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DEED OF TRUST

DATE: March 14, 2007.°

Reference # (if applic'%;blé):-"{:béﬂ- 246 Additional on page
Grantor{s}: S :

1. GRANITE HOLDINGS, L.L.C.

Granteels) )
1. Whidbey Island Bank .~
2. CHICAGO TITLE COMPANY:Aﬁ'éqortes, Trustee

Legal Description: PTN LT 2, SEDRO ACREAGE
L Additional on page 2

pssessor's Tax Parcel ID#: 4170-000-002-0103

THIS DEED OF TRUST is dated March: 14, 2007, among GRANITE HOLDINGS, L1.C., a
Washington Limited Liability Company {"Grantor"y, Whidbey Island Bank, whose mailing
address is CL SKAGIT - 2, 321 SE PIONEER WAY,-P.0. BOX 1589, OAK HARBOR, WA 98277
(referred 10 below sometimes as “Lender” and sometimes as "Beneficiary™); and CHICAGO
TITLE COMPANY-Anacortes, whose mailing address is' 3110 COMMERCIAL AVENUE SUITE
701, ANACORTES, WA 98221 (referred to below as-"Tristee”).
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DEED OF TRUST
{Continued) Page 3

isi the Property, whether by foreciosure or otherwise.

Nuisance; Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any

< stripping.of 'or wasie on or 1o the Property or any portion of the Property. Without limiting the generality of the
faregoing, Grantor will not remave, or grant to any other party the right to remove, any timber, minerals {inciuding
pil-and gas); coal. clay, scoria, soil, grave! or rock products without Lender’s prior written consent.

Removal of Improvements. Grantor shall not demolish or remove any mprovements from the Reat Property
without. Lender's<prior written consent. As a condition to the removal of any lmprovements, Lender may require
Gr‘ag_tdr te'make arrangements satisfactery to Lender to replace such Improvements with Improvernents of at least
equal valug,w T

Lender's-Right fo Erter. Lender and Lender’s agents and representatives may enter upon the Real Property at afl
reasonable times to anend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance with'the tgring and conditions of this Deed of Trust.

Compliance with__.-Govér'nniantal Requirements.  Grantor shall promptly comply, and shalt promptly cause
comphance by alf ageénis, tenants or other persons or entities of every nature whatsoever who rent, icase or
otherwise use--prpbc‘up’y_ the. F"r_operty in any manner, with all laws, ordinances, and regulations, now or hareafter
in effect, of alt"governmental.authorities applicable to the use or occupancy of the Property. including without
limitation, the Americans With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and withhold gémpliance during any proceeding, including appropriate appeals, so long as Grantor has
notified Lender in writing priop-16-doing so and so long as, n Lender's sole opinion, Lender's interests in the
Property are not jeopardized: Lender ‘may require Grantor to post adequate security or a surety bond, reasonably
satisfactory to Lender, to protect Lendei’s interest.

Duty to Protect. Grantor agrees nei_thgr to abandon or leave unattended the Praperty. Grantoy shall do all other
acts, in additiun to those acts set forth'abaye in this section, which from the character and use of the Property are
reasonably necessary to pr'o__tect_,a_nd presérve the Property.

DUE ON SALE - CONSENT BY LENDER. Lénder may, at Lender's option, (A} declare immediately due and payable all
sums secured by this Deed of Trust of (Bl increase the interest rate provided for in the Note or other document
evidencing the indebtedness and impose such otheréonditions as Lender deems appropriate, upon the sale ar transfer,
without Lender's prior written consent; of all-6f any- part of the Real Property, or any interest in the Real Property. A
"sale or transfer” means the conveyancé of Real Praperty or any right, title or interest in the Real Property; whether
legal, beneficial or equitable; whether volaritaryor-inyoluntary; whether by outright sale, deed, installment sale contract,
land cantract, contract for deed, leasehold interest with a term greater than three {3} years, lease-option contract, or by
sale, assignment, or transfer of any beneficial ipterest in. 6r to any land trust holding title to the Real Property, or by any
other mathod of conveyance of an interest insthe Real Property. if any Grantor is & corporation, partnership or limited
liability company, transfer also includes any chahgein pwnership of mare than twenty-five percent {25%} of the voting
stock, partnership interests ar limited liability company interests, as the case may be, of such Grantor. However, this
option shall not be exercised by Lender if such exércise is prohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions relat'in"".:__to the taxes and liens on the Property are part of this Deed of
Trust: S A

