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DEED OF TRUST

DATE: May 27, 2008

Reference # (if apphcable) MTVE XX 2967 Title Order No. 129626-0S Additional on page _

Grantor{s):
1. BABBITT PROPERTIES I_ L.C.

Grantee(s)
1. Frontier Bank o
2. Land Title Company: of Skaglt County, Trustee

Legal Description: LOT 11 & PTN LOT 12 BLK 68 AMEND. PLAT OF BURL.
: o Additional on page 2

Assessor's Tax Parcel ID#: 4076-068-@‘1 g;o_o_ompﬂ?ezl

THIS DEED OF TRUST is dated May 27, 2008, among BABBITT PROPERTIES, L.L.C.., a
Washington Limited Liability Company, whose address is 1615 BUCK WAY #A, MOUNT
VERNON, WA 98273 {"Grantor”); Frontier Bank, whose mallmg address is Mount Vernon, 119
E College Way, PO Box 1124, Mount Vernon,, WA 98273 (referred to below sometimes as
"Lender" and sometimes as "Beneficiary"); and Land Title. Company of Skagit County, whose
mailing address is 111 East George Hopper RoaleO Box 445 Burlington, WA 98233
{referred to below as "Trustee”). R




DEED OF TRUST
{Continued) Page 2

CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to
the” followirig “described real property, together with all existing or subsequently erected or affixed buildings,
improverients and fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
{including stock in wtilities with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real
property, including’ without limitatian all minerals, oil, gas, geothermal and similar matters, {the "Real Property™}

located in SKAGIT County, State of Washington:

LOTS 11.AND 12, EXCEPT THE SOUTH 4 FEET OF LOT 12, BLOCK 68, "AMENDED PLAT
OF BURLINGTON; SKAGIT COUNTY, WASH.,” AS PER PLAT RECORDED IN VOLUME 3 OF
PLATS, PAGE 17, RECORDS OF SKAGIT COUNTY, WASHINGTON,

SITUATE IN THE CITY OF BURLINGTON, COUNTY OF SKAGIT, STATE OF WASHINGTON.

The Real Propérty orits:address is commonly known as 418 ANACORTES AVENUE,
BURLINGTON, WA  98233. The Real Property tax identification number is
4076-068-012-0004/P71764.

Grantar hereby assigns as_ gacurity-ta Lender, all of Grantor's right, title, and interest in and 1o all leases, Rents, and
profits of the Property. Thig assignmisit is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intended to be spegific, perfected and choate upon the tecording of this Deed of Trust. Lender grants to
Grantor a license to collect the Rents and profits, which license may be revoked at Lender's option and shall he
automatically revoked upon acc'elé__ration ofall or part af the Indebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPEATY, IS GIVEN TO-SECURE |A) 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 IS GIVEN AND ACCEPTED ON THETOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except-#s otherwiss provided in this Deed of Trust, Grantor shall pay to Lender af
amounts secured by this Deed of Trust as-they béceme due, and shall strictly and in a timely manner perform all of
Grantor's obligations under the Nate, this Deed of Trdist, and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor's possession and use of the
Praperty shall be governed by the following provigions:”

Possaesston and Use. Until the occurrence of an”Event of Default, Grantor may (1} remain in possession and
contral of the Property; 12) use, operate or,manage the Property; and (3) collect the Rents fram the Property
(this privilege is a license from Lender to Grantor automatically revoked upon defaultl. The following provisions
relate to the use of the Property or to other limitations on the Property. The Real Property is not used pringipally
far agricultural purposes. 2

Duty to Maintain. Grantor shall maintain the Property in_._-iér}arifaﬁlg condition and promptly perform aill repairs,
replagements, and maintenance nacessary to preserve its V'a;ué. K

Compliance With Environmental Laws. Grantor represents and warrahts to Lender that: {1} During the period of
Grantor's ownership of the Property, there has been no \'ig:e; generation, manufacture, storage, treatrnent, disposal,
release or threatened release of any Hazardous Substance by any-persen.on, under, about or from the Property;
(2) Grantor has no knowledge af, or reason to belisve that'there has been, except as previously disclosed to and
acknowledged by Lender in writing, {al any breach or violation .of any Environmental Laws, (b) any use,
generation, manufacture, storage, treatment, disposal, release of thireatened r"g.lease of any Hazardous Substance
on, under, abeut or fram the Property by any prior owners or bogupants of the Property, or {c} any actual or
threatened litigation or claims of any kind by any person relating to such.smatters; and (3] Except as previously
disclosed to and acknowledged by Lender in writing, {a) neither Grantor'nor’any tenant, contractor, agent or ather
authorized user of the Property shall use, generate, manufacture, sterg, treat,~dispose of or release any Hazardous
Substance on, under, about or from the Property; and (b) any such activity shall tie canducted in compliznce with
alt applicable federal, state, and local laws, regulations and ordindnces, including without limitation ali
Environmental Laws. Grantor authorizes Lender and its agents to enter upon-the Property to make such
inspections and tests, at Grantor's expense, as Lender may deem appiopriate to détermine compliance of the
Property with this section of the Deed of Trust. Any inspections or tests made by Lender shall be for Lender’s
purposes only and shall not be construed to create any responsibility or liability.or the: 'pq_rr of Lender to Grantor or
to any other person. The representations and warranties contained herein are basgd ori Grantor's due diligence in
investigating the Property for Hazardous Substances. Grantor hereby (1} releases and waive$ any future claims
against Lender for indemnity or contribution in the event Grantor becomaes liable for cleanup or‘other costs under
any such laws; and {2} agrees to indemnify, defend, and hold harmless Lender against any and alt claims, losses,
liabitities, damages, penalties, and expenses which Lender may directly or indirectiy.sdstain-or sufferresulting from
a breach of this section of the Deed of Trust or as a consequence of any use, genération, manufacture, storage,
disposal, elease or threatened release occurring prior to Grantor's ownership or interest in"the Property, whether
or not the same was or should have been known to Grantor. The provisions of this section’of the Deed. of Trust,
including the obligation to indemnify and defend, shall survive the payment of the Indebtediess q;hd*tﬁg_saﬂs?action
and recanveyance of the lien of this Deed of Trust and shall not be affected by Lender's acquisition ot any interest
in the Property, whether by foreclosure or otherwise. A S )

