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FIRST AMERICAN TITLE CO.
DEED OF TRUST Q43 -2

DATE: July 5, 2007
Reference # (if appllcable} Additional an page

Grantor(s}:
1. PADILLA F’ROPERTIES LLC

Grantee(s) e
1. PEOPLES BANK _
2. First American Tltle Co of Skaglt County, Trustee

Legal Description: SECTION 32 TOWNSHIP 34 RANGE 4; PTN. NW NW (AKA TRACT B,
SHORT PLAT NC. 16-73) :
Additional on page 2

Assessor's Tax Parcel ID#: 340432—=2,i02-2"-'0206,- P%b?-"‘l

THIS DEED OF TRUST is dated July 5, 2007; among PADILLA PROPERTIES, LLC, A
WASHINGTON LIMITED LIABILITY COMPANY, Whoée‘-gddress is 3921 SENECA DR, MOUNT
VERNON, WA 98273-9148 ("Grantor"); PEOPLES BANK, whose mailing address is MOUNT
VERNON OFFICE, 1801 RIVERSIDE DRIVE, MOUNT VERNON WA 98273 (referred to below
sometimes as "'Lender” and sometimes as "Beneﬂcmry"l and-First American Title Co. of Skagit
County, whose mailing address is 1301-B Riverside Drlve Nlount Vernon, WA 98273 (referred
to below as "Trustee}. S :
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DEED OF TRUST
Loan No: 5031775-202 {Continued) Page 3

with:o'u't_.l_-é'nder's prior written consent, of ail or any part of the Real Property, or any interest in the Real Property. A
i"sale or transfer” means the conveyance of Real Property or any right, title or interest in the Real Property; whether
I legaf, beneficial ar equitable; whether voiuntary or inveluntary; whether by outright sale, deed, installment sale contract,
sland gontract; contract for deed, leasehold interest with a term greater than three {3} vears, lease-option contract, or by

'sale_,fassignment,"or transfer aof any beneficial interest in or to any land trust holding title to the Real Property, ar by any

other method of conveyance of an interest in the Real Property. If any Grantor is a corporation, partnership ar limited

liability comparty,‘transfer also lncludes any change in ewnership of more than twenty-five percent {25%;} of the voting
stock, "p_artn_efship interests or limited liability company interests, as the case may be, of such Grantor. However, this
optiori-ghall net be:exefcised 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:

Payment. Grantor shal:pay when due (and in all events prior to delinquency} all taxes, special taxes, assessments,
charges (including water and sewer}, fines and impositions levied against or on account of the Property, and shall
pay when due all.¢laims. for work done on or for services rendered or material furnished to the Property. Grantar
shall maintain the _Rroperfy free of ali liens having priority over or equal to the interest of Lender under this Deed of
Trust, except:'fqr"the dien ‘gf taxes and assessments not due and except as otherwise provided in this Deed of
Trust. Tuoi

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute aver the obligation £o pay,. 5o long as Lender's interest in the Property is not jeopardized. i a lien arises or
is filed as a result q.f’“'n_gnpgyrnent, “Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed,
within fifteen (15} days afier.Grantor: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 satistactory 1o Lender in an
amaount sufficient to dischafge the ijen plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclosure or sale under‘the.lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgmient-before enforcement against the Property. Grantor shall name Lender as an additional
ohligee under any surety bond fuinishéd ifi the contest proceedings.

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

Notice of Construction. Grantor shaltnatify’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 on account ‘of the wark, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances:satisfagtory-to Lender that Grantor can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The following ;:ifbvisions relating to insuring the Property are a part of this Deed of
Trust. EAY

Maintenance of Insurance. Grantor shall procure and maintaip policies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full insdrable value cavering all Improvements on the Real
Property in an amount sufficient to avoid application of any coingurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and‘maintaity éomprehensive general liability insurance in such
coverage amounts as Lender may request with Trustee 4nd Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as'i-!_ender,_rﬁay"reasonably require. Policies shall be written in
form, amounts, coverages and basis reasonably acceptablé ta-Lender.and issued by a company or companies
reasonably acceptable to Lender. Grantor, upon requesi ef-Lender, will*deliver to Lender from time to time the
policies or certificates of insurance in form satisfactory to Lender, .int:luding'___stipulations that coverages will not be
cancelled or diminished without at least thirty (30) days prior wriften notice to Lender. Each insurance policy also
shall include an endarsement providing that coverage in favor of Lender will pot be impaired in any way by any act,
omission or default of Grantor or any other parson. The Real Pioperty is.-dr :\fvill be located in an area designated by
the Director of the Federal Emergency Management Agency as a spéciaf 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: Ii'rﬁit;; set under the National Fiood
Insurance Program, or as otherwise required by Lender, and to maintain sugh insurande for the tarm of the loan.

