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. CONSTRUCTION DEED OF TRUST C" 1711
GUARDIAN NORTHWEST TITLE CO.

DATE: May 14,2008 .. "

Reference # {if apphcablel 94717 Additional on page

Grantor(s):
1. STATE STHEET RETAIL CENTER LLC

Granteels) e
1. BUSINESS BANK i
2. GUARDIAN NOHTHWEST TITLE & ESCHOW Trustee

Legal Description: LOTS 1 AND 5, _'.'-SOU'FH _MOUNT VERNON BUSINESS PARK BINDING SITE

PLAN"
Additional on page 2

Assessor's Tax Parcel |ID#: 8072 000 001-0000, 8072-000-005-C000
Piaueiys Plluu\?

THIS DEED OF TRUST is dated May 14, 2008, ah‘_loiig STA_TE.; STREET RETAIL CENTER. LLC; A
Washington Limited Liability Company {"Grantor”); BUSINESS BANK , whose mailing address is
BURLINGTON BRANCH, 1854 SO BURLINGTON B.I_.VD';'B_URI_._INGTON. WA 98233 (referred to
below sometimes as "Lender” and sometimes as Banaficlarv '}-and GUARDIAN NORTHWEST
TITLE & ESCROW, whose malllng address is 1301 B RIVERSDIE DRIVE MOUNT VERNON, WA
98273 (referred to below as "Trustee”).
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DEED OF TRUST
(Continued) Page 2

CONVEYANGE AND GRANT. For valuable conslderation, Grantor conveys to Trustee in trust with power ot sale, right
of entry and possassion and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to
thé following described real property, together with all existing or subsaquently erected or affixed buildings,
‘improvements:and fixtures; sll.easements, rights of way, and appurtenances; all water, water rights and ditch rights
~{including stack-in utilities with ditch or irrigation rights); and alt other rights, royalties, and profits relating to the real
property, including without limitation all minersls, oil. gas, geothermal and similar matters, {the "Real Property”)

:_i_ocated ||1__SKAGIT County, State of Washington:

LOTS 1 AND 5, "SOUTH MOUNT VERNON BUSINESS PARK BINDING SITE PLAN", AS
RECORDED SEPTEMBER 10, 2007 UNDER AUDITOR'S FILE NO. 200709100133,
RECORDS OF SKAGIT COUNTY, WASHINGTON

The Real Propa.rt; or it_}. ‘address is commonly known as 208 EAST BLACKBURN ROAD; 226
CHENOWETH STREET , MOUNT VERNON, WA 98273. The Real Property tax identification
number is 8072- 000 00 -0000 8072-000-005-0000.

Grantar hereby assigns. as securltv to Lender, all of Grantor's right, title, and interest in and to all leases, Rents, and
profits of the Property. This assignment is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intended to’be specific; perfected and choate upon the recording of this Deed of Trust. Lender grants to
Grantor a license to colleet_the Rents and profits, which license may be revoked at Lender's option and shall be
automatically revoked upon acceleratnun uf all or part of the Indebtedness.

THIS DEED QF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS GIVEN TO SECURE {AY-PAYMENT OF THE INDEBTEDNESS AND (B) PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST, INCLUDING THE ASSIGNMENT.OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS ALSO GIVEN. TQ SECURE ANY AND ALL OF GRANTOR'S OBLIGATIONS UNDER THAT
CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN GRANTOR AND LENDER OF EVEN DATE HEREWITH. ANY
EVENT OF DEFAULT UNDER THE CONSTRUGTION LOAN: AGREEMENT, OR ANY OF THE RELATED DOCUMENTS
REFERRED TO THEREIN, SHALL ALSC BE AN EVENT OF DEFAULT UNDER THIS DEED OF TRUST. THIS DEED OF
TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as Other\msa provided in this Deed of Trust, Grantar shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shall strictly and in a timely manner perform all of
Grantor's obligations under the Note, this Deed of. Trust, and the Retated Decuments.

CONSTRUCTION MORTGAGE. This Deed of Trustié a "construction mortgage” for the purposes of Sections 9-334
and 2A-309 of the Unifarm Cammercial Cade, a5 those sections hﬂVB bean adomed by the State of Washington.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantar's possession and use of the
Praperty shall be governied by the follawing pravisions:

Possassion and Use. Uniil the occurrence of an Event of Default, Grantor may {11 remain in possession and
control of the Property; (2] use, operate or manage the-Property; and {31 collect the Rents fram the Property
(this privilege is a license from Lender ta Grantor automatically revoked .upon_defaultl, The following provisions
relate to the use of the Property or to other limitations on the Property The Flesl Property is not used principally
for agricultural purposes.

