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LAND TITLE OF SKAGIT COUNTY

DEED OF TRUST

DATE: September 22, '2063 E

Reference # (if appllcabfe) BELL XX3041 / ORDER NO. 130943-SE Additional on page
Grantor(s): g
1, BAYHILL HIDGE LLC

Grantee(s)
1. Frontier Bank
2. LAND TITLE COMPANY OF SKAGIT COUNTY, Trustee

Legal Description: LOT 2B & 2C, BAY FIIDGE BUSINESS PARK BSP NO. PL-03-0708
. Additional on page 2

Assessor's Tax Parcel ID#: P122070 &j_' P1 22_07__2- ’

THIS DEED OF TRUST is dated September 22, 2008, among BAYHILL RIDGE, LLC, a LIMITED
LIABILITY COMPANY, whose address is 15522 BENSON ROAD, BOW, WA 98233 ("Grantor");
Frontier Bank, whose mailing address is Belllngham 3410 Woburn St.,, P.O. Box 32270,
Bellingham, WA 98226 (referred to below. sometimes as "Lender* and sometimes as
*Beneficiary"); and LAND TITLE COMPANY OF SKAGIT COUNTY, whose mailing address is
P.0. BOX 445, 111 EAST GEORGE HOPPER ROAI BUFILINGTON WA 98233 (referred to
below as "Trusiee"). .
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of eniry.and possession and for the benefit of Lender as Beneficiary, all of Grantor’s right, title, and interest in and to the
following described. real property, together with ali existing or subsequently erected or affixed buildings, improvements and
fixtures; -all easements, rights of way, and appurtenances; all water, water rights and ditch rights (ncluding stock in utilities
with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real property, including without limitation

all minerals, oil, gas; geothermal and similar matters, (the "Real Property”) located in SKAqur County, State

of Washmgton

LOT ZB“ A’ND 2C “BAY RIDGE BUSINESS PARK BINDING SITE PLAN PHASE 2“, BSP NO.
PL-03-0706, . APPROVED JUNE 8, 2004 AND RECORDED JULY 9, 2004, UNDER
AUDITOR’S FILE NO. 200407090108, RECORDS OF SKAGIT COUNTY, WASHINGTON;
BEING A PORTION OF THE EAST 1/2 OF THE NORTHEAST 1/4 OF SECTION 3,
TOWNSHIP 34 NORTH RANGE 3 EAST W.M.

SITUATE IN THE CO_:UN_TY OF SKAGIT, STATE OF WASHINGTON.

The Real Property “of '-i'ts-":"eoélréss is commonly known as 15935 PRESTON PLACE,
BURLINGTON, WA 98233 T__he Real Property tax identification number is P122070 &
P122072. '

Grantor hereby assigns as securrty io Lender al! of Grantor‘s right, title, and interest in and to all leases, Rents, and profits of
the Property. This assignment is recorded in"accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choate upon the tacording of this Deed of Trust. Lender grants to Grantor a license 1o coliect
the Rents and profits, which license may:be revoked at Lender s option and shal! be automatically revoked upon acceleration
of all or part of the Indebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, 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 1S GIVEN AND AGCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMAMCE. Except as otbenmse providet in this Deed of Trust, Grantor shali pay to Lender all
arounts secured by this Deed of Trust as they becoma dus, and shall strictly and in a timely manner perform all of Grantors
obligations under the Note, this Deed of Trust, and the‘Rélated Documents,

POSSESSION AND MAINTENANCE OF THE PHOPERTY Grantor agrees that Grantor's possession and use of the Property
shall be governed by the following provisions:

Possession and Use. Until the occurrence of an Event of Default, Grentor may (1) remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3) colléct the Rents from the Property (this privilege is a
licensa from Lender to Grantor automatically revoked upon default). The following provisions relate to the use of the
Property or to other limitations on the Property. The Real Property s nbt dsed principally for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Property in tenantable cOndmon and promptly perform all repairs,
replacements, and maintenance necessary o preserve its value. ’

Nulsance, Waste. Grantor shali not cause, conduct or permit any nuasance nor comemit, permit, or suffer any stripping of
or waste on or to the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will
not remove, or grant to any other party the right fo remove, any timber, minerals (including oil and gas), coal, clay,
scoria, soil, gravet or rock products without Lender's prior written) consent L

Removal of Improvemenis. Grantor shall not demolish or remove any- 1mprovements trorn the Real Property without
Lander's prior written consent. As a condition to the removal of any Improvements,-Lender may require Grantor to make
arrangements satisfactory to Lender to replace such Impravernents with Improvements of ai least equal value.

