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DEED OF TRUST

DATE: July 9, 2003'

Reference # (if apphcable} Additional on page
Grantor(s): '
1. ANACO WEST COHP

Grantee(s)
1. PEOPLES BANK . _
2. Land Title Co. of Skagit County; Trustee

Legal Description: LOTS 3-5, CASTILLEJA BLUFF
E Additional on page 2

Assessor's Tax Parcel ID#: 4878-000-003-0000; 4878-000-004-0000; 4878-000-005-0000

THIS DEED OF TRUST is dated July 9, 2008 among.ANACO WEST CORPORATION, INC., A
WASHINGTON CORPORATION, WHICH ALSO APPEARS OF RECORDS AS ANACO WEST
CORP., A WASHINGTON CORPORATION, whuse ‘address is 4401 ANACO BEACH PL,
ANACORTES, WA 98221-9703 ("Grantor"); . PEOPLES BANK, whose mailing address is
MOUNT VERNON OFFICE, 1801 RIVERSIDE DH]VE MOUNT VERNON, WA 98273 (referred to
below sometimes as "Lender” and sometimes as Beneflciary }; and Land Title Co. of Skagit
County, whose mailing address is 111 E. George Hopper Rd: Burllngton WA 98233 (referred
to below as "Trustee"). ;
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DEED OF TRUST
~koan'No: 5025939-205 {Continued) Page 3

other method of conveyance of an interest in the Real Property. If any Grantor is a corparation, partnership ar limited
hablllty company, transfer also includes any change in ownership of more than twenty- five percent {25%] of the voting
‘stock, partnershlp interests or limited liability comparty interests, as the case may be, of such Grantor. However, this
‘option‘shall fiot be exercised by Lender if such exercise is prohibited by federal law or by Washington law.

TAXES "AND LIENS The following provisions relating to the taxes and liens on the Property are part of this Deed of
Trust

Pavment Grantor shall pay when due {and in all events prior to delinquency} all taxes, special taxes, assessments,
charges {inclyding ‘watar and sewer), fines and impositions levied against or on account of the Property, and shall
pay when due allclaims for work done on or for services rendered or material furnished to the Property. Grantor
shall mairitain the Property free of all liens having priority aver or equal to the interest of Lender under this Deed of
Trust, except’ for the: I|en of taxes and assessments not due and except as otherwise provided in this Deed of
Trust, - :

Right to Contest Granter may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the oblugatlon te pay. so long as Lender’s interest in the Property is not jeapardized. If a lien arises or
is Filed as a result'of hongayment, Grantor shall within fifteen (16) days after the lien arises or, if a lien is filed,
within fifteen {}5) days after Grantor has notice 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 dlscharge the lien plus any costs and attarneys’ fees, or ather charges that could accrue as a
result of a foreclosure.6r sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment: befp__r_e ‘enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bgnd.fiirnished in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall:authorize the appropriate governmental official to deliver to Lender at any time a written
statement of the taxes and assessmeﬁts agamst the Property.

Notice of Construction. Grantor $hall notlfy Lender at least fifteen {15} days before any work is commenced, any
services are furnished, or any matenels are supplied to the Property, if any mechanic’s lien, materialmen's lien, or
other lien could be asserted on acceunt of the*work, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satlsfa{:tory to Lender that Grantor can and will pay the cost of such
improvernents. :