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, orsuffer ‘any
stripping of or waste on or to the Property or any portion of the Property. Without limiting the genérality of the
foregoing, Grantor will not remove, or grant te any other party the right to remave, any timber, mirierals{including.
oil and gas). coal, clay, scoria, soil, gravel or rock products without Lender's prior written consent.”, = % % 7

Removal of Improvements. Grantor shall not demolish or remove any lmprovements from the '*Réa! P'rdpeg:‘ty“
without Lender’s prior written consent. As a condition to the removal of any Improvements, Lender:may reguire; £
Grantor to make arrangements satisfactory to Lender to replace such Improvements with Improvermants-of at’least &
equal value.
Lender's Right to Enter. lLender and Lender's agents and representatives may enter upon the Real Propeffﬂf at.all
reascnable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantors -
compliance with the terms and conditions of this Deed of Trust.
Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly catise
compliance by alt agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
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{ ‘othérwise use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter

§ i effect, of alf governmental authorities appficable 1o the use or occupancy of the Property, including without
limitation;-the Americans With Disabilities Act. Grantor may centest in good faith any such law, ordinance, ar
“regulation.and withhold compliance during any proceeding, including appropriate appeals, so long as Grantor has
notifiéd Lerider in writing prior to doing so and so long as, in Lender's sole apinion, Lender's interests in the
Broperty are:not jeopardized. Lender may require Grantor to post adequate security or & surety bond, reasonably
datisfactory tolender, to protect Lender's interest.

D*u_ti,‘r.-tq.l?fbtéct..:='G;antor agrees neither to abandon or leave unattended the Property. Grantor shall do all other
acts,.in additigr to those acts set forth above in this section, which frem the character and use of the Property are
reasonably necessary to protect and preserve the Praperty.

DUE ON SALE - CONSENT.BY LENDER. Lender may, at Lender's option, (A} dsclare immediately due and payable all
sums secured By this Deed of Trust or (B} increase the interest rate provided for in the MNote or other decument
evidencing the Indebtédness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's prior written-gonsent, of all or any part of the Real Praperty, of any interest in the Real Property. A
“sale ot transfer” means the cc’mirgvance of Real Property of any right, title or interest in the Real Property; whether
legal, bereficial or equitabie; ‘wheéther voluntary or involuntary; whether by outright sale, deed, installment sale contract,
fand contract, contract for deéd, leasehoid interest with a term greater than three (3] years, lease-option contract, or by
sale, assignment, or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by any
other method of conveyance of-an.interest in the Real Property. If any Grantor is a corporation, partnership or limited
liability company, transfer alss inciudes-any change in ownership of more than twenty-five percent (25%) of the voting
stock, partnership interests’ordimited liability company interests, as the case may he, of such Grantor. However, this
optian shall not be exercisad by Landér if such exercise is prohibited by federal law or by Washingten law.

TAXES AND LIENS. The followin'g pravis';bns relating to the taxes and liens on the Property are part of this Deed of
Trust: Lo wE

Payment. Grantor shall pay wher:due (and in all events prior to delinquency) all taxes, special taxes, assessmants,
charges (including water and sewer}, fings"and impositions levied against or on account of the Property, and shall
pay when due all claims for wark done-on ar for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of all-dians having:priority over ot 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
Trust. L

Right to Contest. Grantor may withhold ga\'fme_n't of any tax, assessment, or claim in connection with a good faith
dispute over the obiigation to pay, so long as Lender's'interest in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantg? shall within fifteen {15 days after the lien arises or, if a fien is filed,
within fifteen (15) days after Grantor has:ndtice“of .the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus ahy-costs and attorneys' fees, or other charges that could accrue as a
result of a foreclasure ar sale under the lien: In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment befare enforcement against the Property, Grantar shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedin{s.