Duty to Maintain, Graator shall maintain the Property in tenantable condltion

_nd promptly parfarm all repairs,
replacements, and maintenance necessary to preserve its value. )

Nuisance, Waste. Grantor shall not cause, conduct ar permit any Alisanice nor commﬂ permit, or suffer any
stripping of or waste on of 1o the Property of any portion of the Praperty. Witho(t Umiting the generality of the
foregoing, Grantor will not remove, or grant to any ather party the right to remove, any timber, minerals {including
oil and gasl, caal, clay, scoria, soil, grave! or rock products without Lender’s priar written consent

Removal of Improvements. Grantor shall not demelish ar remave any Improvements from the Real Property
without Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require
Grantor to make arrangements satisfactory to Lender to replace such Impravements W|th Improvements of at least
equal value.

Lendet’s Right to Enter. Lender end Lender's agents and representatives may enter upnn the Real Propertv at all
reasonsble times to attend to Lender's interests and to inspect the Real Property far DurDDSGS Of Grantors
compliance with the terms and conditions of this Deed of Trust,

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall prornptly Cause
compliance by all agents, tenants or other persans or entities of évery nature whatsoever wha renf, lease pr
atherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations, -riow or :hereafter-
in effect, of all governmental suthorities applicable to the use or occupancy of the Property, ingluding without .~
limitation, the Americans With Disabilities Act. Grantor may contest in good faith any such law, ordifance, of
regulation ang¢ withhokl compliance during any proceeding, inckiding appropriate appeals, so long as Grantor-has .
notified Lender in writing prior to doing so and so lang as, in Lender's sele opinion, Lendes's interests in the”
Praperty are nat jeoperdized. Lender may require Grantar to post adequate security or a surety bond, reasonablv- .
satisfactory to Lender, to protect Lender’s interest. ;

Duty to Protect. Grantor agrees neither to abanden or leave unattended the Property, Grantor shall da all 6ther
acts, in addition to those acts set forth above in this section, which from the character and use of the Property are"
reasonably necessary to protect and preserve the Property. L
Construction Loan. If some or all of the proceeds of the toan creating the Indehtedness are to be used to construct

or complete canstruction of any Improvemants on the Property, the improvements shall be completed no later than
the maturity date of the Note {or such earlier date as Lender may reasonably establisht and Grantor shall pay in full

all costs and expenses in connection with the work. Lender will disburse ioan proceeds under such terms and
conditions as Lender may deem reasonably necessary te insure that the interest created by this Deed of Trust shall
have priarity over all possible liens, including those of material suppliers and workmen. Lender may require, amang
other things, that disbursement requests be supported by rsceipted bills, expense affidavits, waivers of lians,
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_ Construction progress reports, and such other documentation as Lender may reasonably request.

DUE QN SALE - CONSENT BY LENDER, Lender may, at Lender’s option, [{A} declare immediately due and payable all
sums sgeured by this Deed of Trust or (B) increase the interest rate provided for in the Note or other document
evidenting the Indebtedness and impose such other canditions as Lender deems appropriate, upon the sale or transfer,
‘withaut Lender's prior written consent, of all or any part of the Reat Property, or any interest in the Real Property. A
*3ale,of transfer means the canveyance of Real Property or any right, title or interest in tha Real Property; whether
legal, benefu:lal gt equitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract,
Aand.contract, contract for deed, leasehold interest with a term greater than three (3] years, lease-optien contract, or by
‘safe, assignment, or.transfer of any beneficial interest in or to any land trust holding title to the Reat Property, or by any
other methad of conveyance of an interest in the Real Property. Hf any Grantor is a corporation, partnership or limited
liability campany, transfer also includes any change in ownership of more than twenty-five percent (26 %) of the voting
stock, partrnigrship-imerests or limited liability company interests, as the case may ba, of such Grantor, However, this
option shall pot be exercised by Lender If such exercise is prohibited by faderal law or by Washington law.

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

Paymaent. Gran‘tor shall pay when due {and in all events prior to delinquency) all taxes, special taxes, assessments,
charges {including water and seiwer), fines and impositions levied against or on account of the Property, and shall
pay when dug all c'.a\ms for work done on or for services rendered of matesial furnished to the Property, Grantor
shall maintain the Propertv free of all liens having prierity over or equal to the interest of Lender under this Ceed of
Trust, except forithg lisn of !axers and assessments not due and except as otherwise provided in this Deed of
Trust.

Right 1o Contest. Grantor may wnhhuld payment of any tax, assessment, or claim in connection with a goad faith
dispute over the cbligation. 1o péy, so long as Lender's interest in the Property is not jecpardized. If a lign arises or
is filed as a result of nonpaymerit, Grantez, shall within fifteen (15} days after the lien arises or, if a lien is filed,
within fifteen (15 days after“Grantor.-has netice of the filing, secure the discharge of the lien, or if requested by
Lender, depasit with Lender caskior a sufﬁmem corporate surety band ar other security satisfactory to Lender in an
amount sufficient to discharge the-lien plus any costs and attorneys' fees, or other charges that could accrug as a
resutt of a foreclosure or sale under the lign. In any contest, Grantor shall defend itself and Lender and shall
satisfy any sdverse judgment before enfarcement againist the Property. Grantor shall name Lender as an additional
obligee under ary surety bond furnished in the contest proceedings.

