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CBNSTRUCTION DEED OF TRUST
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DATE: June 9, 2006 ¢ ~
Referance # (if apphcable) 88363 Additional on page
Grantor(s}:

1. STILES PROPERTIES LLC

Grantesa(s)
1. BUSINESS BANK OF SI(AGIT COUNTY
2. FIRST AMERICAN TITLE COIVIPANY Trustee

Legal Descripticn: MULTI-FAMILY SUB LOTS 11 AND 12,
INCLUSIVE, "CASCADE PALMS :
BINDING SITE PLAN NO. 02-973"

Additional on page 2

Assessor's Tax Parcel ID# 8042-000-011:0000; 8042 000-012-0000
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THIS DEED OF TRUST is dated June 9, 2006, among STILES PROPERTIES, LLC; A Washington
Limited Liability Company ("Grantor”); BUSINESS BANK OF SKAGIT COUNTY, whose mailing
address is MORTGAGE GROUP, 1854 S BURLINGTQN_BLVD - BURLINGTON, WA 98233
(referred to below sometimes as "lLender” and sometimes ‘as "Beneficiary™); and FIRST
AMERICAN TITLE COMPANY, whose mailing address |s PO BOX 1667 MOUNT VERNON, WA
98273 (referred to helow as "Trustee”). .
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sala, right
of entrv and possession and for the benefit of Lender as Beneficiary, all of Grantar's right, title, and interest in and to
the following described real property, fogether with all existing or subsequently erected or affixed buildings,
improvements -and, flxturas, all easements, rights of way, and appurtenances; all water, water rights and ditch rights
(including: stock.in utilities with ditch or irrigation rights); and all other rights, royalties, and proﬁts relating to the real
property, including” without limitation all minerals, oil, gas, geothermal and similar matters, (the "Real Property”)

located in SKAGIT County, State of Washington:

MULTI-FAMILY .SUB-LOTS 11 AND 12, INCLUSIVE, "CASCADE PALMS BINDING SITE
PLAN NO. 02:973"; APPROVED NOVEMBER 6, 2002 AND RECORDED NOVEMBER 12,

2002, AS: AUDITORS FILE NOC. 200211120149, RECORDS OF SKAGIT COUNTY,
WASHINGTON.

The Real Property or :ts address is commonly known as 710, 712, 714 & 716 CASCADE
PALMS COURT, SEDRO WOOLLEY WA 98284, The Real Property tax identification number is
8042-000-011-0000; 8042-000 012-0000.

Grantor hereby assigns as security to Lender, all of Grantor's right, title, and interest in and to 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 specrflc. perfected and choate upon the recording of this Deed of Trust. Lender grants to
Grantor a license to collect the-Rants a_nd_proflts which license may be revoked at Lender's option and shall be
automatically revoked upon acceleration:of all or part of the indebtedness.

THIS DEED OF TRUST, INCLUDING THE/ASSIGNMENT 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 AlLL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST, INCLUDING THE AS$IGNMENT :OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSCNAL 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: LOAN AGREEMENT, OR ANY OF THE RELATED DOCUMENTS
REFERRED TO THEREIN, SHALL ALSO BE AN‘EVENT OF DEFAULT UNDER THIS DEED OF TRUST. TH!S DEED OF
TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as othérw;isa provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shall strictly and in a timely manner perform all of
Grantor's obligations under the Note, this Deed of Trust, and the Rslated Documents.

CONSTRUCTION MORTGAGE. This Deed of Trust is a "construction mortgage" for tha purposes of Sections 9-334
and 2A-309 of the Unitorm Commercial Code, as those sectmns Have been adapted by the State of Washington.

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

Possession and Use, Until the occurrence of an Event of Default Grafitor may {1} remain in possession and
control of the Property; {2} use, operate or manage the Property,_and {3} collect the Rents from the Property
{this privilege is a license from Lender to Grantor automatically revaked upon default). The following provisions
relate to the use of the Property or to other limitations on the Propertv The Real Property is not used principally
for agricultural purposes. : :

Duty to Maintain. Grantor shall maintain the Property in tenantable condmon and promptly perform zll repairs,
replacements, and maintenance necessary to preserve its value. : .

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisande nor“r_;:dmmit, permit, or suffer any
stripping of or waste on or to the Preperty 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 toiremove, any timber, minerals {including
oil and gas}, coal, clay, scoria, soil, gravel or rock products without Lendear's. prior written‘ consent.

