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THIS DEED OF TRUST is dated December- 20 2006, among MALIBU PROPERTIES, LLC, A

WASHINGTON LIMITED LIABILITY COMPANY, whose address is 218 RIO VISTA AVENUE,
BURLINGTON, WA 98233 ("Grantor”}; Summit Bank whose mailing address is Mount Vernon,
2120 Freeway Dr, Mount Vernon, WA 98273 (referred to below sometimes as "Lender” and

sometimes as "Beneficiary”); and LAND TITLE OF SKAGIT COUNTY, whose mailing address is
111 EAST GEORGE HOPPER ROAD, BURLINGTON WA 98233 (referred to below as
"Trustee").
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‘CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustes in trust with power of sale, 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 follow'i'ng described real property, together with all existing or subsequently erected ar affixed buildings,
|mprcvements and fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
{mcludmg stock/in;utilities with ditch or irrigation rights); and all other rights, royalties, and profrts relating to the real
property, including without limitation all minerals, cil, gas, geothermal and similar matters, {the "Real Property”)

Iocated in’ SKAGIT County, State of Washington:

LOTS 4 AND 5 AND THE WEST 1/2 OF LOT 6, BLOCK 2, 'SUPPLEMENTAL PLAT OF
KNU'[ZEN s ADD__.ITION TO THE TOWN OF BURLINGTON," AS PER PLAT RECORDED IN
VOLUME 4 OF PLA“TS PAGE 7, RECORDS OF SKAGIT COUNTY, WASHINGTON.

SITUATE IN T E _CITY OF BURLINGTON, COUNTY OF SKAGIT, STATE OF WASHINGTON

The Real Property or: rts address is commonly known as 218 E RIO VISTA, BURLINGTON, WA
98233. The Real Propert\rr tax identification number is 4089-002-006-0006.

Grantor hereby assigns as securrty to Lender, all of Grantor's right, title, and interest in and to all leases, Rents, and
prafits of the Property. Thié aSSIQnment is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intended td.be“spetifis: perfected and choate upon the recording of this Deed of Trust. Lender grants to
Grantor a license to collect theRerits and .profits, which license may be revoked at Lender's option and shall be
automatically revoked upan anceleratlon of all or part of the Indebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSI,G-NMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS GIVEN TQ-SECURE (A] PAYMENT OF THE INDEBTEDNESS AND (B} PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER-THE'N@TE, THE RELATED DOCUMENTS, AND THI$ DEED OF TRUST. THIS
DEED OF TRUST IS GIVEN AND ACCEPTED ‘ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as otherwrse provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as-they becime due, and shall strictly and in a timely manner perform all of
Grantor's obligations under the Note, thrs Dead of Trast, and the Related Documents.

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

Possession and Use. Until the ocourrence of anp Event of Default, Grantor 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 Grantnr automatically reveked upan default). The following provisions
relate to the use of the Property or to other I|m|tat|ons on the Property. The Real Praperty is not used principally
for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Prppérty in tenantéble condition and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value )

Nuisance, Waste. Grantor shall not cause, conduct or permrt any nursance nor commit, permit, or suffer any
stripping of ar waste on or to the Property or any portion:of the Property Without limiting the generality of the
faregoing, Grantor will not remove, or grant to any other party the right to remove, any timber, minerats (including
ail and gas}, coal, clay, scoria, soil, gravel or rock produgts withoul Lender's prior written consent.

Removal of Improvements. Grantor shall not demolish ar rérmiove a-‘rﬁr Improwements from the Real Property
without Lender's prior written consent. As a condition to the removal of any-Jmprovements, Lender may require
Grantor to make arrangements satisfactory to Lender to replace such Improvements with lmprovements of at least
aqual value.