PROPERTY DAMAGE INSURANGCE. The followmg prowsmns relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor sha__l‘l pi"ocure a_nd maintain policies of fire insurance with standard extended
coverage endorsements on a fair valug basis-for:the full insurable value covering all improvements on the Real
Property in an ameunt sufficient to avoid application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantar shail also:procure and maintain comprehansive general liability insurance in such
coverage amounts as lLender may request with. Trustee and Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantor *shall maintain.such other insurance, including but not limited to
hazard, business interruption, and boiler insuraneé, as Lendersmay reasonably reqguire. Policies shall be written in
form, amounts, coverages and basis reasonably acceptabie to. Lender and issued by a company or companigs
reasonably acceptable to Lender. Grantor, upon request of” LenQer will deliver ta Lender from time to time the
policies or certificates of insurance in form satisfactory to-Lender, including stipulations that coverages will not be
cancelled or diminished without at least thirty {30) days ‘prior written notice to Lender. Each insurance policy also
shall include an endorsement providing that coverage in‘favor of Lender will not be impaired in any way by any act,
omission or default of Grantor or any other person., Should the HReal-Property be located in an area designated by
the Director of the Federal Emergency Management Agenicy as.@ special-flood hazard area, Grantor agrees to
obtain and maintain Federal Flood nsurance, if available, within’45 days after notice is given by Lender that the
Property is located in a special flood hazard area, for the full unpaid principal balance of the loan and any prior liens
on the property securing the loan, up to the maximum policy limits set under the National Flood Insurance Program,
or as otherwise required by Lender, and to maintain such insurance for the" term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any logs-or.défiage to the Property. Lender may
make proof of loss if Grantor falls to do so¢ within fifteen (18) days of the casualty. Whether or not Lender’s
security is impaired, Lender may, at Lender's election, receive and retain? the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration
and repair of the Property. [f Lender elects to apply the proceeds to restoration arid fepair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satis'fjacto_r__v to lender. Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds fm"" the reasonable cost of
repair ar restoration if Grantor is not in default under this Deed of Trust. Any procéeds which have not been
disbursed within 180 days after their receipt and which Lender has not committed.to the repgair or restoration of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, then to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness.. If Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid wrthout mterest to Grantor as
Grantor's interests may appear. b

Grantor's Report on Insurance. Upon request of Lender, however not more than once a yea Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) the name of ‘the msurer,_. {2F. the risks
insured; {3} the amount of the policy; {(4) the property insured, the then current réplacemént yalug 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 to Lender determine the cash vaiue replacement cost
of the Property. .

LENDER'S EXPENDITURES. [f any actian ar proceading is commenced that would materially affect Lender s interest in
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Docurnents, includlng
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to dnscharge or pay,
under this Deed of Trust ar any Related Dacumaents, Lender on Grantar's behalf may (but shall not be obl:gated t0) take “
any action that Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, security
interests, encumbrances and other claims, at any time levied or placed on the Praperty and paying all costs:for insuring,
maintaining and preserving the Property. All such expenditures incurred or paid by Lender for such purposes-will‘thery .
bear interest at the rate charged under the Note fram the date ingurred or paid by Lender to the date of repaymientby .+
Grantor. All such expenses will become a part of the Indebtedness and, at Lender's option, will (A} be payablg on’
demand; (B] be added to the balance of the Note and be apportioned among and be payable with any installhént
payments to become due during either {1} the term of any applicable insurance policy; or (2} the remaining term of

the Note; or (C) be treated as a balloen payment which will be due and payable at the Note's maturity. The Deed of g
Trust also will secure payment of these amounts. Such right shall be in addition to all other rights and remedies to -~

L

SKaglt COunty Audutor
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DEED OF TRUST
- _koarr No: 5025939-205 (Continued) Page 5

_:mm-é‘}s referred to in this paragraph.

o &.Attorney in-Fact. |f Grantor fails to 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. For such purposes, Grantor hereby irrevocably appoints
Fender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing &l
‘other thmgs as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
ff-the precedlng paragraph.
FULL: PERFQRMANCE If Grantar pays all the Indebtedness when due, and otherwise performs all the obligations
rmposed upon Grantor. under this Deed of Trust, Lender shall execute and deliver to Trusiee a request for full
reconveyince 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 Property. Any reconveyance fee shall be paid by
Grantor, if permttted fy dpfilicable taw, The grantee in any recanveyance may ba described as the "person ar persans
legally entitied therétd”", and the racitals in the reconveyance of any matters or facts shall ba conclusive proof of the
truthfulness of any sf.ich Jmatters or facts.

EVENTS OF DEFAULT Each ef the following, at Lender’s option, shall canstitute an Event of Default under this Deed
of Trust:

Payment Defauilt. Gta‘ntor fail's ‘tp make any payment when due under the Indebtedness.

Other Defaults, Grantor-fails te comply with or to perform any other term, obligation, covenant or condition
contained in this Deed: of Trust.or in any of the Related Documents or to comply with or to perform any term,
okligation, covenant. er condmon contamed in any other agreement between Lender and Grantor.

Compliance Default. " Failtre. fo comply with any other term, obligation, covenant or condition contained in this
Deed of Trust, the Nate ar i any of the Related Documents.