Evidence of Payment. Grantor shall upon demand furnish t_p-"Lan'dgF‘gatisfactory avidence of payment of the taxes
or agsessments and shall authorize the appropriate governimental offigial to deliver to Lender at any time a veritten
statement of the taxes and assessments against the Property. :

Notice of Construction. Grantor shall notify Lender at léast fifteer (15} days before any work is commenced, any
services are furnished, or any materials are supplied to the Profierty, if any mechanic's lign, materialmen's lien, of
other lien could be asserted on account of the work, services,-of materials:, Grantor will upon request of Lender
furnish to Lender advance asswances satisfactory to Lender thai Grantor ‘van and will pay the cost of such
improvements. o v

PROPERTY DAMAGE INSURANCE. The following provisions relating ‘to’insuring the Property are a part of this Deed of
Trust. R A

Maintenance of Insurance. Grantor shall procure and maintain policies of fiea” inslirance with standard extended
coverage endorsements on a replacement basis for the full insurable value Goveririg. all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance tlause, and ‘with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such
coverage amounts as Lender may request with Trusteg and Lender being ‘named as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain such othet insurance, incliding but not limited to
hazard, business interruption, and beiler insurance, as Lender may reasonably require.” Poficies shall be written in
farm, amounts, coverages and basis reasonably acceptable to Lender and issuedby-a company or companies
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lénder from time to time the
palicies or certificates of insurance in farm satisfactory to Lender, including stipulations thatcoverages will not be
cancelled or diminished without at least thirty (30) days prior written notice to Lender. Each.insurance poiicy also
shall include an endorsement providing that coverage in favor of Lender will not be “n_'_nbai“fed“ih any way by any act,
omission or default of Grantor or any other person. The Real Property is or will be logated in ar area designated by
the Director of the Federal Emergency Management Agency as a special flood hazard area. . Grantor agrees 1o
abtain and maintain Federal Flpod Insurance, if available, for the full unpaid principal balange of the loan and any
prior liens on the property securing the loan, up to the maximum policy limits set wrider the:National Flood
tnsurance Program, or as otherwise tequired by Lender, and to maintain such insurance for the term.ofthe’loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage 1o the Property,” Lender may
make proof of loss if Grantor fails to do so within fifteen {15} days of the casualty. Whaether .dr not Lender's
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and aphly
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or-the-testoration
and repair of the Property. If Lender slects to apply the proceeds to restoration and repair, Grantor shalirepair or
replace the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender:shall, ‘upon©
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable cost.of
repair ar restoration if Grantor is not in default under this Deed of Trust. Any proceeds which ha\ge"not beent
disbursed within 180 days after their receipt and which Lender has not committed to the repair or restoratior
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, than te pay acerus S
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 o Grantor as”™ .

Grantor's interests may appear.

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furnish
to Lender a repart on each existing policy of insurance showing: (1} the name of the insurer; {2y the risks
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; gingtregti {3) the amount of the policy; (4) the property insured, the then current replacement value aof 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 independant appraiser satisfactory 1o Lender determine the cash value replacement cost
<of the Property.

LENDER'S EXPENDITURES. Ii any action or proceeding is commenced that would materially affect Lender's interest in
the Pfoperty or if:Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including
but not dimited to Grantor's failure to discharge or pay when due any amounts Grantor is required 1o discharge or pay
under this. Deed of Trust or any Related Documents, Lender on Grantor's behalf may {but shall not be obligated to) take
any actien that Lender, deems appropriate, including but not limited to discharging or paying all taxes, liens, security
interests, encumbrances.and other claims, at any time levied or placed on the Property and paying all costs for insuring,
maintaining and preserving the Property. All such expenditures incurred or paid by Lender for such purposes will then
bear interest:at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by
Grantor. Al Such expenses-Wwill becorne a part of the indebtedness and, at Lender's option, will {A) be payable on
demand; (B) be added 1o the“balance of the Note and be apportioned among and be payable with any instafiment
payments to become dug during ejther (1) the term of any applicable insurance policy; or (2} the remaining term of
the Note; or (C} be treated.as a balloon payment which will be due and payable at the Note's maturity. The Deed of
Trust also will secure .payment of‘these amounts. Such right shall be in addition to all other rights and remedies to
which Lender may be entitied, upon Default.

WARRANTY; DEFENSE OF TITl_.E..h___TH'e following provisions relating to ownership of the Praperty are a part of this Deed

of Trust: ; »

Title. Grantor warrantg.that;” {al-Graritor holds good and marketable title of record to the Property in fee simple,
free and clear of all liens and.encumbrances ather than those set forth in the Real Property description or in any
title insurance policy, title report, or final title opinion issued in favor of, and accepted by, Lender in gonnection
with this Deed of Trust, arid ‘{b) Grantor has the full right, power, and autheority to execule and deliver this Deed of
Trust to Lender. e T

Defense of Title. Subject to ‘the-gxception in the paragraph above, Grantor warrants and will forever defend the
title to the Property against the lawfui claims of all persons. In the event any action er proceeding is commenced
that questions Grantor's title or the interest of.Frustee or Lender under this Deed of Trust, Granter shail defend the
action at Grantor's expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitled to
participate in the proceeding and tg'he refifesented in the proceeding by caunsel of Lender's own choice, and
Grantor will deliver, or cause to be delivered, to Lender such instruments as Lender may request from time 1o time
to permit such participation. LA :

Compliance With Laws. Grantar warran'gs"th'at the'“l':’rc‘perty and Grantor's use of the Property complies with all
axisting applicable laws, ordinances, and fegulatigns df governmental authorities.

