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“LAND TITLE.OF SKAGIT COUNTY

V""=..::""--_CONSTRUCTION DEED OF TRUST

DATE: May 7, 2007

Reference # (if apphcable} 125717 S Additional on page
Grantor{s}:
1. BBM PROPERTIES LLC

Grantee(s)
1. Whidbey Island Bank .
2. LAND TITLE COMPANY Burllngton Trustee

Legat Description: PARCEL "C", B D M BINDING SITE PLAN, AF #200505260114
o Additional on page 9

Assessor's Tax Parcel ID#: 8051009;003‘-"@.000

THIS DEED OF TRUST is dated May 7. 2007, among-BDM PROPERTIES, LLC.; a Washington
Limited Liability Company ("Grantor"}); Whidbey Island. Bank, whose mailing address is CL
SKAGIT -1, 321 SE PIONEER WAY, P.0. BOX 1589, OAK HARBOR, WA 98277 (referred to
below sometimes as "Lendetr” and sometlmes as "Beneficiary"); and LAND TITLE
COMPANY-Burlington, whose mailing address is: 111 E GEORGE HOPPER ROAD, BURLINGTON,
WA 98233 (referred to below as "Trustee"). S
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DEED OF TRUST
(Continued) Page 3

"sgie-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, installment sale contract,
{lang“contract, ¢ontract for deed, leasehold interest with a term greater than three {3) years, lease-option cantract, or by
sale, @ssignment,:or transfer of any beneficial interest in or to any land trust halding 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;, transter alse includes any change in ownership of more than twanty-five percent (25%) of the vating
stack, ‘partnership:interests or limited liability company interests, as the case may be, of such Grantor. However, this
optioh_sha_l__l__ndt be exsrcised by Lender if such exercise is prohibited by federal law or by Washington law.

TAXES' AND LIENS. The following provisions relating to the taxes and liens on the Property are part of this Deed of
Trust: T

Payment. Grantar shatl pay when due (and in all events prior to delinquency} all taxes, special taxes, assessments,
charges {including: water-and sewerl, fines and impositions levied against or an account of the Property, and shall
pay when due all claims for work dene on or for services rendered or material furnished to the Praperty. Grantor
shall maintain the Propérty free of all liens having priority over or equal to the interest of Lender under this Deed of
Trust, except fof the Jien of:taxes and assessments not due and except as otherwise provided in this Deed of
Trust. A

Right to Contest. Graritdr 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 jeopardized. If a lien arises or
is filed as a result of noinpayment. Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed,
within fifteen (15) days after-Grantér, has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender’cash ora sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to dischargé the lien plus any costs and attorneys’ fees, or other charges that could accrue as a
result of a foreclosure of sale undey the lien. n any contest, Grantor shall defend itself and Lender and shall
satisty any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety band-furnished in the contest proceedings.

Evidence of Payment. Granitr sh%i! up'qn demand furnish to Lender satisfactary evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written
statement of the taxes and assessments against the Property.

Notice of Construction. Grantor shall-hotify-Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials. afe supplied 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 satisfactary<to.Lender that Grantor can and will pay the cost of such
improvements. Lo T

PROPERTY DAMAGE INSURANCE. The followmg,_prq_vi‘éions relating to insuring the Property are a part of this Deed of
Trust. i

Maintenance of Insurance. Grantor shall précure and maintain policies of fire insurance with standard extended
caverage endorsements on a replacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any cdinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such
coverage amounts as Lender may request with Trustee and-Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantor shall .mairitain 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 accepiable to-Lender and issued by a company or coempanies
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender from time to time the
policies or certificates of insurance in form satisfactory to Lendér, including. stipulations that coverages will not be
cancelled or diminished without at least ten (10) days prior writfen-hotice to Lender. Each insurance policy also
shall include an endorsement providing that coverage in favor of Lender will;ngt be impaired in any way by any act,
omission or default of Grantar or any other person. The Real Property is or will be located in an area designated by
the Directar 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 on the property securing the loan, up to the maximum_policy-limits-set under the National Flood
Insurance Program, or as otherwise required by Lender, and to maintain such instifance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property if the
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails to do
so within fiftean {15) days of the casualty. Whether or not Lender's security is impaired;-Lender may, at Lender's
election, receive and retain the proceeds of any insurance and apply-thé proceeds 16 the reduction of the
Indebtedness, payment of any fien affecting the Property, or the restoration and repair, of the Property. If Lender
elects to apply the procesds to restoration and repair, Grantor shall repair or replacé the damaged or destroyed
Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory, proof of such expenditure, pay
or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if:Grantor is not in default
under this Deed of Trust, Any proceeds which have nat bgen disbursed within:] 80.days" after their receipt and
which Lender has not cemmitted 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
ta the principal balance of the Indebtednass. |f Lender holds any proceeds after”payment in full of the
indebtednass, such proceeds shall be paid without interest to Grantor as Grantor's interésts may appear.:.

