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Reference # (if apphcab!e} 1038461 -SM
Grantor{s}:
1.5 &K HOLDINGS LLC

Grantee(s)
1. Skagit State Bank
2. Chicago Title Company Trustee

Legal Description:
Lts 8-10, Blk 41, AMENDED PLAT OF BURLlNGTON

Assessor's Tax Parcel ID#: P106688

Additional on page
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THIS DEED OF TRUST is dated April 6, 2006 among S & K -HOLDINGS, LLC, 8 Washington
Limited Liability Company, whose address is 408-E FAIRHAVEN AVE, BURLINGTON, WA
98233 ("Grantor"); Skagit State Bank, whose r_na_a!lng address is Main Office, 301 E. Fairhaven
Ave, P O Box 285, Burlington, WA 98233 (reférfed to below sometimes as "Lender” and
sometimes as "Beneficiary”}; and Chicago Title Company whose mailing address is PO Box
638, Mount Vernon , WA 98273 (referred to below as, “Trustee )
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‘CONVEYANGE AND GRANT. For valuable consideration, Grantar conveys to Trustee in trust with power of sals, right
. of entry-and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to
‘the followitg destribed real property, together with all existing or subsequently erected or affixed buildings,
improvements and fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
{including stock iin:utilities with ditch or irrigation rights}; and all other rights, royalties, and profuts relating to the real
property, including without imitation all minerals, oil, gas, geathermal and similar matters, (the "Real Property™)

Iocated in SKAGIT County, State of Washington:

Lot 8, 9 And 10 Block 41, AMENDED PLAT OF BURLINGTON, according to the plat
thereuf recorded m Volume 3 of Plats, page 17, records of Skagit County Washlngton

Situated in Skaglt County Washington. Tt e

The Real Property or its ad‘dress is commonly known as 122 SPRUCE ST, BURLINGTON, WA
98233. The Real Propertv tax identification number is P106688.

CROSS- COLLATERALIZATIGN s addmon to the Note, this Deed of Trust secures all obligations, debts and liabilities,
plus interest thereon, of Grantor to'Lender, or any one or more of them, as well as all claims by Lender against Grantor
or any one or more of them,<whether. fow existing or hereafter arising, whather related aor unrelated to the purpose of
the Note, whether voluntary of otherwnse swhether due or not due, direct or indirect, determined or undetermined,
absolute or contingent, liquidated or unhqurdated wheather Grantor may be liable individually or jointly with others,
whether obligated as guarantof, surety, accommodation party or otherwise, and whether recovery upon such amounts
may be or hereafter may become harred by any statute of limitations, and whether the obligation ta repay such amounts
may be ar hereafter may become:otherwise unenforceable.

Grantor hereby assigns as security to kendef, all of Grantor's right, title, and interest in and ta all leases, Rents, and
profits of the Property. This assignment.is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intended to be specific,perfécted and choate upon the recording of this Deed of Trust. Lender grants to
Grantor a license to collect the Rents: and profits; Wwhich license may be revoked at Lender's option and shall be
automatically revoked upon acceleratron of all or. part of the Indebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSlGﬂMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS GIVEN TO 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. INCLUDING THE ASSIGNMENT OF.RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS ALSO GIVEN TO SECURE ANY AND ALL OF GRANTOR'S OBLIGATIONS UNDER THAT
CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN GRANTOR AND LENDER OF EVEN DATE HEREWITH. ANY
EVENT OF DEFAULT UNDER THE CONSTRUCTION ELOAN AGREEMENT, OR ANY GF THE RELATED DOCUMENTS
REFERRED TO THEREIN, SHALL ALSO BE AN EVENT:OF DEFAULT UNDER THIS DEED OF TRUST. THIS DEED OF
TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWJNG TERMS:

‘PAYMENT AND PERFORMANCE. Except as atherwuse provided in’ thLS Deed of Trust, Grantor shall pay ta Lender all
amounts secured by this Deed of Trust as they become due, and shall ‘gtrjetly and in a timely manner perform all of
Grantar's obligations under the Note, this Deed of Trust, and tha Relateﬁ Dc-cumen‘ts

POSSESSION AND MAINTENANCE OF THE PROPERTY, Grantor agrees that Grantor's possession and use of the
Property shall be governed by the following provisions:

Possession and Use, Until the occeurrence of an Event of Dafault Grantor mav (1) remain in possession and
control of the Property; (2) use, operate or manage the Praperty; and 131 collect the Rents from the Property
{this privilege is a license from Lender to Grantar automatically revoked upon defaultl. The following provisions
relate to the use of the Property or 1o other limitations on the Propeny The Reai Property is nat used principally
for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Property in tenantable condltlon and-: promptiy perform all repairs,
replacements, and maintenance necessary to preserve its valus. "o .