Survival of Representations and Warranties. /Al representations, warranties, and agreements made by Grantar in
this Deed of Trust shall survive the execution:and delivery of this Deed of Trust, shal! be continuing in nature, and
shall remain in full force and effect until such time-as Grantor’s Indebtedness shall be paid in full,

CONDEMNATION. The following provisions relating tb_.ébndemnatio_n:‘btoceedings are a part of this Deed of Trust:

Proceedings. |f any proceeding in condemnation is filed, “Grafitor_shall promptly notify Lender in writing, and
Grantor shall promptly take such steps as may be necessary-to defend the action and obtain the award. Grantor
may be the nominal party in such proceeding, but Lendet shall be entitled to participate in the proceeding and to be
represenied in the proceeding by counsel of its own choice all ar Grantor's expense, and Grantar will deliver or
cause to be delivered to Lender such instruments and dogunentation as may be requested by Lender from time to
time to permit such participation.

Application of Net Proceeds. If all or any part of the Properly is condeirined by aminent domain proceedings or by
any proceeding or purchase in lieu of condemnation, Lender may :ét its electionirequire that all or any portion of the
net proceeds of the award be applied to the Indebtedness or the repair ar; réstoration of the Property. The net
proceeds of the award shall mean the award after payment of all reasanabte costs, expenses, and attorneys’ fees
incurred by Trustee or Lender in connection with the condemnation. .. .

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL A.U'-F-HGR'IJ"FIE"S. _The-following provisions relating
to gavernmental taxes, fees and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantar shail ijecute such doguments in addition 0
this Deed of Trust and take whatever other action is requested by Lender: to perfect and continue Lender's lien on
the Real Property. Grantor shall reimburse Lender for all taxes, as desciibed. below, togéther with all expenses
incurred in recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees,
documentary stamps, and other charges for recording or registering this Deed of Trust. .

Taxes. The following shall constitute taxes to which ihis section applies: {1} ‘a Specific tax-ppon this type of
Deed of Trust or upon all or any part of the indebtedness secured by this Deed of Trusty” (2F a specific tax on
Grantar which Grantor is authorized or required to deduct from payments on the Indébtedness secured by this type
of Deed of Trust; (3) a tax on this type of Deed of Trust chargeable against the Lén_der or‘the holdér of the Note;
and {4} a specific tax on all or any portion of the Indebtedness or on payments of pfincipal-and’interest made by
Grantar. S

Subsequent Taxes. [f any tax to which this section applies is enacted subsequent to the date.of this'Deed of
Trust, this event shall have the same effect as an Event of Default, and Lender may exgrcise any“or-alt of its
available remedies for an Event of Default as provided below unless Granior either {1} "pays thé tax before it
becomes delinquent, or {2} contests the tax as provided above in the Taxes and Liens section-dnd-deposits ‘with
Lender cash or a sufficient corporate surety hond or other security satisfactory to Lender, L

SECURITY AGREEMENT: FINANCING STATEMENTS. The following provisions relating to this Deed-of.7Trust as a
security agreement are a part of this Deed of Trust: EREC O A

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of t':hke P:rd:;.:ler_ty--'h.
constitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commeércial Cad
as amended from time 1o time. L

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender t0 perfect ¥
and continue Lender's security interest in the Rents and Personal Property. In addition to recording this Beed of
Trust in the real property records, Lender may, at any time and without further authorization from Grantor, filg™ .
executed counterparts, copies or reproductions of this Deed of Trust as a financing statement, Grantar ghall -
reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Granm’f
shall not remove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble
any Personal Property not affixed to the Property in 2 manner and at a place reasonably convenient to Grantor and
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3 Lgnagr-‘“and make it available 1o Lender within three (3) days after receipt of written demand from Lender to the
gxtent permitted by applicable law.

A'ﬂdres’ééﬁ‘.‘g: The mailing addresses of Grantor (debtor) and Lender {(secured party) from which information
“ canicering the security interest granted by this Deed of Trust may be obtained {each as required by the Uniform
Commercial Code} are as stated on the first page of this Deed of Trust.

FURTHF_:B ASSI_J:‘RANCES: ATTORNEY-IN-FACT. The following provisiens relating to further assurances and
attorney-in-fact-arg a part of this Deed of Trust:

Fur'thgr' A_ssuram':q.jsi At any time, and from time to time, upon request of Lender, Grantor wifl make, execute and
deliver, 6r will calise to be made, executed or delivered, to Lender or ta Lender's designes, and when requested by
Lender, cause.to be'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
agreemenits, finanging statements, continuation statements, instruments of further assurance, certificates, and
other documents as (rdy,, in the sole opinion of Lender, be necessary orf desirable in order to effectuate, complete,
perfect, continue, .Gf preserve {1}  Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and.“12)- ‘the liens and security interests created by this Deed of Trust as first and prior liens on the
Property, whetber hovw owned o hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
cantrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connecticn with the
matters referred to in this paragraph.