Payment. Grantor shall pay when due (and in all events prior to delinquancy) all taxes, special taxes, assessments,
charges {including water and sewerl, fines and impositions levied against or on account of the Property, and shall
pay when due ali ciaims for work done on or for servicesrendered or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority ‘over or €qual to the interest of Lender under this Deed ot
Trust, except for the lien of taxes and assessments rie_t "cl_ye..anc_!.,éxcept as otherwise provided in this Deed of
Trust.

Right to Contest. Grantor may withhold payment of any tax, ass@ssment-or-claim in connection with a good faith
dispute over the obligation to pay, so leng as Lender's interest i the Propertyiis not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen {15) days aftar the lien arises or, if a lien is filed,
within fitteen {15) days after Grantor has notice of the filing, secure the discharge of the lien, or it requested by
Lender, deposit with Lender cash or a sufficient corporate surely bond pr other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys’ fees; Sther charges that could accrue as a
result of a foreclosure or safe under the lien. In any contest, Grantor shall-defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Praperty. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedings. ; ::5 s

Evidence of Payment. Grantor shall upon demand furnish ta Lender satis’-fai:tors__r evidence af payment of the taxes
or assessments and shall authorize the appropriate governmental afficial to_deliver to _L-éhgifer at any time a written
statement of the taxes and assessments against the Property. A

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work<is commenced, any
services are furnished, or any materials are supplied to the Property, if any mecharic's lien;'materialimen's lien, or
ather lien could be asserted on account of the work, services, or materiats. Grantor wilt updn request of Lender
furnish to Lender advarce assurances satisfactary to Lender that Gramtor can-and-will‘pay.the cost of such
improvements. RE : :

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Propert\;‘;afé,.a’f)'a;-i of this Deed of
Trust. AT e

Maintenance of Insurange. Grantor shall procure and maintain policies of fire insurance with standard-extended
coverage endorsements on a replacement basis for the full insurable value covering all Improvements-on the Real
Property in @n amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee
clause in tavor of Lender. Grantor shall also procure and maintain comprehensive general Iiability.~.insura"ric_e in such
coverage amounts as Lender may request with Trustee and Lender being named as additienal insureds in‘such
liability insurance policies. Additionally, Granter shall maintain such other insurance, including bt riot: limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Palicies shall be written in

form, amounts, coverages and basis reasonably acceptable to Lender and issued by a company: of. cofipanies
reasonably acceptable to Lender. Grantor, upoen request of Lender, will deliver to Lender from time tp time-the 7
policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages_will fiot.be
cancelled or diminished without at least ten {10} days prior written notive to Lender. Each insurance policy-also’
shall include an endorsement providing that coverage in favor of Lender will not be impaired in any way by afty act,
omission or default of Grantor or any other persen, Should the Real Property be focated in an area designated by

the Director of the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees o

obtain and maintain Federal Flood tnsurance, if available, within 45 days after notice is given by Lender that the
Praperty is lacatad in a special flood hazard area, for the tull unpaid principal balance of the loan and any prior fighs
on the property securing the loan, up to the maximum policy limits set under the National Flood Insurance Program,
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DEED OF TRUST
{Continued) Page 5

; /.Tryst, this event shall have the same effect as an Event of Default, and Lender may exercise any or all of its

7 availaple..remedies for an Event of Default as provided below unless Grantor either (1) pays the tax before it

. becdmes delinquent, or (2) contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender.