Compliance With Environmental Laws. Grantor represénts and warrants to Lender that (1) During the period of
Grantor's ownership of the Property, there has been no use, generation, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person.on, under, about or from the Property;

{2} Grantor has no knowledge of, or reason to believe that there has been except as prewously disclosed to and
acknowledged by Lender in writing, (a) any breach or violation of any Erw:ronmental faws, (bl any use,
generation, manufacture, storage, treatment, disposal, release or threatened refease”of dny Hazardous Substance
on, under, about or from the Property by any prior owners or occupants of the Property, or (ck-any actual or
threatened litigation or claims of any kind by any person relating to such matters; ahd {3} Except as previously
disclosed to and acknowledged by Lender in writing, {a} neither Grantor nor any-tenant,- contractqr agent or other
authorized user of the Property shall use, generate, manufacture, store, treat, dispgse-ot orirelesse any Hazardous
Substance on, under, about ar from the Property; and (b} any such activity shall be:conducted in compliance with
all applicable federal, state, and local laws, regulations and ordinances, including without limitation all
Environmental Laws. Grantor authorizes Lender and its agents ta enter upon the Property to’ ‘make such-
inspections and tests, at Grantor's expense, as Lender may deem appropriate to determing comphant:e of.the
Property with this section of the Deed of Trust. Any inspections or tests made by Lender shall'be for'Lender's
purposes only and shall not be construed to create any responsibility or liability on the part of Lender to' Grantar or
to any other person. The representations and warranties contained herein are based on Grantor'€ dus dmgence in
investigating the Property for Hazardous Substances. Grantor hereby (1) releases and waives any futdre.claifs
against lL.ender for indemnity or contribution in the event Grantar bacames liable for cleanup or Sther costs under,
any such laws; and {2} agrees to indemnify and hold harmless Lender against any and all claims, losses, habllltles,
damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer resultirig froma breach
of this section of the Deed of Trust or as a consequence of any use, generation, manufacture, storage; dlsposal
release or threatened release occurring prior to Granter's ownership or interast in the Property, whetheror not_..the
same was or should have been known to Grantor. The provisions of this section ot the Deed of Trust,: including.~
the obligation to indemnify, shall survive the payment of the Indebtedress and the satisfaction and reconveyance:
of the lien of this Deed of Trust and shall not be affected by Lender's acquisition of any interest in the Proper‘ty, :
whether by foreclosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any L
stripping of or waste on or to the Property or any portion of the Property. Without limiting the generality of the -
foregoing, Grantor will not remove, or grant to any other party the right to remave, any timber, minerals lincluding
oil and gas), coal, clay, scoria, soil, gravel or rock products without Lender's priar written consent,
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¢ Rémova! of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property )
¢ .~ without Lender’s prior written consent. As a condition to the removal of any improvements, Lender may require
i Granmf ib-make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
equalvatug’
LedAder's Right to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
‘reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
'1cd_mplr'ang'é with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirernents. Grantor shall promptly comply, and shall promptly cause
coFﬁpli-a'nce_.b&i gli:agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwise use-or dcc’upy the Property in any manner, with all laws, ardinances, and regulations, now or hereafter
in effect, ot all governmental authorities applicable to the use or oceupancy of the Property, including without
limitation: the Arericans With Disabilities Act. Grantor may contest in good faith any such law, erdinance, or
regulation and withhold compliance during any proceeding, including appropriate appeals, 8o long as Grantor has
notified Lender in wtiting, prior to daing so and so long as, in Lender's sole opinion, Lender's interests in the
Propenty are notjeopardized:. Lender may require Grantor to post adequate security or a surety bond, reasonably
satisfactory tolender, to protect Lender’s interest.

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

Construction Loan. #f spome.or all.of the proceeds of the loan creating the Indebtedness are to be used 1o construct
or complete construction of any Improvements on the Property, the Improvements shall be completed no later than
the maturity date of the Notg (or such earlier date as Lender may reasonably establish) and Grantor shall pay in full
all costs and expenses imcannection: with the work. Lender will disburse Joan proceeds under such terms and
conditions as Lender may:deem reasdnably, necessary to insure that the interest created by this Deed of Trust shall
have priority over all possible liens, inclading those.of material suppliers and workmen. Lender may require, among
other things, that disbursementrequests-be supported by receipted bills, expense affidavits, waivers of liens,
construction prograss regports, an__d-'éq_ch other documentation as Lender may reasonably request.

TAXES AND LIENS. The following p"'r_t_)_‘vi';ions__releifi“r'\g-:t_o the taxes and liens on the Property are part of this Deed of
Trust:

Payment. Grantor shall pay when d‘ue’”(ahd in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), finés and impositions levied against or on account of the Property, and shall
pay when due all claims for work done oy orsfor services rendered or material furnished to the Property. Grantor
shalli maintain the Property free of all fiems Raving prierity over or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and asséssmients not due and except as otherwise previded in this Deed of
Trust.