Attomey-in-Fact, |If Grambr fails te.do any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor'and at-Grantor's expense. Far such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney<in-fact for the purpose of making, executing, delivering, filing, recerding, and doing all
other things as may be ne;:ega'sar\; ot desirable, in Lender's sole opinion, to accomplish the matters referred 1o in
the preceding paragraph. E:

FULL PERFORMANCE. If Grartor.pays all thé ‘Indebtedness when due, and otherwise performs all the obligations
imposed upon Grantos under this Deed of Tmist, Lender shall execute and deliver to Trustee a requast for full
reconveyance and shall execute and‘déli\_ler’ tp*Grantor suitable statements of termination of any financing statement an
file avidencing Lender's security interest in.the Rents and the Personal Property. Any reconveyance fee shall be paid by
Grantor, if permitted by applicable law, .The grantée in any reconveyance may he described as the "person or persans
legally entitled thereto”, and the recitals jn-the reconugéyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or factsi, .. & &

EVENTS OF DEFAULT, Each of the following; at’ Leﬁder'qu_ptien, ghall constitute an Event of Default under this Deed
of Trust: F T
Payment Default. Grantor fails to make any payment-when due under the Indebtedness.
Other Defaults. Grantor fails to comply with 6f to perform any other term, abligation, covenant or condition

contained in this Deed of Trust or in any ofithe Related Doguments ar to comply with of to perform any term,
abligatien, covenant or cendition contained in any:other agreement between Lender and Grantor.

Compliance Default. Failure to comply with aﬁy. bther term, obligation, covenant or condition contained in this
Deed of Trust, the Note or in any of the Related Documents, .~ :

Default on Other Payments. Failure of Grantor within the ti?n_g-"feq&i___réd by this Deed of Trust 1o make any payment
for taxes or insurance, or any other payment necessary-to pr’event f_iiin-g of or to effect discharge of any lien.

Default in Favor of Third Parties. Should Grantor default under any loan, extension of credit, security agreement,
purchase of sales agreement, of any other agreement, infaver:ot ghy piher creditor or person that may materiatly
affect any of Grantor's property or Grantor's ability to-tepay the _!ndéb_tedness or perform their respective
obligations under this Deed af Trust or any of the Related Dogumerits,.” ™

False Statements. Any warranty, Tepresentation or statement made or f_ur'b'ashed to Lender by Granter or on
Grantor's behalf under this Deed af Trust or the Related Documents is false' of misleading in any material respect,
gither now or at the time made or furnished or becomes false or misleading at-any time thareafter.

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full force and
effect (inciuding failure of any collateral document to create a valid and perfected:geturity interest or lien} at any
time and far any reason. 5

Death or Insolvency. The dissolution of Grantor's (regardless of whsthér election.to continue is made), any
member withdraws from the limited liability company, or any other termination of Grantor's existence as a going
business or the death of any member, the insolvency of Grantor, the appoiiitifent of-a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any 'typé of créditor workout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or against Grantor,

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture ‘préceedings, whether by judicial
proceeding, seli-help, repossession or any other method, by any creditor of Grantor or by ahy gbvernmental agency
against any property securing the Indebtedness. This includes a garnishment pfgny 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 to the validity or teasonableness of the claim which is the basis of iheé greditor or forfeiture
proceeding and if Grantor gives Lender written natice of the creditor or forfeiture proceeding and deposits with
Lender menies or a surety pond for the creditar or forfeiture proceeding, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dispute. e

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement betwéen Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation. any .agreement
concerning any indebtedness or other obligation of Grantor to Lendar, whether existing now or tatdr. T

Events Affecting Guarantor, Any of the preceding events occurs with respect to any Guarantgt gf“;;n\f“..of"tt_tzé
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity ef, or. liability
under, any Guaranty of the Indebtedness. 3 W

Adverse Change. A material adverse change occurs in Grantor's finangial gondition, or Lender believe_s."the; i
prospect of payment or perfaermance of the Indebtedness is impaired. T

Right to Cure. If any default, other than a default in payment is curable and if Grantor has not been given.a fiotice’
of a breach of the same pravision of this Deed of Trust within the preceding twelve {12} months, it may be cured if
Grantor, after receiving written notice from Lender demanding cure of such defauit: (1) cures the default within .~
ten (10} days; or {2) if the cure requirtes more than ten {10} days, immediately initiates steps which Lender degmg
in Lender's sole discretion to be sufficient to curg the default and thereafter continues and completes all reasonabile
and necessary steps sufficient to produce compliance as soon as reasonably practical.
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RiGHTS AN‘D REMEDIES ON DEFAULT. ¥ an Event of Default occurs under this Deed of Trust, at any time thereafter,
Trustee of ‘Lender may exercise any one or mare of the following rights and remedies:

Election of’ Remedies. Flection by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and
“ an:‘elegtion.16_make expenditures or to take action to perform an obligation of Grantor under this Deed of Trust,
after Grantot's failure to perform, shall not affect Lender's right to declare a default and exercise its remedies.

Accalerate lndebtedness Lender shall have the right at its option to declare the entire Indebtedness immediately
due and payab!e mc!udmg any prepayment penalty which Grantor would be required 1o pay.

Foreelnsure Wrth fespect to alt or any part of the Real Property, the Trustee shall have the right to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial
foreclosurs, in erther case in accardance with and to the full extent provided by applicable law.