SECL{JFI]':FY AGREEMENT: FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a
secudity agreeme’nfare & part of this Deed of Trust:

Sqéurﬁy---'ﬁgieemént. This instrument shall constitute a Security Agreement to the extent any of the Property
constitutes fixtures,.and Lender shall have ali of the rights of a secured party under the Uniform Commercial Code
as amendedfrarm fime to time,

Security Interast. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect
and carnitinue Landar's security interest in the Hents 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,-topies or repraductions of this Deed of Trust as a financing statement. Grantor shall
reimburse Lender-for all ex-péqses incurred in perfecting or continuing this security interest. Upon default, Grantor
ghall not remavé, sevet.or detach the Personal Property from the Property. Upon default, Grantor shall assemble
any Personal Property nof affixed to the Praperty in a manner and at a place reasanahly convenient to Grantor and
Lender and make it avéilable-to Lender within three {3} days after receipt of written demand from Lender to the
extent permitted by applicable faw.

Addresses. The mailing addresies of Grantor {(debtor) and Lender (secured party) from which information
concerning the security interést granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Code) are ‘as s_tat_ed on thg first page of this Deed of Trust.

FURTHER ASSURANCES; ATTQRNEY-IN-EACT. The following provisions relating to further assurances and
attorney-in-fact are a part of this Deed of Tristi:

Further Assurances. At any ;irﬁé‘-',,__and_fromr time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made; executed or delivered, to Lender or 1o Lender's designee, and when requested by
Lender, cause to be filed, recorded, refilad, or rerecorded, as the case may be, at such times and in such offices
and places as Lender may deentappropriate, -dhy. and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, contifiuation statements, instruments of further assurance, certificates, and
other documents as may, in the solé 'opiniy_oﬁ of Lénder, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1]~ 'G‘ran_to"f's_-"obligatians under the Note, this Deed of Trust, and the Related
Documents, and (2) the liens and security interests-greated by this Deed of Trust as first and priar liens on the
Property, whether now owned ar hergafter acquired” by-Grantor. Unless prohibited by law or Lender agrees to the
contrary in writing, Grantor shat reimbu:rsa' LEnde_r. for all costs and expenses incurred in connection with the

matters referred to in this paragraph. '

Attorney-in-Fact. 1§ Grantor Fails to do any af the things referred to in the preceding paragraph, Lender may do so
far and in the name of Grantor and at Grantor/s*expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, tiling, recording, and doing all
other things as may be necessary or desirable, ‘in‘Lender's solé “opinion, to accomplish the matters referred to in
the preceding paragraph. ' A

FULL PERFORMANCE. If Grantor pays all the Indebtedness whHen due;, and otherwise performs all the obligations
imposed upon Grantor under this Deed of Trust, Lender shill execute and deliver to Trustee a reguest for full
reconveyance and shall execute and deliver to Grantor suitable statemams of termination of any financing statement on
file evidencing Lender's security interest in the Rents and thePérsonal Property. Any reconveyance fee shall be paid by
Grantor, if permitted by applicable faw. The grantee in any reconveyahce-itiay.be described as the “person or persong
legally entitfed thereto”, and the recitals in the reconveyance of any matters-prfacts shall be conclusive proof of the
truthfulness of any such matters or facts. £ L

EVENTS OF DEFAULT. Each of the following, at Lender's option, sri)ali constitu_:tef'an Event of Default under this Deed
af Trust: &7

Payment Default. Grantor fails to make any payment when due undér'tHe__LnEi_gbtedngss.

Other Defaults. Grantor fails to comply with or to perform any 6t'h'er__}.1érm. 'd'b[iéation, covenant or condition
contained in this Deed of Trust or in any of the Related Documents or to;comply’;with or to perform any term,
ohligation, covenant or condition contained in any other agreement betwegen Lender and Grantor.

Compliance Default. Failure to comply with any other term, obligation}; covenant ar candition contained in this
Deed of Trust, the Note or in any of the Related Documents. (O

Default on Other Payments. Failure of Grantor within the time required by thié“De@d“:"o___f_.s'l"rust ta make any payment
fof taxes or insurance, or any other payment necessary to prevent filing of or to effegt discharge of any lien.

Faise Statements. Any warranty, representation or statement made or furnr‘éhgd to L ”ﬁder‘ by Grantor or on
Grantor's behalf under this Deed of Trust or the Related Documents is false or misleading iri any-“tnaterial respect,
either now or at the time made of furnished or becomes false or misleading at any time t_h&reajt'ér.