Lender's Right to Enter. Lender and lender's agents and represéntatives rﬁay enter upon the Real Property at all
reasonable times to attend to Lender's interests and to inspect theé Real F'roperty for purposes of Grantor's
compliance with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliance by all agents, tenants or other persons ar entities of every nature whatsoeyer who rent, lease or
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental authorities applicable to the use or cccupancy of-the Property; including without
limitation, the Americans With Disabilities Act. Grantor may contest in good-faith apy such law, ordinance, or
regulation and withhold compliance during any proceeding, including appropriate appeals, so long as Grantor has
notified Lender in writing prior to doing so and so fong as, in Lender's sole opinion, kender's interests in the
Property are not jeopardized. Lender may require Grantor to post adequate secunty ora surety bond reasonably
satisfactory to Lender, to protect Lender's interest. i

Duty to Protect. Grantor agrees neither to abandan or leave unattended the Propertv Grantor shall ‘do all other
acts, in addition to those acts set forth abowve in this section, which from the character and use of the Property are
reasonably necessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, (A) declare |mmedrﬂtely due and payable all
sums secured by this Deed of Trust or (B} increase the interest rate provided far in the Note or- other document
evidencing the Indebtedness and impose such other canditions as Lender deems appropriate, upén-the.sale or trdhsfer,
without Lender's prior written consent, of all or any part of the Real Property, or any interest in the Real-Property. “A
“sale or transfer” means the conveyance of Real Property or any right, title or interest in the Real Property;-whether:.
legal, beneficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, instaliment sale contract
land contract, contract for deed, leasehold interest with a term greater than three (3) years, lease-option contract, or by
sale, assignment, ar transfer of any beneficial interest in or to any land trust holding title to the Real Propetty, or by any.s,
other method of ¢anveyance of an interest in the Real Property. |f any Grantor is a corporation, partnership-or limited-
liability company, transfer also includes any change in ownership of more than twenty-five percent {25%) of the votin
stock, partnership interests or limited liability company interests, as the case may be, of such Grantor, However, thrs
option shall not be exercised by Lender if such exercise is prohibited by federal law or by Washington law. :

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

Payment. Grantor shall pay when due {and in all events prior to delinquency) all taxes, special taxes, assessnt-nnté:
charges lincluding water and sewer), fines and impasitions levied against or on account of the Property, and shall
pay when due all claims for work done on or for services rendered or material furnished to the Praperty. Grantor
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_shall maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of
o Trdst, except for the lien of taxes and assessments not due and except as otherwise provided in this Deed of
ATrust”

Right o Centest 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 Lender's interest in the Property is not jecpardized. If a lien arises or
tisifiled as a'result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed,
within fiftgen (1 5} days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender depcsn Wlth Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
ameunt. suffigient té discharge the lien plus any costs and permissible fees, or other charges that could accrue as @
result of a, foreclosure or sale under the fien. In any contest, Grantor shall defend itself and Lender and shall
satisfy ary gdverse’judgment before enforcement against the Property. Grantar shall name Lender as an additionat
ahligee: _u_nder any surety. bond furnished in the centest proceedings.

Evidence of Payment, Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and’ shalf _ehthorize the appropriate governmental official to deliver to Lender at any time a written
statement of the'taxes and assessments against the Property.

Notice of Constructlon Grantor shall notity Lender at least fifteen {15} days before any work is commenced, any
services are furnished, ‘or any ‘materials are supplied to the Property, if any mechanic’s lien, materialmen's lien, or
other lien could be asserted enaccount of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactary ta Lender that Grantor can and will pay the cost of such
improvements.

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

Maintenance of Insurance Grantor shall progure and maintain policies of fire insurance with standard extended
coverage endorsements ani.a replacement basns for the full insurable value covering all Improvements on the Real
Property in an amount sufflcrent te aveid appllcatlon of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall-lso procure and maintain 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 shaII maintain such other insurance, including but not limited to
hazard, business interruption, and bmter insurance, as Lender may reasenably require. Policies shall be written in
form, amounts, coverages and basis. reasonablv ;acceptable te Lender and issued by a company or companies
reasonably acceptable to Lender, Grantar, wpod request of Lender, will deliver to Lender from time 1o time the
policies or gertificates af insurance in form satisfactory” 1o Lender, including stipulations that coverages will not be
cancelled or diminished without at least ten £10) days ‘prior written notice to Lender. Each insurance palicy also
shall include an endorsement providing that' coyerage in favor of Lender will not be xmpalred in any way by any act,
omission or default of Grantor or any other persori. The Real Property is or will be located in an area designated by
the Director of the Federal Emergency Management Agency as a special flood hazard area. Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, for the full unpaid principal balance of the loan and any
prior liens an the property securing the lean, up.1o.the maximum policy limits set under the National Flood
Insurance Program, or as otherwise required by kender, and tt_).-nﬁ'atntain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of'*gny loss or damage to the Property. Lender may
make proof of loss if Grantor fails to do s0 within fifteen115¥Fdays, of the casualty. Whether or not Lender's
security is impaired, Lender may, at Lendar's election, receive and retam the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or the resteration
and repair of the Property. If Lender elects to apply the proeeeds to restoration ang repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manngr satisTactdry“to Lender. Lender shall, upon
satisfactory preof of such expenditure, pay or reimburse Grantor frém.the:proceeds for the reasonable cost of
repair or restaratien if Grantor is not in default under this Deed of Trust Any-proceeds which have not been
disbursed within 180 days after their receipt and which Lender has not commrtted 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
interest, and the remainder, if any, shall be applied to the principat baiance of the Indebtedness. If Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shaH be paid. without interest to Grantor as
Grantor's interests may appear. .