UCC Remedies.. With respect to all or any part of the Personal Property, Lender shall have all the rights and
remedies of a secdred. party under the Uniform Commerciai Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the
Property and cellect -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
ather user of thé F'roperty to make payments of rent or use fees directly to Lender. If the Rents are collected by
Lender, then Grantor irrevogably ‘designaies Lender as Grantor's attarney-in-fact 10 endorse instruments received in
payment thereof in the name of Grantor and to negotiate the same and collect the praceeds. Payments by tenants
or other users to Lender in response 40 Lender's demand shall satisfy the obligations for which the payments are
made, whether of not any proper-grounds for the demand existed. Lender may exarcise its rights under this
subparagraph either in person by agent.:or through a receiver,

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part of
the Property, with the power. to protect and preserve the Property, to operate the Property preceding or pending
toreclosure or sale, and to colléct:the Rerits from the Property and apply the proceeds, over and above the cost of
the receivership, against the lndebtedr’\ess The receiver may serve without bond if permitted by law. Llender's
right to the appointment of a receiver shall exist whether or not the apparent value of the Property exceeds the
Indebtedness by a subsiantial amount Employment by Lender shall not disqualify a person fiom setving as a
receiver. s

Tenancy at Sufiferance. If Grantor remalns in posaessron of the Property after the Property is sold as provided
above or Lender otherwise becomes entitled:to possession af the Property upon default of Grantor, Grantor shall
become a tenant at sufferance of Lender or thé purchaser of the Property and shall, at Lender’s option, either (1}
pay a reasonable rental for the use of the Property, or-"{2} vacate the Property immediately upon the demand of
Lender. : &

Other Remedias. Trustee or Lender shall have an\rr other right or remedy provided in this Deed of Trust or the Note
or available at law or in equity.

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Persanal
Property or of the time after which any prlvate sale or other intended disposition of the Personal Property is to be
made. Reasonable notice shall mean notice gwen at least ten’{10):days before the time of the sale or disposition.
Any sale of the Personal Property may be made in comuncyon_wrth_ any sale of the Raal Property.

Sale of the Property. To the extent permitted by applicable’law, Gradtor hereby waives any and all rights to have
the Property marshalled. |n exercising its rights and remedies, the Trustee or Lender shall be free to sell alf or any
part of the Praperty together or separately, in oneg sale or by separate sales Lender shall be entitled to bid at any
public sale on all or any portion of the Property. ]

Atterneys' Fees: Expenses. |f Lender institutes any suit or actron 10 enforce any of the terms of this Deed ot
Trust, Lender shall be entitled to recover such sum as the court mav adjudge reasonable as attorneys' fees at trial
and upon any appeal. Whether or not any court action is involved, and to the extent not prahibited by law, all
reasohable expenses Lender incurs that in Lender's opinion are necessaty a1t any time for the protection of its
interest or the enfarcement of its rights shall become a part of the Indebtédnéss payable on 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 sub]ect to any limits under applicable law, Lender 5 attorneys fees and Lender's legal
. expenses, whether or not there is a lawsuit, including attorneys’ fees arid gxpenses for bankrupicy proceedings
(including efforts to modify or vacate any automatic stay or injunction), appeais and any anticipated post—judgment
collection services, the cost of searching records, obtaining title reparts (incéluding foreclosure reports), surveyors'
reports, and appraisal fees, title insurance, and fees for the Trustes, to the.exient permmed by applicable law.
Grantor also will pay any court costs, in addition to all other sums provided by law:

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as set forth it thrs section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers an "t;l,rgatrons of Trustee
{(pursuant to Lender’s instructions) are part of this Deed of Trust:

Powers of Trustee, In addition to all powers of Trustee arising as a matter of law, Trustee shall have the powaer to
take the foltowing actions with respect to the Property upon the written request of Lender and Grantor {a} join in
preparing and filing a map or plat of the Real Property, including the dedication of stregts or other rrgh‘ts 1o the
public; (b} join in granting any easement or creating any restriction on the Real Property; and (e} "join in any
subordination or other agreement affecting this Deed of Trust or the interest of Lender under thig Dded of Trust

Dbligations to Notify. Trustee shail not be oblrgated to notify any other party of a pendrng sale under any other
trust deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a’ party. un!ess
required by applicable law, or unless the action or proceeding is brought by Trustee. . ;

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law. In additioﬁ te""the righfs_
and remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the. right to
foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in. erther cdse |n__-=-"
accordance with and to the full extent provided by applicable law. :

Successor Trustee. Lender, at Lender's aption, may from time to time appoint a successor Trustee 1o any Trustee:
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in: ‘the
ottice of the recorder ot SKAGIT County, State of Washington. The instrument shall contain, in addrtron to all’ )
other matters required by state law, the names of the original Lender, Trustee, and Grantor, the book and page of
the Auditor's File Number where this Deed of Trust is recorded, and the name and address of the successdr
trustee, and the instrument shall be executed and acknowledged by Lender or its successors in interest. The'"'
successor trustee, without conveyance of the Property, shall succeed to all the titte, power, and duties conferréd
upon the Trustee in this Deed of Trust and by applicable law. This procedure for substitution of Trustee shall
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¢ govern 1o the exclusion of all other provisions for substitution.