Lender's Right to Enter. Lender and Lender's agents and representatives. may enter upon the Real Property at all
reasonable times to attend to Lendec’s interests and to inspect the Real Property for: purposes oi Grantor's compiiance
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shalr promptly cause compliance
by all agenis, tenants or other persons or entities of every nature whatsoever who rent, ladse or othérwise use or occupy
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effett, of all governmental
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With Disabilities
Act. Grantor may contest in good faith any such faw, ordinance, or regulation and withhold compliance during any
procesding, including appropnate appeals, so long as Grantor has notified Lender in writing prjor 0. dolng s0 and 50
long as, in Lender's sols opinion, Lender's intsrests in the Propery are not jeopardized. Lender may: requrre Grantor o
post adequate sacurity or a surety bond, reasonably satisfactory to Lender, to protect Lender's mtereet

Duty to Protect. Grantor agrees neithar to abandon or leave unattendsd the Properly. Grantor shaﬂ do all oiher acts,
addition to those acts set forth above in this section, which from the character and use of the Property ere reasonabry
necessary 1o protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, (A) declare immediatety due and payab!e all
sums secured by this Deed of Trust or (B) increase the interest rate provided for in the Note or other document, ewdenomg
the Indebtedness and impose such other conditions as Lender deems approprlate upon the sale of transfer, withaint Lender’s ™

prior written consent, of all or any part of the Real Property or any interest in the Real Property. A “sale or transfer” means the
conveyance of Real Property or any right, title or interest in the Real Property; whether legal, beneficial or equitable; whether”  ©
votuntary or involuntary; whether by outright sale, deed, installment sale contract, land contract, contract for deed; leasehold . ¢
interest with a term greater than three (3} years, lease-option contract, or by sale, assignment, or transter of any beneficil -
interest in or to any land trust holdmg title to the Real Property, or by any other method of conveyance of an interest intha” ©
Reai Property. If any Grantor 1s a corporation, parinership or limited fability company, transfer also inciudes any chahge in.
ownership of more than twenty-five percent (25%) of the voting stock, partnership interests or limited liability company :
interasts, as the case may be, of such Grantor. However, this option shall not be exercised by Lender if such exerclse IS
prohibited by federal law of by Washington law. .

TAXES AND LIENS. The following provisions refating to the taxes and Yiens on the Property are part of this Deed of Trust:
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Payment Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,

¢ ‘-tharges (including water and sewer), fines and impositions levied against or on account of the Property, and shall pay
when-due-all claims for work done on or for services rendsred or material fumnished to the Property. Grantor shall

< maintain-the” Property free of all liens having priotity over or equal to the interest of Lender under this Deed of Trust,
except for the llen of taxes and assessments not due and except as otherwise provided in this Deed of Trust.

nght to Cc\ntest Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or is
fllect a a-rasilt of nonpayment, Grantor shall within fifteen {15) days after the iien arises or, if a lien is filed, within fifteen
(15), days after Granitor has notice of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender ‘cash-or & sufficient corporate surety bond or other security salisfactory fo Lender in an amount sufficient to
discharge.-the. fien pius any costs and attorneys' fees, or other charges that could accrus as a result of a foreclosure or
sale under Itie lier. In‘ary contest, Grantor shall defend itself and Lender and shail satisfy any adverse judgment before
enhforcermient against the PrOperty Grantor shall name Lender as an additional obliges under any surety bond furnished

in the contest proceedings,

Evidence of Paym‘én_t.:." Gr"a_niqr shall upon dsmanid furnish to Lender satisfactory evidence of payment of the taxes or
assessments and shall aithotize the appropriate governmental official o deliver to Lender at any time a written staternent
of the taxes and assessmsnts agamst the Property.

Notice of Construction. Grantor shall notify Lendar at least fifteen (15} days before any wolk is commenced, any
services are furnished, or any materials are supplisd to the Property, if any mechanic's lien, materialmen’s lien, or other
flen could be asserted en actount 6f the work, services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurames sausfactory to Lender that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE The followmg provisions relating 1o insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance Grantor shall procure and maintain policies of flre insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering all Improvernents on the Real
Property in an amount sufficient 1 avoid apphcatlon of any coinsurance clause, and with a standard mortgagee clause in
favor of Lender. Grantor shall also-procure and maintain comprehsnsive general liability insurance in such coverage
amounts as Lender may request with. Trustee.and Lender being named as additional insureds in such liability insurance
policies.  Additionally, Grantor shall_mairitain. such” other insurance, including but not limited to hazard, business
interruption, and boiler insurance, as, Lendér may reasonably require. Polictes shall be written in form, amounts,

coverages and basis reasonably acceptable.tc: 'ender and issued by & company of companies reasonably acceptable to
Lender. Grantor, upon request of Lender, will defiver to Lender from time to tima the poiicies or certificates of insurance
in form satisfactory to Lender, including snpu}ations that coverages will not be cancelled or diminished without at least
thirty (30) days prior written notice to Lendar.” Eachi insurance policy also shall inciude an endorsement providing that
coverage in favor of Lender will not be |mpa|red in-any way by any act, omission or default of Grantor or any other
person. Should the Real Property be locatéd .in an area designated by the Director of the Federal Emergency
Managament Agency as a special flood hazard area, Grantor agrees io obiain and maintain Federal Flood Insurance, if
available, within 45 days after notice is given by Leénder that the Property is located in a special flood hazard area, for the
full unpaid principal balance of the loan and any prior | fiens on the préperty securing the loan, up to the maximum policy

limits set under the Mational Flood Insurance Program, or as, othsnwse required by Lender, and to maintain such
insurance for tha term of the loan,

