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DATE: November 19 2008
Reference # {if apphcable} IC47016 Additional on page

Grantor(s):
1. SQUND HEALTH L. L C

Grantee(s)
1. Whidhey Island Bank A
2. CHICAGO TITLE COMPANY Trustee

Legal Description: PTN. SE SE 24 35 1
3 Additional on page 2

Assessor's Tax Parcel ID#: 3501 24-4-— 1120005

THIS DEED OF TRUST is dated November 19, 2008, amang SOUND HEALTH L.L.C., a
Washington Limited Liability Company {"Grantor”): Whidbey Island Bank, whose mailing
address is CL ANACORTES/FRIDAY HARBOR, 321 SE PIONEER WAY, P.0. BOX 1589, OAK
HARBOR, WA 98277 ({referred to below som_eﬂm__es__ as "Lender” and sometimes as
Beneficiary"); and CHICAGO TITLE COMPANY, whose mailing address is 425 COMMERCIAL
STREET, MOUNT VERNON, WA 98273 lreferre'dx_fto below as "Trustee"}.
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DEED OF TRUST
{Continued) Page 3

“DYE’ON-SALE - CONSENT BY LENDER. Lender may, at Lender's option, {A) declare immediately due and payable ail
sums.-secired by this Deed of Trust or [(B) increase the interest rate provided for in the Note or other document
gvideneing the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without_Lender's prior written cansent, of all or any part of the Real Property, or any interest in the Real Property. A
“sdle of trensfer™ means the conveyance of Real Property or any right, title or interest in the Real Property; whether
Iégal,_ ‘beneficial or equitable; whether voluntary or inveluntary; whether by outright sale, deed, installment sale contract,
land contract, cohtract for deed, leasehold interest with a term greater than three {3} years, lease-option contract, or by
sale, assignment, gr transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by any
other‘:m‘e_thoc_i_,.bf conveyance of an interest in the Real Property. f any Grantor is a corporation, partnership or limited
liability:company, transfer also includes any change in ownership of more than twenty-five percent (25%) of the voting
stock, paftrigrship intérests or limited liability company interests, as the case may be, of such Grantor. However, this
option shall not'be éxercised by Lender if such exercise is prohibited by federal law or by Washington law.

TAXES ANDKTKI_JE‘ﬂé. The*fé{!pwing provisions relating to the taxes and liens on the Property are part of this Deed of
Trust: ’ g iy

Payment. Grantor shall'pay when due {and in all events prior to delinguency) all taxes, special taxes, assessments,
charges (including water and:sewer), fines and impositions levied against or on account of the Property, and shall
pay when due.all elaims for:work done on or for services rendered or material furnished to the Property. Grantor
shail maintain the Property free-of all liens having priority over or equal to the interest of Lender under this Deed of
Trust, except for the ligh of-taxés and assessments not due and except as otherwise provided in this Deed of
Trust. S

Right to Contest. Grantor.may withihold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligaticn to pay;-so fong as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as a result of hanpayment, ija’ntor shail within fifteen (15) days after the lien arises or, if a lien is filed,
within fifteen (15) days a;‘te_.r' Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or & sufficient cerporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien' plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclosure or sale Under the lien. In any comtest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment Gefare enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedings.

Evidence of Payment. Grantaor shall upqn--dérij@nd_.furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize.thig apprapriate governmental official to deliver to Lender at any time a written
statement of the taxes and assessments against-the Property.

Notice of Construgtion. Grantor shall notify Lénder at’least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are sUpplied tgthe Property, if any machanic's lien, materialmen’s lien, or
other lien could be asserted on account of the work; services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The followiné prbyisions relating to insuring the Property are a part of this Deed of
Trust. L .

