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CHICAGO TITLE CO.
W44 7 )WWM{ DEED OF TRUST

DATE: August 15, 2008__._: "

Reference # (if appllcable) IC46147 ' Additional on page
Grantor{s):
1. D&S LA CONNEH PROPERTIES LL.C

Grantee(s) f '
1. Whidbey Island Bank
2. CHICAGO TITLE COMPANY Mt Vernon Trustee

Legal Description: PTN. GOV. LOTS 2 AND 3 AND PTN. NE SE 36-34-2 AND LOTS 4 AND 5,
BLK. A, MAP OF LA CONNER .
Additional on page 9

Assessor's Tax Parcel ID#: 4123-001-008-0004 and 340236-0-034-0006

THIS DEED OF TRUST is dated August 15, 2008_,~.~aino_n:g D&S LA CONNER PROPERTIES, LLC
("Grantor”); Whidbey island Bank, whose mailing-‘address is CL SNOHOMISH - 1, 3271 SE
PIONEER WAY, P.O. BOX 1589, OAK HARBOR,;WA 98277 (referred to below sometimes as
"Lender” and sometimes as "Beneficiary™); and "CHICAG"O ‘TITLE COMPANY-Mt. Vernon, whose
mailing address is 425 COMMERCIAL STREET, MOUNT VERNON WA 98273 {referred to
below as "Trustee”). .
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DEED OF TRUST
{Continued) Page 3

_Trust.

.Right to-Contest. Grantar may withhald payment of any tax, assessment, or claim in connection with a good faith

’ disbu_te.. over the obligation 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, Grantor shall within fifteen {15) days after the lien arises or, if a fien is filed,

s within fifteen (15) 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 Lander in an
samount sufficient to discharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a
result 6f a’ foréclosure or sale under the lien. |n any contest, Grantor shali defend itse and Lender and shall
satisfy-any adverse judgment befare enforcement against the Property. Grantor shall name Lender as an additional
obligee under any ‘surety bond furnished in the contest proceedings.

Evidenée of Pav}mant_."‘ 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 assessments against the Property,

Notice of Constriction. Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
services are fufnishied; or any materials are supplied to the Property, if any mechanic's lien, materialmen's lien, or
other lien could-be assérted on account of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender advanhce-assurances satisfactory te Lender that Grantor can and will pay the cost of such
improvements, G

PROPERTY DAMAGE INS_UH' ' NC_IL “The-following provisions relating to insuring the Property are a part of this Deed of
Trust. W A e

Maintenance of Insurance. -Grantor shall procure and maintain policies of fire insurance with standard exterded
coverage endorsements on:a replacement basis for the full insurable value covering afl improvements an the Real
Property in an amount sufficient to avoid-application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. “Grantor shall-alsé procure and maintain comprehensive general liability insurance in such
coverage amounts as Lendsér.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 ta
hazard, business interruption, and béiler insyrance, as Lender may reasonably require. Policies shall be written in
form, amounts, coverages and ‘basis reasonably: acceptable to Lender and issued by a company ar companies
reasohably acceptabie to Lender. “Grantor: upon request of Lender, will deliver to Lender from time to time the
policies or certificates of insurancein“forfn satisfactory to Lender, including stipulations that coverages will not be
cancelled ar diminished without at least ten {10) 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,
amission or default of Grantor ot any other person. The Real Property is or will be located in an area designated by
the Director of the Federal Emergency Management Agency as a special flood hazard area. Grantor agrees to
obtain and maintain Federal Flood Insurance, if-available, far the full unpaid principal balance of the loan and any
prior liens on the property securing the lean, up to the maximum policy limits set under the National Fiood
Imsurance Program, or as otherwise required by Eender, and to maintain such insurance for the term of the loan.