Application of Proceeds. Grantor shall promptly notify Lender of any Ioss or damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15).days of the' casuaity. 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 affachng the Property, or the restoration and repair of the

Property. If Lender elects to apply the proceeds to restoration ahd repair, Grantor-shall repair or replace the damaged or

destroyed Improvements in a manner satisfactory to Lender. Lender-ghall, upon satisfactory proof of such expenditure,

pay of relmburse Grantor from the proceeds for the reasonable cost of repair o 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 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 Tull oi the Indebtedness. such procesds

shall be paid without interest to Grantor as Grantor's interests may appear. o

Grantor’s Report oh Insurance. Upon request of Lender, however not more than oncs a year, Grantor shall fumish 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) the property insured, the then current replacement value of such groperty, and the manner
of determining that value; and (5) the expiration date of the policy. Grantor shall, ypon réquest of Lender, have an
independent appraiser satisfactory to Lendar determine the cash value replacement €ost of the Property.

LENDER'S EXPENDITURES. If any action or proceedmg is commenced that would materfally affect Lender's Interest in the
Property or it Grantor fails to comply with any provision of this Deed of Trust or any Related Documénts;” including but not
flimited to Grantor's failure to discharge of pay when due any amounts Grantor is required to discharge orpay under this Deed
of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not ba obligated to) take any-action that Lender
deems appropriate, including but not limited to discharging or paymg all taxes, liens, security interests; engumbrances and
other claims, at any lime fevied or placed on the Property and paying ali costs for insuring, maintaining- and: preserving the
Property. All such expenditures incurred or pald by Lender for such purposes will then bear interest at 1he rate”charged
under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses will become
a part of the Indebledness and, at Lendar's option, will (A) be payable on demand; (B) be added to the balance of the
Note and be apportloned among and be payable with any instalimant payments to bacome due during either (1) the terf. of
any applicable insurance policy; or (2) the remaining term of the Note; or (C) be reated as a balloan payment whigh will be
due and payable at the Note’s maturity. The Deed of Trust also will secure payment of these amounts. Such rlght shall be in
addition to all othar rights and remediss 1o which Lender may be entiled upon Default. r :

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of.th|s Ieed of ' )
Trust:
Title. Grantor warrants that: (a} Grantor holds good and marketable titte of record to the Property in fae SImp}e, free g K_f'
and clear of all liens and encumbrances other than those set forth in the Real Property description or i any itle -
insurance policy, title report, or final titte opinion issued in favor of, and accepted by, Lender in connection with this Desd © .
of Trust, and (b} Grantor has the full right, power, and authority 1o execute and deliver this Deed of Trust to Lender.’ g

Defense of Title. Subject io the exception in the paragraph above, Grantor warrants and will forever defend the tile to
the Property against the lawful claims of all parsons. In the event any action or proceeding is commenced that guestions
Grantor's title or the interest of Trustee or Lander under this Deed of Trust, Grantor shall defend the action at Grantor’s
expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitied to participate in the
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; 'proceedmg and 1o be represented in the proceeding by counsel of Lendsr's own choice, and Grantor will deliver, or
¢ c~causs to be delivered, to Lender such instruments as Lendser may request from time to time to permit such participation.

e Compﬂance With Laws. Grantor warrants that the Property and Grantor's use of the Property complies with all existing
apphcable laws ordinances, and regulations of governmental authorities.

Suwwa! of Hepr%emahons and Warranties. Al representations, wamanties, and agreements made by Grantor in this
Deed of Trustishall survive the execution and delivery af this Deed of Trust, shall be continuing in nature, and shalt
rernain in full force and effect until such time as Grantor's Indebtedness shall be paid in full,

CONDEMNATION The following provisions relating to condernnation proceedings are a part of this Deed of Trust:

Proceed!ngs [t any procesding in condemnation is filed, Grantor shall promptly niotify 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‘suich progeeding, but Lender shall be entitied to participate in the proceeding and to be represented in
the proceeting by:Counsel of its own choice all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender such mstruments and documentation as may be requesied by Lender from time to time to permit such
participation. ’

Application of Net Proceeds lf all or any part of the Property is condemned by eminent domain proceedings or by any
proceeding or plrchase’in’ liey:of ‘condemnation, Lender may at its slection require that all or any portion of the net
proceeds of the award be applied: to the Indebtedness or the repalr or restoration of the Property. The net proceeds of
the award shall mean the award after payment of all reasonable costs, expenses, and atiorneys’ fees incurred by Trustee
or Lender in connection: w:th the. condermation

IMPOSITION OF TAXES, FEES AND: CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating to
governmental taxes, fees and chargas are a part of this Deed of Trust:

Current Taxes, Fees and Charges Upon reguest by Lender, Grantor shall execute such documents in addition to this
Deed of Trust and take whataver other actidn is requested by Lender to perfect and continue Lender's lien on the Real
Property. Grantor shall reimbyrse -Lendér for ail taxes, as described below, together with all expenses incurred in
recording, perfecting or continuing this Desd of Trust, including without limitation all taxss, fees, documentary stamps,
and other chargss for recording or reglstanng this Deed of Trust.