Maintenance of Insurance. Grantor shall procure and maintsin policies of fire insurance with standard extended
coverage endorsements on a replacement hasis for the full’ingtrable value covering all Improvements on the Real
Property in an amount sutficient to avoid application of-any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure afd maintain comprehensive general liability insurance in such
coverage amounts as Lender may request with Trusteg and Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain’such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender mdy seasonably require. Policies shall be written in
form, amounts, coverages and basis reasonably acceptable to lendér @nd-issued by a company or companies
reasonably acceptabie to Lender. Grantor, upon request of Lender, will deliver to 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 ten (10} days prior written notice' to’ Lender. Each insurance policy also
shall include an endorsement praviding that coverage in favor of Lerider will rot be impaired in any way by any act,
omission or default of Grantor or any other person. Should the Real Property B¢ Tocated in an area designated by
the Director of the Federal Emergency Management Agency as a special floodhazard area, Grantor agrees to
obtain and maintain Federa! Flood Insurance, 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 laan, up 1o the maximum policy limits set unk:_iei" the National Flood Insurance Program,
or as otherwise required by Lender, and to maintain such insurance for thé térm.of the loan:;

Application of Proceeds. Grantor shall promptly notify Lender of any loss-of damage to the Property if the
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof=6f loss if Grantor fails to do
so within fifteen {15) days of the casualty. Whather 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 tg the reduction of the
Indebtedness, payment of any lien affecting the Property, or the restoration and repair .af thé Property. If Lender
elects to apply the proceeds ta restoration and repair, Grantor shall repair or replace the damiaged or destroyed
Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such expenditure, pay
or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if-Grantorsis 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 restaration of the Property shall be used first.to pay.any amount
owing to Lender under this Deed aof Trust, then 1o 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 im fulk‘of the
Indebtedness, such proceeds shall be paid without interest to Grantor as Grantor's interests may appear. k

Grantor’s Report on Insurance, Upon request of Lender, however not more than once a year, Grantet shall furnish
to Lender a report on each existing policy of insurance showing: (1) the name of the insureri () *the risks
insured; (3) the amount of the policy; (4) the property insured, the then current replacement walue“of such
property, and the manner of determining that value; and (b} the expiration date of the policy. Graritor.shall, upon® *
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacemant cdst:
of the Praperty. N ;

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender’s in'te_réstu S
the Praperty or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, ircluding - .
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay’
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may {but shall nat be cbligated to) take.”
any action that Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, security
interests, encumbrances and other c¢laims, at any time levied or placed on the Property and paying all costs for insuring,

NNV
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DEED OF TRUST
{Continued) Page 5

:Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
/ / ahd_piaces as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
7 :“agreements, financing statements, continuation statements, instruments of further assurance, cestificates, and

-ther documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, compiete,

* peifest Gontinue, or preserve (1)  Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents,iand {2) the liens and security interasts created by this Deed of Trust as first and prior liens on the
Propertv, whether now awned or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary in wiiting, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
mafters referred 1o m this paragraph.

Aﬂomey-m Fact If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so
for and in the nameé. of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender ag Grantar's attorney-in-fact for the purpose of making, executing, defivering, filing, recarding, and doing ail
other things as-may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph.

FULL PERFORMANCE. . At Grantor pays all the Indebtedness when due, and otherwise performs alf the obligations
imposed upon Grantgf under ‘this Deed of Trust, Lender shall axecute and deliver to Trustee a request for full
reconveyance and shall: @xecute and deliver 1o Granter 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 permitted by applicable’law. The grantee in any reconveyance may be described as the "person or persans
legally entitfed thereto”, and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthifulness of any such matiers or facts

EVENTS OF DEFAULT, Each of the fonowmg at Lender's option, shall consfitute an Event of Default under this Deed
of Trust:

Payment Default. Grantor: farls to make any payment when due under the Indebtedness.

Other Defaults. Grantor fails. 10 complv ‘With or to perform any cther term, cbligation, covenant or condition
contained in this Deed of Trust of in any.6f the Related Documents or to comply with or to perform any term,
obligation, covenant or condition contamerd in any other agreement between Lender and Grantor.

