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THIS DEED OF TRUST is dated August 3, 2007, among FAR NIENTE, LLC, A WASHINGTON
LIMITED LIABILITY COMPANY, whose address is'1625 E FAIRHAVEN AVE, BURLINGTON, WA
98233-2103 ("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 "Beneficiary”); and. Flrst American Title Co. of Skagit County,
whose mailing address is 1301-B Rivarside Drlve Mount Vernon WA 98273 (referred to
below as "Trustes"). : =
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S DEED OF TRUST
_Loan No: 5026002-204 {Continued) Page 3

TAXES A’ND LIENS. The following provisions relating to the taxes and liens on the Property are part of this Deed of
Txust.

Payment “Grantor shall pay when due {and in all events prior 1o delinquency) all taxes, special taxes, assessments,
charges (mc[udmg water and sewer), fines and impositions 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 Property. Grantor
* shall rmaintain the Property frae of all liens having priority over or equal to the interest of Lender under this Deed of
“Trust, except for the lien of taxes and assessments not due and except as otherwise provided in this Deed of
T;ust

nght to Cuntsst Grantor may withhald payment of any tax, assessment, or claim in conpection with a good faith
dispute, over the obhganon to pay, so long as Lender’s interest in the Property is not jeopardlzed If a lien arises or
is filed as’a result of nonpayment, Grantor shall within fifteen {15) days after the lien arises or, if a lien is filed,
within Ffteen t15) day$ after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with” Lander cash or a sufficient carporate surety bond or other security satisfactory to Lender in an
amount sufficient:to. dlscharge the lien plus any costs and attorneys’ fees, or other charges that could accrue as a
result of a foreclosure or sale under the Jien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse 1udgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any suraty bond f‘urmshed in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall suthorize the appropriate governmental official to deliver to Lender at any time a written
statement of the taxes and assessments against the Praperty.

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, materiaimen'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 satlsfactory ta Lender that Grantor can and will pay the cost of such
improvements.

PFROPERTY DAMAGE INSURANCE The foﬂowmg prowsmns relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantp-r-s‘ha!! kprqcure and maintain policies of fire insurance with standard extended
coverage sndorsements on a replacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avaid: appllcatlon of any cainsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shali dlso procure’ dand maintain comprehensive general liability insurance in such
coverage amounts as Lender may request;with Trustee and Lender being named as additional insureds in such
liahility insurance policies. Additionally,: Graruor shall maintain such other insurance, including but not limited to
hazard, business interruption, and boiler msurance as Lender may reasonably require. Poplicies shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender and issued by a company or companies
reasonably acceptable to Lender. Grantor, ‘upon request of Lender, will deliver to Lender from time to time the
policies or certificates af insurance in form satisfactory to Lender, including stipulations that coverages will not be
cancelled or diminished without at least thirty (836} days prior- Anritten notice to Lender. Each insurance policy also
shall include an endorsement providing that coverage in fayar of Lender will not be impaired in any way by any act,
omissian or default of Grantor or any other person. Shotld. the Real Property be located in an area designated by
the Director of the Federal Emergency Management. Ageficy as; a: special flood hazard area, Grantor agrees 1o
obtain and maintain Federal Fload Insurance, if avaifable, within 4% days after notice is given by Lender that the
Property is located in a special flood hazard area, for the “full unpauﬂ principai balance of the loan and any prior liens
on the property securing the loan, up to the maximum policy fimits set.under the National Flaod Insurance Program,
or as otherwise required by Lender, and to maintain such insurance for__fghe term of the loan.

Application of Praceeds. Grantor shall promptly notify Lender of any loss:or. damage to the Property. Lender may
maka proof of loss if Grantor fails to do so within fifteen {1.Sl ‘days of the casualty. Whether or not Lender’s
security is impaired, Lender may. at Lender's election, receiva: ‘and retain thé proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment ol dny liem “affecting the Property, or the restoration
and rapair of the Property, If Lender elects to apply the proceeds to restoration-and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satlsfactory to“. Lender. Lender shall, upon
satisfactory proof of such expendature pay or reimburse Granter from: the' proceeds for the reasonable cost of
repair or restoration if Grantor is not in default under this Deed of Tfust. Any proceeds which have not been
disbursed within 180 days after their receipt and which Lender has not committed to the repair or restoration of
the Property shall be used first to pay any amount owing tc Lender under this Deed of: Trust, then to pay accrued
interest, and the remainder, if any, shall be applied to the principal palahce ‘6f.the |ndebtedness. [f Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall'be paud wathuut interest to Grantor as
Grantor's interests may appear. : :