Grantor’s Report on Insurance. Upan request of Lender, however not mofé than once '"a vear, Grantor shall furnish
to Lender a report an each existing policy of insurance showing: (1) the name of the msurer, (2) the risks
insured; {3} the amount of the policy; (4) the property insured, the then Gurrent replacement value of such
property, and the manner of determining that value; and (5) the expiration date. of the pOlIGV Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determlne the cash value replacement cost
of the Praperty. ;

LENDER'S EXPENDITURES. If any action or proceedmg is commenced that would materlaily affect Lender g interest in
the Property or if Grantor fails 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 Grantor'is “reqiredto dascharge pr pay
under this Deed of Trust or any Related Documents, Lender on Granter's behalf may (but, shall-hot bé obligated to) take
any action that Lender deems appropriate, including but not limited to discharging or paying alf taxes;’liens, security
interests, encumhrances and other claims, at any time levied or placed on the Property and pay|ng aII 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 datelot repayment by
Grantor. All such expenses will become a part of the Indebtedness and, at Lender’s option, will? {A)..b& payable on
demand; {B) be added to the balance of the Note and be apportioned among and be payable with” any |nstallment
payments to become due during either (1) the term of any applicable insurance policy; or {2} the rernalnlng term of
the Note; ar (C} be treated as a balloon payment which will be due and payable at the Note's matdrity. The Deed Df
Trust also will secure payment of these amounts. Such right sha#l be in addition to all other rights and remedles to
which Lender may be entitled upon Default. ) L

WARRANTY; DEFENSE OF TITLE. The following provisions relating te cwnership of the Property are a part of th|s Deed
of Trust:

Title. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property in teé s_imp!‘
free and clear of all liens and encumbrances other than those set forth in the Real Property description or+n any |
title insurance pelicy, title report, or final title opinion issued in favor of, and accepted by, Lender in connection
with this Deed of Trust, and (b) Grantor has the full right, power, and authority to execute and deliver this Deed of
Trust to Lender, i

Defense of Title. Subject to the excepticn in the paragraph above, Grantor warrants and will forever defend th‘é--
title to the Property against the lawful ¢laims of all persens. In the event any action or proceeding is commenced
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thatquestions Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
< action at Grantor's expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitled to
~partigipate in the proceeding and to be represented in the pracaeding by counsel of Lender's own choice, and
Grantor-wjll"deliver, or cause to be delivered, to Lender such instruments as Lender may request from time to time
“to permit such participation,

C‘pmplianc_é V}Tith Laws. Grantor warrants that the Property and Grantor’s use of the Property complies with all
:eS‘(isting applicable laws, ordinances, and regulations of governmental authorities.

Survwal of Representatlons and Warranties. All representations, warranties, and agreements made by Grantor in
this Deéd of Trust. shall survive the execution and delivery of this Deed of Frust, shall be contlnuang in nature, and
shall remam in fuII force and effect until such time as Grantor's Indebtedness shall be paid in full.

CONDEMNATION The fotlowmg provisians relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. if any proceedlng in condemnation is filed, Grantor shall pramptly notify Lender in writing, and
Grantor shall promptly take such steps as may be necessary to defend the action and obtain the award. Grantor
may be the nomihal.party in such proceeding, but Lender shall be entitled to participate in the proceeding and to be
represented in the proceeding by counsel af its own choice all at Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender:such instruments and documentation as may be requested by Lender from time to
time ta permit such participatian.