Removal of Improvements. Grantor shail not demolish or remove any "imp,rdveméhps"ufrom the Real Property
without Lender's prior written consent. As a condition to the remaoval of any lmpfovements, Lender may require
Grantor to make arrangements satisfactory to Lender to replace such Improvements “with Impmvements of at least
equal value. : :

Lender's Right to Enter. Lender and Lender's agents and representatives may e'ntér upbn tF\e Real Property at all
reasonable times to attend to Lender's interests and to inspect the Real Proparty for purposes of Granter's
compliance with the terms and conditions of this Deed of Trust. N

Compiiance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsoeyer who rent; lease qr
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations,. ricw ot ‘hereafter
in effect, of all governmental authorities applicable to the use or occupancy of the Praperty, including.without
limitation, the Americans With Disabilities Act. Grantor may contest in good faith any such-law, ordinance, or
requlation and withhold compliance during any proceeding, including appropriate appeals, so-long as'Grantor-has
notified Lendser in writing prior to doing so and so long as, in Lender's sole opinion, Lender's, rnterests in the
Property are not jecpardized. Lender may require Grantor to post adequate security or a surety: bond reasonably
satisfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantor agrees neither to abanden or leave unattended the Property. Grantor shall do all othar _-:':
acts, in addition to those acts set forth above in this section, which from the character and use of the Propertyka e
reasonably necessary 10 protect and preserve the Property. g

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, (A) declare immediately dus and pa:yable“all A
sums secured by this Deed of Trust or (B} increase the interest rate provided for in the Note or other document
evidencing the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,.
without Lender's prior 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 Praperty; whether
legal, beneficial or equitable; whether voluntary or involuntary; whether by outrlght sale, deed, mstaflment sale contract,
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land caritract, contract for deed, leasshold interest with a term greater than three (3) years, lease-option contract, or by
sale, assighment, or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by any
other method of conveyance of an interest in the Real Property. If any Grantor is a corporation, partnership or limited
liability company. trapsfer also includes any change in ownership of more than twenty-five percent (25%) of the voting
stock, partnershlp interests or limited liability campany interests, as the case may be, of such Grantor. However, this
option shall® not be exermsed by Lender if such exercise is prohibited by federal law or by Washingtan law.

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

Payment. Grantor shail_pay when due {and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including-watér-and sewer}, fines and impositions levied against or on account of the Property, and shall
pay when due a¥ claims far work done on or for services rendered or material furnished to the Property. Grantor
shall maintain:the- Prbpérty frée of all liens having priority over or equal to the interest of Lender under this Deed of
Trust, except for the lign of taxes and assessments not due and except as otherwise provided in this Deed of
Trust. d

Right to Contest. Grantor mav wsthhold payment of any tax, assessment, or claim in connection with a good faith
dlspute over the obligation to- pay, so long as Lender's interest in the Property is not jeopardized. |f a lien arises or
is filed as a result of-nonpayment, "Grantor shall within fifteen (18] days after the lien arises or, if a fien is filed,
within fifteen (15} days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to drscharge the liern plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclosure or sale-under the hen In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
cbligee under any surety bond furnlshed in the contest proceedings.

Evidence of Payment. Grantor shall upon__demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authaorize me-'app[ogria_te governmental official to deliver to Lender at any time a written
statement of the taxes and asssssments a'gainst ‘the Property.

Notice of Construction. Grantor shall no‘«tn‘y Lehder at.least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are supplled to:the Property, if any mechanic's lien, materialmen's lien, or
other lien could be asserted on account of the work, services, or materials, Grantor will upon request of Lender
furnish to Lender advance assurances satlsfactotv to Lender that Grantor can and will pay the cost of such
improvements.

PRGPERTY DAMAGE INSURANCE. The fo”cw.-ng prewsaons relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure’ and maintair'\ m_:licies of fire insurance with standard extended
coverage endarsements on a replacemant basis for the full-insurable value covering all iImprovements on the Real
Property in an amount sufficient to avoid application of.any-eoinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and méintaln comprehensive general liability insurance in such
coverage amounts as Lender may reguest with Trustee'and Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain.such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policies shall be written in
form, amounts, coverages and basis reasonably acceptable-to Lénder and issued by a company aor companies
reasonably acceptable ta Lender. Grantor, upon request of Lender, will deliver to Lender from time to time the
policies or certificates of insurance in form satisfactory to Lender,; including: stipulations that coverages will not be
cancelled or diminished without at least thirty {30} days prior written natice to Lender. Each insurance policy also
shall include an endorsement providing that coverage in favor of’ Lender wm Aot be impaired in any way by any act,
amission or default of Grantor or any other person. Should the Real Property be-located in an area designated by
the Director of the Federal Emergency Management Agency as a-spetial-flond hazard area, Grantor agrees to
obtain and maintain Federal Flood Insurance, it available, within 45 days/aftér notice is given by Lender that the
Property is located in a special flood hazard area, for the full unpaid principal ‘balance 01‘ the loan and any prior liens
on the property securing the loan, up to the maximum palicy limits set under the Nat|ona| Flood Insurance Program,
or as otherwise required by Lender, and to maintain such insurance far the term of the Iuan