Grantor's Report on Insurance. Upon reguest of Lender, however not more than ane a year Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) the name of the dinsuter; (2} the risks
insured; (3) the amount of the pelicy; (4) the property insured, the then currént replacefment value of such
property, and the manner of determining that value; and {5} the expiration date of‘the palicy. .Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement cost
of the Property. . .

LENDER'S EXPENDITURES. If any action or proceedmg is commenced that would materially affecf Lender’ s“interest in
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Refated Documeﬁts, including
but not limited to Grantor's failure 10 discharge aor pay when due any amounts Grantor is required to dlscharge .Qr pay
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may {but shall not'be- obligated-1a} 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, fosts Tor., 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 ta the dateofrepayment, by
Grantor. Al 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 apportloned among and be payable with any instaliment
payments to become due during either (1) the term of any applicable insurance palicy; or {2} the remaining term of

the Nate: or (C) be treated as a balloon payment which will be due and payable at the Note's maturity. The. Deed of .7 .
Trust also will secure payment of these amounts. Such right shall be in addition to all other rights and remedle o

which Lender may be entitled upon Default.

WARRANTY; DEFENSE OF TITLE. The following provisions relating 1o ownership 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 fee simple, -

LT
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DEED OF TRUST
" Loan No: 5026002-204 {Continued) Page 5

é'ndér as Grantot's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing alt
< pther things as may be necessary or desirabfe, in Lender’s sele opinion, to accomplish the matters referred to in
“the- precedmg paragraph.

FULL PERFORMANCE. |f Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
|mposed 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 statemant on
fila evidencing: Lender" s security interest in the Rents and the Personal Property. Any reconveyance fee shall be paid by
Granter, it permrtted by applicable faw. The grantee in any reconveyance may be described as the "person or persons
legally entitled thereto” “and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of. any such ‘mattars or facts.

EVENTS OF DEFAULT Eanh of the following, at Lender's aption, shall constitute an Event of Default under this Deed
of Trust; ’

Payment Default. G'r'antﬂr"fails to make any payment when due under the Iindebtedness.

Other Defaults. Gramor fails 1o comply with or 10 perform any other term, abligation, covenant or condition
contained in this’Deed of Tfust or in any of the Related Documents or to comply with or to perform any term,
obligation, covenant or_lcond_!_tton_contamed in any other agreement between Lender and Grantor.

Compliance Default. Fa,ilﬂre.to comply with any other term, obligation, covenant or condition contained in this
Deed of Trust, the Note'or.in a‘r_ny--at_‘the Related Documents.

Default on Other Payrn_ents:.-'r Faiture.of. Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurance, or any-‘bther payment necessary to prevent filing of or to effect discharge of any lien.

False Statements. Any warranty, representataon or statement made aor 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 material respect,
either now or at the time made’ or furnlshed or becomes false or misleading at any time thereafter.

Defective Collateralization. Thrs Deed of Trust or any of the Related Documents ceases t0 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 dlssoiunon of Grantor s (regardless of whether election to continue is made), any
member withdraws from the limited Tiability-‘company, or any other termination of Grantor's existence as a going
business or the death of any member, the isolvency of Grantor, the appointment of a receiver for any part of
Grantor's praperty, any assignment for ihe berefit of creditors, any type of creditor workout, or the
commencement of any proceeding under-fan'y bankruptcy or insolvency laws by or against Grantor.

Craditor or Forfeiture Procaedings. Commencement of foreclosure or forfeiture proceadings, whether by judicial
proceeding, self-help, repassession or any other methad, 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 not apply if there is a good faith
dispute by Grantor as te the validity or reasonahléness of the ¢laim which is the basis of the creditor or forfeiture
proceading and if Grantor gives Lender written notice of the greditor or forfeiture proceeding and deposits with
Lender monies or a surety bond for the creditor or forieiture proceedmg, in an amopunt 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 Grantor and
Lender that is not remeadied within any grace period provided.therein, including without limitation any agreement
concerning any indebtedness or other abligation of Grantdr m_l_._ender,*WHether existing now or later.