Application of Net Proceeds:” If all or any part of the Property is condemned by eminent domain proceedings or by
any proceeding or pyuréhase in ‘lieu of gondemnation, Lender may at its election require that all or any portion of the
net proceeds of the award be applied to the Indebtedness or the repair or restoration of the Property. The net
proceeds of the award shall mean the award after payment of all reasonable costs, expenses, and attorneys’ faes
incurred by Trustee or Lender in connectuon with the condemnation.

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

Current Taxes, Fees and Charges. \Jpon request by Lender, Grantor shall execute such documents in addition to
this Deed of Trust and take whatéver other actien is requested by Lender to perfect and continue Lender’s lien an
the Real Property. Grantor shaliteimburse Lender for all taxes, as described below, together with all expenses
incurred in recording, perfecting or.céntinuing “this Deed of Trust, including without limitation all taxes, fees,
documentary stamps, and other cha;ges for recordmg or registering this Deed of Trust.

Taxes. The following shall canstitute taxes to ‘which.this section applies: {1) a specific tax upon this type of
Beed of Trust or upon all or any part of the JIndebtédness secured by this Deed of Trust; (2] a specific tax on
Grantor which Grantor is autherized or required to deéduct from payments on the Indebtedness secured by this type
of Deed of Trust; {3} a tax on this type of Deed gf Trust chargeable against the Lender or the holder of the Note;
and {4] a specific tax on all or any portion of the Indebtedness or on payments of principal and interest made by
Grantor, :

Subsequent Taxes. If any tax to which this sectlen applies is enacted subsequent to the date of this Deed of
Trust, this event shall have the same effect as an-Event of Default, and Lender may exercise any or all of its
available remedies for an Event of Default as provided below unless Grantor either {1) pays the tax before it
becomes delinquent, or {2} contests the tax as provided-abgve in the Taxes and Liens section and deposits with
Lender cash or a sufficient corporate surety bond or otier s’ec:urity":satisfactorv to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The fgllowung prowsmns relating to this Deed of Trust as a
security agreement are a part of this Deed of Trust:

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

Security Interest. Upon request by Lender, Grantor shall take Whéfcever ac..t'ion is requested by Lender to perfect
and continue Lender's security interest in the Rents and Personat, Property. In addition to recording this Deed of
Trust in the real property recards, Lender may, at any time and without fyrther-aiuthprization from Grantor, file
executed counterparts, copies ar reproductions of this Deed of Trust-as a fj ancing statement. Grantor shall
reimburse Lender for all expenses ingurred in perfecting or continuing thissectrity |nterest Upon default, Grantor
shall not remove, sever or detach the Personal Praperty from the Property. :[Upon default, Grantor shall assemble
any Personal Property not affixed to the Property in @ manner and at a place reasonably convenient to Grantor and
Lender and make it available to Lender within three {3) days after receipt: of wntten demand from Lender to the
extent permitted by applicabie law. :

Addresses. The mailing addresses of Grantar (debtor) and Lender {secured partv:- frorn whlch information
concerning the security interest granted by this Deed of Trust may be obtained (each as requrred by the Uniform
Commaercial 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 this Deed of Trust:

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor wwvill; make execute and
deliver, or wili cause to be made, executed or delivered, to Lender or to Lender's desngnee and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such tlmes and in‘such offices
and places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security dedds, security
agreements, financing statements, continuation statements, instruments of further assurancg, eertn‘mates, and
other documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1} Grantor's obligations under the Note, this Deed of Trusi, and the Rélated, -
Documents, and (2) the liens and security interests created by this Deed of Trust as first and pnor l|en5 on t.e
Property, whether now owned or hereafter acquired by Grantor. Unless prohibited by law or Lendeér agrees to the
contrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connectldn wuth the
matters referred to in this paragraph. L

Attorney-in-Fact. If Grantor fails to do any of the things referred to in the precading paragraph, Lender rnay de 50
far and in the name of Grantor and at Grantot's expense. For such purposes, Grantar hereby irrevocably appoiri
Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and dei‘ng
other things as may be necessary or desirable, in Lender's sole apinion, to accomplish the matters referred” to in
the preceding paragraph. :

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and atherwise performs all the obllgatlons
imposed upon Grantor under this Deed of Trust, 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
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f|le e\ndencmg Lender's security interest in the Rents and the Personal Proparty. Any reconveyance fee shall be paid by
Grabtor] if permitted by applicable law. The grantee in any reconveyance may be described as the "person or persons
legally entitled therete”, and the recitals in the reconveyance of any matters or facts shail be conclusive proof of the
1ruthfu'mess ‘ot any such matters or facts.