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year, ‘Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) the name of theinsurer: {2) the risks
insured; {3) the amount of the policy; {4} the property insured, the then current replacemient valug of-such
property, and the manner of determining that value; and (5) the expiration date of the policy:. Grantpy shalf, upon
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement.cest
of the Property. S

LENDER'S EXPENDITURES. ¥ any action or proceeding is commenced that would materially affect Lerider’s intarest in":
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documients, including
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor is required 10 discharge of pay
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to).take: ,,._
any action that Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, security .~
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 to the date of repayment by’
Grantor. All such expenses will become a part of the Indebtedness and, at Lender's option, will {A) be payable on
demand; (Bl be added to the balance of the Note and be appertioned among and be pavable with any installment
payments to become due during either (1) the term of any applicable insurance policy; or (2) the remaining term of -

A
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DEED OF TRUST
{Continued) Page 5

¢ < Documents, and (2) the liens and security interests created by this Deed of Trust as first and prior liens on the

¢ 'Properwl whether now owned of hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
~‘contiary in:,writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
" matters referred to in this paragraph.

Attorney -in-Fact. |f Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so
{or and in the‘name of Grantor and at Grantor's expense. For such purpases, Grantar hereby irrevocably appoints
L.ender as Grantor s attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
other: thmgs as.may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
the- precedrng paragraph

FULL PERFORMANCE “If-Grantor pays all the Indebtedness when due, and otherwise performs all the abligatians
imposed upon Grantor Onder this Deed of Trust, Lender shall execute and deliver to Trustee a request for fuil
reconveyance and shall execite and deliver to Grantor suitable statements of termination of any financing statement on
file evidencing Lender's security interest in the Rents and the Personal Property. Any reconveyance fee shall be paid by
Grantor, if permitted by ‘applicable law. The grantee in any reconveyance may be described as the "person or persons
legaily entitied thereto”, and the tecitals in 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 censtitute an Event of Defauit under this Deed
of Trust:

Paymaent Deafault. Granter fai'ls to -make any payment when due under the Indebtedness.

Other Defauits. Grantor falls ta’ complv with or to perform any other term, obligation, 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,
obligation, covenant or candmon contamed in any other agreement between Lender and Grantor.

Compliance Default. Fallure 1o comply with any other term, obligation, covenant or condition contained in this
Deed of Trust, the Note orin any of the: Related Documents.

Default on Other Payments. Farlure ot Grantor within the time required by this Deed of Trust to make any payment
far taxas or insurance, or any other payment necessaw to prevent fiting of or to effect discharge of any lien.

False Statements. Any warranty, representatron or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Deed of Trust, o the Related Documents is false or misleading in any material respect,
either now or at the time made or furnished or becomes false ar misleading 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 valid and perfected security interest or lien} at any
time and for any reason. .

Death or Insolvency. The dissolution of Grantors {regardless of whether election to continue is madel, any
member withdraws from the limited hability“company, or any other termination ot Grantor's existence as a going
business or the death of any member, the insolyency of Grantor, the appointment of a raceiver for any part of
Grantor's property, any assignment for thé benefit of creditors, any type of creditor workout, or the
commencement of any proceeding under any bankruptcy or msolvencv laws by or against Grantor.

Craditor or Forleiture Proceedings. Commencement of fDrec!OSure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other method; by any r:redrtor 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 DPefault shall not apply if there is a good faith
dispute by Grantor as to the validity or reasonableness of the clalm which is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lender written notice of'the cfeditar or forfeiture proceeding and deposits with
Lender monies or a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dlspute

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Granter and
Lender that is not remedied within any grace period provided therein, including without limitation any agreement
goncerning any indebtedness ar ather obligation of Grantor to Lender whether existing now or later.