Taxes. The following shall constitite taxesto whlch this section applies: {1} a specific tax upon this type of Deed of
Trust or upon alt or any part of the irifisbtednisss secured by this Deed of Trust; (2) a specific tax on Grantor which
Grartor is authorized or required to dedtict from payments on the Indebtedness secured by this type of Deed of Trust,
{3} atax on this typs of Deed of Trust chargeable -against the Lender or the hoider of the Note; and (4) a specific tax on
all or any portion of the Indebtedness or on payments of principal and interest made by Grantor.

Subsequent Taxes. If any tax to which this.séction 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 exercise any or ail of its available remedies for
an Event of Default as provided below unless’ Grantor either (1) pays the tax before it becomes delinguent, or (2}

contests the tax as provided above in the Taxes.and Liens section and deposits with Lender cash or a sufficient
corporate surety bond or gther security satisfactory. to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. “The follownng pruvtsmns relating to this Dead of Trust as a security
agresment are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Securlty Agreement ta the extent any of the Property constitutes
fixtures, and Lender shall havs all of the rights of a secured party under 1he Uniform Commercial Code as amended from
time to tima.

Security Interest. Upon request by Lender, Grantor shall take whavevar action is requested by Lender to perfact and

" continue Lender's security interest in the Rents and Personal Pripérty.+ in addition to recording this Deed of Trust in the
real proparty rscords, Lender may, at any time and withcut further autherization from Grarttor, file executed counterparts,
copies or reproductions of this Daeed of Trust as a financing statement Grantor shall relmburse Lender for afl expenses
incurred in perfecting or continuing this security interest.  Upon defaurr Grantor shall not remove, sever or detach the
Personal Propsrty irom the Property. Upon default, Grantor shall assemble any Perscnal Property not affixed to the
Property in a manner and at a place reasonably convenient to Girartor and Lender and-make it avallable to Lendsr within
thres (3) days after receipt of written demand from Lender to the extent perrmtted by apphcable law.

Addresses. The mailing addresses of Grantor (debtor} and Lender (secured party) from which information conceming
the security interest granted by this Deed of Trust may be obtained (each as raqulred by the Uniform Commercial Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provision's r'ela"ting to:"'fm”'ﬂ'ter assurances and
attorney-in-fact are a part of this Deed of Trust:

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor willmake, execute and
daliver, or will cause 1o be made, executed or delivered, to Lender or to Lender's désignee, and whan raquested by

Lender, cause o be filed, recorded, refiled, or rerecorded, as the case may be, at suchitimes-and‘in such offices and
places as Lender may deem appropriate, any and all such mortgages, deeds of-iust seturity” deeds, security
agreements, f:nancmg statements, continuation statements, instruments of further asswance, gertificatas, and other
documents as may, In the sole opinion of Lender, be necessary or desirable in order to effectuate,: compista perfect,

coniinus, or preserve (1) Grantor's obtigations under the Note, this Deed of Trust, and the Related DocuUments, and (2}
the liens and sacurity intergsts created by this Deed of Trust as first and prior fiens on the Propeﬂy, whethar now owned
or hereafter acquired by Grantor. Unless prohibited by law or Lender agress to the contrary in wiiting, Grantor sha'd
reimburse Lender for all costs and expenses incurred in connection witih the matters referred to in this paragraph

Attorney-in-Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do [='6) for

and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lendet

as Grantor's attomey-in-fact for the purpose of making, executing, delivering, filing, recording, and doing ali’ other things, ™

as may be necessarty or desirable, in Lender's sols opinion, to accomplish the matters referred to irl me pracadlng

paragraph. £
FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obhgatlor]s |mposed o
upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full recanveyance.and shall”;
execute and deliver to Grantor suitable statements of termination of any financing statement on file evidencing Lendar's; -
security -interest in the Rents and the Personal Properly. Any reoonveyance foe shall be paid by Grantor, if permitted by -+

applicable law. The grantee in any recorveyance may be described as the "person or persons legally entitied thereto”, and -

the recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any sueh matters or
facts.

VENTS OF DEFAULT. Each of the following, at Lender’s option, shall consfitute an Event of Dafault under this Dead of
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:.Pair'rneht Default. Grantor faiis 1o make any payment when due under the Indebtedness.