Application of Proceads. Grantor shall promptly notify Lender of any loss or damage to the Property if the
estimated cost of repair or replacement exceeds $1,000.00:" Lender may make proof of loss if Grantor fails to do
so within fifteen {15) days of the casualty. Whether or not Lénder's security is impaired, Lender may, at Lender's
election, receive and retain the proceeds of any insurarice and apply the proceeds to the reduction of the
Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the Property. [f Lender
elects to apply the proceeds to restoration and repair; Grantor.$hall repair or replace the damaged or destroyed
improvements in & manner satisfactory to Lender. Lendgr‘shai'l,‘u‘bo_n_. satisfactory proof of such expenditure, pay
or reimburse Grantor from the proceeds for the reasonable-cost'of-repair or_restoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have not been disbursed: within 180 days after their receipt and
which Lender has not committed to the repair or restoration of the Property shall be used first to pay any amount
owing 1o Lender under this Deed of Trust, then to pay accrued:interest, and the remainder, it any, shal be applied
to the principal balance of the Indebtedness. If Lender holds any .prgceeds after payment in full of the
Indebtedness, such proceeds shall be paid without interest to Grantor.as Grantor's interests may appear.

Grantor's Report on insurance. Upon request of Lender, however hdt-nridre-‘fhan ance a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) :the’name:of the insurer; (2) the risks
insured; {3} the amount of the policy; {4} ihe property insured, the then current replacement value of such
property, and the manner of determining that value; and {$) the expiration date of the policy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determine theé cash value replacement cost
of the Property. T

LENDER'S EXPENDITURES. If any action or proceeding is commenged that would matefially affect Lender's interest in
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any:-Related Bocuments, including
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor'is required 10 discharge or pay
under this Deed of Trust or any Related Documants, Lender on Grantor's behalf may {but shall not'be obligated to) take
any action that Lender deems appropriate, including but not limitad to discharging ofpaying.-all tases,liens, security
interests, encumbrances and other claims, at any time levied or placed on the Praperty arid pavying 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 1o the date of reffayment by
Grantor. Al such expenses will become a part of the Indebtedness and, at Lender's optior; will AAYF be-payable on
demand; (B} be added to the balance of the Note and be apportioned among and be payable With-any .installment
payments to become due during either (1) the term of any applicable insurance policy; or (2).the reémainingterm of
the Note; or (C} be treated as a balloon payment which will be due and payable at the Note's maturity, Thi Deéd of
Trust also wilt secure payment of these amounts. Such right shall be in addition to all other rights and-reredias. to
which Lender may be entitied upon Default. ET

WARRANTY; DEFENSE OF TITLE. The following pravisions relating to ownership of the Property are a:p_ai‘-t' of this Deed
of Trust: 9

Title. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property in fee simble, ¢
free and clear of all liens and encumbrances other 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 cennsttion; -
with this Deed of Trust, and (b} Grantor has the full right, power, and authority to execute and deliver this-Deed of -

Trust to Lender. P

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and witl farever defend _me"'“
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 or the interest of Trustee or Lender under this Deed of Trust, Grantar shall defend the

action at Grantor's expense, Grantor may be the nominal party in such proceeding, but Lender shall be entitled to .-*

MR

1
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DEED OF TRUST
{Continued) Page 5

_régallv'en"‘fitled thereto”, and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
;f'truthfulness of any such matters or facts.

EVENTS QF. DEFAULT Each of the following, at Lender's option, shall constitute an Event of Default under this Deed
‘of Trus:

Payment Dafault Grantor fails to make any payment when due under the Indebitedness.

:~.0ther Defaults . Grantor fails to comply with or to percform any other term, obligation, covenant or condition
‘coritaified in IhlS Deed of Trust or in any of the Related Documents or to comply with or to perform any term,
obligatitn, cover‘lant or condition contained in any other agreement between Lender and Grantor.

Compllanca anault Failure to comply with any other term, obligation, covenant or condition contained in this
Deed of Trust the Note of in any of the Reiated Documents.