Events Affecting Guarantor. Any of the preceding events uccurs wrth respect o any Guarantor of any of the
Indebtedness or any Guarantar dies or becomes incompetent, or revokes.or disputes the validity of, or liability
under, any Guaranty of the Indebtedness. In the event of a death, Lender at its optron may, but shall not be
required to, permit the Guarantor's estate to assume unconditionally the obllgatlons arlsrng under the guaranty in a
manner satisfactory to Lender, and, in doing so, cure any Event of Default,

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

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is curable and if Grantor has not been given a natice
of a breach of the same provision of this Deed of Trust within the preceding Twelve. 112) months it may be cured if
Grantor, after receiving written notice from Lender demanding cure of such default: 1) cores'the default within
ten {10} days; or (2} if the cure requires more than ten {10} days, immediately initiates steps’ ‘which Lender deems
in Lander's sole discretion to be sufficient to cure the default and thereafter continues and completes all® reasonable
and necessary steps sufficient to produce compliance as soon as reasonably practical. G E

RIGHTS AND REMEDIES ON DEFAULT. I an Event of Default occurs under this Deed of Trust; at any tlme thereafter
Trustee or Lender may exercise any cne or more of the following rights and remedies: ; :

Election of Remedies. Election by Lender to pursue any remedy shali not exclude pursuit of any other rernedv, and
an election 10 make expenditures or to lake action to perform an obligation of Grantor under this Deed of Trust,
after Grantar's failure to perform, shall not affect Lender's right to declare a default and exercise iis remedles E

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness rmmedlately
due and payable, including any prepayment penalty which Grantor would be required to pay. . :

Foreclosure. With respect to all or any part of the Real Praperty, the Trustee shall have the right to exercrs ".its;:-'
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by 1ud|c|al e
foreclosure, in either case in accardance with and to the full extent provided by applicable law. L

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the nghts and_.:-"
remedies of a secured party under the Uniform Commercial Code. .

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the
Property and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and

o7 0 |mCIJ| w
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DEED OF TRUST
{Continued) Page 7

_agireer’hem of the parties as 1o the matiers set forth in this Deed of Trust. No alteration of or amendment to this
“Deed of Trust shall be effective unless given in writing and signed by the party or parties sought to be charged or
~bound by the alteration or amendment.

Anntial Reports. i the Property is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upoh Tequest, a certified statement of net aperating income recelved from the Property during Grantor's
previous fisk:a__} year in such form and detail as Lender shall require. "Net pperating income” shall mean all cash
receipis _f__rémﬁthe:_:fj’roperty less all cash expenditures made in connection with the operation of the Praperty.

Cap_tfi' 'tlaéd_i' gs “Caption headings in this Deed of Trust are for convenience purposes only and are not to be
used 0 inte_r{irerdt_ define the provistons of this Deed of Trust.

Marger...-"ruher'e shall*be: no merger of the interest or estate created by this Deed of Trust with any ather interest or
estate in_the Property’at.any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender. : o

Choice of Venue__=_:.~ﬁ"'t_hére_ Ys a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of SKAGIT County, Btate of Washington,

No Waiver by Lender. . Lender shall not be deemed to have waived any rights under this Deed of Trust uniess such
waiver is given in writing and“signed by Lender. No delay or omission on the part of Lender in exercising any right
shall operate as o waiver of suih right or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or gonstitute g waiver of Lender's right otherwise to demand strict compliance with that
provision or any other provision of “this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lander and Grantof, shill 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 Deed of Trust, the granting
of such cansent by Lender i any instance shall not constitute continuing consent to subsequent instancas where
such consent is required and.in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. If a court of comipétent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstantce, -that finding shall not make the offending provisicn illegal, invalid, or
urenforceable as 10 any other circlimstance. If feasible, the offanding provision shall be considered medified so
that it becomes lagal, valid and enfarceable: ™, If the offending provision cannot be so modified, it shall be
considered deleted from this Desd of-Trust, Unless otherwise required by law, the illegality, invaiidity, or
unenforceability of any provision of this Degd of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust: ’

Successars and Assigns. Subject to any'limifations $fated in this Deed of Trust on transter of Grantor's interest,
this Deed of Trust shall be binding upon_ and inure to-the benetit of the parties, their successors and assigns. |If
ownership of the Property becomes vestet:in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with reference to.this Deed of Trust and the Indebtedness by way of forbearance or
extensian 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 essené'é_ ih the performance of this Deed of Trust.