EVENTS OF DEFAULT Each of the following, at l.ender's option, shall constitute an Event of Default under this Deed
of Trust

Pavment Dafault Grantor fails to make any payment when due under the Indebtedness.

Otha[ Qefaults. Grantor fails to comply with or to perform any other term, obligation, covenant or condition
contained jn this Deed of Trust or in any of the Related Documents or to comply with or to perform any term,
obligatior, cgvenant or. condition contained in any other agreement between Lender and Grantor.

Compliance Defadlt. ::F_a.i-lure to comply with any other term, ohligation, covenant or coendition contained in this
Deed of Trust, the Note of.in any of the Related Documents.

Dafault on Other_Péyments.‘_FaiIure of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurance,-or a'ny"-other payment necessary to pravent filing of or to effect discharge of any lien.

False Statements. Any warranty, representation or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Béed of Trust or the Related Documents is false or misleading in any material respect,
gither now or at the timg Made or furnished or becomes falsa or misleading at any time thereafter.

Defective Collaterallzatlon Thts Deed of Trust or any of the Related Documents ceases te be in full force and
effect {including fallure of anv oeilateral document to create a valid and perfected security interest or lien) at any
time and for any reason. ;

Death or Insolvency. The:dissolution:of Grantor's (regardiess of whether election to continue is made), any
member withdraws from the:limited Iiefbiliw:_company, or any other termination of Grantor's existence as a going
business or the death of any member, the irsolvency of Grantor, the appointment of a receiver for any part of
Grantor's property, any assignment fer the benefit of creditors, any type of creditor workout, or the
commencement of any proceedmg under any bankruptcv or insolvency laws by or against Grantor.

Creditor or Forfeiture Prooeedlngs Commencement of foreclosure or forfeiture preceedings, whether by judicial
proceeding, self-help, repossession or anv othir method, by any creditor of Grantor or by any 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 nat apply i there is a good faith
dispute by Grantor as to the validity or reasonableness Qf the claim which is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lender written notice 6f the creditor or forfeiture proceeding and deposits with
Lender monies or a sutety bond for the creditorar farfeiture proceeding, in an amount determined by Lender, in its
sale discreticn, as being an adequate reserve or. bond for the dispute.

Breach of Other Agreament. Any breach by Grantor under the terms of any other agreement batween Grantor and
Lender that is not remedied within any grace peried provided therein, including without limitation any agreement
concerning any indebtedness or other obligation.of:Grantor to Lender, whether existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs. with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becames incompetgnt, .6r reviokes or disputes the validity of, or 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 uncdnditionatly the obligations arising under the guaranty in a
manner satisfactary to Lender, and, in doing so, cure any Event m" Default

Adverse Change. A material adverse change occurs in Grantcr 5 fmancual condition, or Lender believes the
prospect of payment or performance of the Indebtedness is |mpalred K

Insecurity. Lender in gocd faith helieves itself insecure.

Right to Cure. If any default, other than a default in payment is ‘curable and if/Grantor has not been given a notice
aof a breach of the same pravision of this Deed of Trust within tha precedifig twelve (12) months, it may be cured if
Grantor, after receiving written notice from Lender demanding cure of 'suc fawht:.. (1) cures the default within
fifteen {15} days; or (2} if the cure requires more than fifteen {15} days, immediately initiates steps which Lender
desms in Lender's sole discretion te be sufficient to cure the default and thiereafter continues and completes all
reasonable and necessary steps sufficient to preduce compliance as soon as'reas‘.onebh,'r practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event ¢f Default occurs under thjs ‘Deed of Trust at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedles