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long as Leri(_:l__er's interest in the Property is not jecpardized. If a lien arises or
is filed as a result of nonpayment, Grantor shailwithin fifteen (15) days after the lien arises or, if a lien is filed,
within fifteen (15} days after Grantor has notice of the filing; sacure the discharge of the Yien, or if requested by
Lender, deposit with Lender cash or a sufficient corporatgsuréty:hond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys’:fees, or other charges that could accrue as a
result of a foreclosure or sale under the fien. In any contést, Grantor shall defend itself and Lender and shal!
satisfy any adverse judgment before enforcement agairist'the Property. Grantor shall name Lender as an edditional
obligee under any surety bond furnished in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish tb"L'éndé‘r:&sa-tistad't_ory avidence of payment of the taxes
or assegsments 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. : Doe

Notice of Construction. Grantor shall notify Lender at least fifteen, (15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Property: if ahy mechanic's lien, materialmen’s lien, or
other lien could be asserted an account of the work, services, or materjals. Grantor: will upon request of Lender
furnish to Lender advance assurances satisfactory 1o Lender that Grantor can_ and will. pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuri‘ng‘f the Prope_r;:(v are a part of this Deed of
Trust. 5o E

Maintenance of Insurance. Grantor shali procure and maintain policies of firg insurance with standard extended
coverage endorsements on a fair value basis for the full insurable value covering all'fmpfovements on the Real
Praperty in an amaunt sutficiant 1o avoid application of any coinsurance clause, and.with a stgndard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such
coverage amounts as Lender may request with Trustee and Lender being named as:additicnal’insureds in such
liability insurance palicies. Additionally, Grantor shall maintain such other insurance, ntluding but hpt 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 issued by a company.or;companies
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender from tinte to time the
policies or certificates of insurance in form satisfactory to Lender, including stipulations ‘thiat coverages. will not be
cancelled or diminished without at least thirty {30} days prior written notice to Lender. Each insuranite policy also
shall include an endorsement providing that coverage in favor of Lender will not be impaired, in-dny-way by any act,
omission or default of Grantor or any other person. The Real Property is or will be located in anarea designated by
the Director of the Federal Emergency Management Agency as a special flood hazard area. Grantor agfees'to =
obtain and maintain Federal Flood Insurance, if avaitable, for the fuli unpaid principal balance of‘the loan dnd any-
prior liens on the property securing the loan, 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 tefm’ef the [ban

Application of Proceeds. Grantor shall promptly notity Lender of any loss or damage to the Property: Lender may
make praof of lass 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 preceeds of any insurance and apply :
the proceeds ta the reduction of the Indebtedness, payment of any lien affecting the Property, or the restwration’ &
and repair of the Property. f Lender elects to apply the proceeds to restoration and repair, Grantor shall repair pr.”
replace the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon P
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable cost of”
repair or restoration if Granter is not in default under this Deed of Trust. Any proceeds which have not been =
disbursed within 18Q days after their receipt and which Lender has not committed to the repair or restoration of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, then to pay accrued

T
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; '_:=i:nt'e_rfe‘st, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. |If Lender holds
i ;- any proceeds atter payment in full of the Indebtedness, such proceeds shail be paid without interest to Grantor as
_AGrantot’s:interests may appear.

Gramﬁr'siﬁeport on Inguranca. Upon request of Lender, however not more than once a year, Grantar shall furnish
;,to ‘Lender a report on each existing policy of insurance showing: (1) the name of the insurer; {2) the risks
P insured; {(3) the amount of the policy; (4) the property insured, the then current replacement value of such
“property, ang the manner of determining that value; and (B} the expiration date of the policy. Grantor shall, upon
redquest-of Lender, ‘have an independent appraiser satisfactory to Lender determine the cash value replacement cost
of: the Property

LENDER'S EXFENDITURES It any action or proceeding is commenced that would materially affect Lender's interest in
the Property-or if Grantof- falls to comply with any provision of this Deed of Trust or any Related Documents, including
but not limited'to Grantor's failure to discharge or pay when due any amounts Grantar is required to discharge or pay
under this Deed of Trust or anv Related Documents, Lender on Grantor's behalf may (but shall not be obligated to} take
any action that Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, sacurity
interests, encumbrances‘__an_cl other claims, at any time levied or placed an the Property and paying all costs for insuring,
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 date of repayment by
Grantor. All such expenses ‘Wwill bigcoine 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 appor’(loned among and be payable with any installment
payments to become due dufingeither~ 41} the term of any applicable insurance policy; or (2) the remaining term of
the Note; ar (C] be treated a8 a.balloon gayment which will be due and payable at the Note's maturity. The Deed of
Trust also will secure payrment of thése amounts. Such right shalt be in addition to all other rights and remedies to
which Lender may be entitled upon Default,

WARRANTY: DEFENSE OF TITLE The foilowmg provisions relating to ownership of the Praperty are a part of this Deed
of Trust:

Title. Grantor warrants that:‘ '-(a)'Gr_a-ntqr'holds good and marketable title of record to the Property in fee simple,
free and clear of all liens and encurﬁbra’nces other than those set forth in the Real Property dascription ot in any
title insurance policy, title report; or: final title «apinien issued in faver of, and aceepted by, Lender in connection
with this Deed of Trust, and (b} Grantor has the iun right, power, and authority to execute and deliver this Deed of
Trust to Lender.