Waiver of Homestead Exemption. Grantor herehy releases and-waives all rights and benefits of the homestead
exemption laws of the State of Washingion as to all Indebtedniess secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the foltowing meanings when used in this Deed of
Trust. Uniess specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money
of the United States of America. Words and terms used‘inithe singular shal! include the plural, and the plural shall
include the singular, as the context may reguire. Words ang terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Coder

Beneficiary. The word "Beneficiary” means Whidbey Island Bénk‘-‘gnd'“iis"sué(_:essors and assigns.

Borrower. The word "Borrower™ means BDM PROPERTIES, LLC. and includeé; all co-signers and co-makers signing
the Note and all their successors and assigns. i

Deed of Trust. The words "Deed of Trust” mean this Deed of__Trust. -am_ci'ng Grantor, Lender, and Trustee, and
includes withaut limitation all assignment and security interest provisions refating, to the Personal Property and
Rents. .

Default. 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 setforth in this Deed of Trust in
the events of detault section of this Deed of Trust. L e T

Grantor. The word "Grantar™ means BDM PROPERTIES, LLC..

Guarantor. The word "Guarantor” means any guarantor, surety, or accommodation party-&f any or all of the
lndebtedness. 1 i

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lender, incloding without limitation a
guaranty of all or part of the Note. o

Improvements. The word "Impravements” means all existing and future improvemen| 'j':_b_d'i‘lgihgs, structures,
mobile homes aftixed on the Real Property, facilities, additions, replacements and other constraction.-on the Real

Property.

lndebtedness. The word "lndebtedness” means all principal, interest, and other amounts, costs apd expenses
payable under the Note or Related Documents, together with all renewals of, extensions” of . mpdifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts experded or advanced by
Lender to discharge Grantor's obligations or expenses incurred hy Trustee or Lender to.“enforce sGrantor's
abligations under this Deed of Trust, together with interest on such amounts as provided in this Deed of Trust..

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

Note. The word "Note" means the promissory note dated May 7, 2007, in the original principal amount of -
$2,588,000.00 from Grantor to Lender. together with all renewals of, extensions of, modifications of, .
refinancings of, consolidations of, and substitutions for the promissory nate or agreement. NOTICE TQ'GRANTOR:-
THE NOTE CONTAINS A VARIABLE INTEREST RATE. oA i

Personal Property. The words "Personal Property™ mean all equipment, fixtures, and other articles of persbnai’™
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property;
together with all accessions, parts, and additions to, all replacements of, and alt substitutions for, any of suech

property; and together with all issues and profits thereon and proceeds (including without limitation all insurance

proceeds and refunds of premiumns) from any sale or other disposition of the Property.
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- Schedule “A-1” 125717-8

-+ DESCRIPTION:

Parcel “C”, “B-D-M Binding Site Plan”, approved May 23, 2005, recorded May 26, 2005 under Auditor’s
File.No.-200505260114, ali records of Skagit County, State of Washington being a portion of the
Southwest % of the Northwest % of Section 8, Township 34 North, Range 4 East, W.M.;

Skagit County, State of Washington;

TOGETH.EI.{= WITH that30 foot wide, non-exclusive easement for ingress, egress and utilities as granted
by that deed recorded:December 12, 2005 under Skagit County Auditor’s File No. 200512300214,

AND ALSO TOGETHER WITH that 30 foot wide, non-exclusive mutually beneficial easement for
ingress, egress and utilities, as granted by that deed recorded January 9, 2006 under Skagit County
Auditor’s File No. 200601090101 (said instrument being a re-record of that deed recorded under Skagit
County Auditor’s File No. 200502010121).

Situate in the City of Burlington, Couhty of Skagit, State of Washington.

n
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