Application of Proceeds. Grantor shall promptly notify Lender of any loss or dar_n_age_kto he Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the Gasualty,” Whether or not Lender's
security is impaired, Lender may, at Lender's election, receive and retain the progeeds of any.insurance and apply
the proceeds to the reduction of the indebtedness, payment of any lien affecting the Propetty, or the restoration
and repair of the Property. If Lender elects to apply the procesds to rastoration ‘and repalr, Grantor shall repair or
replace the damaged or destroyed Improvements in a8 manner satisfactory te ‘Lerder’ Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceads. for the rgasonable cost of
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds whrch have not been
disbursed within 180 days after their receipt and which Lender has not committed to tha repalr ‘or restoration of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trist; then-to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness, If Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid wnhout mterest 1o Grantor as
Grantor's interests may appear. R .

Grantor’s Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furn{sh
to Lender a report on each existing policy of insurance showing: (1) the name of the insurer;” (2)- the risks
insured; (3} the amount of the policy; {4} the property insured, the then current replacement value of stch
property, and the manner of determining that value; and (5) the expiration date of the policy. Grantor shah‘ UpOn:.
request of Lender, have an indepsndent appraiser satisfactory to Lender determine the cash value replacement ccust :
of the Property. . ; T

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender s mterest in
the Property or if Grantor fails to comply with any pravision of this Deed of Trust ar any Related Documents, mciudlng‘ ;
but not limited to Grantor's failure to discharge or pay when due any ameunts Grantor is required to discharge or pay.
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may {but shall not be obligated to) fake -
any action that Lender deems appropriate, mcludlng but not limited to discharging or paying all taxes, liens, secuntv"'
interests, encumbrances and other claims, at any time levied or placed on the Property and paying all costs for insuring,
maintaining and preserving the Property. All such expenditures 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 1o the date of repayment by .~
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'Grantor ‘All 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 apporticned ameng and be payable with any installment
payments to become due during either (1) the term of any applicable insurance policy; or {2) the remaining term aof
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 securé payment of these amounts. Such right shall be in addition to all ather rights and remedies to
which Lender may be. -entitled upen Default.

WARRANTY; DEFENSE OF TITLE The following provisians relating to ownership of the Property are a part of this Deed
of Trust:

Title, Grantor Warrants that (a) Grantor holds goed and marketable title of record to the Property In fae simple,
free and clear of all Ilens ‘and encumbrances other than those set forth in the Real Property description or in any
title insurance pglicy; title repart, ar final title opinion issued in favor of, and accepted by, Lender in connection
with this Deed. of Frust, and (b) Grantor has the full right, power, and authority to execute and deliver this Deed of
Trust to Lender G

Dafansa of Title. Subject 1 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
that questions Grantot's titie orthe-interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at Grantor's éxpense: Grantor may be the naminal party in such praceeding, but Lander shall be entitled to
participate in the proceeding-and to be represented in the proceeding by counse! of Lender's own choice, and
Grantor will deliver, ar cause to be dellvered to Lender such instruments as Lender may request from time to time
to permit such part:mpatmn. o

Compliance With Laws. Grantor warrants ‘that the Property and Grantor's use of the Praperty complies with all
existing applicable laws, ordman_ces, __anq: ragulations of governmental authorities.

Survival of Reprasentations and _Wén;aiities. All representations, warranties, and agreemenis rmade 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 untif*such-time’ as Grantar's Indebtedness shall be paid in full.

CONDEMNATION. The following prowsmns relaung 1o condemnation proceedings are a part of this Deed of Trust:

Proceedings. |f any proceeding in condefmniation is™filed, Grantor shall promptly notify Lender in writing, and
Grantot shall promptly take such steps as may be‘necessary to defend the action and obtain the award. Grantor
may be the nominal party In such procesting, but Lender shall be entitied to participate in the proceeding and to be
representad in the proceeding by counsel of its 6wn choice all at Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender such mstruments and documentation as may be requested by Lender from tima to
time o permit such participation.