Defense of Title. Subject to the exceptlon tr\ the paragraph abave, Grantor warrants and wilt forever defend the
title to the Property against the lawful ¢claims_bf all pgrsons, In the event any action or proceeding is commenced
that questions Grantar'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
participate in the proceeding and to be represented in the proceeding by counsel of Lender's own choice, and
Grantor will deliver, or cause to be delivered; ta Lender such instruments as Lender may reguest from time to time
to permit such participation. .

Compliance With Laws. Grantor warrants that the Property and-Grantot's use of the Property complies with all
existing apphcable laws, ordinances, and regulations of governmentai authorities.

Survival of Representations and Warranties. All representatlons, warranties, and agreements made by Grantor in
this Deed of Trust shall survive the execution and delivefy of this Gesd of Trust, shall be contmulng in nature, and
shall remain in full force and effect until such time as Grantor s Indebtedness shall ba peid in full.

CONDEMNATION. The following provisions relating to condemnatlon proceedmgs are a part of this Deed of Trust:

Proceedings. i any proceeding in condemnation is filed, Grantor’ shan promptly notity Lender in writing, and
Grantor shall promptly take such steps as may be necessary-fo defend the-action and obtain the award. Grantor
may be the nominal party in such proceeding, but Lender shall be entitled to. partrr:lpate in the proceeding and to be
represented in the proceeding by counsel of its own choice alf at Grantor's gxpense, and Grantor will deliver or
cause to be delivered to Lender such instruments and documentatlon as may be requested by Lender from time to
time to permit such participation.

Application of Nat Proceseds. If all or any part of the Property is condemned by ermnent domain proceedings or by
any proceeding or purchase in lieu of condemnation, Lender may at its election require that all or any portion of the
net proceeds of tha award be applied to the Indebtedness or the repair or restorationiof the Property. The net
praceeds of the award shall mean the award after payment of all reesonable costs, expenses and attorneys' fees
incurred by Trustee or Lender in connection with the condemnation. :

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHOHITIES ’}'he followmg provisions relating
to governmentat taxes, fees and charges are a part of this Deed of Trust:

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

Taxes. The following shall constitute taxes to which this sectian applies: (1} a specific: tax upon thls type of
Deed of Trust or upon all or any part of the Indebtedness secured by this Deed of Trust;. {2)."a, spemflc tax on
Grantor which Grantar is authorized or required to deduct from payments on the Indebtednegss gecured by this type
of Deed of Trust; (3} a tax an this type of Deed of Trust chargeable against the Lendear or the haldar af the- Note;
and {4) a specific tax on all or any portion of the Indebtedness or on payments of principal and interest made by
Grantor. : ;

Subsaquent Taxes. |f any tax to which this section applies is enacted subsequent to the date 0f this D_eed:___of o
Trust, this event shall have the same effect as an Event of Default, and Lender may exercise any or all ofjts.
available remedies for an Event of Default as provided below unless Grantor either (1) pays the tax before it:
becomes delinguent, or {2} contests the tax as provided above in the Taxes and Liens section and deposrcs W|th
Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust ay’ a
security agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agresmant 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 fram time to time. :

Security Interest. Upon request by Lender, Grantor shall take whatever actlon is requested by Lender 1o per’rect

.
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| N _and continue Lender's security interest in the Rents and Personal Property. In addition to recording this Deed of

¢ . Trdst in the real property recerds, Lender may, at any time and without further authorization from Grantor, file

_exesuted counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall

| % .+ reimburse Lender for all expenses incurred in perfecting or continuing this security interest, Upon default, Grantor
i shell not remove, sever or detach the Personal Property from the Property. Upan default, Grantor shall assemble
}'eny Personal Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor and
‘Lander and miake it available to Lender within three {31 days after receipt of written demand from Lender to the
'extent permmed by applicable law,
Addrasses The. malhng addresses of Grantor (debtor) and Lender (secured party} from which infarmation

concerning-the-security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
' Commercial -Code) are' as stated on the first page of this Deed of Trust.