Default on Other’ Paymam_:s. Faflure of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insuranr’:e -ror any other payment necessary 1o prevent filing of or to effect discharge of any lien.

False Stataments.. Any warranw, representation or statement made or turnished to Lender by Grantoer or on
Grantor's behalf Under-this’Deed of Trust or the Related Documents is false or misleading in any material respect,
either now or at the timé made or furnished or becomes false or misleading at any time thereafter.

Defactive Collateralization. This Deed of Trust or any of the Related Docurments ceases ta 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 g

Death or 1nsolvancy The dlssolutlon of Grantor's (regardless of whether election to continue is made), any
member withdraws from; the limited liability company, of any other termination of Grantor's existence as a going
buginess or the death of any member, the insolvency of Grantor, the appeintment of a raceiver for any part of
Grantor's property, any. dssignment for. the benefit of creditors, any type of creditor workout, or the
commencement of any proceedmg under ahy bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedings: _Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession.dr 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 atcounts,
including depesit accounts, with Leénder, “Howeéver, this Event of Default shall not apply if there is a good faith
dispute by Grantor as 1o the validity-‘or réagbnableness of the claim which is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lender: wiitten notice of the creditor or forfetture proceeding and deposits with
Lender monies or a surety bond for the credltor or.forfeiture proceeding, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or. bond for the dispute.

Breach of Other Agresment. 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 agreement
concerning any indehtedness or other obligation. of Grantor to Lender, whether existing now or later,

Events Affecting Guarantor. Any of the precedmg events oggurs with respect to any Guarantor of any of the
indebtedness or any Guarantor dies or becomeés mcompetent 0r revokes or disputes the validity of, or fiability
under, any Guaranty of the Indebtedness.

Adverse Change. A material adverse change occ:urs'in""Granfor"s financial condition, or Lender believes the
prospect of payment or performance of the Indebtedness [ lmpaured

Insecurity. Lender in good faith believes itself insecure

Right to Cura. If any default, other than a default in payment ig" curable ar1d if Grantor has nat been given a notice
of a breach of the same provision of this Deed of Trust within the precedmg ‘twelve (12) months, it may be cured if
Grantor, after receiving written notice from Lender demanding ;.cure of such default; {1} cures the default within
ten {10} days; or (2} if the cure requires more than ten (10) days, lmmedsately initiates steps which Lender deems
in Lender's sole discretion to be sufficient to cure the default angd ‘thereaftér continues and completes all reasonable
and necessary steps sufficient to produce compliance as soon as. reasonablv practlcal

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs ider this Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and rernedies: ’

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursunt of any other remedy, and
an election to0 make expenditures ot to take action to perform an obligation of Graritor under this Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a 'default and-exgrcise its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the eﬁtire’ indebtedness immediately
due and payable, including any prepayment penalty which Grantor would be requ;red to pay.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shal! have. the nght 0 exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the. right e forecrose by judicial
faraclasure, in either case in accordance with and to the full extent provided by appllcable Iaw

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

Colleet Rents. Lender shall have the right, without notice to Grantor to take possessmn m‘ and manage the
Property and collect the Rents, including amounts past due and unpaid, and apply the et proceeds over and
above Lender’'s costs, against the Indebtedness. In furtherance of this right, Lender may. téquite .any tenent or
other user of the Property to make payments of rent or use fees directly to Lender. If the Rents 4re gollected by
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments received in
payment theraof in the name of Grantor and to negotiate the same and collect the proceeds. Payiments by tenaris
or other users to Lender in response to Lender's demand shall satisfy the obligations for which the. payrnents are
made, whether or net any proper grounds for the demand existed. Lender may exercise its nghjrs under thls-&.
subparagraph either in person, by agent, or through a receiver. : . E

Appoint Receivar. Lender shall have the right 1o have a receiver appointed to take pessession of all or any part of ©
the Property, with the power to protect and preserve the Property, to operate the Property preceding o pendlng-f
foreciosure or sale, and to collect the Rents from the Property and apply the proceeds, aver and above the.cost of .
the receivership, against the Indebtedness. The receiver may serve without bond if permitted by taw. Lender s
right to the appointment of a receiver shall exist whether or not the apparent value of the Property exceeds the .~
Indebtedness by a substantial amount, Employment by Lender shall not disqualify a person from serving’ as.a
receiver.