Application of Net Proceeds. if all or any part of ‘the Property ig, condemned by eminent domain proceedings or by
any proceeding or purchase in lieu of condemnatlen Lender may -at its election reguire that all or any portion of the
net proceeds of the award be applied to the Indebtedness or.thé. repair or restoration of the Property. The net
proceeds of the award shall mean the award after paymeht.;of ail.__'réasonable costs, expenses, and attarneys’ fees
incurred by Trustee or Lender in connection with the condemnatiori, :

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERWENTAL P;UTHDF“TIES. The following provisions relating
to governmental taxes, fees and charges are a part of this Dead af. Trust

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

Taxes. The following shall constitute taxes to which this sectién appligs: ..¢17""a. specific tax upon this type of
Deed of Trust or upon all or any part of the Indebtedness set:ured"'by'this' Deed:-of Trust; (2) a specific tax on
Grantor which Grantar is autharized or required to deduct from payments:on: the Indebtedness secured by this type
of Deed of Trust; (3} a tax an this type of Deed of Trust chargeable sgatnst the Lender or the holder of the Note;
and (4) a specific tax on all or any portion of the Indebtedness or on payments of pnnc:pal and interest made by
Grantor. .

Subsequaent Taxes. |f any tax to which this section applies is enacted subseQUent to the date of this Deed of
Trust, this event shall have the same effsct as an Event of Default, and Lender ' may exercise any or all of its
available remedies for an Event of Default as provided below unless Grantor either (1) pays the tax befare it
becomes delinguent, or (2) contests the tax as provided above in the Taxes and Liens sectron and deposits with
Lender cash or a sufficient corporate surety bond or other security satisfactory to: LEnder

SECURITY AGREEMENT: FINANCING STATEMENTS. The following provisions relatlng ta thls Deed iof Trust as a
security agreemant are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreemaent to the e‘xtent any of -thie Property
constitutes fixtures, and Lender shall have all of the rights of a secured party under the- Umform Commermal Code
as amended fram time to time. . . ;

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lg_nder(tﬁ ﬁerfect
and continue Lender's security interest in the Rents and Personal Property. 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 reproductions of this Deed of Trust as a financing statement. .Grantor ‘shall
reimburse Lender for all expenses incurred in perfecting or centinuing this security intarest. Upan default, Grantor
shall not remave, sever or detach the Persanal Property from the Property. Upon default, Grantor. shall assemble™,
any Personal Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor and
Lender and make it available vo Lender within three {3} days after receipt of written demand from Lender 10 tha ¢
extent permitied by applicable law. 3

Addresses. The mailing addresses of Grantor {debtor} and Lender (secured party) from which |nf9rmat|onu,"'"‘_.
concerning the security interaest granted by this Deed of Trust may be obtained (sach as required by the Umform
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 "5a-ﬁ=Ei

attorney-in-fact are a part of this Deed of Trust:
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_Further Assurances At any time, and fram time to time, upon request of Lender, Grantor will make, exascute and
ideliver, or will cause to be made, executed or delivered, to Lender or to Lender’s designee, and when requested by
‘Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
dnd places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, fmanctng statements, continuation statements, instruments of further assurance, certificates, and
other’ documents as ‘may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, gontinue, or preserve (1}  Grantor's cbligations under the Note, this Deed of Trust, and the Related
Documénts; and- (2} "the liens and security interests created by this Deed of Trust as first and prior liens on the
Property: whether now-8wned ar hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary in writing, Grantor shall reimburse tender for all costs and expenses incurred in cannection with the
matters referred to in thls paragraph

Attorney-in-Faet. ‘Grantor. falls to do any of the things referred to in the preceding paragraph, Lender may da so
for and in the name of Grantor -and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attornewn -fact for the purpose of making, executing, delivering, filing, recording, and doing all
other things as may be necessary or desirable, in Lender's sale opinion, to accomplish the matters referred to in
the preceding paragraph -

FULL PERFORMANGE. 1f Granter pays._ all the Indebtedness when due, and otherwise perfarms all the obligations
imposed upon Grantor under this’ Deed. of Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shall execute and delwer 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 raconveyance fee shall be paid by
Grantor, if permitted by applicable law. THe grantee in any reconveyance may he described as the "person or persons
legally entitled thereto”, and the recn:als |n the ‘reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or® facts

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

Payment Default. Grantor fails to make a'ny payment when due under the Indebtedness.

QOther Defaults. Grantor fails to comply wn:h or to.perform any other term, abligation, covenant or condition
contained in this Deed of Trust or in any: of the Rélated Documents or to comply with or to perform any term,
obligation, covenant or condition contalned in any other agreement between Lender and Grantor.

Compliance Default. Failure to comply W|th any other term, obligation, cavenant or condition contained in this
Deed of Trust, the Note or in any of the Related Documents.

