purposes other than Grantor's residence, Grantar shall furnlsh to :,'3

-3

Lender, upon request, a certified statement of net operating income received from the Propertv dunng Grant
previous fiscal year in such form and daetail as Lender shall require. "Net operating income” shall mean-ail .¢a
receipts from the Property less all cash expenditures 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 1o be"u
used to interpret or define the provisicns 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 intereet"or
estate in the Property at any time held by or for the benefit of Lender - in any capacrty, without the written consent
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: Qf=:-'Lé_nﬂér.
Governing-Law. This Deed of Trust will be governed by foderal law applicable to Lender and, to the extent not

. _-presmpted by federal law, the laws of the State of Washington without regard to its conflicts of law provizions.
" This Deed of Trust has been accepted by Lender in the State of Washington.

Chmce of Venue It there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of SKAGIT County. State of Washington.

No Walver by Lender Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver. is-givenin.writing and signed by Lender. No delay or omission on the part of Lender in exercising any right
shali 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: prejudlce or. constitute a walver of Lender's right otherwise to demand strict compliance with that
provision- of any. dther provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender ard Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations
as to any future transactians, Whenever the consent of Lender is required under this Deed of Trust, the granting
of such consent by Lerder’in: any instance shall not constitute continuing consent to subsequent instances where
such consent is: reqmred and'i in all cases such consent may be granted ¢r withheld in the secle discretion of Lender.

Savaerability. If & court o_f. compet_ent jurisdiction finds any provision of this Deed of Trust to be illegal. invalid, or
unenforceable as to any cirtumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other'circumstance. |f feasible, the offending provision shall be considered modified so
that it becomes legal,-valid and” Enforceable. ¥ the offending provision canmoi be so modified, it shall be
considered deleted fro_m ‘this” Dead __of_Trust 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
ather provision of this Deed of Trust.

Successors and Assigns. Subject to dny limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be hinding upan-@ng:inure to the benefit of the parties, their successors and assigns, |f
ownership of the Property betomes vested-in a persen other than Grantar, 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 Grantgf from the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of tha essence it the performance of this Deed of Trust.

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washmgton as to all Indgbtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the follewing meanings when used in this Deed of
Trust. Unless specifically stated to the contrary,;all referénces to dollar amounts shall mean amounts in lawful money
of the United States of America. Words and terms used in the singular shall include the plural, and the plural shall
include the singular, as the context may require.® Words and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Umfgrm Commercial Code:

Beneficiary. The word "Beneficiary” means B‘U“SINESS BANK .OF SKAGIT COUNTY, and its successors and
assigns.

Borrower, The word "Borrower" means GRANDY CREEK HOLDINGS LLC and includes all co-signers and
co-makers signing the Note and all their successors and asmgns k

Dead of Trust. The wards "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation ali assignment and security mterest pro\ns:ons relating to the Personal Property and
Rents. e

Default. The word "Default” means the Default set forth in this DeéE:l of"Trusf in the section titled "Default".

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

Grantor. The word "Grantor” means GRANDY CREEK HOLDINGS LLC

Guarantor. The word "Guarantoer”™ means any guarantor, surety, “Br. aﬂcommodatmn party of any or all of the
Indebtedness. B .

Guaranty, The word "Guaranty” means the guaranty from Guarantor tp _liénder, jﬁclfuding withaut limitation a
guaranty of all or part of the Note. Lo 3

Improvements. The word "Improvements” means all existing and future i'mp"rovemeh"‘ks buildings, structures,
mobile homes affixed on the Real Property, facilities, additions, rep[acements and other JLonstruction ¢n the Real
Property. S

Indabtedness. The word "Indebtedness” means all principal, interest, and othefi' é'mounts;-“cqlfﬂs and expenses
payable under the Note or Related Documents, together with all renewals of, extensions pf, modifications of,
consolidations of and substitutions for the Note or Related Documents and any amcunts expended or, advanced by
Lender to discharge Grantor's obligations or expenses incurred by Trustee or ‘Lender to- enforce Grantor's
obligations under this Deed of Trust, together with interest on such amounts as provided |n th|s _eed af Trust.

Landar. The word "Lender” means BUSINESS BANK OF SKAGIT COUNTY, its successors’ and asslgns

Note. The word "Note" means the promissory note dated November 15, 2005, in the onglnal prlnclpal
amount of $198,000.00 from Grantor to Lender, together with all renewals of, extensions of,’ madifications
of, refinancings of, consolidations of, and substitutions for the promissory note or agreement NOTICE TO
GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE. N ;

Parsonal Property. The words "Personal Property" mean all equipment, fixtures, and ather artlcles of perscmal
property now or hereafter owned by Grantor, and now or hersafter attached or affixed to the Fieal Propertv,'
together with all accessions, parts, and additions to, all replacements of, and all substitutions for, ‘any of ssuch =
property; and together with all issues and profits thereon and proceeds (inciuding without limitation®afk msurance‘"
proceeds and refunds of premiums) from any sale or other disposition of the Praperty.

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

Real Property. The words "Real Property” mean the real property, interests and rights, as further descrlbed in thls_
Deed of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements, I-par]_;_-"'
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and
all other instruments, agreements and documents, whether now or hereafter existing, executed in connection with
the Indebtedness; provided, that the environmental indemnity agreements are not "Related Documents™ and are
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" not secured by this Deed of Trust.

< Remts. The word "Rents” means all present and future rents, revenues, income, issues, royalties, profits, and
~bther benaﬂts derived from the Property.

Trystee. The word "Trustee” means FIRST AMERICAN TITLE COMPANY, whose mailing address is 1301 B
; HIVERSDIE DRIVE, MOUNT VERNON, WA 98273 and any substitute or successor trustees.

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS.

GRANTOR:~"

GWSTEE{ HOLDINGS, LLC
DAVID NEEDHAM, Member 6f GRANDY CREEK HOLDINGS, LLC

% W {\JU\M\D“————"'——_“

EBORAH NEEDHAM Mambar of’ GHANDY CREEK HOLDINGS, LLC

stareor_(AJQ] LL{ I’)CI:"__'
COUNTY OF ém ?Q+

On this I{J‘I”h day of MOVWM ZIQL bafore me, the undersigned
Notary Public, personally appeared DAVID NEEDHAM, Mamber and DEBORAH NEEDHAM, Mambear of GRANDY CREEK
HOLDINGS, LLC, and personally known to mg or prgved to me on the basis of satisfactory evidence to be members or
designated agents of the limited liability company that-éxecuted the Deed of Trust and acknowledged the Deed of Trust
to be the free and voluntary act and deed of the limited liability company, by authority of statute, its articles of
organization or its operating agreement, for the Jses and purposes therein mentioned, and on oath stated that they are
autharized to execute this Deed of Trust and in fact executed the Deed of Trust on behalf of the limited liability

company.
Residing at W Vwmo

Notary Public in and for the Stats of __ (A S : My commission axpires Jljﬁﬂ(‘b_

REQUEST FOR FULL RECONVEYANCE

To: . Trustee

The undersigned is the legal owner and holder of all indebtedness secured by this "'Deed of Trust. You are hereby
requested, upon payment of all sums owing to you, to reconvey without warranty, to the persons entitled thereto, the
right, title and interest now held by you under the Deed of Trust. oo

Date: 'B_aneficiar'y:
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