Application of Proceeds. Grantor shali promptly notify Lender of any Ioss: or damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen {15} days &f the casualty.-Whether or not Lender's
security is impaired, Lender may, at Lender's election, receive and retain-the proceeds Qf’any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affécting-the-Property, ar the restoration
and repair of the Praperty. If Lender elects to apply the proceeds to restoration:'an_d""repair,_.Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory t6 Lendef :Lender shall, upan
satisfactory proof of such expenditure, pay or reimburse Grantor from the procgeds _‘fo"r_th'e reasonable cost of
repair or restoration 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 Lander has not committed to.the répair or restaration of
the Property shall be used first to pay any amount ewing to Lender under this Deed of Trdsy,theh to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Indgbtedriess. |f Lender holds
any proceeds after payment in fuli of the indebtedness, such proceeds shall be paid withdut interest 16 Grantor as
Grantor's interests may appear. L

Grantor's Report on Insurance. Upon request of Lender, however not maore than once a year, Grantor shall furnish
to Lender a report an each existing policy of insurance showing: (1) the name of the inglrer] (27 the risks
insured; (3] the amount of the policy; (4) the property insured, the then current replaggment, valug “ofsuch
property, and the manner of determining that value; and (5) the expiration date of the policy. Grantgr shail; Upon
request of Lender, have an independent appraiser satisfactory to Lender determine the cash valug replacefment.gost

of the Property. _ »
LENDER'S EXPENDITURES. If any acticn or proceeding is commenced that would materially affect Leﬁdé'rfs interest i :..:

the Property or if Grantar fails to comply with any provision of this Deed af Trust or any Related Docume(_ﬁs, includihg’
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge of pay

under this Deed of Trust or any Related Documents, Lender on Grantar's behalf may {but shall not be obligated to) fake

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 casts for instring,
maintaining and preserving the Property. All such expenditures incurred or paid by Lender far such purpases will then
bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repaymént by
Grantor. All such expenses will become a part of the Indebtedness and, at Lender's option, will (A} be payable on
demand; (B) be added to the balance of the Note and be apportioned armong and be payable with any installment,

WP
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DEED OF TRUST

" Loan No: 5031775-202 {Continued) Page &

_:,perfect continue, or preserve (1)  Grantor's obligations under the Note, this Deed of Trust, and the Related
.+ Décuments, and {2) the liens and security interests created by this Deed of Trust as first and prior liens on the
. ~--Pr0perty, whether now owned ar hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary- an=writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
3matters refarred to in this paragraph.

i Attorney- m Fact. If Grantor fails to do any of the things refaried to in the preceding paragraph, Lender may do so
:k_for and if the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lenderas Grantor s attorney-in-fact far the purpose of making, executlng delivering, filing, recording, and deing ail
ather things.as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
the precedrng paragraph

FULL PERFBRMANCE If Grantor pays all the Indebtedness when due, and otherwise parforms all the obligations
imposed upen Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for fuil
reconveyance and shiall execute and deliver to Grantor suitable statements of termination of any financing statement on
file evidencing Lender's securrty interest in the Rents and the Persanal Property. Any reconveyance fee shall be paid by
Grantor, if permitted” bv applrcable taw. Tha grantee in any reconveyance may be described as the "person or persans
legally entitled theretcr" and the-recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any<guch matters ar facts

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

Payment Default. G-fr_an-tbr f-a"ila:____ta rr_té-k_e any payment when dug under the Indebtedness.

Other Defaults. Grantor fails to carnply with or to perfarm any other term, obligation, covenant or condition

contained in this Deed af Trust or inany of the Related Documents or to comply with or to perform any term,
pbligation, covenant or condmon contarned in any ather agreement between Lender and Grantor.

Compliance Default. Farlure to-_r_:omp_ly vith any other term, obligation, covenant or condition contained in this
Deed of Trust, the Note or in"any of-the.Related Documents.

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

False Statements. Any warranty, representatton or statement made ar furnished to Lender by Grantor or on
Grantor's behalf under this Deed of Trust.or the Related Documents is false or misleading in any materizl respect,
either now or at the time made or turnlshed aF becomes false or misleading at any time thereafter.