Evidence of Payment. Graator shall upon deémand furnish to Lender satistactery evidence of payment of the taxes
or assessments and shzll authorize the approgriate governmental officiaé to deliver to Lender at any time a written
statement of the taxes and assessments agaihst the Property.

Nuotice of Construction. Grantar shall nunfy Lender at least fifteen (15) days before any werk is commenced, any
services are furnished, or any materials are suppiied to the Pfopertv, if any mechanic's lien, materizlmen’s Jien, ar
other lien coukd be asserted on account of the work, sefvices, ar-materials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory w Lender that Grantor can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANGE. The fellowing prcvlsmns relatmg to msurmg the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shell progure and mamtamr D0|Ictes of nre insurance with standard extended
coverage endorsements on a replacement basis for the full insurable velue covering all Improvements on the Real
Property in an amount sufficient ta avoid application of any coinsurance clause, and with a standard martgagee
clause in favor of Lender. Grantor shall also proture and maintain:. omprenensive general liability nsurance in such
coverage amounts as Lender may request with Trustee end Lender-being named as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain such ather 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 acceptable to Lender and issued by &"company of campanies
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 ta Lender, including &tipufations that coverages will not be
cantelled or diminished without at least thirty {30} days prior written notice to Lendes. Eachyinsysance policy also
shall include an endorsement providing that coverage in favor of Lender will nat-be impaired inany way by any act,
omission or default of Grantor of any other person, The Real Property is or wilt be located inan area designated by
the Director of the Federal Emergency Management Agency as a special flood hazard-area: " Grentor_agrees to
obtain and maintain Faderzl Fload Insurance, if available, for the full unpaid principal balance of the loan.and any
prior liens on the property securing the Joan, up to the maximum palicy limits set under the-Natianal Flood
Insurance Program, or as atherwise reguired by Lender, and to mainzain such insurance forthe terin of the lodn.

Application of Procesds. Grantor shall promptly notity Lender of any loss or damage to the-Propérty. Lender may
make proof of loss if Grantar fails to do so within fifteen {15) days of the casualty. Whether or not:Lender’s
security is irmpaired, Lender may, at Lender's lection, receive and retain the proceeds of any insurance: and apply--
the proceeds to the reduction of the Indebtedness, payment of any lien effecting the Property,-or the restoration
and repair of the Property. If Lender alects to apply the proceeds to restoration and repair, Grantor.shafl repairor -
replace the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender shal, - up_un'
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable tast of |
repair ar resteration i Grantor is not in default under this Deed of Trust, Any proceeds which havé not been”

disbursed within 180 days after their receipt and which Lender has not committed to the repair or restoration of . :

the Property shet! be used first to pay any amount owing ta Lender under this Deed of Trust, then ta pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. If Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid without interest to Grantor a8,
Grantor’s interests may appear.

Grantor's Report on Insurance. Upan request of Lender, however not more than once a year, Grantor shall furnish *
to Lender a report an each existing policy of insurance showing: {1} the name of the insurer; {2} the risks

insured; (3] the amount of the policy; (4) the property insured, the then current replacement value of such

property, and the manner of determining that value: and (5) the expiration date of the policy. Grantor shall, upon

request of Lender, have an independent appraiser satisfactory 1o Lender determine the ¢ash value replacement cost

af the Property. .

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would msterially affect Lender's interest in
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~“the.Property ar if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including
hut fotlimited to Grantor's failure to discharge or pay when due any smounts Grantor is required to discharge ar pay
under this Deed of Trust or any Related Documents, Lender on Grantar's behalf may {but shall not be obligated tol take
any-‘action that Lender deems appropriste, including but not limited to discharging or paying all taxes, liens, security
.Intergsts, encumbrances and other claims, at any time beviad or placed on the Property and paying all costs for insuring,
_maintamlng and preserving the Property. All such expendgitures incurred or paid by Lender for such purposes will then
“’besg.iiiterest ‘at the rate charged under the Note from the date incurred ar paid by tander 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 IB) be-added ta the balance of the Note and be apportioned among and be payable with any installment
payments 10 become ‘due during either (1) the term of any applicable insurance policy; or {2) the remaining term of
the Nate; or (€)' betreated as a balloon payment which will be dua and payable at the Nate's maturity. The Deed of
Trust alse witl secure payment of these amounts. Such right shall be in addition o all athar rights and remedies to
which Lender may he entitlad upon Default,

WARRANTY; DEFENSE OF TITLE. The follawing provisions relating to ownership of the Property are a part of this Deed
of Trust:

Title. Grantor warrants that (a) Grantor holds good and marketable title of record 10 the Property in fee simple,
tfree and clear of all liens and gncumbrances other than those set forth in the Real Property description or in any
title insurance policy, title'7épart, or final title opinion issued in favor of, and accepted by, Lender in connection
with this Deed of Frust, and (b) Grantor has the full right, power, and authority ta execute and deliver this Deed of
Trust to Lender.