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

Further Assurances. At am.r time, and from time to time, upen request of Lender, Grantor will make, execute and
deliver, or will cause 19 be" mede executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, causé.tohe frled recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and places as Lender may deém-.appropriate, any and all such mortgages, deeds of trust, security deeds, security
agresments, financing statements, continuation statements, instruments of further assurance, certificates, and
cther documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or greserve- {1 Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and (2} the liens-arid- secumy interests created by this Deed of Trust as first and prior liens on the
Property, whether now ovingd ar heredfter 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 connection with the
matters referred to in this paragraph:. #

Attorney-in-Fact. If Grantor faits: ta do; any of the things referred 1o in the preceding paragraph, Lender may do so
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 fof the purpose of making, executing, delivering, filing, recording, and doing all
other things as may be necessaty or desnrable, in, Lender s sole opinion, to accomplish the matters referred to in
the preceding paragraph. o ge

FULL PERFORMANCE. If Grantor pays eII the Indebtedness when due, and otherwise performs all the abligations
imposed upon Grantor under this Deed of Trast: Lender shall execute and deliver to Trustee a request for full
reconveyance and shall execute and deliver to:Grantor suitable statements of termination of any financing statement on
file evidencing Lender's security interest in th_e 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 persons
tegally entitled thereto”, and the recitals in the’ recan\reyance of any matters or facts shall be conclusive proof of the
truthfutness of any such matters or 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 falls to make any pevrnent when. due under the Indebtedness.

Other Defaults. Grantor fails to comply with or to perform arly other term, obligation, covenant or condition
contained in this Deed of Trust or in any of the Related Deuments or to comply with or to perform any term,
obligation, covenant or condition centained in any other agreement between L.ender and Grantor.

Compliance Default. Failure o comply with any other terrn, obhgatlon covenant or candition contained in this
Deed of Trust, the Note or in any of the Related Documents. :

Default on Qther Payments. Failure of Grantor within the time requrred by thrs Deed of Trust to make any payment
for taxes or insurance, or any other payment necessary to preveny filing of or 1o effect discharge of any lien.

Environmental Default. Failure of any party to comply with or péerform whendue any term, abligation, covenant ar
condition contained in any environmental agreement executed in‘connection: with the Property.

False Statements, Any warranty, representation or statement madesorfurn hed 1o kender by Granter or on
Grantor's behalf under this Deed of Trust or the Related Documents is false of 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 Documents coasés to be in full force and
affect (including failure of any collateral document 10 create a valid and perfected securrt:y mterest or lien) at any
time and for any reasaon. . : R

Death or Insolvency. The dissolution of Grantor's {regardiess of whether electlon to contrnue is made}, any
member withdraws from the [imited liabifity company, or any other termination of Grantor's exrsrence as a going
business or the death of any member, the insolvency of Grantor, the appointment of a recewer for any part of
Grantor's property, any assignment for the benefit of creditors, any type of credrtor workout; or thie
commencement of any proceeding under any bankruptcy or insolvency laws by or egalnst Grantor

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession ar any other method, by any creditor of Grantor or by any . governmental agency
against any property securing the Indebtedness. This ingludes a garnishment of any of Grantor's. accounts,
including deposit accounts, with Lender. However, this Event of Default shall not apply if theré ig a'good faith
dispute by Grantor as to the validity or reasonableness of the claim which is the basis of the créditor of forteiture
proceeding and if Grantor gives Lender written notice of the creditor or forfeiture proceeding and deposits with
Lender monigs or a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender iR its
sole discretion, as being an adequate reserve or bond for the dispute. . B

Breach of Other Agresment. 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 agreer'nent ¥
concerning any indebtedness or other obligation of Granter to Lender, whether existing now or later’: e

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the'“
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or habﬂlt :
under, any Guaranty of the Indebtedness. .

Adverse Change. A material adverse change occurs in Grantor's financia) condition, or Lender balieves the
prospect of payment or performance of the Indebtedness is impaired.

Insecurity. Lender in good faith believes itself ingecure.
RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default cccurs under this Deed of Trust, at any time thereafter,

W
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Tmstee or “Lender may exercise any ohe ar more of the following rights and remedies;

KEIectron of Remadies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and
-“an:glection-to make expenditures or to take action to perfarm an obligation of Grantor under this Deed of Trust,
after Grantor g failure to perform, shall not affect Lender's right to declare a default and exercise its remedies.

{A_ccelerate .}ndebtednass. Lender shall have the right at its option to declare the entire Indebtedness immediately
-:-:dge and g_s'yeble. including any prepayment penalty which Grantar would be required to pay,

Fo'i'eclosdre' With respect to all or any part of the Real Property, the Trustee shall have the right 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 géither:case in accardance with and to the full extent provided by applicable law.

uce Rerne_dles.= Wnthﬂ_r-eSpect to all or any part of the' Personal Property, Lender shall have all the rights and
remedies of a secured party under the Uniform Commercial €ode.