C -""'Other Defavits. Grantor fails to comply with or to perform any gther term, obligation, covenant or condition contained in
e this-Deed of -Trust or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or
cmdmon contarned in any other agreement between Lender and Grantor.

Cn:mphance Default, Failure to comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Noteor in any of the Related Documents.

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

Detault in: Favor of Third Parties. Should Grantor default under any loan, extension of credit, securily agreement,
purchase or.gales agfeament, or any other agresment, in favor of any other creditor or psrson that may raaterially affect
any of Grantor's property or Grantor's ability to repay the indebtedness or perform their respective obligations under this
Dead of Trust or any of the Related Documants.

False Statements, Any warranty representation or statement made or fumished to Lender by Grantor or on Grantor's
pehalf under this. Deed of Trust:or the Related Documents is false or misleading in any material respect, either now or at
the time made or furmshed or becomes false or misleading at any time thereafter.

Defective Collateralrzatron. .Thls ‘Deed of Trust or any of the Relatsd Documents ceases to be in full force and effect
{including fatiure of any colraterar document to create a valid and perfected security interest or lien) at any time and for
any Teason.

Death or Insolvency.” The drssolutron of Grantor's (regardless of whether election to continue is made), any member

" withdraws from the limited liability compariy, or any other termination of Grantor’s existence as a going business or the
death of any member, the insplvency of Grantor, the appointment of & receiver for any part of Grantor's property, any
assignment for the henefit of creditors, any type of creditor workout, or the commencement of any proceeding under any
bankruptcy or insolvency laws by, or ‘against-Grantor.

Creditor or Forfeiture Proceedings. . Commancement of foreclosure or forfeiture proceedings, whether by judicialt
proceeding, seli-help, rapossession of 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. Howsver, this Event of Default shall not appiy if there is a good falth dispute by Grantor
as 1o the validity or reasonableness of the claim which is the basis of the creditor or forfeiture proceedlng and if Grantor
gives Lender written notice of the creditoi’ or forféiture proceeding and deposrts with Lender monies or a surety bond for
the creditor or forfeiturs procesding, in an amoun’t datermmed by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breach bry Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grdce period provided therein, including without limitation any agreement
concerning any indebtedness or other obligatior.of Grantor to Lender, whether existing now of later.

Evenis Affecting Guarantor. Any of the precédmg events occurs with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes mcompetent or rsvokes or disputes the validity of, or liability under,
any Guaranty of the Indebtedness.

Acdverse Change. A material adverse change ocours int GraniOr s t“nancual condmon, or Lender believes the prospect of
paymaent or petfarmance of the Indebtedness is impaked. -

Right to Cure. If any default, other than a default in payment is curabre and if Grantor has not been given a notice of a
braach of the sama provision of this Deed of Trust within the preceding twelve (12) menths, it may be cured if Grantor,

after receiving written notice from Lender demanding cure of Such default; - {1)~cures the detault within ten {10) days; or
(2} if the cure requires more than ten (10) days, immediately ifittiatds steps “‘which Lender deems in Lender's sole
discretion to be sufficient to cure the defauit and thereafter confinyes and complates all reasonable and necessary steps
sufficient to produce compliance as soon as reasonably practical. ¢ ¢

RIGHTS AND REMEDIES ON DEFAULT, If an Event of Defauit occurs under lhcs Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and: femadies: .

Election of Remedies. Election by Lender to pursue any remedy shall hot exclude pursuﬂ of any other remedy, and an
election to make expenditures or to take action to perform an obligation of Grantor under this Deed of Trust, after
Grantor's failure to perform, shall not atfect Lender's right to declare a default and.exercise jts: remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declaré the entire !ndebtedness immediately dua
and payable, including any prepayment penalty which Grantor would be required to. pay. S

Foreclosure. With respect to alt or any part of the Real Property, the Trustes shilt-have me right 1o exsrcise its power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial Ioreclosure in efther
case in accordance 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 ali the nghts and remadies of
a secured party under the Uniform Commercial Gode.

Collect Rents. Lender shall have the right, without notice to Grantor to take possasslon “of and manage the Property
and collsct 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, Lendsr may requira any tenant or othiar User of e Property
to make payments of rent or use fees dirsctly to Lender. If the Rents are collected by Lender; thein Gréntge-irevocably
designates Lender as Grantor's attomsy-in-fact to endorse instruments received i payment thereof.in the.-name of
Grantor and to negotiate the same and collact the proceeds. Payments by tenants or other usersto’ Lsnder in respense
to Lender's demand shall satisfy the obligations for which the payments are made, whether or not any proper:grounds
for the demand existed. Lender may exercise its rights under this subparagraph sither in person, by agent or through a
receiver.