Detense of Title. Sub]ect to the exceptlon in the paragraph above, Granter warrants and will forever defend the
title to the Property:-against-the lawful claims of all persons. in the event any action or proceeding is commenced
that questions Grantor's title of the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action st Grantor's expense.. Grantor may be the naminal party in such preceeding, but Lender shall be entitled to
participate in the pruceedrng and to be represented in the proceeding by counsel of Lender’'s pwn choice, and
Grantar will deliver, or cause to be- delwer&d, to..ender such instruments as Lender may request from time to time
te permit such participation.

Compliance With Laws. Grantur warrams fhat the Property and Grantor's use of the Property complies with all
existing applicable laws, ardinances, and regulations of .governmantal autharities.

Survival of Representations and Warri_antiés. _.Ail._r__epfesentations, warranties, and agreements made by Grantor in
this Deed of Trust shall survive the exécution and delivery of this Deed of Trust, shall be continying in nature, and
shall remain in full force and effect until such:time as Grantor's Indebtedness shall be paid in fuil,

CONDEMNATION. The follawing pravisions retating.to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any praceeding in condemnation is filed, Grantor shall premptly notify Lender in writing, and
Grantor shall promptly take such steps as may be necessary 16 defend the action and obtain the award. Grantor
may be the nominal party in such proceeding, but Lender shall be entitled to participate in the proceeding and to be
represented in the proceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or
cause 1o be delivered to Lender such instruments and documentanon as:may be requested by Lender from time to
time 1o perrnit such participation.

Application of Net Proceeds. If all or any part of the Propert'y is condemned by eminent domain praceedings or by
any proceeding or purchase in lieu of condemnation, Lender fey at its” electlun réquire that all or any portion of the
net proceeds of the award be applied to the Indebtedness or the-fepair or restoration of the Property. The net
proceeds of the award shall mean the award after payment of all: reasonable cos!s‘ expenses, and attorneys’ fees
incurred by Trustee or Lender in connection with the ccndemnatlon

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES The fol!owmg provisions relating
to governmental taxes, fees and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall ex_ecute-such dgcuments in addition to
this Deed of Trust and take whatever other action is requested by Lender to perfect and conttnue Lender's lien an
the Real Property. Granter shall reimburse Lender for all taxes, #s described below, togéther with all expenses
incurred in recording, perfecting or continuing this Deed of Trust, includihg without limitation- alt taxes, fees,
documentary stamps, and other charges for recording or registering this Deed of Trust:. : :

Taxes. The following shall constitute taxes to which this section applies: (1) a specmc tax upen this type of
Deed of Trust or upan all or any part of the Indebtedness secured by this Deed of Trust;.-{2} a spagific tax on
Grantoer which Grantor is authorized or required to deduct from payments en the Indebtedness secured by, this type
of Deed of Trust; !3) a tax on this type of Deed of Trust chargeable against the Lendeér ok the holder of the.Note;
and {4) a specific tax on all or any portian of the Indebtedness or on payments of prmelpal and lntefest made by
Grantor.

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of thls Deed of

Trust, this event shal have the ssme effect as an Event of Default, and Lender may exercisg any or all of -its”~
available remedies for an Event of Default as provided below unless Grantor either {1} pays-the: ‘tax before.it

becomes delinguent, or |2} cantests the tax as provided above in the Taxes and Liens section and deposns ‘with."

Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender,

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust a8 a-“'

security agreement are a part of this Deed of Trust:

Sacurity Agreement. This instrument shall constitute a Secufity Agreement to the extent any of the Prcmerty
constitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commaercial Code
as amended from time to time. B

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender 10 perfect: '

and gcontinue Lender’s security interest in the Rents and Personal Property. In addition to recording this Dead of
Trust in the real property recerds, Lender may, at any time and without further autharization from Grantor, file
executed counterparts, copies or reproductions of this Deed aof Trust as a financing statement. Grantar shall
reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor
shall not remove, sever or detach the Personal Property from the Property. Upon default, Grantor shalt assemble
any Parsonal Property nat affixed to the Property in a manner and at a place reasonably conveniant to Grantor and
Lender and make it available ta Lender within three (3} days after receipt of written demand from teader to the
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.. extent permitted by applicable law.

Addresses The mailing addresses of Grantor (debtor) and Lender [secured party) from which infermation
‘cancerning the security interest granted by this Deed of Trust may be obtained (gach as required by the Uniform
Commermal Code) are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY- IN-FACT. The following provisions relating to further assurances and
’ atturney in-faet are a part of this Deed of Trust:

Further Assurances At any time, and from time to time, upon request of Lender, Grantor will make, exacute and

* deliver,"ar will cause to be made, executed or delivered, to Lender or to Lender’s designee, and when requested by
Lendeér; cause 10 ‘he filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and places as, LEnder may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, fmanqmg statements, continuation statements, instruments of further assurance, certificates, and
other doeiinerts as may, in the sale opinion of Lender, be nacessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related
Docurnents, and {2). the'liens and security interests created by this Deed of Trust as first and prior liens on the
Property, whether-nowdwned or hereafter acquired by Granter. Unless prohibited by law ar Lender agrees to the
cantrary in writing, Grantor-shall reimburse Lender for all costs and expenses incurred in connection with the
matters refeired.to |n this paragraph