Election of Remadies. Election by Lender to pursue any remedy shall not exclude pursut! cf any other remedy, and
an efection to make expenditures or to take action to perform an obligation of Gramtor-tinder this Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a default and exe clse its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire lndebtedness immediately
due and pavyable, including any prepayment penalty which Grantor would be reqwred ‘o pay: i

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the rlght 10; exerclse its
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by Judmlal
foreclosure, in either case in accordance with and to the full extent provided by apphcabie Iaw B

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the rlg s ahd
remedies of a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, withcut notice to Grantor to take possession of and manage the -
Property and collect the Rents, including amounts past due and unpaid, and apply the net procéeds, over ghd .
above Lender's costs, against the Indebtedness. In furtherance of this right, Lender may require anv teriant. or
other user of the Praperty 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 instrumants received in™:
payment thereot in the name of Grantor and to negotiate the same and collect the proceeds. Payments:by tenants
or other users to Lender in response to Lender's demand shall satisfy the abligations for which the payménts are
made, whether or not any proper grounds for the demand existed. Lender may exercise its rights under” thJS .
subparagraph either in person, by agent, or through a receiver. o

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part of
the Property, with the power 1o protect and preserve the Property, to operate the Property preceding or pending =
foreclosure or sale, and to collect.the Rents from the Property and apply the proceeds, over and above the cost ol
the receivership, against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's™
right to the appointment cf a receiver shall exist whether or not the apparent value of the Property exceeds the
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_:.Inaebiedness by a substantial amount. Employment by Lender shall not disqualify a person from serving as a
recewer

- Tenancy at. Sufferance. |f Grantor remains in possession of the Praperty after the Property is sold as provided
#bove or bender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall
;become a tenant at sufferance of Lender or the purghaser of the Property and shall, at Lender's optian, either {1)
Lpay a reasonable rental for the use of the Property, or (2} vacate the Property immediately upon the demand of
‘Lender.

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

Notice of Sale Lender shall give Grantor reasonable 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 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 Personai Property may be made in conjunction with any sale of the Real Property.

Sale of the Property To the «extent permitted by applicable law, Grantor hereby waives any and all rights to have
the Property riarsfialled, In: axercising its rights and remedies, the Trustee or Lender shall be free to sell all or any
part of the Property together or:separately, in one sale or by separate sales. Lender shall be entitled to bid at any
public sale on all or any porr:on :of the Praperty.

Expenses. |f Lender mstrtutes any_suit or action to enforce any of the terms of this Deed of Trust, Lender shall be
entitled to recaver such sum a5 the tourt may adjudge reasonable. Whether or not any court action is involved,
and to the extent not. prohlblted Bbylaw, all reasonable expenses Lender incurs that in Lender's opinion are
necessary at any time for the protection of its interest or the enforcement of its rights shall become a part of the
Indebtedness payable on demand and shall bear interest at the Nate rate from the date of the expenditure until
repaid. Expenses covered by this paragraph include, withaut limitation, however subject to any limits under
applicable law, Lender's expenses for bankmptcy proceedings {including efforts to modify or vacate any automatic
stay or injunction), appeals,-and gny antlcrpated post-judgment collection services, the cost of searching records,
obtaining title reports {including foreclosure reports), surveyors' reports, and appraisal fees, title insurance, and
fees for the Trustee, to the extent permltted by appllcable law. Grantor also will pay any court costs, in addition to
all other sums provided by law. -

Rights of Trustee. Trustee shall have aII of the nghts and duties of Lender as set farth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The followmg._proulsrons relating to the powers and obligations 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 law, Trustee shall have the power to
take the fallowing 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 Praperty, including the dedication of streets or other rights to the
public; {b) join in granting any easement or ¢reating any restriction on the Real Property; and (¢) join in any
subardination or other agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be oblig"ate'd ta notify_ao'ir--other party of a pending sale under any other
trust deed or lien, or of any action or procesding in which Grantor Lender, or Trustee shall be a party, unless
required by applicable [aw, or unless the action or procesding.is brought by Trustee.