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

False Statemenis. Any warranw, reptesentatron or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Deed.df Frust or the Related Documents is false or misleading in any material respect,
either now or at the time made ar furmshed ar becomes false or misleading at any time thereafter.

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full force and
effect {including failure of any collateral document to create a valid and perfected security interest or lien) at any
time and for any reason. :

Insolvency. The dissolution or termination of Grantor s existence as a going business, the insolvency of Grantor,
the appointment of a receiver for any partyof Grantor’s property, any assignment for the benefit of creditars, any
type of creditor workout, or the commencement Gf any proceeding under any bankruptcy or insolvency laws by or
against Grantor.

Creditor or Forfeiture Proceedings. Commencé’ment of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossessmn or any other, method, by any.creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event: .of Default shall not apply if there is a good faith
dispute by Grantor as to the validity or reasonableness af the clalm which is the hasis of the creditor or forfeiture
proceeding and if Grantor gives Lender written notice of- ‘the creditor or forfeiture proceeding and deposits with
Lender monies or a surety bond for the creditor or forfgiture proceedlng, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or band for the dlspute

Breach of Other Agreement. Any breach by Grantor under the térms’ of any other agreement between Grantor and
Lender that is not rernedied within any grace peried provided thereir, ineluding without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whethet existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, endorser, surety,
or accommadation party of any of the Indebtedness ar any guarantor, endorser, surety, or accommodation party
dies or becomes incompetent, or revokes or disputes the valtdnty of r I|ab|l|ty under, any Guaranty of the
Indebtedness. = ’ kY

Adverse Change, A material adverse change occurs in Grantor's finanmai cond|t|on, ar Lender believes the
praspect of paymant or performance of the indebtedness is impaired. : ¢

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is curable and i Grantor has not been given a notice
of a breach of the same provision of this Deed of Trust within the preceding twelve- (1 2) menths, it may be cured if
Grantor, after receiving written notice from Lender demanding cure of such defaulty” (1) cures the default within
fifteen {15) days; or 2} if the cure requires mare than fifteen {15) days, immediately initiates steps which Lender
deems in Lender's sole discretion to be sufficient to cure the default and thereafter cortinues gnd completes all
reasonable and necessary steps sufficient 1o produce compliance as soon as reasonably pra&t'lca-t

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 one or more of the following rights and remedies: P .

Election of Remedias. Election by Lender to pursue any remedy shall not exclude pursuit-dt,a"ny pth‘éf re’r_nedv, and
an slection to make expenditures or to take action to perform an obligation of Grantor under this-Beed of Trust,
after Grantar's failure to parform, shall not affect Lender’s right to declare a default and exercise i'ts' remedie-s

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

Foraclosure. With respect to all or any part of the Real Property, the Trustee shall have the rlght 6 exermse_lts
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclase by 1ud|cla[_
forectosure, in either case In accordance with and to the full extent provided by applicable law. : R

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

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the o
Property and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and”
above Lender's costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant'or:*
other user of the Property to make payments of rent or use fees directly to Lender. H the Rents are collected by
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments receivad in
payment thereof in the hame of Grantor and 10 negotiate the same and collect the proceeds. Paymenis by tenants .
ar other users to Lender in responss ta Lender's demand shall satisfy the obligations for which the payments are .

IR .

Skaglt County Aud|tor
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DEED OF TRUST
~ koan'No: 5025939-205 (Continued) Page 7

___.prevrous fiscal year in such form and detail as Lender shall require. "Net operating income” shall mean all cash
i recelpts from the Property less all cash expenditures made in connection with the operation of the Property.

’ Captlgn..Headnngs. Caption headings in this Daed of Trust are for convenience purposes only and are not to be
Lised to interpret or define the provisions of this Deed of Trust.

f,_Merger There shall be no merger of the interest or estate created by this Deed of Trust with any other interest or
‘astate in the Property at any time held by or far the benefit of Lender in any capacity, without the written consent
of Lender

Guvernmg Law Th|s Deed of Trust will be governed by federal law applicable to Lender and, to the extent not
presmpted by federal law, the laws of the State of Washington without regard to its conflicts of law provisions.
This Daad of Trust has bean accepted by Lender in the State of Washington.

Choice of Venue I thére is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of SKAGIT County, State of Washington.