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the
Property and collect the Rents, including amounts past due and unpaid, and apply the nat proceeds, over and
above Lender's-costs, ‘against the Indebtedness. In furtherance of this right, Lender may require any tenant or
other user of the Property to'make payments of rent or use fees directly to Lender. If the Rents are coflected by
Lender, then Gfantor wrevocab'.y designates Lender as Grantor's attorney-in-fact to endorse instruments received in
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants
or other users to Lender.in re'isponse 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 under this
subparagraph either in person by’ agent or through a receiver.

Appoaint Receiver. Lender’ shall have the right to have a receiver appointed to take possession of all or any part of
the Praperty, with the pawer to protect and preserve the Property, to operate the Property preceding or pending
foraclosure 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 parmitted by law. Lender's
right to the appeointment of a recelver shall exist whether or nat the apparent value aof the Property exceeds the
indebtedness by a substantial amaunt Employment by Lender shail not disqualify a person from serving as a
receiver. : e

Tenancy at Sufferance. If Grantor remams in possesston of the Praperty after the Property is sold as provided
above or Lender otherwise becomés entitled.to. possession of the Property upon detfault of Grantor, Grantor shall
become a tanant at sufferance of Lender-ar the’ purchaser of the Proparty and shall, at Lender's option, sither (1}
pay a reasonable rental for the use of the Property, or [2) vacate the Property immediately upon the demand of
Lender.

Other Remedies. Trustee or Lender shall have any other right or remedy providad in this Deed of Trust or the Note
or by law.

Motice of Sale. Lender shall give Grantor reasohable notice of the time and place of any public sale of the Personal
Praperty or of the time after which any private‘'sale or other intended disposition of the Personal Property 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 con;unctlcm with, any sale of the Real Praperty.

Szale of the Property. To the extent permitted by apphcab[e law Grantor hereby waives any and all rights to have
the Property marshalled. In exercising its nghts and remedxes the Trustee or Lender shall be free to sell all or any
part of the Property together or separately, in one sale’ or bv separate sales. Lender shall be entitled to bid at any
public sale on all or any portion of the Property. Ll .

Attorneys' Feas; Expenses. If Lender institutes any sunt of action te enforce any of the terms of this Deed of
Trust, Lender shall be entitled to recover such sum as the court may-adjudge’reasonable as attorneys’ fees at trial
and upon any appeal. Whether or not any court action is involved,;and to the‘extent not prohibited by law, all
reasonable expenses Lender incurs that in Lender's opinion ate hecessary at ahy time for the protection of its
interest or the enforcement of itg rights shall bacome a part of the:Indebtedness payable on demand and shall bear
interest at the Note rate from the date of the expenditure until repaid. . Expenses covarad by this paragraph include,
without limitation, however subject to any limits under applicable law, Lender 8 attornevs fees and Lender's legal
expenses, whether or not there is a lawsuit, including attornays’ fees and BXPEnses foér bankruptcy proceedings
{including eftorts to modify or vacate any automatic stay or injunction), appeals, and.any anticipated post-Judgment
collection services, the cost of searching records, obtaining titte reports (ingluding foreclosure reports}, surveyors'
reports, and appraisal fees, title insurance, and fees for the Trustee, to the extent permltted by applicable law.
Grantor aiso will pay any court costs, in addition to all other sums prowded by.law.

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as-set forth m thas section,

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powars and obhgat'.ons of Trustee
(pursuant to Lender's instructions) are part of this Deed of Trust:

Powers of Trustee. In addition to all powers of Trustee arising as a matter of Iaw. Trustee shali have the power to
take the following actions with respect to the Property upon the written request of ‘Lender'and.Grantor: {a) join in
preparing and filing a map ot plat of the Real Praperty, including the dedication of stredts or othar tights to the
public; (b) join in granting any easemant or creating any restriction on the Real Proparty;. and (c) join in any
subordination or ather agreemaent affecting this Deed of Trust or the interest of Lender under thts Deed Gf Trust.

Obligations to Notify. Trustee shall not be obligated to notify any other party of a pending sale under any ‘other
trust deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall'be & pmty, unless
required by applicable law, or unless the action or proceedmg is brought by Trustes. S .