Attorney-in-Fact, H Grantor faita t6: do any of the things referred to in the preceding paragraph, Lender may do so
for and in the nama ¢f Grantor and at Grantar's expense. For such purposes, Grantar hereby irrevocably sppoints
Lender as Grantor's attorney-in-fact for.the purpose of making, executing, delivering, fiing, recording, and doing all
ather things as may be necessary or desglrable. in Lender's solg opinion, to accomplish the matters referred to in
the preceding paragraph,

PARTIAL RELEASES. Lender shall execute partlal releases of the lien of this Deed of Trust upon the following
conditions: “

RELEASE/MODIFICATIONS PF!OVISIONS SHAL- ALLOW SEPARATION OF LAND FOR FURTHER DEVELOPMENT
BASED ON PRINCIPAL REDUCTION OF THE GREATER OF $618,000.00 OR 75% OF THE APPRAISED VALUE OF LOT

FULL PERFORMANCE. If Grantor pays all the-Indebtedire’ss when due, terminates the line of credit, and atherwise
performs all the obligations imposed upon. Grantor upder 1'h1s Deed of Trust, Lender shall execute and deliver to Trustee
a request for full reconveyance and shall execute and deliver to Grantor suitable statements of termination of any
financing statement on file evidencing Lender's .security interest in the Rents and the Personal Praperty. Any
recanveyance fee shall be paid by Grantor, if-petmitted by applicable law. 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 truthfulnessof any such matters or facts.

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

Payment Default. Granator fails to make any payment when due uncler the Indebtedness.

Other Defaults. Grantor fails to comply with or to perform any othar term, obligation, covenent or condition
contained in this Deed of Trust or in any of the Related Dacuménts or to_comply with or to perform any term,
obligation, covenant or candition contained in any other agregment’ becween Lerdar and Grantor.

Compliance Default. Failure to comply with any other term, nbhgatlon covenant or condition contasined in this
Deed of Trust, the Note or in any of the Related Documents.

Default on Other Paymants. Failure of Granter within the time regy re_d by this_ljee& of Trust to make any payment
far taxes or insurance, or any other payment necessary to prevent filin'g of orto efTect discharge of any lien.

Default in Favor of Third Parties. Should Grantor default under any laan,.exténsion of credlt, secufity agreamsnt,
purchase or sales agreement, or any other agreement, in favor of any other creditor ‘or person that may materizally
affect any of Grantor's property or Grantor's ability ta repay the Indebtedness or parform their respective
obligations under this Deed of Trust of any of the Related Documents. :

False Statements. Any warranty, representation or statement made or fumlshed to Lender by- Grantar ar ¢n
Grantor's behalf under this Deed of Trust or the Related Documents is false or m:sleadmg in.any material respect,
either now ar at the time made aor furnished or becomes false or misleading at any time thsreafter

Defective Collateralization. This Deed of Trust or any of the Retated Documents ceases ta be in full ferce and
effect {including failure of any collateral document to create a valid and perfected secunty mterest or Ilen) at any
time and for any reason.

Death or Insolvency. The dissolution of Graniar's (regardless of whether election to corltlnue is mac!e) Aany
mamber withdraws from the limited tiability company, or any other termination of Grantor's existente as a going
business or the desth of any member, the insolvency of Grantos, the appointment of a receiver for'any part of...
Grantor's property, any assignment for the benefit of creditors, any typs of creditor “warkeut, or -1!1e
cammencement of any praceeding under any bankruptcy or insolvency laws by or against Grantor. .-

Creditor or Forfeiture Proceadings. Commencement of foreclosurs ar forfeiture proceedings, whether ‘by ;uduc:lal .
proceeding, self-help, repossession or any ather method, by any creditor of Grantar or by any governmental agéncy
against any property securing the Indebtedness. This includes a garnishment of any of Grantor's® accounts,' .
including depasit accounts, with Lender. Hawever, this Event of Default shall not apply if there is a good faith-~.
dispute by Grantor as to the validity or reascnableness of the claim which is the basis of the creditor ar foileiture
praceeding and if Grantar gives Lender written notice of the creditor ar farfeiture proceeding and deposits: with
Lender monies or & surety bond for the creditor or forfeiture proceeding, in an amount detarmined by Lender, invjts".
sole discretian, as being an adequate reserve or band for the dispute.

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

Events Affacting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the
Indebtedness of any Guarantor diss or becomes incompetent, or revekes or disputes the validity of, or liability

under, any Guaranty of the Indebtadness.
200805210095
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~.. Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender believes the
praspect of payment ar performance of the Indebtedness is impaired.

-.insiacurity Lender in good faith believes itself insecure.

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

'E!ectlon of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and
ean eléction tg-make expenditures or to take action to perform an obligation of Grantor under this Dead of Trust,
after Grantor s failure to perfarm, shall not affect Lender's right to declare a default and exercise its remedies.

Accelerate Indebted) Lender shall have the right at its option to declare the entire Indebtedness immediately
due angd. payable, including any prepayment penalty which Grantor would bs required to pay.