Defective Collateralization. This Deed of Trust ar any of the Related Documents ceases to be in full foree and
effect lincluding failure of any collataral document to create a valid and perfected security interest or lien} at any
time and for any reason. . ;

Death or Insoclvency. The dissolution of Grantors (regardless of whether election to continue is made). any
member withdraws from the limited liability companv‘ ar any other termination of Grantor's existence as a gaing
business or the death of any member, the msolvency of Grafitor, the appointment of a receiver for any part of
Grantor's property, any assignment for the™ benefit of<creditors, any type of creditor workout, or the
commencement of any proceeding under any bankruptcy or insé‘lvéncy laws by cr against Grantor,

Craditor or Forfeiture Proceedings, Commencement. of ferec'.osure or forfeiture proceedings, whether by judicial
proceeding, self-help, repassession ar any other method;, by any credltor of Granter or by any governmentai agency
against any property securing the Indebtedness. This" mcludes a garnishment of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event 6f Default shall not apply if there is a goed faith
dispute by Grantor as ta the validity or reasonableness of the'claif whrch is the basis of the creditor ar forfeiture
proceeding and if Grantor gives Lender written natice of the gregitor of farfeiture proceeding and deposits with
Lender monies or a surety bond for the creditor or forfeiture procgeding, in an amount determined by Lender, in its
scle discretion, as being an adequate resesve or bond for the drspute

Breach of Other Agreement. Any breach by Grantor under the terms of ans} other agreament between Grantor and
Lender that is not remedied within any grace period provided therein, inéluding*without limitation any agreemant
concerning any indebtedness or other obligation of Grantor to Lendét; whet er ax;strng now or later.

Events Affecting Guarantor. Any of the preceding events occurs with resmct to any guarantor, endcrser, surety,
of accommodation party of any of the Indebtedness or any guaranior,; endorser, surety, or accornmodation party
dies or becomes incompetent, or revokes or disputes the validity of, “or liabifity” under, any Guaranty of the
indebtedness. (n the event of a death, Lender, at its option, may, but shall noy be reqguired to, permit the
guarantor's estate to assume unconditionally the ohligations arising under the. guaranty il a manner satisfactory to
Lender, and., in doing 8o, cure any Event of Default. R

Adverse Change. A material adverse change occurs in Grantor's financial condrtron ér Lender believes the

prospect of payment or performance of the indebtedness is impaired.

insecurity. Lender in goad 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 notice
of a breach of the same provision of this Deed of Trust within the preceding twelve {12) rncmths it may be cured if
Grantor, after receiving written notice from Lender demanding cure of such default: {1} cures _the’ default within
fifteen {15) days; or {2} if the cure requires more than fifteen (15) days, immediately initiates steps which |ender
deems in Lender's sole discretion to be sufficient to cure the default and thereafter continugs” and cumpletes all
reasonable and necessary steps sufficient 1o produce compliance as soon as reasonably practrcai !

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any trme thereafter
Trustee or Lender may exercise any ona or mare of the follawing rights and remedies: e

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedv, and
an election to make expenditures or to take action to perform an obligation of Grantor under this Deed:of Trust
after Grantor's failure to perform, shail not affect Lender's right to declare a default and exercise its reémedies, :

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebiedness |mmed'ately
due and payable, including any prepayment penalty which Grantor would be required to pay. A

Foreclosure. With respect to all or any part of the Real Praperty, the Trustee shall have the right to exercrse rts‘
power of sale and to forecfose by notice and sale, and lLender shall have the right to foreclose by udrcral_---
fareclosure, in either case in accordance with and to the full extent provided by applicable law. d

UCC Remedies. With respect to all or any part ofi the Personai Praperty, Lender shall have all the rrghta and

remedies of a secured party under the Unifarm Comm mmmmmmm
20070 7m1 Lm!)m!)mémjﬂm
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DEED OF TRUST
e Loan No: 5031775-202 {Continued) Page 7

Amendments. This Deed of Trust, together with any Related Documents, canstitutes the entire understanding and

i agieement of the parties as to the matters set forth in this Deed of Trust. Ne alteration of or amendmant to this

~“Deed of Trust shall be effective unless given in writing and signed by the party or parties sought 1o be charged or
found by the alteration or amendment,

+ Afnual Refpo_ns. f§ the Property is used for purposes other than Grantor's residence, Grantor shall furrish 1o
i Lender, ugor request, a certified staternent of net operating income received from the Property during Grantor's
s previous-fiscal year in such form and detail as Lender shafl require. "Net operating income” shall mean all cash
tecaipts from the Property less all cash expenditures made in connectian with the aperation ot the Property.

Caption H_eadi_ng":s..' Caption headings in this Deed of Trust are for convenience purposes only and are not to be
used 1o interpret or, define the provisions of this Deed of Trust.