Defective Collateralization. This Deed ot Trust or any of the Related Documents ceases to.be in full force and
etfect (including failure of any collateral document 1o create a vafid and petfected security. interést or-ien) at any
time and for any reason. R e

Death of Insolvency. The dissolution of Grantor's (egardless of whether election to comMipugis fade}), any
member withdraws from the limited liability company, or any other termination of Grantor's existence as & going
business or the death of any member, the insolvency of Grantor, the appointment of a rec_ei‘ve,r'“for_..ah\,_r~pért of
Grantor's property, any assignment for the benefit of creditors, any type of creditdr” workout, or "-Kt'he
commencement of any proceeding under any bankruptcy or insolvency laws by or againgt Grantar.+" Lo

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceaedings, whether by judicial,
proceeding, self-heip, repossession or any other method, by any creditor of Grantor or by any goverpmental-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 not apply if there js a-good faith 7
dispute by Grantor as to the validity or reasanableness of the claim which is the basis of the creditor or forfeityre’

proceeding and it Grantor gives Lender written notice of the creditor or forfeiture proceeding and deposits with .
Lender monies of a surety bond for the creditor or forfeiture proceeding, in an amaount determined by Lender, in its™

sole discretion, as being an adequate reserve or band for the dispute. E

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Gramor, afd
Lender that is not remedied within any grace period provided therein, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or later.
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DEED OF TRUST
{Continued) Page 7

: ___.--dbl_ig'iétions to Notify. Trustee shall not be obligated to notify any other party of a pending sale under any other
i st deed or lien, or of any action ar proceeding in which Grantor, Lender, or Trustee shall be a party, unless
;reguired by applicable law, or unless the action or proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications reguired for Trustee under applicable law. In addition to the rights
and remedies st forth above, with respect to all or any part of the Property, the Trustee shall have the right to
'ifoteclose by notice and sale, and Lender shall have the right 1o foreclose by judicial foreclosure, in either case in
accardance with and to the full extent pravided by applicable law,

Suecessor Trustes. Lender, at Lender's option, may from time to time appoint 8 successor Trustee to any Trustee
appainted under this -Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the
office of-thesrecorder 'of SKAGIT County, State of Washingtan. The instrument shall contain, in addition to all
ather mattérs required-by state law, the names of the original Lender, Trustee, and Grantor, the baok and page or
the Auditor's File' Numbier where this Deed at Trust is tecorded, and the name and address of the successor
trustee, and the instrument shalt be executed and acknowledged by Lender ar its successors in interest. The
suCCessor trustee, “without conveyance of the Property, shall succeed 1o all the title, power, and duties conferred
upon the Trus;_ee' i this Deed of Trust and by applicable law. This procedure for substitution of Trustee shall

gevern o the exclusion of al-Gther provisions for substitution.

NOQTICES. Subject to applicable law, and except for notice required or allowed by law to be given in another manner,
any notice required to be given under this Deed of Trust, including without limitation any notice of default and any
notice of sale shall be giv_gn"in: ‘writing, and shall be effective when actually delivered, when actually received by
telefacsimile {unless otherwise required by law), when deposited with a nationally recognized overnight 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 natices of foreclosure from the holder of
any lien which has priority over fthis Deed at Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of Trust. Any parly may change its.address for notices under this Deed of Trust by giving formal written
notice to the other parties, spacifying that the ‘purpose of the notice is to change the party's address. For natice
purposes, Grantor agrees to keep-Lepder informied 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 another manner, if there is more than one Grantor, any
natice given by Lender to any Grantor.is deemed tg be natice given to all Grantors.

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

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understanding and
agreement of the parties as 1o the matters setforth in this Deed of Trust. Ne alteration of or amendment to this
Deed of Trust shall be effective unless given jn writing and signed by the party or parties sought to be charged or
bound by the alteration or amendment. ; R

Annual Reports. 'f the Property is used:for ﬁurpﬁses other than Grantor's residence, Grantor shall furnish to
Lender, upon request, a certified statement ¢f:fiet operating income received from the Property during Grantor's
previous fiscal year in such form and detail “as*Lender shall require. "Net operating income” shall mean all cash
receipts from the Property tess all cash expenditurgs made in connection with the operation of the Property.