Appolint Recelver. 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 presetve the Property, to operate the Property preceding of pending foreciosure . %
or sale, and to collect the Rents from the Property and apply the procesds, over and abave the caost of the receivership]
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender’s right to the appointment.<
of a receiver shall exist whether or not the apparent value of the Properly exceeds the indebtedness by a substantral~
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 prowded above or
Lender otherwise bacomes entitied to possession of the Property upon default of Grantor, Grantor shall become a tenant -
at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, sither (1) pay a reasonable rentai<

for the use of the Praperty, or (2) vacate the Property immediately upon the demand of Lender. '
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cherRemedm Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note or
LR _.--"avai!able at law or in equity.

Notice o‘! ‘Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal

" Propetty or.of the time after which any private sale or other intended disposftion of the Personal Property is to be made.
Reasonable notice shall mean notice given at feast ten {10) days before the time of the sale or dispesition. Any sale of
the Parsonal Property may he made in conjunction with any sale of the Real Property.

Sale of the Propetty. To the extent permitied by applicable law, Grantor hereby waives any and all rights to have the
Prcpeny ‘maftshalled:. In exercising its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Profigrty’ together &r separately, in one sale or by separate sales. Lender shall be entitied to bid at any public sale on all
or any portlon of the Praperty.

Attomeys Fees, Expenses ¥ Lender institutes any suit or action o enforce any of the terms of this Deed of Trust,
Lender shall be entitied 16 recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. Whether or.ngt any court action is involved, and to the extent not prohibited by law, aif reasonabls
expenses Lender incurs that:jn Lender's opinion are nacessary at any time for the protection of its interest or the
enforcement of its nghts :shall become a part of the Indebtedness payable on demand and shall bear intersst at the Note
rata from the date’of the. expenditure until repaid. Experses coversd by this paragraph include, without limitation,
however subject'o any ligits under. applicable law, Lender's attomeys’ fees and Lender's legal expenses, whether or not
thefs is a lawsuit, including. aftorneys’ Tees and expenses for bankruptcy proceedings (including efforts to modify or
vacate any automatic stay or-injunction), appeals, and any anticipated post-Judgment collection services, the cost of
searching records, obtaining tile reports (inchuding foreclosure reports), surveyors' reports, and appraisal fess, title
insurance, and fees for thé Tristes; to the extent pamitted by applicable law. Grantor also will pay any court costs, in
addition to all other sums provided by law. *

Rights of Trustee. Trusteé shall have é\ll ©of the rights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS ° OF TRUSTEE.- “Tha following provisions relating to the powers and obligations of Trustes
{pursuant to Lender's instructions) are part of thls Déed of Trust:

Powers of Trustee. In addition to all powers of Trustee arising as a matter of law, Trustee shall have the power to take
the following actions with respect to the” Property-upon the written request of Lender and Grantor: (&) join in preparing
and filing a map or piat of the Real Property including the dedication of streets or other rights to the public; (b) join in
granting any easement or creating any restriction on the Real Property; and (c) join in any subordination or other
agraement affecting this Deed of Trustor 'lhe interest of Lender under this Deed of Trust.

Obligations to Netity. Trustes shall not be: oblrgated to hotify any other party of a pending sale under any other trust
deed or lien, or of any action or proceeding in which Graritor, Lender, or Trustes shall be a party, unless required by
applicable law, or uhiess the action or proceedmg is brought by Trusise.

Trustee. Trusiee shall meet all qualifications required for Trustee under applicable law. In addition to the rights and

remedies set forth above, with respect to all or ‘any part of the Property, the Trustee shall have the right to foreclose by
notice and sals, and Lender shali have the right to. foreclose by judlmal toreclosurs, in either case in accordancs with and

to the full extent pravided by applicable law. :

Successor Trustee. Lender, at Lender's option, may from tlme to hme appoint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed-and acknowledged by Lender and recorded in the office
of the recorder of SKAGIT County, State of Washington. . The-instrument shall contain, in addition to ali other matters
required by state law, the names of the original Lender, Trustes, and Grantor, the book and page or the Auditor's File
Number where this Deed of Trust is recorded, and the name ‘and address of the successor trustee, and the instrurnent
shall be executed and acknowledged by Lender or its successors in'intefest, . The successor trustee, without conveyance
of the Property, shall succead to all the title, power, and duties-confeired-upon the Trustee in this Deed of Trust and by
appticable law. This procedure for substitution of Trustes shali govarn to the exclusmn of all ether provisions for
substitution.

NOTICES. Subject fo applicable law, and except for notice required or al!owed by law; to be given in another manner, any
notice required to be given under this Deed of Trust, including without limitation any nptice of default and any notice of sale
shalt be given in writing, and shall be effective when actually delivered,-whan actually received by telefacsimlle (unless
otherwise required by law), when deposited with a nationally recognized overnight cotrier, or, ‘if mailed, when deposited in
the United States mail, as first class, ceriified or registered mail postage prepald, directed tothe addresses shown near the
beginning of this Deed of Trust. All copies of notices of forectosure from the holder, of any iign which has priority over this
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust. Any party may change its
address for notices under this Deed of Trust by giving formal written notice to the other parties, specifying that the purpose of
the notice is to change the party's address. For notice purposes, Grantor agrees 1o kéep Lender informed at all times of
Grantor's current address. Subject to applicable law, and except for notice required of ‘allowed by laiv to be given in anather
manner, if there is more than one Granior, any notice given by Lender to any Grantor is deemed o be nohce given to all
Grantors. :

MISCELLANEQUS PROVISIONS. The following miscellaneous provisions are a part of thlS Deed of Trust

Amendments. This Dead of Trust, together with any Related Documents, constitutes the antnra undersiandmg and
agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of 6 amendmeit to this Deed of
Trust shall be effective unigss given in writing and signed by the party or parties sought to be charged ot bound by the
alteration or amendment.