Trustea. Trustee shall meet all qualifications required _~for:.'l’ruét'ee under applicable law. In addition to the rights
and remedies set forth above, with respect to all or any. part of the Property, the Trustee shall have the right to
foreclose by notice and sale, and Lender shall have the fight to. foreclose bv judicial foreclasure, in either case in
accordance with and to the full extent provided by applucable Iaw

Successor Trustee. Lender, at Lender's option, may from time tg trme appornt a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed andsacknowledged by Lender and recorded in the
office of the recarder of SKAGIT County, State of Washington. 5‘_The instrument shall contain, in addition te all
other matters required by state law, the names of the original Lender, Trusteg, and Grantor, the book and page or
the Auditor's File Number where this Deed of Trust is recorded, apd-the‘name and address of the successor
trustee, and the instrument shall be executed and acknowledged by Lender orits successors in interast. The
successor trustee, without conveyance of the Property, shatl succeed to alf the titte, power, and duties conferred
upon the Trustee in this Deed of Trust and by applicable law. This procedure for substrtutlon of Trustee shall
govern to the exclusion of all other provisions for substitution. E ;

NOTICES. Subject to appticable law, and except far notice required or aIIowed by law to be given in another manner,
any notice required to be given under this Deed of Trust, including without Irmrtatlon any notice-of default and any
notice of sale shall be given in writing, and shall be effective when actually delivered; when _actually received by
telefacsimile (unless otherwise required by lawl, when depasited with a nationally recagnized avernjght courier, or, if
mailed, when deposited 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 of Trust. All copies of notices of foreclosure from the halder of
any lian which has priority 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 netices under this Deed of Trust by giving’ “tormal written
notice to the other parties, specifying that the purpose of the natice is to change the party's addréss: For notice
purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address. Subject to applicable law,
and except for notice required or allowed by law to be given in anather manner, if there is more than one: Grantor, any
notice given by Lender to any Grantor is deemed to ba notice given to all Grantors. i .

MISCELLANEQUS PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trust

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire’ understandrng and
agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendrment-to this
Deed of Trust shall be effective unless given in writing and signed by the party or parties sought tc: be charged or
bound by the alteration ar amendment. L L

Annual Reports. |f the Property is used for purposes other than Grantor's residence, Grantor shall furhish t'o'
Lender, upan request, a certified statement of net operating income received from the Property during Grantar's
previous fiscal year in such form and detail as Lender shall require. "Net operating income™ shall mean all cash
receipts from the Praperty less all cash expenditures made in connection with the operation of the Property.

Caption Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not td Ioe :
used to interpret or define the provisions of this Deed of Trust.

Merger. There shall be no merger of the interest or estate created by this Deed of Trust with any other intereet or"'“
estate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
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‘ ._:Governlng Law. This Deed of Trust will be governed by federal law applicabie to Lender and, to the sxtent not
¢ . préempted by federal law, the laws of the State of Washington without regard to its conflicts of law provisions.
~This Dedd of Trust has been accepted by Lender in the State of Washington.

No Waiver.by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
Awatver is g'i'ven in writing and signed by Lender. No delay 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 prejudme or constitute a waiver of Lender's right otherwise to demand strict compliance with that
provisier of any: Other provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lendér and Grantar, shall constitute a waiver of any of Lender's rights ar of any of Grantor's cbligations
as to any future transactions. Whenever the consent of Lender is required under this Deed of Trust, the granting
of such consent by'Lender in any instance shall not constitute continuing consent to subsequent instances where
such cansent is requlred and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severabulrty If & court of ‘competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as tg'any tircumstance, that finding shall not make the offendlng provision illegal, invalid, or
unenforceable ag'to any other circumstance. If feasible, the cffending provision shall be considered modified so
that it becomes ledai; valid and enforceable. if the offending provisicn cannot be so modified, it shall be
considered deleted from th|s Déed of Trust. Unless otherwise required by law, the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust.

Successors and Assigns..-Subigct 16 -any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shallbe bsndmg wpon and inure to the benefit of the parties, their successors and assigns. If
ownership of the Property‘becomes vested in a person ather than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successars with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasmg Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. T|me i of the, essence in the performance of this Deed of Trust,

Waiver of Homestead Exemptlon. __Graptor hereby releases and waives ail rights and benefits of the homestead
exemption laws of the State of W-ashi'hgton as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capltahzed wordg and terms shall have the following meanings when used in this Deed of
Trust. Untess specifically stated to the contrarv, all réferences to dollar amounts shall mean amounts in lawful money
of the United States of America. Words and terris used in the singular shall include the plural, and the plural shall
include the singular, as the context may requite.” Words -and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Umform Commerual Code:

Beneficiary. The word "Beneficiary” means Summlt Bamk, and its successors and assigns.