Default on Other Payments. Failure of Granter. within the time required by this Deed of Trust to make any payment
for taxes or insurance, or any other payment necessary te prevent filing of or to effect discharge of any lien.

Default in Favor of Third Parties. Should Grantor default under .any loan, extension of credit, security agreement,
purchase or sales agreement, or any other agreement, in taVQr of any other creditor or person that may materially
affect any of Grantor's property or Grantor's ability to Tepay’, the Indebtedness or perform their respective
abligations under this Deed of Trust or any of the Helat_edk_Documents

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

Defective 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 valld and perfected security interest or lien) at any
time and for any reason. :

Death or Insolvency. The dissolution of Grantor's (regardless‘-pf' wHetbér election to continue is made), any
member withdraws from the limited liability company, or any other-termination of Grantor's existence as a going
business or the death of any member, the insclvency of Grantor, the appcintment af a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any type &f: creditor workout, or the
commencement of any praceeding under any bankruptcy or insclvency laws' by ar ag'ainst Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfetture proceedlngs whether by judicial
proceeding, self-help, repossession or any other method, by any creditor of-Granter or. By afy governmental agency
against any property securing the Indebtedness. This includes a garnishment of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event of Default shall rot. apply if there is a good faith
dispute by Grantor as to the validity or reasonableness of the claim which is the basis of thé creditor or forfeiture
proceeding and if Grantor gives Lender written notice of the creditor or forfeiture. progeeding and deposits with
Lender monies or a surety bond for the creditor or forfeiture proceeding, in an amcunt determlned by Lender, in its
sole discretion, as being an adequate reserve or bond for the dispute. .

Breach of Gther Agreement. Any breach by Grantor under the terms of any other agreeme‘"nt betWeen Grantor and
Lender that is not remedied within any grace period provided therein, including without’ Ilmltatmn anv agreement
concerning any indebtedness or other abligation of Grantor to Lender, whether existing ndw or late

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 revekes or disputes the’ vahdny ‘of, of liability
under, any Guaranty of the Indebtedness. In the event of a death, Lender, at its option, may,“but shall not be
required to, permit the Guarantor's estate to assume unconditionally the obligations arising under the guarantv m a
manngr satisfactory to Lender, and, in deoing so, cure any Event of Default. .

Adverse Changa. A material adverse change occurs in Grantor's financial condition, ar Lender belleves th ¥
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 occurs under this Deed of Trust, at any time thereaft 2 o
Trustee or Lender may exercise any one or more of the following rights and remedies:

Election of Remsdies. 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 perform an obligation of Grantor 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 entire Indebtedness immediately .~
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dug-and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. - With respect to all or any part of the Real Property, the Trustee shall have the right to exercise its
- power of saie 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.

UGC Remed:es . With respect to all or any part of the Personal Property, Lender shall have ali the rights and
remedies of'a secured party under the Uniform Commercial Code.

Collect: Rents Lender shall have the right, without notice to Grantor to take pessession of and manage the
Prapsrty.-‘and coHect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and
shove Lender'sCosts, against the Indebtedness. In furtherance of this right, Lender may reguire any tenant or
other user of the Pfoperty'to make payments of rent or use fees directly to Lender. If the Rents are collected by
Lender, then Grantor irrevocably 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:1o 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 under this
subparagraph either in persom; bv agent, or through a receiver.

Appoint Receiver. Lender shaﬂ have the right to have a receiver appointed to take possassion of all or any part of
the Praperty, with the: ‘power to protect and preserve the Property, to operate the Property preceding or pending
foreclosure or sale, and to collect the Rents from the Praperty and apply the proceeds, over and above the cost of
the receivership, against:the Indebtedness. The receiver may serve without bond if permitied by law. Lender's
right to the appointment’of a receiver shall exist whether or not the apparent value of the Property exceeds the
Indebtedness by a substantial amount Employment by Lender shall not disqualify a person from serving as a
receiver.

Tenancy at Sufferance. |f Granto'r' rer'nains in possession of the Property after the Property is sofd as provided
above or Lender otherwise becomes entitled-to possession of the Property upon default of Grantor, Grantar shall
become a tenant at suffarance of Lender or the purchaser of the Property and shall, at Lender's option, either (1)
pay a reasonable rental for the use of the Property, or (2) vacate the Property immediately upon the demand of
Lender. LR

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

Motice of Sala. Lender shall give Grantor réaso’ne_b'le notice of the time and place of any public sale of the Personal
Property or of the time after which any private sale or other intended disposition of the Parsonal 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 conjunction with any sale of the Real Property.