No Waiver by Lande . Lender shall not be desmed to have waived any rights under this Deed of Trust unless such
waiver is givepin wrrtmg and‘signed by Lender. No delay or omission on the part of Lender in exercising any right
shall operate as-a waiver, of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or tonstituteé a waiver of Lender's right otherwise to demand strict compliance with that
provision or any other pravision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Grantar, shall constitute a walver of any of Lender's rights or of any of Grantor's obligations
as to any future transaciionss Whenever the ctonsent of Lender is required under this Beed of Trust, the granting
of such consent by Lerder/in afly ifistance shall not canstitute continuing consent to subsequent instances where
such cansant is required and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. If a court of competerit jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any “gircumstance,. that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other errcumstance it feasible, the pffending prowsmn shall be considered modified so
that it becomes legal, valid and enforceable If the offending provision cannot be so modified, it shall be
considered deleted from this Deed 0f Trust. . Unless otherwise required by law. the illegality, invalidity. or
unenforceability of any provision.of thrs Deed of Trust shall not affact the Jegality, validity or enforceability of any
other provision of this Deed of Trust :

Successors and Assigns. Subject to anv 'mrtatlons stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon-and inure to-the benefit of the parties, their successors and assigns. If
gwnership of the Praperty becomes vested in a person sather than Grantor, Lender, without notice to Grantar, may
deal with Grantor's successors with reference to-this-Deed of Trust and the Indebtedness by way of forbearance or
extenslon without releasing Grantor from the gbligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the esse'r'i;ceji:h the performance of this Deed of Trust,

Waive Jury. All parties to this Deed of Trust héreby waiva tha right to, in any action, praceeding. or

counterclaim brought by any party against any other party. (Inmal Here :

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
exemption 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 spacifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money
of the United States of America. Words and terms used in the smgular shall include the plural, and the plural shall
include the singular, as the context may require. Words and terms ot othermvise defmed in. shis Daed of Trust shail
have the meanings attributed to such terms in the Uniform Commercral Code . . ‘fﬂ ]

Benseficiary. The word "Beneficiary” means PEOPLES BANK, and |ts succ:eesors ,gmd assrgns

Borrower. The word "Borrower” means ANACO WEST CORP and mcludes all co-signers and co- makers ergnmg
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 limitation all assignment and security interest prowsmns relatlhg to the Personal Property and
Rents. : L .

Default. The word "Default" means the Default set forth in this Deed of Trust in the sectlon titled "Default“

Event of Default. The words "Event of Default” mean any of the events 6f default set forth in this Deed of Trust in
the events of default section of this Deed of Trust, : :

Grantor. The word "Grantor™ means ANACO WEST CORP..

Guaranty. The word "Guaranty" means the guaranty from guarantor, endorser, suretv, or accemmodatron party to
Lender, including without limitation a guaranty of all or part of the Note. : REa-

Improvements. The word "Improvements” means all existing and future mprcvements. bundlngs, structures,
mobite homes affixed on the Real Property, facilities, additions, replacements and other conetructlon on the Real
Property. - .

indebtedness. The word "Indebtedness™ means all principal, interest, and other ameuhts,' c‘osts“”and' BRPENSES
payable under the Note or Related Documents, together with all renewals of, extensions of, modifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts expended or-advanced by
Lender to discharge Granior's obligations or expenses incurred by Trusiee or Lender to-enforce-Grantor's
obligations under this Deed of Trust, together with interest on such amounts as provided in this Deéd of Trust.
Specifically, without limitation, Indebtedness includes all amounts that may be |nd[rectly sec d. by the
Cross-Collateralization provision of this Deed of Trust. :

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

Nots. The ward "Note™ means the promissory note dated July 9, 2008, in the original prlnCIpal amount Of i
$200,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications H
refinancings of, consolidations of, and substitutions for the promissory note or agreement, NOTICE TO GRANTO
THE NOTE CONTAINS A VARIABLE INTEREST RATE. ) ‘

Personal Property. The words "Personal Property® mean all equipment, fixtures, and other articles of personaI r
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property,"'
together with all accessions, parts, and additions to, all replacements of, and all substitutions far, any of such
property; and together with all issues and profits thereon and proceeds {including without flimitation all insurance

proceeds and refunds of premiums) from any sale ar gther disposition of the Property. T
2008071001 Lmlmw
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