Borrower. The word "Borrower" means MALIBU PRGPERTIES, LLC and includes all 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 Grantor, Lender, and Trustee, and
includes without limitation all assignment and secunty mterest prowsmns relating to the Personal Property and
Hents. . o

Default. The word "Default" means the Default set fcrth‘-i'r'\ t-His [j'eetd of Trust in the section titled "Default”.

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

Grantor. The word "Grantor” means MALIBU PROPERTIES, “'L'LC

Guarantor. The word "Guarantor” means any guarantor, surety, ar af:commodatmn party of any or ali of the
Indebtedness. o ;

Guaranty. The word "Guaranty™ means the guaranty from Guarantor to Lender including without limitation a
guaranty of all or part of the Note. 3 A

Improvements. The word "Improvements” means all existing and ful;ure lmpravements buildings, structures,
mobile homes affixed on the Real Property, facilities, additions, replac,ements and Dther construction an the Real
Property. : g

Indebtedness. The word "Indebtedness" means all principal, interest, and other amounts costs and expenses
payable under the Note or Related Documents, together with all renewals:of; exten&,lons _of. madifications of,
consolidations of and substitutions for the Note or Related Documents and any @mounts expended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Trustee or terider.to enforce Grantor's
obligations under this Deed of Trust, together with interest on such amounts as providéd in this Deed of Trust,

Lender. The word "Lender" means Summit Bank, its successors and assigns.

Note. The word “Note” means the promissory note dated December 20, 2008, in, the. riginal-principal
amount of $331,200.00 from Grantor to Lender, together with all renewals of, extensions of, modifications
of, refinancings of, consolidations of, and substitutions for the promissory note or agreement

Personal Property. The words "Personal Property" mean all equipment, fixtures, and other artlcles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to- the. Real F‘roperty,
tegether with all accessions, parts, and additions o, all replacements of, and all substitutions for, any of such
property; and tegether with all issues and profits thereon and proceeds {including without Ilmltanon aI] fhsugance
proceeds and refunds of premiums) from any sale or other disposition of the Property. S - .

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

Deed of Trust

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements", Id'an :
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mor,tg"ages_:, ‘andd
all other instruments, agreements and documents, whether now or hereafter existing, executed in connéction vyith
the Indebtedness; provided, that the enviranmental indemnity agreements are not "Related Documents” and afe | ¢
not secured by this Deed of Trust.

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

Trustee. The word "Trustee" means LAND TITLE OF SKAGIT COUNTY, whose mailing address is 111 EAST '
GEQRGE HOPPER ROAD, BURLINGTON, WA 98233 and any substitute or successor trustees.
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E'GFIANTOH ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
-K__AGI-'IEES TO ITS TERMS.

GRANTOR

BOPERTIES, LLC

DIANE M HICKARDS, Manager of MALIEU PROPERTIES, LLC

LIIVIITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF WASHINGTON ’ )

e )88
COUNTY OF SKAGIT 3 |

Qn this day of DECEMBER .20 06 . before me, the undersigned
Notary Public, personally appeared DIANE M RICKARDS, Manager of MALIBU PROPERTIES LLC, and personally known
to me or proved to me on the basisof satistactory evidence to be a member or designated agent of the limited liability
company that executed the Deed of Trust and acknowledged the Deed of Trust to be the free and voluntary act and
deed of the limited liability company, by, authorlty of statute, its articles of organlzatlcn or its operating agreement, for
the uses and purposes therein mentioned, and on oath stated that he or she is authorized to execute this Deed of Trust
and in facy executed th t on behalf of the limited liability company.

Residing at MOUNT VERNON

By

Notary Public in and for the State of My commission expires 9/11 /20 10

z N
To: L AN

ff; \\\ [
The undersigned is the legal owner and holder of all |ndeI)tIeIIness secured by this Deed of Trust. You are hereby
requested, upon payment of all sums owing to you, to reconvey wuthout warranty to the persons entitled thereto, the
right, title and interest now held by you under the Deed of Trust:-

Date: & Baneficiary:
- :' By:
Its:
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