Compliance Defauit. Failure ta comply with .ariy other term, obligation, covenant of condition contained in this
Deed of Trust, the Note or in any ‘of the Helated Documents

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

False Statements. Any warranty, repres_en‘t-atmn‘or _statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Deed of Trust'or-the Relatéd Documents is false ar misleading in any material respect,
either now or at the time made or furnishedor becormes Talse or misleading at any time thereafter.

Defective Collateralization. This Deed of Tr?;rstjkdr any of the Related Documents ceases to be in full force and
effect {including faiture of any coilateral document to create a valid and perfected security interest or lien} at any
time and for any reason. K

Death or Insolvency. The dissolution of Grantor s (regard[ess of whether election to continue is made), any
member withdraws from the limited lability company, or apy other termination of Grantor's existence as a going
business or the death of any member, the insolvency of’ Grantor;, the appointment of a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any type of creditor waorkout, or the
commencement of any proceeding under any bankruptcy or |nso|vencv laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or_farfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other meihod, by-any crednor of Grantor or by any governmental agency
against any property secuwring the Indebtedness. This includes” a . darfishment of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event of Detault shall not apply if there is a good faith
dispute by Grantor as to the validity or reasonableness of the claim which is the basis of the creditor or forfeiture
prageading 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 forfeiture proceedmg, in an amount determined by Lender, in its
sale discretion, as being an adequate reserve or bond for the dispute. | :

Breach of Other Agreement. 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, mcludlng without limitation any agreement
concerning any indebtednass or other obligation of Grantor to Lender, whether existing :now or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes ar dlsputes the validity ot, or liability
under, any Guaranty of the indebtedness. :

Adverse Change. A material adverse change cccurs in Grantor's financial candrtron, or: Lender believes the
prospect of payment 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 & notice
of a breach of the same provision of this Deed of Trust within the preceding twelve {12) months, i¥ may be cured if
Grantor, after receiving writien notice from Lender demanding cure of such default: {¥} _cures the.defaylt within
ten {10) days; or {2} if the cure requires more than ten (10} days, immediately initiates steps which Lender deems
in Lendar's sale discretion to be sufficient to cure the default and thereafter continues and comptetes aII reasonable
and necessary steps sufficient to produce compliance as soon as reasonably practicai. “ :

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

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other rEmedy, and _
an election to make expenditures or to take action to perform an obligation of Grantor under this ‘Déed of, Trust,:
after Grantor's failure to perform, shall nat affect Lender's right to declare a default and exercise its rernedres

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness lmmedratel'y
due and payable, including any prepayment penalty which Grantor would be required 1o pay. I

Foreglosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exermse |ts_
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by j\JdlC'IBI s
foreclosure, in either case in accordance with and to the fuill extent provided by applicable law. ;

UCC Remedies. With respect to all or any part of the Persanal Property, Lender shall have all the rights‘:a'nd

I
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DEED OF TRUST
{Continued]) Page 7

":IKIIIIISC'EI_.LAAI.!_EOUS PROVISIONS. The following miscellanaous provisions are a part of this Deed of Trust:

; Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understanding and

agreement. of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment to this

~'Deed of Trust shall be effective unless given in writing and signed by the party or parties sought to be charged or
beund by the alteration or amendment.

Annual Repén;s. If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request, a certified statement of net operating income received from the Property during Grantor's
previous Fiscal year in such form and detail as Lender shall require. "Net aperating income"” shall mean all cash
receipts from thé Property less all cash expenditures made in connection with the operation of the Property.

Captid'n"'Ha_adin_gs.";Caption headings in this Deed of Trust are for convenience purposes only and are not to be
used to inferpret.ar define the provisions aof this Deed of Trust.

Merger.':'_Tﬁ'ere 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 for the benefit of Lender in any capacity, without the written consent
of Lender. AT .