Caption Headings. Caption headings in this Dée_d"' of Trust a__re""'for convenience purposes only and are not to be
used 1o interpret or define the provisions of this Deed of Trust. ..

Merger. There shall be na merger of the interest or estaté:'gréated__ﬁy this Daed of Trust with any other interest oy
estate in the Property at any time heid by or for the benefit of Lender in any capacity, without the written consent
of Lender. o E

Choice of Venue. If there is a lawsuit, Grantor agrees upon-Cender's, request to submit ta the jurisdiction of the
courts of SKAGIT County, State of Washington. EPIE e

No Waiver by Lender. Lender shall not be deemed to have waivad any rights.under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or ommission on the part of Lender in exercising any right
shall operate as a waiver of such right ar any other right. A waiver by Lepder of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender's right otherwisg tosdemand strict corpliance with that
provision or any other provision of this Deed of Trust. No prior ‘waive by.<L.ender, nor any course of dealing
between Lender and Grantor, shall constituie 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 requirgd under this Deed of Trust, the granting
of such consent by Lender in any instance shall not censtitute coninuing consent to subseguent instances where
such consent is required and in all cases such consent may be granted or, withheld i the sole discretion of Lender.

Severability. |f a court of competent jurisdiction finds any provision of this Deed of Trust.to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not make theoffending” provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the offending provision shall be considered modified so
that it becomes legal, valid and enforceable. if the offending provision caringt’ be so modified, it shall be
considered deleted from this Deed of Trust. Unless otherwise required by’ law, the.afi'lleg‘ality, invalidity, or
unenfarceability of any provision of this Deed of Trust shall not affect the legality, validity ar enfgrceability of any
other provision of this Deed of Trust. et G

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on"tra'nsfgr of<Grantor's interest,
this Deed of Trust shall be binding upon and inure to the benefit of the parties, their s‘yc‘.cesﬁst’)rs‘ and assigns. |f
ownership of the Property becomes vested in a person other than Grantor, Lender, without natice te-Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension withaut releasing Grantor fram the cbligations of this Deed of Trust or liahility under the indebtedness.

Time is of the Essence. Time is of the essence in the perfarmance of this Deed of Trust.

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits 'of the héfﬁesf@ad
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust. = o5 0% R0

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Deed of,
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amaunts in fawful money
of the United States of America. Words and terms used in the singuiar shall include the piural, and the piural shall j'
include the singular, as the context may require. Words and terms not otherwise defined in this Deed of-Trusi shall
have the meanings attributed to such terms in the Unitorm Commercial Code: ]

Beneficiary. The word "Beneficiary” means Whidbey lsland Bank, and its successors and assigns. .

Borrower. The word "Borrower” means GRANITE HOLDINGS, L.L.C. and includes all co-signers and 00~maké'r's;:__.."‘ '
signing the Nate 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 security interest provisions relating to the Personal Property and .~
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DEED OF TRUST
{Continued) Page 9

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF

COUNTY OF ( '

On this R oo day of i , 20 05 , before me, the undersigned
Natary Public,-persenally appesred ROBERT H RUBY, Manager of GRANITE HOLDINGS, L.L.C., and personally known to
me or proved to me an the basis of satisfactory evidence to be a member or designated agent af the limited Hability
company_that executed the Deed of Trust and acknowledged the Deed of Trust to be the free and voluntary act and
de T théNimited lability:company, by authority of statute, its articles of arganization or its operating agreement, for

uses and) purpases thergin mentioned, and on path stag&i } at he or she is authorized to execute this Deed of Trust

behalf of t\ i %ﬂi}y/company.
¢ \\ P\ ey 6’ " /
I~ ? 3 \\%\-&\gszow £ 4-;?< 6\{2’ Residing at gg{/ M@D d

e (e 4
o . @L My commission expires -

REQUEST FOR FULL'RECONVEYANCE
Tor s e " Trustee

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

Beneficiary:
By:
Its:

Date:
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