Sals of the Property. To the extent permitted by-&pplicable law,-Grantor hereby waives any and all rights to have
the Proparty marshailed. In exercising its rights and remedies, thé.Trustes or Lender shall be free to sell all or any
part of the Property together or separately, in one sale oF by separate sales. Lender shall be entitled to bid at any
public sale on all or any portion of the Property. ; :

Attorneys' Fees; Expenses. If Lender institutes any "et.iit or action. to 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 upan any appeal. Whether or not any court action‘is mvoh.red “gnid:-1o the extent not prohibitad by law, all
reasonable expenses Lender incurs that in Lender's opinion are- hecessary:.at any time for the protection of its
interest ar the enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear
interest at the Note rate from the date of the expenditure until répaid. Expenses covered by this paragraph include,
withaut limitatien, however subject to any limits under appliceble’law, Lecder's attorneys’ fees and Lender's legal
expenses, whether or not there is a lawsuit, including attorneys’ fees and- expenses for bankruptey proceedings
(including efforts to modify or vacate any automatic stay or m]unctmnt, appeals ‘ang any anticipated post-judgment
collection services, the cost of searching records, ohtaining title reports (lncludmg foreclosure reports), surveyors'
reports, and appraisal fees, title insurance, and fees for the Trustee, to'the extent ‘permitted by applicable law.
Grantor also will pay any court costs, in addition ta all other sums prowded by law.

Rights of Trustes. Trustee shall have all of the rights and duties of Lender as set forth |n Ihis section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obligations of Trustee
{pursuant to Lender's instructions) are part of this Deed of Trust:

Powsers of Trustee. In addition to all powers of Trustee arising as a matter of Iaw Trustee shall 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 or plat of the Real Property, including the dedication af stregts.or other rights to the
public; {b) join in granting any easement or creating any restriction on the Real Property; add “(c) join in any
subordination or other agreement affecting this Deed of Trust or the interest of Lender-under this:Desd of Trust.

Obligations to Notify. Trustee shall not be obligated to notity any other party of a penﬁlng sale under any other
trust deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee ehall be a partv, unless
required by applicable taw, or unless the action or proceeding is brought by Trustee. S L

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law. Irl addition fo the rights
and remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the rlght to
foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure in elther case in
accordance with and to the full extent provided by applicable law. .

Successor Trustea. Lender, af Lender's option, may from time to time appoint a8 successor Trust’ee‘-to an.y Trus‘tee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and:recordsd’in the®:
office of the recorder of SKAGIT County, State of Washington. The instrument shall contain, in“addition to-all
other matters required by state law, the names of the original Lender, Trustes, and Grantar, the book and page gr
the Auditor's File Number where this Deed of Trust is recorded, and the name and address of thé successor:
trustee, and the instrument shall be executed and acknowledged by Lender or its successors in interest.” The
successor trustee, without conveyance of the Property, shall succeed to all the title, power, and duties conferred -
upon the Trustee in this Deed of Trust and by applicable law. This procedure for substitution of Trustee sha'.\ T
govarn to the exclusion of all other provisions for substitution. . o

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be given in another mar‘mer,
any notice required 1o be given under this Deed of Trust, including without limitation any notice of default and any
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notlce ef sale shall be given in writing, and shall be effective when actually delivaered, when actually received by
telefacsimile (unless otherwise required by law), when deposited with a nationally recognized avernight courier, or, if
mailed,: when depnsned in the United States mail, as first class, certified or ragistered mail postage prepaid, directed to
the atidresses shown-hear the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien, whrch has. prlorm,r over this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of Trust. ~Any-party may change its address for notices under this Deed of Trust by giving farmal written
natice to the .other parties, specifying that the purpose of the notice is to change the party's address. For natice
purposes, Grantdr agrees 1o keep Lender informed at all times of Grantor's current address. Subject to applicable law,
and except fof notice requiredd, ar allowed by law to be given in another manner, if there is more than one Grantor, any
notice given by Lender to any Grantor is deemed to be natice given to all Grantors,

ASSOCIATION OF UNIT OWNERS The following provisions apply if the Real Property has been submitted to unit
ownership law or similar Iaw for the establishment of condominiums or cooperative awnership of the Real Property:

Power of Attnmev Gramor grants an irrevocable power of attormey to Lender to vote in Lender's discretion on
any matter that may comeg’ before the association of unit owners. Lender shall have the right ta exercise this
power of attorney onlv after Grantor s default; however, Lender may decling to exercise this power as Lender sees
fit. I

Insurance. The insurance as r_ed‘uiré-d a_bove may be carried by the association of unit owners on Grantor's behalf,

and the proceeds of such.insurance may be paid to the association of unit owners for the purpose of repairing or
reconstructing the Fropertv i not 50 used by the association, such proceeds shall be paid to Lender.