NOTICES Suybject to applicable law, and except for notice required or allowed by law to be given in anather manner,
dny notice required to be given under this Deed of Trust, including without limitatign any notice of default and any
riotice of saléshall be given in writing, and shall be effective when actually delivered, when actually received by
telefacsmne {uniess otherwise required by law), when deposited with a nationally recognized overnight courier, or, if
mailed, awhen degosited in the United States mail, as first class, certified or registered mail postage prepaid, directed 1o
the addiesses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien ‘which has prierity over this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deéd of Trust. - Any party may change its address for notices under this Deed of Trust by giving formal written
notice to thé other pames, specifying that the purpose of the notice is to change the party's address. For natice
purposes, Grantor agrees 10 . keep Lender informed at all times of Grantor's current address. Subject to applicable law,
and except for notice required or allowed by law 10 be given in another manner, it there is mare than one Grantor, any
notice given by Lender to any: Grantor is deemed to he notice given to all Grantors.

MISCELLANEQUS PROVIS!ONS The following miscellanecus provisians are a part of this Deed of Trust:

Amegndments. ThlS Deed of Trust, togather with any Related Documents, constitutes the entire understanding and
agreement of the pames as to the matters set forth in this Deed of Trust. No alteration of or amendment to this
Deed of Trust shall be effective’ unless given in writing and signed by the party or parties sought to be charged or
bound by the alteration of amendmer\t

Annual Reports. If the. Properw is, used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request.‘a cértified statement of net operating income received from the Property during Grantor's
previous fiscal year in“such. formi and, detail as Lender shall require. "Net operating income” shall mean all cash
receipis from the Property iess all cash expendltures made in connection with the operation of the Property.

Caption Headings. Captlon headings®ir¥ this Deed of Trust are for convenience purposes only and are not to be
used to interpret or define the prowsmns qf thls Deed of Trust.

Merger. There shall be no merger of the mterest or estate created by this Deed of Trust with any other interest or
estate in the Property at any tlme held by or fer the benefit of Lender in any capacity, without the written consent
of Lender. ;

Governing Law. This Deed of Trust will be governed by federal law applicable to Lender and, to the extent not
preempted 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 Washington,

Choice of Venue. If there is a lawsuit, Grantor agrees wpon Lender's request to submit to the jurisdiction of the
courts of Skagit Caunty, State of Washlngton

No Waiver by Lender. Lender shall not be deamed to have waived any rights under this Deed of Trust unless such
waiver i8 given in writing and signed by Lender ‘No delay or omission on the part of Lender in exercising any right
shall aperate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or canstitute a waiver of Lender's right otherwise to demand strict cempliance with that
provision or any other provision 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 Grantor's obligations
as to any future transactions. Whenever the consent of Lendef is raguired under this Deed of Trust, the granting
of such consent by Lender in any instance shall nat constltute contlnumg consent to subsequent instances where
such consent is required and in all cases such consent mav be granted or withheld in the sole discretion of Lender.

Severability. ¥ a court of competent jurisdiction finds any prowswn ‘of this Deed of Trust to be illegal, invalid, or
unanforceable as to any circumstance, that finding shali_not ake-the offendmg provision iliegal, invalid, or
unenforceable as to any other circumstance. if feasible, the sifending: provision shall be considered modified so
that it becomes legal, valid and enforceable. |f the offending pr’ovision gannot be so modified, it shall be
considerad deleted from this Deed of Trust. Unless otherwise’ required by law, the illegaiity, invalidity, or
unenforceakility of any provision of this Deed of Trust shall not affect the Iegalltv, validity or enfarceability of any
ather provision of this Deed of Trust. A

Successors and Assigns. Subject to any limitations stated in thlS Deed Qf'Trust ‘oh-transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure 1o the benefit of the partles, ‘their.successors and assigns. If
ownership of the Property becomes vested in a person other than Grantor/ ‘Lefider, without notice to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and thz Indebtedniess by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or habll:ty under the Indebtedness.

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

Waiver of Homestead Exemption. Grantor hereby refeases and waives all nghts and beneﬂts of the homestead
exemption laws of the State of Washington as to all Indebiedness secured by this Deed of Trust..

DEFINITIONS. The following capitalized words and terms shail have the following meanmgs when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shail mean-ametnts.in lawful money
of the United States of America. Words and terms used in the singular shall include’ the plural, and. the plural shall
inciude the singular, as the context may require. Words and terms not otherwise defined’in thls Deed of Trust shail
have the meanings attributed to such terms in the Unifarm Commercial Code: S T

Beneficiary. The ward "Beneficiary" means Frontier Bank, and its successors and assagns

Borrower. The ward *Barrower” means BABBITT PROPERTIES, L.L.C. and includes ali co—s:gners and co- makers
signing the Note and all their successors and assigns.