Events Affecting Guarantor. Any of the preceding events occlrs with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, of revokes ar disputes the validity of, or lability
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 1o assurne unconditionally the cb'u‘lgat'lons arising under the guaranty in a
manner satisfactory to Lender, and, in doing so, cure any Event uf Defadlt..

Adverse Changa. A material adverse change ogccurs in Grantors fmanc:al condmon or Lender helieves the
prospect of payment or perfoarmance of the Indebtedness s impaired. ; d

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 notice
of a breach of the same provision of this Deed of Trust within the preceding tivelve (12} months, 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} i the cure requires more than fifteen (15} days, immediately initiates steps which Lender
deems in Lender's sole discretion to be sufficient to cure the default and thergafier continues and completes all
reasonable and necessary steps sufficient to produce compliance as soonh as reasonably practlcal

RIGHTS AND REMEDIES ON DEFALULT. [f an Event of Defauit occurs under this Deed: of Trust at any stime thereafter,
Trustee or Lender may exercise any ane or more of the following rights and remedies: :

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and
an election to make expenditures or to take action to perform an obligation of Grantor_ undar th_!s Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a default and éxercise ‘its rei'nei:lies

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

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the: right.: fo &
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by ]udu:]al
foreclosure, in either case in accordance with and to the full extent provided by applicable law.

UCC Remediss. With respect to all or any part of the Personal Property, Lender shall have all the rlghts and
remedies of a secured party under the Uniform Commercial Code. : : f‘

Coflect 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 .
above Lender's costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or” |
other user of the Property to make payments of rent ar use fees diractly to Lender. If the Rents are collected_byl:‘
Lender, then Grantor irrevocably designates Lender as Grantor's artornay-in-fact to endorse instruments recetved_in
payment thereof 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 obligations for which the payments are |
made, whether or not any proper grounds for the demand = *~< lender may exercise its rights under this :

L) Ia"!ﬂﬁ/ﬁlmfﬂi/ﬂ/m
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RS DEED OF TRUST
_Loan No: 5026002-204 (Continued) Page 7

'..-r'e_cei'bts from the Praoperty less all cash expenditures made in connection with the operation of the Property.

_::Caption"-!-l_gadings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be
’ l._;seq te-intarpret or define the pravisions of this Deed of Trust.

:Mei'gar There shall be no merger of the interest or estate created by this Deed of Trust with any other interest or
< gstate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
: of Lender:

‘Govarmng Law Thls Deed of Trust will ba governsd by federal law applicable to Lender and, to the extent not
praempted bv federal law, the laws of the State of Washington without regard to its conflicts of law provisions.
This Deed of Trust has been accepted by Lender in the State of Washington.

Choicé of Venua It:there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts 6f SKAGIT Countv, State of Washington.

No Waiver by Lander “Lender shall not be deemed to have waived any rights under this Deed of Trust unlass such
waiver is given in wrmng 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 prefudice or tonstitite a waiver of Lender's right otherwise to demand strict compliance with that
provision or any othe” pravision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any of Lender's rights or of any of Granter's obligations
as to any future transactions. . Whegnever the ¢onsent of Lender is required under this Deed af Trust, the granting
of such consent by Lender | in any instance shall not constitute continuing consent to subsequent instances where
such consent is required and i all tases such consent may be granted or withheld in the sole discretion of Lender.

Severability. If a court of competent jur|sd|ct|on finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstanée, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any othey. circumstance. |f feasible, the offending provision shall be considered modified sa
that it becomes legal, valid ard enforgéable. |f the offending provision cannot be so modified, it shall be
considered deleted from this Deed 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 Frust. i :

Successors and Assigns. Subject’ o any l|m|tatlons stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shail be binding upen and fhure to the benefit of the parties, thelr successors and assigns. |f
ownership of the Property becomes vested i a persan other than Grantor, Lendar, without notice to Grantor, may
deal with Granter's successars with reference to th|s Deed of Trust and the Indebtedness by way of forbearartce or
extension without releasing Grantor from the obligatlons of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essente in ‘the performance of this Deed of Trust.