Default. Grantor's failure ‘to: perform any ‘Gf the obligations impased on Grantor by the daclaration submitting the
Real Property to unit ownershlp. ‘by the hylaws of the association of unit owners, or by any rules or regulations
thereunder, shall be an event of default-under this Oeed of Trust. f Grantor's interest in the Real Property is a
leasehold interest and such property has bean submitted to unit ownership, any failure by Grantor o perfarm any
of the cbligations imposed on Graptor by the lease of the Real Property from its owner, any default under such
iease which might result in termmat_!qn of the-léage as it pertains to the Real Property, or any failure of Grantor as
a member of an association of unif gwners to, ‘take any reasonable action within Grantor's power to prevent a
default under such lease by the asscciation of fnit owners o by any memher of the association shall be an Event
of Default under this Oeed of Trust. ;

MISCELLANEDQUS PROVISIONS. The following misceg_lléneo‘us provisions are a part of this Deed of Trust:

Amendments. This Deed of Trust, together yvith_ any Related Documents, constitutes the entire understanding and
agreement of the parties as te the matters Set:forth in this Deed of Trust. No alteration of or amendment to this
Deed of Trust shall be effective unless given m wrltlng and signed by the party or parties saught to be charged or
bound by the alteration or amendment. :

Annual Reports. If the Property is used for purposes other’ than Grantar's residence, Grantor shall furnish to
Lender, upon request, a cernified statement of net aperating mcome raceived fram the Praperty during Grantor's
previous fiscal year in such farm and detail as Lender shiall require: "Net operating income” shall mean all cash
receipts from the Property less all cash expenditures made in connectton with the operation of the Property.

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

Merger. There shall be o merger of the interest or estate created by thls Deed of Trust with any other interest or
estate in the Praperty at any time held by or for the benefit of Lender in any capacrty, without the written consent
of Lender. ; :

Governing Law. This Desd of Trust will ba governed by federal |aw applib&blo to Lender and, to the extent not
preempted by federal law, the faws of the State of Washington without ragard to its conflicts of law provisions.
This Dead of Trust has been accepted by Lendsr in the State of Washmgton

Choice of Venue. If there is a lawsuit, Grantor agrees upon Lender's request to submlt to the jurisdiction of the
courts of SKAGIT County, State of Washington. . :

No Waiver by Lender. Lender shali not be deemed to have waived any rlghts under thls Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or omission onithe part of Lendgr in exercising any right
shall operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that
provision ar any other provision of this Deed of Trust. No prior waiver by Lender nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any of Lender’s rights 'or-of any of Grantor's obligations
as to any future transactions. Whenever the consent of Lender is required under this Deéd 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 cases such consent may be granted or withheld ir-thesole discretion of Lender,

Severability. 1f a court of competent jurisdiction finds any provision of this Beed of Trust to be u!egaJ invalid, or
unenforceable as to any circumstance, that finding shall not make the offendung prowsmn illegal; “invalid, or
unenforceable as to any other circumstance. If feasible, the offending provision shall be sbnsidered-modified so
that it becomes legal, valid and enforceable. If the offending provision cannot be so modified, it shall be
considered deleted fram this Deed of Trust. Unless otherwise required by law, the rllegallty, lnvahdlty, ar
unenforceability of any provision of this Deed of Trust shall not affect the legality, validity or enforceabthtv of any
other provision of this Deed of Trust. # L

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Granwr 5 mterest
this Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors’ and assrgns If.
ownership of the Property becomes vested in a person other than Grantor, Lender, without notice te Grantar, may"
deal with Grantor's successors with referance to this Deed of Trust and the Indebtadness by way of forbearance’or.
extension without releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness ;

Time is of the Essence. Time is of the essence in the performance of this Deed of Trust,

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homesteadr.""
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 meanings when used in this Deéd__ r’i’f
Trust, Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money

of the United States of Amarica. Words and terms used in the singufar shall inciude the plural, and the plural shall
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“jncluge thé singolar, as the context may require, Words and terms not otherwise defined in this Deed of Trust shall
have the meani‘ngs attributed to such terms in the Uniform Commeresial Code:

35-_ Benef:mary ‘ The word "Beneficlary" means BUSINESS BANK OF SKAGIT COUNTY, and fts successors and
:assagns i R

Borrowar The word "Borrower” means STILES PROPERTIES, LLC and includes al co-signers and co-makers
signing the: Note and all their successors and assigns.