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided
above or Lender otherwise becomes entitled t0 passession of the Property upon default of Grantor, Grantor shall:™

WA
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DEED OF TRUST
{Continued) . Page 7

wawer is given in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right

=~ sKall 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 constitute a waiver of Lender's right otherwise to demand strict compliance with that

provisiot. of_any other provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing

between Lerider 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 Lender is required under this Deed of Trust, the granting

: of such ¢ensent by Lender in any instance shall not constitute continuing consent to subsequent instances where
‘such consent |s requlred and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Sevaraballty If a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforcedble’ as'to. any circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforéeable ‘as to. any other circumstance. If feasible, the offending provision shall ba 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 of Trust. Unless otherwise required by law, the illegality, invalidity, or
unenforceablhty of: any prowsmn of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust.

Successors and. Assmns Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall'be hinding upon and inure to the benefit of the parties, their successors and assigns. |f
ownership of the Property -begomes vestad in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor’s successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasmg Gran' {rom the obligations of this Dead of Trust or liabifity under the Indebtedness.

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

Waiver of Homestead Exemptlon _Grantor hereby releases and waives all rights and benefits of the homestead
axemption laws of the State of Washi&_n'gt?g as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The foliowing capitalized words.and terms shall have the following meanings when used in this Deed of
Trust. Unless specifically stated“to-the gantrary, all references to dollar amounts shall mean amounts in lawful money
of the United States of America. Woids. 4nd tarms used in the singular shall include the p!ural 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 atiributed to such terms i the Umform Commergial Code:

Beneficiary. The word "Beneficiary. means Whldbey Island Bank, and its successors and assigns.

Borrower. The word "Borrower" mean_s D&S LA .€ONNER PRQPERTIES, LLC and includes all co-signers and
co-makers signing the Nate and all their sucgessors and assigns.

Desd 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 provisions relating to the Personal Property and
Rents. Lo

Default. The word "Default" means the Default:':set forth 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 events of default section of this Deed of Trust. -

Grantor. The word "Grantor" means D&S LA CONNER F'HOPERTIES LLC.

Guarantor. The word "Guarantor” means any guarantar, surety, or accommgodation party of any or all of the
Indebtedness. . S

Guaranty. The word "Guaranty" means the guaranty :'frg';yi _Guéqantbr"’“to_ Lender, including without limitation a
guaranty of alt or part of the Note. e

improvements. The word “Improvements” means all emstmg and future 1mprovements buildings, structures,
mabile homes affixed on the Real Property, facilities, addltlons. replacements and other construction on the Raal

Property.

[ndebtedness. The word "Indebtedness" means all principal, mterest and othér. amounts, costs and expenses
payable under the Note or Related Documents, together with all teriewals of,- -extensions of, modifications of,
consolidations of and substitutions for the Note or Related Documents and anv amounts expended or advanced by
Lender to discharge Grantor's cbligations or expenses incurred by Trustee orilender to enforce Grantor's
obligations under this Deed of Trust, together with interest on such amognts as provnded m this Deed of Trust.