Waive Jury. All parties to this Deed of Trust ‘hereby waive the right to. any. jury. trj any action, proceeding, or

counterclaim brought by any party against any other party. {Initial Here

Waiver of Homestead Exemption. Grantor he"ret'éy releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to alfl Indebtedness secured hy this Deed ﬁf';g:yg&k
2,

DEFINITIONS. The foliowing capitalized words and terms shall have the following megnl g,?n
Trust. Unless specifically stated to the contrary, all refergnges to doliar:amounts sJ:\aII e an ;AT
of the United States of America. Words and terms used: if the singular shall ingtude” the gifural, ¥4
include the singular, as the context may require. Words and terms not UthErWlse deflned in t Ls De?d

his Deed of
: ) ful money

[ ral shall
) @st shall

have the meanings attributed to such terms in the Uniform Commercual Coder. = N ﬁ
Beneficiary. The word "Beneficiary” means PEOPLES BANK, and |ts successors and assigng. ™~ :.“E
Borrower. The word “Borrower® means FAR NIENTE, LLC amd mcludes all ico- signers and’ iobimajsg sgﬁmg the

MNote and all their successors and assigns. n

Deed of Trust, The words "Deed of Trust" mean this Deed of Trust’ among Grantor, Lén.ésr,ﬁ nd 'E\?Llstee, and
includes without limitation all assignment and security interest pro\nswns relatmg to the ﬂy[:s‘ena['%’roperty and
Rents. R T

Default. The word "Default” means the Default set forth in this Deed of Trust in the section t|tled "Defautt”.

Event of Dafault. The words "Event of Default” mean any of the events: of default set forth in this Deed of Trust in
the events of default section of this Deed of Trust. 2 .

Grantor. The word "Grantor” means FAR NIENTE, LLC.

Guarantor. The word "Guarantoer™ means any guarantor, surety, or accommodatton party of any or all of the
Indebtednass. Lo

Guaranty, The word "Guaranty™ means the guaranty from Guarantor to Lender, lnCludIr‘Ig wnthout limitation a
guaranty of all or part of the Note.

Improvements. The word "Improvements” means all existing and future mprovemems, bmfdmgs structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and other constructlon on the Real
Property. . 3

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, extensiofis af modifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts expended or-advanced by
Lender to discharge Grantor's obligations or expenses incurred by Trustee or Lender to” enforce’ Grantor's
cbligations under this Deed of Trust, together with interest on such amounts as provided in this Déed" ot Trust,
Specifically, without limitation, Indebtedness includes all amounts that may be |nd|rectlv secured by the
Cross-Collateralization provision of this Deed of Trust.

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

Note. The word "Note" means the promissory note dated August 3, 2007, in the original pnnmpal amount
of $950,000.00 from Grantor to Lender, together with all renswals of, extansions of, modifications: of
refinancings of, consolidations of, and substitutions for the promissory note or agreement. NOTICE TO GRANTO :
THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Parsonal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property;
togethar with all accessions, parts, and additions to, all replacements of, and all substitutions for, any of such
property; and together with all issues and profits thereo~ ~ ~ ~-~--- A dinalidine sdithoart Bmitatinn all insurance’

IR
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Legal description

The Iand referred to in this report/policy is situated in the State of Washington, County of Skagit, and is
descnbed as follows

Lot 3, Short..PIa_t 'No. SW_'—l 1-80, approved October 28, 1980, recorded November 7, 1980, under Auditor’s
File No. 8011070019; in Volume 4 of Short Plats, Page 200, records of Skagit County, Washington, being a
portion of the East % of the Southwest % of the Northeast %4, Section 27, Township 35 North, Range 4 East,
W.M., EXCEPT the North 100 feet thereof, as conveyed to Skagit County Public Hospital District No. 304
by deed recorded January 25, 1984, under Auditor’s File No. 8401250002,

TOGETHER WITH beneficial casement agrecments recorded under Auditor’s File Nos. 8112210034,
8402080003, 8402240037 and 8405090049, as modified by that certain Modification of Easements recorded

under Auditor’s File No. 9504280013

ALSO TOGETHER WITH that cerfajn Dedmatmn of Cross Easements for ingress and egress recorded under
Audltor s File No. 9505050052, e

e
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