Foreclosuis:. With fespect to all or any part of the Real Praperty, the Trustee shall have the right to exercise its
power of sale and to_foraclose by notice and sale, and Lender shall have the right to foreciose by judicial
foreclosure, in gither.ease.in accordance with and to the full extent provided by applicable law.

UCC Remedies., = With’ fespect to all or any part of the Personal Property, Lender shall have af the rights and
remedies of a secured party under the Unifarm Commercial Code.

Collect Rents. Leﬁder shall havs the right, without notice to Grantor 1o take possession of and manage the
Property and collgct 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 ta  make payments of rent or use fees directly to Lender. If the Rents sre collected by
Lender, then Grantér irrévocably designates Lender as Grantor's atrorney-in-fact te endorse instruments received in
payment thereaf in thé'namé of. Grantor and to negatiate the same and collect the praceeds. Fayments by tenants
ar other users to Lender in response to Lender's demand shall satisfy the obligations for which the payments are
made, whether or not any praper grounds” far, the demand existed. Lender may exercise its rights under this
subparagraph either in person, by.agent, or. through a receiver.

Appoint Receiver. Lender shall have the right-tc have a receiver appointed to take passessicn of all or any part of
the Property, with the power ta protect-and preserve the Property, to operate the Property preceding or pending
foreclasure or sale, and 1o collect the Rents from thé Property and apply the proceeds, over and above the cost of
the receivership, against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's
right to the appointment of a recsiver shatl axist: .whether ar naot the apparent value of the Property exceeds the
Indebtedness by a substantial amount. Emplovment by Lender shall not disqualify a person from serving as a
receiver.

Tanancy at Sufferance. If Grantor remains in“passession of the Property after the Property is sold as provided
above or Lender otherwise becomes entitled to possession of the'Praperty upon default of Grantor, Grantor shall
become a tenant at sufferance of Lender or the purchaser of the Praperty and shall, at Lender's aption, either (1}
pay a reasanable rental for the use of the Property, or (2] vacate. the Property immediatsly upon the demand of
Lender,

Other Remedies. Trustee or Lender shali have any other right or remedv pro\nded in this Deed of Trust or the Nate
or avsilable at law or in equity.

Notice of Sale. Lender shall give Grantor reasaonahble notlce of the time-afd place of any public sale of the Personal
Praperty or of the time after which any private sale or ather intended disposition of the Personal Property is to be
made. Reasonable natice shzll mean notice given at laast ten (10) days before the time of the sale or dispasitian.

Any sale of the Personal Property may be made in conjunction wnh ahy sale of the Real Property.

Sale of the Property. To the extent permitted by sppliceble lewe, Grantor hereby wawes any and all rights to have
the Property marshalled. In exercising its rights and remedies, the Trustee r Lender.shall be free to sell all or any
part of the Praperty together or separately, in one sate of by separate sales: Le_ndar shall be entltled to bid at any
public sale on all or any portion of the Property, Co

Attorneys' Fees: Expenses. If Lender institutes any suit ar action to enfoﬂ:e Aany of the tefms of this Deed of
Trust, Lender shall be entitled to recover such sum as the court may adjudge, reasonable &5 attorneys’ fees at trial
and upon any appeal. Whether or not any court action is involved, and to the: extent not prohibited by law, sll
reasonable expenses Lender incurs that in Lender's opinion are necessary at“any time for. ‘the protection of its
interest ar the enforcement of its rights shall become a part of the Indebtedness payable gn’ demand and shall bear
_interest at the Note rate from the date of the expenditure until repaid, Expenses covered by, this paragraph include,
without limitation, however subject to any limits under applicable law, Lender's attorneys” fees and Lender's legal
expenses, whether ar not there is a lawsuit, including attorreys' fees and expenses for hankruptcy proceedings
lincluding efforts to modify or vacate any automatic stay ar injunction}, appeals, and any- antlcmated Post- Judgment
collection services, the cost of searching records, obtaining title reports (including foreclosure reports); surveyors'
reparts, and appraisal fees, title insurance, and fees for the Trustee, to the extent permitted hv apphcable law.
Grantor also will pay any court costs, in addition to afl other sums provided by law. K :

Rights of Trustee. Trustes shall have all of the rights and duties of Lender as set forth in this section..

POWERS AND OBLIGATIONS OF TRUSTEE. The following pravisions relating to the powers and obllgatlons af Trustee'
{pursuant ta Ltender's instructions) are part of this Deed of Trust:

Powars of Truatea. In addition to all powers of Trustes arising as a matter of law, Trustee shall have the power .
take the following actions with respect ta the Property upan the written request of Lender and Grantor: (a) join in-~
praparing and filing a map or plat of the Real Property, including the dedication of streets or other rights® to the
public; (b} join in granting any easement or creating any restriction on the Real Property; and (c) join in.any
subordination or other agraement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Motify. Trustee shal! not be obligated to notify any other party of a pending sale under any other- s
wust deed or lien, or of eny action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless
required hy applicable law, or unless the action or proceeding is brought by Trustes.