Lender. The ward "Lender” means Whidbey Island Bank, its successors and assngns

Note. The word "Note" means the promissory note deted August 15, 2008,:in- the otiginal principal
amount ot $1,190,000.00 from Grantor to Lender, ‘together with all rénewals.of, extensions of,
modifications of, refinancings of, consolidations of, and substitutions for the promlssorv note or agreement.
NOTICE TO GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words “Personal Property" mean all equiprment, flxtures, and other artlcies of personal
property now or hereafter owned by Grantor, and now or hereafter attached or*affixed to 4he/ Real Prapsrty;
together with all accessions, parts, and additions to, all replacements of, and all substltutlons For, any of such
property; and together with all issues and profits thereon and proceeds {including W|thout '.m‘\atatlon a" insurance
proceeds and refunds of premiums} from any sale or other disposition of the Property, - :

Property, The word "Property™ means cellectively the Real Property and the Personal Property, :

Real Property. The words "Real Property” mean the real property, interests and rights, as further descnbed in. th|s
Deed of Trust. ; : s

Related Documents. The words "Related Documents™ mean all promissory notes, credit agreements Ioan
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and_
all other instruments, agreements and documents, whether now or hereafter existing, executed in Cofinection with .
the Indebtedness; provided, that the environmental indemnity agreements are not "Related Documents and are
not secured by this Deed of Trust. : E :

Rents. The word "Rents™ means all present and future rents, revenues, income, issues, royalties, proflts, ax_hd,::
other benefits derived from the Property.

Trustes. The word "Trustee” means CHICAGO TITLE COMPANY-Mt. Vernon, whose mailing address |s 425“__-.“‘ .
COMMERCIAL STREET, MOUNT VERNON, WA 98273 and any substitute or successor trustees.
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Chicago Title Company - Island Division

EXHIBIT ‘A

Descnptlon Order No: IMV3205 MKP

.Z:PAéCEEA'

Commencmg at the Northeast corner of Block 8 of CALHOUN ADDITION TO THE
TOWN OF LA CONNER, according to the plat thereof, recorded in Volume 1 of Plats,
page 14;" .7 ..~

Thence North. 90"00 East along the South line of Morris Street, a distance of 200.05 feet
to the true point of: beginning of this property description,

Thence South 0°08' East, a distance of 127.26 feet, more or less, to a point on the Narth
line of Block “A’-of said plat of Map of La Conner;

Thence Northt 89°47°42" East along the North line of said plat of the Map of La Conner, a
distance of 157.77 feet to the Northeast corner of said Block “A”;

Thence North 0°08’ West, a distance of 26.70 feet, more or less, to a point which bears
North 90°00" West;.a distance of 42.28 feet from the Southwest corner of Block 13 of
said plat of Cathoun Addition; °

Thence North 80°00 West a distance of 7.73 feet;

Thence North 0°08" West, a dlstance of 100.00 feet to a point on the South line of Morris
Street and which point bears: North 90°00° West, a distance of 50.01 feet from the
Northwest corner of said Biock: 13, .

Thence North 90°00° West, a drstance of 150.04 feet to the true point of beginning.

Situated in Skagit County, Was_hmgton
PARCEL B:

Lots 4 and 5 and abutting vacated alley iymg Northerly and Southerly of the Easterly and
Waesterly extension of the North and South'lines of said Lots 4 and 5, Block “A” of said
plat of the Town of La Conner, according to the piat thereof, recorded in Volume 2 of
Plats, page 49, records of Skagit County, Washlngton, _

EXCEPT that portion thereof, if any, Iymg Westerly of a line 3 feet East of and
parallel to the base of the hill, as conveyed to Glenn B. Overstreet and June S.
Overstreet, husband and wife, by that instrument recorded under Auditor's File
No. 726673, records of Skagit County, Washmgton '

AND EXCEPT the following described tract:

Beginning at the Northwest corner of Block "A" sald plat of the Map of La
Conner,

Thence South 31°04'20” West along the West line of Block ‘A” a dlstance of
19.18 feet; T

Thence East, a distance of 47.84 feet;

Thence North O degrees 08'00” West, a distance of 16 15 feet to a posnt on the
North line of Block "A”;

Thence South 89 degrees47'42" West along said North hne of Block “A' a
distance of 37.90 feet to the Northwest cormner of Block “A” and the pomt of
beginning. E &

Situated in Skagit County, Washington
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