Mergerz, ~There shall *Bé}.:._no merger of the interest or estate created by this Deed of Trust with any other interest or
estate in the Property‘atiany time held by or for the benefit of Lender in any capacity, without ihe writien consent
of Lender. R

Governing Law..": Thls Dé"ed‘:._ot Trust will be governed by federal law applicable to Lender and, te the extent not
preempted by federal law. the laws of the State of Washingten without regard to its conflicts of law provisions.
This Deed of Trust has been accepted by Lender in the State of Washington.

Choice of Venue. If the_rf-e'hisei fawsuit, Grantor agrees upon Lender’s request to submit to the jurisdiction of the
courts of SKAGIT County, .State.af Washington.

No Waiver by Lendétr -Eéndér_sh-au___ri'ot be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing/and signed by Lender. No delay or amission on the part of Lender in exercising any right
shall operate as a waiver of such sight or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute @ waivar of Lender's right otherwise to demand strict compliance with that
provision ar any other p'r_o&'fi_s_ion of ‘this'Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Granter, shall co_r'i'st_i.tme a waiver af any ot Lender's rights ar of any ot Grantor's obligations
as to any future transactions? “Wheneyer 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 censent is required and in‘all.éases sucti’consent may be granted or withheld in the sale discretion of Lender.

Severability. |f a court of competent jurisdigtion finds any pravision of this Deed of Trust to be illegal, invalid, or
unanforceable as to any circumstarice,: that Afinding shall not make the offending pravision illegal, invalid, or
unenforceable as to any other circumstarice If feasible, the offending provision shall be cansidered modified so
that it becomes legal, valid and enforéeable, |f the offending provision cannot be so modified, it shall be
considered deleted from this Deed of Trust. " Unfess otherwise required by law, the illegality, invalidity, or
unenforceability of any provision of this Deed-0f Trust shall not affect the legality, validity or enforceability of any
ather provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon and:inure 1o the benefit of the parties, their successors and assigns. if
ownership of the Property becomes vested in a person ather tian Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with reference to this Deed ef Trust and the Indebtedness by way of forbearance or
extansion without releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essence in the pg_rf{)'"rmanc.’é éjf this Deed of Trust.

’j;ry tr

Waiver of Homestead Exemption. Grantor hereby releasés and “vaives all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtednegs secured by this Deed of Trust,

Waive Jury. All parties to this Deed of Trust hereby waive the.Tight to_an n any action, proceeding, or

counterclaim brought by any party against any other pé'r;y.‘-- [lniti::‘l_-l’He‘

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 dellar amqtihts shall mean amounts in lawful money
af the United States of America. Words and terms used in the singuiag shall include the plural, and the plural shall
include the singular, as the context may require. Words and terms ‘not otherwigé defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commaercial Code:

Beneficiary. The word "Beneficiary” means PEOPLES BANK, and its sucégs'ksors andl :éssigns.

Borrower. The word "Borrower” means PADILLA PROPERTIES, LLC'.'aﬁ:d includés: all co-signers and co-makers
signing the Note and all their successors and assigns. o .

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust arhong *Grgn'tq_r,c' Lender, and Trustee, and
includes without limitation all assignment and security interest provisions relating.to the Personal Property and
Rents.

Default. The word "Defauit” means the Default set forth in this Deed of Trust |n the sec: 't;r:_)&'ti'tleg "Defauit”.

Event of Default. The words "Event of Default” mean any of the events of default st forth in
the events of default section of this Deed of Trust. e R

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

Guaranty. The word "Guaranty" means the guaranty from guarantor, endorser, surety,"'or_.acgbﬁ“f'rﬁ :_daljon party to
Lender, including without limitation a guaranty of all or part of the Note.

is:Deed of Trust in

Improverments. The word “Ilmprovements” means all existing and future improvementzé;'b-uilc_i_iﬁgs,, é’%rhgtures,
mobile hames affixad on the Real Praperty, facilities, additions, replacements and other constructign on’theg Real
Property. : ]

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, extensions of,“piodifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts expended; or. advanced by!
Lender to discharge Grantor's abligations or expenses incurred by Trustee or Lender 1o enforcs Graiitor's
obligations under this Deed of Trust, togather with interest on such amounts as provided in this Deed f Trust,
Specifically, without limitation, Indebtedness includes all amounts that may be indirectly secuceéd .Hy ithe .
Cross-Collateralization provision of this Deed of Trust. : E

Lender. The word "Lender" means PEOPLES BANK, its successors and assigns. E

Note. The ward "Note” means the promissory note dated July 5, 2007, in the original principal amount-of
$1356,000.00 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. NOTICE TO GRANTOR:

RN

Skagit County Auditor
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