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law. In add'itidn toe the_-"rights*;:'
and remedies set forth above, with respect to all or any part of the Property, the Trustee shall have‘the-right to. ™
foraclose by notice and sale, and Lender shall have the right to forecloss by judicial foreclosure, in. euher €ase iri-
accordance with and to the fuil extent provided by applicable law. : ;

Successor Trustee. Lender, at Lender's option, may from time to tirme appoint a successor Trustee to é‘nv Tru_st‘e
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the
affice of the recorder of SKAGIT County, Siate of Washingion. The instrument shali contain, in addmon toai’ ;¢
other matters required by state law, the names of the original Lender, Trustee, and Grantor, the book and page ori
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 7 7
suGCessor trustee, without conveyance of the Property, shall succeed to all the title, power, and dutias conferred.”
upon the Trustee in this Deed of Trust and by applicable law. This procedura for substitution of Trustee shall ~
govern to the exclusion of all ather provisions for substitution.
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N'OT_I.CE:'SJ"Subiect to applicable (aw, and except for natice required or allowad by law to be .given in another manner,
ANy notice required to be given under this Deed of Trust, including without limitation any netice of defaulf and any
: maticé of sdie shall be given in writing, and shall be effective when actually delivered, when actually recelveq by
i “telefacs imife{uniess atherwise required by law!, when deposited with a nationally recognized overnight courier, or, it
: mailed, swhen depasited in the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addresses shown near the beginning of this Deed ot Trust. Al 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 near the baginnjng 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
purposé’é‘; Grantot agiees to keep Lender informed at all times of Grantor's current address. Subject to applicable law,
and except for'notice reguired or allowed by law to be given in another manner, if there is mare than one Grantor, any
notice giveryby Lender to:any Grantor is deemed to be notice given to all Grantors.

MlSCELLANEDUS PBQ’V}_S_IO‘:N_S, 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"parti._es as to the matters set forth in this Deed of Trust, No alteration of or amendment to this
Deed of Trust'shall be effective unless given in writing and signed by the party or parties sought to be charged or
bound by the alteration ar amengment.

Annual Reports. [f the Prgrie_rw is used for purposes other than Grantor's residence, Grantor shall furnish ta
Lender, upon request, a-Certified statement of net operating ingome raceived 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 Prbpei"ty__l‘éss all cash expenditures made in connection with the operation of the Property.

Caption Headings. Caption .h.eadihgsfiin this Deed of Trust are for convenience purposas onfy and are not to be
used to interpret or define the provisiops of this Deed of Trust.

Merger. There shall be no. merger of th i'ri:'_terest or estate created by this Deed of Trust with any other interest or
estate in the Property at any.time:held'by-ar for the benefit of Lender in any capacity, without the written censent
of Lender, )

Governing Law. This Deed of T{ﬂs_f"'\»\}ill be govérned by federal Jaw applicable to Lender and. to the extent not
preempted by fedaral law, the laws of thé State of Washington without regard to its conflicts of law provisions.
This Deed of Trust has been accepted by Lender in-}he State of Washington.

No Waiver by Lender. Lender shall naot be ‘deefmed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lendér. No-délay or omission on the part of Lender in exercising any right
shall operate as a waiver of such right or"any other right. A waiver by Lender of a provision of this Deed of Trust
shall not grejudice ar canstitute a waiver-of Lender's right otherwise to demand strict compliance with that
provision or any other provigicn of this Deed-f Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute d 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 reguired under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute continuing consent to subsequent instances where
such consent is required and in all casas such censent may be Qranted or withheld in the sole discretion of Lender.

Saeverability. !f a court of competent jurisdiction finds any,provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any cirgumstance, that finding shall.noy-inake:the oftending provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the offending provision shall be considered modified so
that it becomes legal, valid and enforceable. If the offending provision cannot be so modified, it shall be
considered deleted from this Deed of Trust. Unless othervwise. réquired by law, the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affect’thélggality, validity or enforceability of any
other provision of this Deed of Trust. TS e

Successors and Assigns. Subject to any limitations stated in this Peed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure to the benefii of the parties, their successors and assigns. |If
ownership of the Property becomes vested in a person other than:Grantop: Lénder, withaut notice to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust-and’the Indebtedness by way of forbearance or
extension without releasing Grantor frem the obligations of this Deed of Trust ot lighility under the Indebtedness.

Time is of the Essence. Time is of the @ssence in the performange of this' Deéd of Trust.

Waiver of Homestead Exemption. Grantar hereby releases and waives all erhts and b‘énefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the following ‘iheanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shéll mgan-amounts in lawful meney
of the United States of America. Words and terms used,in the singular shall include thie phiral, and.the plural shall
include the singular, as the context may require. Words and terms not otherwise defined in this Beed of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code: Lo

Beneficiary. The word "Beneficiary” means Skagit State Bank, and its successoré___é"nd"‘as_Si'éns_,---

Borrower. The word "Borrower" means S & K HOLDINGS, LLC and includes all co-signers and ¢o-makers signing
the Note and all their successors and assigns. ST

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and. Fristee, and
includes without limitation all assignment and security interest provisions relating to the Persofal Property and
Rents. AT

Default. The word "Detault” means the Default set forth in this Deed of Trust in the section titied '“'be_fah!;'{.