Choice of Van_u__e'." __l-f~"_tH<_e__re 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 Lender. Lander'shéll not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or omission on the part of Lender in sxercising 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 constitite a waiver of Lender's right otherwise to demand strict compliance with that
provisian or any other. provisiori of “this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Grantor,/shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations
as to any future transactigns. Whenever the consent of Lender is required under this Deed of Trust, the granting
of such consent by Lender. in any instance.shall not constitute continuing consent to subsequent instances where
such consent is required and iry all._.cases_.-shc_;_h consent may be granted or withheld in the sole discretion of Lender.

Severability. If a court of comipigtentjurisdiction finds any provision of this Deed of Trust to be fllegal, invalid, or
unenforceable as to any circumnstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other circuinstance.~If feasible, the offending provision shall be considered modified so
that it becames legal, valid and”enforéeables It the offending provision cannot be so modified, it shall be
considered deleted from this Deed of Frust: -Unless otherwise required by law, the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust. :

Successors and Assigns. Subject to any_,‘lir:nitaticr‘ls' 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
ownership of the Property becomes vested in’a pérson other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with referanca ta this Deed of Trust and the Indebtedness by way of forbearance or
extension withaut releasing Grantor from the obligations of this Deed of Trust or lishility under the Indebtedness.

Time is of the Essence. Time is of the essence i'n__fhe performance of this Deed of Trust.

Waiver of Homestead Exemption. Grantor hereby release_s-“a:ﬁd-'nw:aives alt rights and benefits of the homestead
exemption laws of the State of Washington as to alt lndeb{ég&_}n@ss secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall'have the following meanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amounis in iawful money
of the United States of America. Words and terms used in‘the-singutar shall include the plural, and the plural shall
include the singular, as the context may require. Words and terms Nog-otherwise defined in this Deed of Trust shall
have the meanings atlributed to such terms in the Uniform Commercial.Codé:” ™

Beneficiary. The word "Beneficiary” means Whidbey Island Bank; ahd its sui_:céssors and assigns.

Borrower., The word "Barrower" means SOUND HEALTH L.L.C.;and includéS'::all co-signers and co-makers signing
the Note and all their successors and assigns. T

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust -athory Grantor, Lender, and Trustee, and
includes without limitation all assignment and security interest provisiong relating-to the Personal Property and
Rents. B

Default. The word "Default” means the Default set forth in this Deed of f_rdét in the Esg‘ctiqn titled "Default”.

Event of Default. The words "Event of Default" mean any of the events of’ qéfa“dlt set _ff)"r‘"t"hfin this Deed of Trust in
the events of defauit section of this Deed of Trust. et

Grantor. The word "Grantor” means SOUND HEALTH L.L.C..

Guarantor. The word "Guarantor™ means any guarantor, surety, or accomrno‘dat_ion party af'anv or all of the
Indebtedness.

Guaranty. The word "Guaranty" means the guaranty from Guarantor to Lender:ﬁ-in;;luding -'w[thght limitation a
guaranty of all or part of the Note. .

Improvements. The word "Improvements" means all existing and future improvements; b‘UiIdir_\gs;‘Etructures,
mobile homes affixed on the Real Property, facilities, additions, replacements and other ‘conrstruction.on:the Real
Property.

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, costs.and expénses
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 Grantor's obligations or expenses incurred by Trustee or Lender to enforee “Grantor's
obligations under this Deed of Trust, together with interest on such amounts as provided in this Deed of Trust,

Lender. The word "Lender” means Whidbey Island Bank, its successors and assigns. I

Note. The word "Note" means the promissory note dated November 19, 2008, in the original principal :
amount of $735,000.00 from Grantor ta Lender, together with all renewals of, extensions of, modificatiogs:
of, refinancings of, consclidations of, and substitutions for the promissary note or agreement. NOTICE TO' -~
GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE. e

Personal Property. The words "Personal Property” mean ali equipment, fixtures, and other articles of personal.”
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 ali substitutions for, any of such

R
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