Trustee. Trustee shall mest all qualifications required for Trustee under applicable law. In addition to the rights
and remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the right to
foreclose by natice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either c¢ase in

accordance with and to the full extent provided by applicable law.
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“-. Successor Trugtae. Lender, at Lender's option, may frem time 1o time appoint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and ecknowledged by Lender and recorded in the
office of the recorder of SKAGIT County, State of Washington. The instrument shall contain, in addition to all

.~ other matters required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or
the Auditor's File Number where this Deed of Trust is recorded, and the name and address of the successor

“trystee, snd the instrument shall be executed and acknowledged by Lender ar its successors in interest. The
; successar trustee, without conveyance of the Property, shalt succeed to all the fitle, power, and duties conferred
" upon-the Trustee in this Deed of Trust and by applicable law. This procedure for substitution of Teustee shatl
“'govenn ta the e:n:l:iusmn of all other provisions for substitution,

NO’HCES “Subject o ‘applicable law, and except for notice required or allowed by law to be given in another manner,
any notice required te, be given under this Deed of Trust, including without limitation any notice of default and any
notice aof sale shall be-given in writing, and shall be effective when actually defivered, when actually received by
telefacsimile. {inless. othérwise required by law), when deposited with a nationally recognized ovemnight courier, or, if
maited, whin deposited in the United States mail, as first class, certified or registered mail postage prepaid, directad to
the addresses shown near the beginning of this Deed of Trust. All copies of notices of fareclosure feom the holder of
any lien which has priatity, dwver this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of Trust.* Any'party-may change its address for notices under this Deed of Trust by giving formal written
notice to the other partips: spec:lfylng that the purpose of the notice is to change the party's address. For nofice
purposes, Grantoragrees 1o Keep Lénder informed at all times of Grantor's current address. Subject te spplicable law,
and except for notice requnred or allowed by law to be given in another manner, if there is more than cne Grantor, any
notice given by Lender:taiany Grantof is deemed to be notice piven 1o all Grantors.

MISCELEANECHS PROVISIONS.. The .fc.)llo\'\:ling miscellaneous provisions are a part of this Deed of Trust:

Amsndments. This Déed: of Trust tngether with any Related Documents, canstitutes the entire understanding and
agreement of the partias as to the matters set forth in this Deed af Trust. No alteration of or amendment to this
Deed of Trust shall be eﬁectwe unless gwerl i wntlng and signed by the party or parties sought to be charged or
hound by the alteration or amendment

Annual Reports. If the Property s used fnr ‘purpases other than Grantor's residence, Grantor shall furnish to
Lender, upon request, a certified statement of net oparating income recelved fram the Property during Grantor's
previous fiscal year in such farm and detail as Legnder shall require. "Net operating income” shall mean all cash
receipts from the Property tess all cash expendi wres made in connection with the operation of the Property.

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

Merger. There shall be na merger of the interést or estate created by this Deed of Trust with any other interest or
estate in the Property at any time held by or fnr the benefit of Lender in any capacity, without the written consent
of Lender.

Governing Law. This Deed of Trust will ba govarned by federal law applicable to Lender and. to the extent not
praemgpted by 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 Washlngton

Cholce of Venue. if theie is a lawsuit, Grantor agrees upan Lendss 5 Tequest 10 submit to the jurisdiction of the
courts of SKAGIT Caunty, State of Washington. .

No Waiver by Lender. Lender shall not be deemed to have wawed anv rlghts under this Deed of Trust unless such
waiver is given in wnnng and signed by Lender. No delay or omission an the part of Lender in exercising any right
shall operate as & waiver of such right or any other right. A waiver by Lendsr of aiprovision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that
pravision ar any other provision of this Deed of Trust. No priof: waiver bv Lender, nor any course af dealing
between Lender and Grantor, shall constitute a waiver of any of Lefider's rights or of ‘any of Grantor's obligatians
as to any future transactions, Whenever the consent of Lender is requiréd under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute continuing consent to subseguent instances where
such consent is required and in all cases such consent may ba granted or wnthhalcl in the sole discration at Lender.

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be Hlegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the nffendlng 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 cannot be-so modified, it shall be
considared deleted from this Deed aof Trust. Unless otherwise required by law, the:illegality, invatidity, or
unenforceabitity of any provisian of this Deed of Trust shall nat affact the legality, vahdlt-,r or enforceablhty af any
other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer »;af Grantur & Imerest
this Deed of Trust shal! be binding upon and inure to the benefit of the parties, their successors and assigns. I
awnarship of the Praperty becomes vested in a paraan other than Grantar, Lender, without notice ta Geantor, may. .
deal with Grantor's successors with refersnce to this Desd of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or liability under the Ingiabtednoj_ss_.

Tima is of the Essence. Time is of the essence in the performance of this Deed of Trust.