Environmental Laws. The words "Environmental Laws” mean any and all state, federal and local statutes;

regulations and ordinances relating to the protection of human health or the environment, ingluding without,
timitation the Comprehensive Environmental 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 1986, Pub. L.~

No. 99-499 {"SARA"), the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq.; the Resolrge
Conservation and Recovery Act, 42 U.S.C. Section 6801, ot seq., or other applicable state or federal laws, riles)’ ©
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 Trustin-"
the events of default section of this Deed of Trust. LA T

Grantor. The word "Grantor’ means S & K HCLDINGS, LLC. -
Guarantor, The word "Guarantor" means any guarantor, surety, or accommodation party of any or all of the

AT
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_:Gﬁarﬁhty The word "Guaranty" means the guaranty from Guarantor to Lender, including without limitation a
guaranty of all or part of the Nate,

- Hazardous Substances. The wards "Hazardous Substances” mean materiais that, because of their quantity,
congantration or physical, chemical or infectious characteristics, may cause or posa a present or potential hazard
stohuman health ot the environment when improperly used, treated, stored, disposed of, generated, manufactured,
:;transported of otherwise handied. The words "Hazardous Substances” are used in their very broadest sense and

intlude without iimitation any and alt hazardous or toxic substances, materials or waste as defined by or listed
under, the Environmental Laws. The term "Hazardous Substances" also includes, without limitation, petroleumn and
petroleum by pmducts or any fraction thereof and asbestos.

Improvements Tha word "Improvements" means all existing and future improvements, buildings, structures,
mabile homes; affrxed on the Real Property, facilities, additions, replacemants and other construction on the Real
Property: &

Indebtedness. The word "Indebtedness" means all principal, interest, and other amounts, costs and expenses
payable under the'Note ot. F[elated Documents, together with all renewals of, extensions of, modifications of,
consolidations,of ang substitutions for the Note or Related Documents and any amounts expanded or advanced by
Lender to dlscharge 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 in this Deed of Trust.
Specifically, without limitation, Indebtedness includes all amounts that may be indirectly secured by the

Cross- Collaterahzatlon prowsion of. th:s Deed of Trust.

Lender. The word ' Lender" means Skaglt State Bank, its successors and assigns.

Note. The word “Note" means the promissory note dated April 6, 2006, in the original principal amount of
$150,000.00 from Granior to Lerider, together with all renewals of, extensions of, modifications of,
refinancings of, consolldat_}ons of, and subsntutaons for the promissory note or agreement.

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal
property now or hereafter owived by Grantor, and now or hereafter attached or affixed to the Real Property;
together with all accessions, parts; and additions to, all replacements of, and all substitutions for, any of such
property; and together with all issus$ and profits-thereon and proceeds (including without limitation all insurance
proceeds and refunds of premiumis) from any.sele or other disposition of the Property.

Property. The word "Property” me'éns-cd:llect“iveiy the Real Property and the Parsonal Praperty.

Real Property. The words "Real Property mean the real property, interests and rights, as further described in this
Deed of Trust. R

Related Documents. The words "Helated- Dbcurhe_ms" mean all promissory notes, credit agreemants, loan
agresments, environmental agreements, guaranties, security agreements, mortgages, deeds of trust, security
deeds, collateral mortgages, and all other instruments, agreements and documents, whether now ot hereafter
existing, executed In connection with the Indebtédness.

Rents. The word "Rents” means all present and, future rents, revenues, income, issues, royalties, profits, and
other benefits derived from the Property. : g

Trustes. The word "Trustee” means Chicago Title Company, whose mailing address is PO Box 638, Mount
Vernon , WA 98273 and any substitute or sutcessor trustees ;
GRANTOR ACKNOWLEDGES HAVING READ ALL THE PFIOVISIONS OF THIS DEED OF TRUST. AND GRANTOR
AGREES TO ITS TERMS.

GRANTOR:

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF MM )

COUNTY OF &4’24@ )
On this ; i day of _( zé(Z_A_ A é ,20 (o betore me, the undersighed
Notary Public, personally appeared STEVEN A STAFFORD, Manager; KIM L STAFFORD Managef of 8 & K-HOLDINGS,

LLC. and personally known to me or proved to me on the basis of satisfactory evidence to be members. or demgnated

agents 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 liability company, by autherity of statute, its artictes of orgamzatlan ‘or |ts

aperating agreement, for the uses and purposes d, and on oath stated that they are authorized to -
n behalf of the limited liability company- :

/mkgmg/u mmmm
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Tor

REQUEST FOR FULL RECONVEYANCE

. Trustee

The sindersigned is the legat 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.intérest now held by you under the Deed of Trust.

Date: - .

Beneficiary:

By:
Its:

LASER PAC.Lending, Wer. 5.26.00.004 Copr. Heriand Fipancish Solutions, Inc. 1987, 2006. Al Righta Resorved. - WA MOCFRLPLIGOY FC TR-12316 PR-2

wm
Skagit County Auditor

4/10/2008 Page 9 of 9 3:10PM