Deed of Trust. The weords "Deed of Trust” mean this Deed of Trust among Grantot, Lender. and Trustee, and
includes without limitation all assignment and security interest provisions relating ta the Personal Pro erty and
Rents. ; :

Default. The word "Defautt” means the Default set forth in this Deed of Trust in the section titled "lefauft

Environmental Laws. The wards "Environmental Laws" mean any and all state, federal and Iocal. statute:‘s
regulations and ordinances relating to the protection of human health or the environment, including with
limitation the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 4,

U.5.C. Section 9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986,. Pub. L. E
Mao. 99-499 ("SARA"), the Hazardous Materials Transportation Act, 43 U.S.C. Section 1801, et seq., the Resource ..
Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules A

ar regulations adopted pursuant thereto. L
Event of Default. The words "Event of Default" mean any of the events of default set forth in this Deed of Trust in

the eventis of default section of this Deed of Trust.
w

Skagit County Auditor
5/28/2008 Page 7 of 9 3:§1PNI




DEED OF TRUST
{Continued) Page 8

Grantof The word "Grantor" means BABBITT PROPERTIES, L.L.C..

~-'Guarantor The word "Guarantor” means any guarantor, surety, or accommodation party of any or all of the
IndebtedneSs

Guaranty “The word "Guaranty” means the guaranty from Guaranter to Lender, including without limitation a
guaranty of alt or part of the Note.

Hazardous Substances. The words "Hazardous Substances" mean materials that, because af their guantity,
concentratlon or physical, chemical or infectious characteristics, may Ccause or pose a present or potential hazard
to hyman health of the environment when improperly used, treated, stored, disposed of, generated, manufactured,
transported of otherwnse handled. The words "Hazardous Substances" are used in their very broadest sense and
include Wlthout Jimitation any and all hazardous or toxic substances, materials or waste as defined by or listed
under thé Edvifonmental Laws. The term "Hazardous Substances” also includes, without limitation, petroteum and
petroleurni by- products or any fraction thereof and asbestos.

Improvernents. The” word YImprovements™ means all existing and future improvements, buildings, structures,
mobile homes aﬁrxed on the Real Property, facilities, additions, replacements and other construction on the Real

Property.

Indebtednass. The word lndebtedness means all principal, interest, and other amounts, costs and expenses
payable under the Note or-Related Documents, together with all repewals of, extensions of, maodifications of,
consolidations of and substatutzons for the Note or Retated Documents and any amounts expended or advanced by
Lender to discharge Grantor's- obligations or expenses incurred by Trustee or Lender 1o enforce Grantor’s
obligations under this Deed of Trust together with interest on such amounts as provided in this Deed of Trust,

Lendsr. The word "Lender" means Frontler Bank, its successors and assigns.

Note. The word "Note” means the promissory note dated May 27, 2008, in the original principal amount
of $137.193.37 from"Grantor to” Lefider, tagether with all renewals of, extensions of, modifications of,
refinancings of, consolidatioris, of ‘and substrtuthns for the promissory note or agreement.

Personal Property. The words Personal' Property" mean all equipment, fixtures, and other articles of persopal
preperty now or hereafter owned by Grantor,~and now or hereafier attached or affixed to the Real Property:
together with all accessions, parts;, and- addltlons 1o, all replacements of, and all substitutions for, any ot such
property; and together with all issues and profits'thereon and proceeds {including without limitation all insurance
proceeds and refunds of premiums) from'any Sale or other disposition of the Property.

Property. The word "Property” means coliect‘.\r’el\; the ﬁ'ea\ Property and the Personal Property.
Real Proparty. The wards "Real Property rnean the real proparty, interests and rights, as further described in this
Deed of Trust. : &
Related Documents. The words "Related” Documents" mean all promissory notes, credit agreements, loan
agreements, environmental agreements, guaraniies, security agreements, mortgages, deeds of wust, security
deeds, collateral mortgages, and all other instruments, agreements and documents, whether now or hereafter
existing, executed in connection with the Indebtedness £
Rents. The word "Rents” means all present and future rents, revenues, income, issues, royalties, profits, and
other banefits derived from the Property. = g
Trustee. The word "Trustee” means Land Title Company of Skagrt County, whose mailing address is 111 East
George Hopper Road/P.0.Box 445, Burlington, WA 98233 and any substltute or successor trustees.
GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROV[SIONS OF THlS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS. .

GRANTOR:

BABEITT PROPERTIES

SCOT%ABBITT, Member of BABBITT PROPERTIES, L.L.C.

LIMITED LIABILITY COMPANY ACKNOWLEQGTM“ENT_,:.

STATE OF JN_QXf ‘ﬂw}”\( \( A }
) §§

COUNTY OF %}\O\Cﬁ }

On this Q? ¢<

By:

20 OE before me, the undersrgned

Notary Public, personally appeared Wember of BABBITT PROPERTPES L.L.C, and personally
known to me or praved to me on evidence to be a member or designated ‘agent of the: lintted
liability company that executed thg Deg owl dged the Deed of Trust to be the freé¢ and voluntarv agt
and daed of the limited liability cgmpa ¥ bv a , its articles of orgamzanon or its operatlng agreement.

Trust an ac g n behel ignited liability company.
By_,J . e C ‘ Residing at ;;PZLF)L}\{ 1, &

Notary gubli% and for the State of ME 4 My commission expires (L /)? f/‘f,
20080528009
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REQUEST FOR FULL RECONVEYANCE

To; T e , Trustee

The undé‘rsngned is the tegal owner and halder of all indebtedness secured by this 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, tlt!e and |nterest now held by you under the Deed of Trust.

Date: . =~ i _ S Beneficiary:
T By:
Its:
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