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead-“ ’
axgmption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

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 amounts in lawful maney
of the tnited States of Amarica. Words and terms used in the singular shall include the plural, and the plural shall"
include the singular, as the context may require. Words and terms not otherwise defined in this Deed of Trust shall .
have the meanings attributed to such terms in the Uniform Commaercial Code: :

Baneficiary. The word "Beneficiary” means BUSINESS BANK , and its successors and assigns.

Borrower. The word "Borrower” means STATE STREET RETAIL CENTER, LLC and includes all co-signers and
co-makers signing the Note and all their successors and assigns.

Deed of Trust. The words “"Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without lmitation all assignment and security interest provisions relating to the Personal Property and
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~., Rents.
Default. The ward "Default” means the Default set farth 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 set forth in this Deed of Trust in
_the eveiits of default section of this Deed ot Trust.

- Gra'lﬁor"._.'l"he word "Grantor” maans STATE STREET RETAIL CENTER, LLC.

" Guarantar-. The ward "Guarantor” means sny guarantor, surety, or accommodation party of any or all of the
+Indebtedness:

Guaranty. _Thé .erd *Guaranty" means the guaranty from Guafantor to Lender, including without limitation a
guaranty of alt.¢¢ part of the Note.

lmprovemnts The ‘word "Improvements” means all existing and future improvements, buildings, structures,
mobile homes arflxed on the Real Property, facilities, additions, replacements and other construction on the Real
Property. :

Indebtedness. The word "Indebtedness" means all principal, interest, and other amounts, costs and expenses
payable under.-the MNote or-Related Dacuments, together with all renewals of, extensions of, medifications of,
consolidations of and. substitutions for the Note or Related Documents and any amounts expended or advanced by
Lender to discharge Giéntor's. obligations or expenses incurred by Trustee or Lender to enforce Grantor's
obligations under this Deed of Trust, together with interest on such amounts as provided in this Deed of Trust.

Lender. The word: 'L(ander means BUSINESS BANK , its successors and assigns.

Note. The word "Kote" fieans the'promissory nate dated May 14, 2008, in the original principal amount
of $2,980,500.00 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:
THE NOTE CONTAINS A VARIABELE INTEREST RATE.

Parsonal Property. The words: "Personal Property mean all equipmant, fixtures, and other articles of persanal
property now or hereafter owned bv Grantur and now ar hereafter attached ar affixed to the Aeal Property;
together with all accessians, parts, and additions to, alf replacements of, and all substitutions for, any cf such
property; and together with all issuesand-profits thereon and proceeds {including without limitation alt insurance
proceeds and refunds of premiums} fram .any sale or other disposition of the Property.

Proparty. The word "Propertv" means: collac‘nuely ‘the Real Property and the Parsonal Property.

Real Property. The words "Real Property“ mian the real property, interests and rights, as further described in this
Deed of Trust.

Related Documents. The words "Helated Documents” mean -all promissory notes, credit agreements, loan
agreements, guaranties, security agreements, mortgages, deeds’ of trust, security deeds, collateral mortgages, and
all other instruments, agreements and decuments, whether aow.ar ‘hereafter existing, executed in connection with
the Indebtedness; provided, that the environmental indemnity agreements are not "Related Documents”™ and are
nat secured by this Deed of Trust. :

Rents. The ward "Rents” means all present and future rents, revenues incame, issues, royalties, profits, and
ather benefits derived from the Property.

Trustea. The word "Trustee™ means GUARDIAN NOHTHWEST TITLE & ESCHDW whose mailing address is 1301
B RIVERSDIE DRIVE, MOUNT WERNON, Wi 28273 and any subsﬂtute or succsssor trustees,

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED 'OF TRUST, AND GRANTOR
AGREES TO ITS TERMS.

GRANTOR:

T

1
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LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

“grate o Washington )

counry or - Snohomish )

On this ) 14 , 20 HB , before me, the undersigned
Notary Pubhc persunaliy appeared DAVID ALLEGRE, RETAIL CENTER, LLC, and personally
known to ma’or proved te.re on the basis of satisf] i eMber or designated agent of the limited

2 ust to be the free and valuntary act
ization or its operating agreement,
uthorized 1o execute this Deed of

Seattle
3/15/2011

LIMITED LIABILITY COM 1Y A OWLEDGMENT

stateor _Washing ton _ '
. : - } S5
COUNTY OF Sn0h0m15h }
On this 14 day of 'Ma"'“"-*u.._ . 2008 , before me, the undersigned

REET RETAIL CENTER, LLC, and persanally
ember or designated agent of the limited
f Trust to be the free and voluntary act
) rganization or its operating agreement,
for the uses and purposes therem mentj ned i \ is authorized to execute this Deed of

; Seattle
Cﬂ I'I'l!.sslun expires ;s! I!itz ! I

Notary Public, personally appeared DAN R MITZEL,
known to me or proved to me on the basis of sat]

REQUEST FOR FULL RECONVEYANCE

To: . Trustee

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

Date: Beneficiary: _'
By: B
Its:

LASER PRD Lending, Ver. 5.40.00.003 Copr. Harland Financial Sclutions, Inc. 1997, 2008.  All Rights Reserved, <~
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