Deed of Trust The words "Deed of Trust" mean this Deed of Trust among Grantar, Lender, and Trustee, and
includes. wnthnut llmttatton all assignment and security interest provisions relating 1o the Personal Property and
Rents. :

Defauit. The word “Default ' means the Default set forth in this Deed of Trust 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 svents of default’ sectlon of this Deed of Trust,

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

Guarantor, The word "Guarantar means any guarantor, surety, or accommaodation party of any or ali of the
Indebtedness. E e :

Guaranty. The word "G_U'atahty" meéns the guaranty from Guarantor to Lender, including without limitation a
guaranty of all or part of the Note.

Improvements. The word "Improvements means all existing and future improvements, buildings, structures,
mobile homes affixed on the Real Property facilities, additions, replacements and other construction on the Real
Property. : E

Indebtedness. The word "Indebtedness" means all principal, interest, and other amourts, costs and expenses
payable under the Note or Rel‘atad Ducuments together with all renewals of, extensions of, modifications of,
consolidations of and substitutions for‘the Nete ot Related Documents and any amounts expended or advanced by
Lender to discharge Grantor's obilgatlons ‘or;expenses incurred by Trustee or Lender to enforce Grantor's
obligations under this Deed of Trust, together with intgrest on such amounts as provided in this Deed of Trust,

Lender. The word "Lander” means BUSINESS BANK OF SKAGIT COUNTY, its successors and agsigns.

Note. The word "Note" means the promissory note dated June 9, 2006, in the original principal amount
of $570,000.00 from Grantor to Lender, fogether with all renewals of, extensions of, madifications of,
refinancings of, consalidations of, and substqtut!ons for the promissory note or agreement.

Personal Proparty. The words "Personsl Pmpé{ty" mean all equipment, fixtures, and other anticles of personal
property now or hereafter owned by Grantor.. &nd now or hereafter attached or affixed to the Real Property;
together with all accessions, parts, and additions to, all replacéments of, and all substitutions for, any of such
property; and together with all issues and profits thereon and proceeds (including without limitation all insurance
proceeds and refunds of premiums) from any sale or othet disposmon of the Property.

Property. The word "Property" means coflectively the- Heal Properry and the Personal Property.

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

Related Documents. The words "Related Dccuments" mea;_}- a_II 'pro'mis'_sory notes, credit agreements, loan
agreaments, anviconmental agreements, guaranties, security agreements, mortgages, deeds of trust, security
deeds, collateral mortgages and ail other instruments, agreements and documents, whether now or hereafter
gxisting, executed in connection with the Indebtedness. . :

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

Trustae. The word "Trustes” means FIRST AMERICAN TITLE COMPAN¥ whose mamng address is PO BOX
1667, MOUNT VERNON, WA 98273 and any substitute or successor trusteas

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

GRANTOR:

STILES PROPERTIES, LLC

PROPERTIES, LLC
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" LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF /7
1 88

COUNTY OF\S k / f;f’ 2 ]

On this ; : day of e Z L1 e - , 20 C‘Ié’ before me, the undersigned
Notary Public, personally appeared WILLIAM A STILES JR, Manager of STILES PROPERTIES LLC, and personally
known to me or pravéd to'me on the hasis of satisfactory evidence to be a member or designated agent of the limited
liability company that executéd 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 ‘%E? e, its articles of organization or its operating agreement,

for the uses and purposes therem mentloned and o\m\i &) that he or she is authorized to execute this Deed of
d: the Desy W»{‘gblllty company.
7,

=,
j
[wly
e
E
17 e
C' %
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By A \ ¢ :; ?:Q)}\ E*‘,%"':; Residing at ;Sg gfzgﬂéi/lﬂ/h , (A
S S wotag, B Z
Notary Public in and for the State uf M :-_: wot L_..'V P = My commission expires _9// /ﬁP
K Eﬁﬁ PUBLIC .'025
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REQUEST FOR FULL RECONVEYANCE

To: 4 Trustee

The undersigned is the legal owner and holder; of all mdebtedness secured by this Deed of Trust., You are hergby
requested, upon payment of all sums owing to: you, to'rTeconvey without warranty, to the persons entitled thereta, the
right, title and interest now held by you under the Deed af Trust,

Data: G Beneficiary:
] By:
Its:

LASER PRC Latding, Ver. 5.31.00.004 Copr. Harland Firancial Solutora, Inc. 1897,-2008.. An Righta Aosarvad. o WA CHHARLANDICEAPLGO FG TR-334 PR-2T
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