Annual Reports. |f the Properly is used for purposes other than Grantor's residencs, Grantor shaﬂ iurmsh to ‘Lerder,
upon request, & certified staterent of net operating income received from the Propecty during Grantor's-previous fiscal
year in such form and dstall as Lender shall require. “*Net operating income" shall mean all cash recelpts from the
Property 1ess all cash expenditures made in connection with the operation of the Property. .

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

Merger Thare shall be no merger of the interest or estate creatad by this Deed of Trust with any other mterest or estate.--'h"‘--
in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent of Lender.  .*

Governing Law. This Deed of Trust will be governed by federal faw appiicable to Lender and, to the extent.not-:
preempted by federal faw, the laws of the State of Washington without regard to its confiicts of law provlsions ;
This Deed of Trust has been accepted by Lender in the State of Washington.

Chaoige of Venue. |f thers is a lawsuil, Grantor agrees upon Lendar's request to subrmit to the jurisdiction of the courts of ' '
Whatcom County, State of Washington, &

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lendar. No deiay or omission on the part of Lender in exercising any right shali
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; operete as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
o prejudrce or constitute a waiver of Lender’s rrght otherwise to demand strict compliance with that provision or any other
provision ot this Deed of Trust. No prior waiver by Lender, nor any course of dealing hetween Lender and Grantor, shall
" constitute.a waiver of any of Lender’s rights or of any of Grantar’s obligations as to any future transactions. Whenever
the consent-of: Lender is required under this Deed of Trust, the granting of such consent by Lender in any instance shall
‘ot constituteé continuing consent to subsequent instances where such consent is required and in all cases such consent
nay be granted or withheld in the sole discretion of Lender.

Severability. if.4 courl of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable.-as. o any circumstance, that finding shall not make the offending provision ilegal, invalid, or
unenforceahis as to any cther circumstance. If feasible, the otfendmg provision shall be considaered modified so that it
becomes 1égal, valid and enforceable. [f the offending provisian cannot be so modified, it shall be considered delsted
from this Deed of Trust: Unless otherwise required by law, the illegality, invalidity, o unenforceability of any provision of
this Deed of Trust, shall not affect the legality, validity or enforceability of any other provision of this Dead of Trust.

Successors and Assrgns “Subject to any limitations stated in this Desd of Trust on transfer of Grantor's intersst, this
Deed of Trust shalf be Binding upon and inure to the benefit of the parties, their successors and assigns. If ownarship of
the Property becomes vested:in a person other than Grantor, Lender, without nofice to Grantor, may deal with Grantor's
suCcessors with.feforence. to this Deed of Trust and the Indebitedness by way of forbearance or extension without
reteasing Grrantor from the' oblrgatrone of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Trrne is of the sssence in the performance of this Dead of Trust.

Waiver of Homestead Exemption ‘Grantor hereby relgases and waives all rights and benefits of the homestead
exemption laws of the State of Washrngton as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The foliowing capltallzed words and terms shall have the following meanings when used in this Deed of Trust.
Unless specifically stated to the Gontrary, ali-references to dollar amounts shall mean amounts in tawful money of the United
States of America. Words and terms. used in the: smguler shall inciude the plural, and the plural shall include the singular, as
the context may require. Words and terfns not othérwise defined in this Deed of Trust shall have the meanings atiributed to
such terms in the Uniform Commercial Code:™ .-

Beneficiary. The word "Beneﬂciary'"; me"ens FrontierBark, and is successors and assigns.

Borrower. The word “Borrower" means BAYHILL RIDGE LLC and includes all co-signers and co-makers signing the
Note and ail their successors and assigns.. -

Deed of Trust. The words "Deed of Trust™ mean thrs Deed of Trust among Grantot, Lender, and Trustee, and includes
without limitation all assignment and security rnterest provrsrons relating to the Personal Property and Rents.

Default. The word "Default" means the Defaott set_;torth in this Deed of Trust in the section titled “Default”,

Event of Defauit. 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 BAYHILL HIDGE LLC.

Guarantor. The word "Guarantor' means any guerantor surety, or accommeodation party of any or all of the
Indebtedness.

Guaranty. Tha word "Guaranty" means the guaranty from Guarantor to Lender including without limitation a guaranty of
all or part of the Note. g

improvements. The word "Improvements® means all exrstrng ang future improvemnents, buildings, structuras, mobile
homes affixed on the Real Propenty, faciiities, additions, replacements and othiér-construction on the Real Property.

indebtedness. The word "Indebtedness” means all principal, interest; and other amounts, costs and expenses payabis
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 amouints expended or advanced by Lender to discharge
Grantor's obligations or expenses incurred by Trustee or Lender 19 enforce Grantor's obligations under this Deed of
Trust, together with interest on such arnounts as provided in this Deed: of Trust‘

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

Note. The word "Note" means the promissory note dated September 22 2008 in. the otiginal principal
amount of $1,885,000.00 from Grantor to Lender, together with ail renewals of, extensions of, modifications o,
refinancings of, consolrdatrons of, and substitutions for the promissory note or agreement NOTIGE TO GRANTOR: THE

NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personat Property” mean ali equipment, tixturee and other artrciee of personal property
now of hereafter owned by Grantor, and now or hereatter attached or affixed to the Real’ Property; together with all
accessions, parts, and aditions to, all replacements of, and all substitutions for, any of such property; and together with
all issues and profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premiurns)
from any sale or other disposition of the Proparty. ; I

Property. The ward "Proparty” means collectively the Real Property and the Parsonal Property

Real Praperty. The words "Real Property” mean the real property, interests and rights, as further deecnbed m ‘this Destt
of Trust.

Related Documents. The words “Related Documents* mean all promissory notes, credit agreements loan ag,reements
guaranties, securily agreements, morigages, deeds of trust, security deeds, collateral morigages,~'and all-other
instruments, agresments and documents, whether now or hereafter existing, executed In copnection  with ‘the
Indebtedness; provided, that the environmental indemnity agreements are not "Relatad Documents” and.are not seeured
by this Deed of Trust. .

Rents., The word "Rents” means alt present and future rents, revenues, income, issues, royaities, prottts and other:'
benefits derived from the Property.

Trustee. The word "Trustee” means LAND TITLE COMPANY OF SKAGIT COUNTY, whose mating address is P. 0 BOX ;
445, 111 EAST GEORGE HOPPER ROAD, BURLINGTON, WA 93233 and any substitute or successor trustees : ;
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GRANTOFI ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
.AGREES TO ITS TERMS.

G RANTOFI

Barbara: K.. Sékuma, Member

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF Washmgtoﬂ B )
R )ss ;NNEL'ESE MARIA FARRELL
corvor __ SKgit ) TATE OF Washingroy
N NOTARY ...
On this 22nd day of L.~ eptember 20 MC oMMt €xn kigned

Notary Public, personally appearad BRYM 8. SAKUMA, Managing Member of BAY
knowir 1o me or proved to me on the basis pf-satisfactory évidence to be a member or designated agent of the N
company that executed the Deed of Trust and.acknowledged the Deed of Trust to be the free and voluntary act and deed of
the kimited liability company, by authority of statute, its-articles ot organlzatlon or its operating agresment, for the uses and
purpases therein mentioned, and on oath stated that he or'she is authorized to execute this Deed of Trust and in fact
axecuted the Deed of Trust an behalf of the limitee II&bIIIIy company

Byl At Y stin
Notary Public in and for the State of WA Y My commission expires _ 6/28/12

Residing at __La Conner

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

sTATEOF  Washington oy

COUNTY OF Skagit )

On this 22nd day of _September .20 08 _ before me, the undersigned

Notary Public, personally appeared ___‘Ba:char_a_K_._Sakuma.__;_, __Membér of BAYHILL

RIDGE, LLC, and perscnally known 1o me or proved to me on the basis of safisfactory: evidence to be a member or
designated agent of the limitstd flabfity company that executed the Deed of Trust and atknowlsdged the Deed of Trust to be
the free and voluntary act and deed of the finmited liability company, by authority of statute, its articles of organization or its
operaling ggreement, for the uses and purposes thersin mentioned, and on oath stated that he or she is authorized to
execute, II’lIS Deed of Trust and in fact ted the Dead of Trust on behalf of the hmlted habmty company

8y MMM-{V» I/V( At e : A AL Rescdmg at La. COBDE.I

Notary Public i —war—— My commlsslon expires 6[ 28{ 12
ANNELIESE MARIA FARRELL P
STATE OF WASHINGTON

NOTARY --¢-- PUBLIC
| My Commission Expireg B.20.-20112

FOR FULL RECONVEYANCE

To: , Trustes

The undersigned is the legal owner and holder of alt indebtedness secured by this Deed of Trust. You arg hereby requested ]
upon payment of all sums owing to you, to reconvey without warranty, to the persons entitled thersto, the. nght iltle and
interest now held by you under the Deed of Trust.

Date: Beneficiary:
By:
Its;

[ASER PRO Lending, Veor, 5.41.20.001 Copr, Harand Financial Salufions, inc. 1097, 2008. ATl Rights Reserved. - WA -~ _+
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