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'WD TITLE-'OF SKAGIT COUNTY

DEED OF TRUST

DATE: Januar{!"ﬁ? 2010

Reference # (if appltcable) 135870 SAE Additional on page
Grantor{s):
1. SOUHDOUGH HOLDINGS LLC

Grantes(s)
1. Whidbey !sland Bank e
2. LAND TITLE COMPANY Burhngton Trustee

Legal Description: LOTS 1 & 2, __Bl:'K.__J; I__"-'T_N BLK. 4; EDISON & HALLER'S
TR Additional on page 2

Assessor's Tax Parcel ID#: 4099-001-002-0000

THIS DEED OF TRUST is dated January 27, 2010, among Scurdough Holdings, LLC, a
Washington limited liability company {"Grantor”); Whidbey Island Bank, whose mailing address
is CL SKAGIT , 321 SE PIONEER WAY, P.0. BOX 1589 OAK HARBOR, WA 98277 {referred
to below sometimes as “Lender” and sometlmes as "Beneficiary”); and LAND TITLE
COMPANY -Burlington, whose mailing address is1 1 1E GEORGE HOPPER ROAD, BURLINGTON,
WA 98233 (referred to below as "Trustee”). = ° £
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DEED OF TRUST
{Continued) Page 3

. "sale ortransfer” means the conveyance of Real Property or any right, title or interest in the Real Property; whether
= legel, beneticial or squitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract,
land cantract, contract for deed, leasehold intaresi with a terrm greater than three (3} vears, lease-option contract, or by
_sale, assignment, or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by any
ather methed-of gonveyance of an interest in the Real Property. Hf 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, partnership interests or limited liability company interests, as the case may be, of such Grantor. However, this
optia’n shall not__be_:’exercised by Lender if such exercise is prehibited by federal law or by Washington law.

TAXE'S__I]&MD.--L'IENS. ~The following provisions felating 1o the taxes and liens on the Property are part of this Deed of
Trust: . =

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

Right to Contest.. Grantor may withhold payment of any tax, assessment, or Glaim in cannection with a good faith
dispute over thé abligatioh 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 nonpaymgnt, Grantar shall within fifteen (15) days after the lien arises or, if a lien is filed,
within fifteen (15) days aftersGrantor has nofice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lefider cash uf “a sufficient corporate 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 before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bpn'd furnishiediin the contest proceedings.

Evidence of Payment, Gra'h_to‘r' shall upon-:dgmand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall autharizé the appropriate governmental officiai to deliver to Lender at any time a written
statement of the taxes and assessr__'r_)emgs ‘against the Property.

Notice of Construction. Grantor shall notify Lerider at least fifteen {15) days before any work is commenced, any
services are furnished, or any matérials-ate supplied to the Property, if any mechanic's lien, materialmen's lien, or
other lien could be asserted on account of ‘the work, services, or materials. Grantar will upan request of Lender
furnish to Lender advance assurancés satistactory to Lender that Grantor can and will pay the cost of such
improvements. :

PROPERTY DAMAGE INSURANCE. The follow’ixn_g-'prow‘s'iuoris‘ relating to insuring the Property are a part of this Deed of
Trust. ET N A

Maintenance of Insurance. Granior shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a replacement ba‘sis*a‘_or the full insurable value covering all Improvements on the Real
Praperty in an amount sufficient 10 aveid application of any coinsurance clause, and with a standard morigagee
clause in favor of Lender. Grantor shall also procure and maintairi. comprehensive general liability insurance in such
coverage amounts as Lender may reguest with Trustee and-“Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain’such other insurance, including but not limited to
hazard, business interruptian, and boiler insurance, as Lehder mayiréasonably require. Policies shall be written in
form, amounts, coverages and basis reasonably acceﬁptab’ie to Lender and issued by a company or companies
reasonably acceptable to Lender. Grantor, upan request'of Lender, will deliver ta Lender from time to time the
policies or certificates of insurance in form satisfactory to Lendsr, including stipulations that coverages will not be
cancelled or diminished without at least ten {10} days prior written.ncticé-to Lender. Each insurance policy also
shall include an endarsement providing that coverage in favor of Lender "wil rigt be impaired in any way by any act,
omission or default of Grantor or 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
abtain and maintain Federal Flood Insurance, if available, for thé full unpaid principal balance of tha loan and any
prior liens on the property securing the loan, up to the maximum_pelicy’ limits set under the National Flood
Insurance Program, or as otherwise required by Lender, and to maintgin sueh ingiifance {for the term of the loan.

Application of Proceeds. 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 prodf cf;f loss if Grantor fails to do
so within fifteen (18} days of the casualty. Whether or not Lender's securify is impaired, Lender may, at Lender’s
election, receive and retain the proceeds of any insurance and apply. the proceeds to the reduction of the
Indebtedness, payment of any lien affecting the Property, or the restoration ‘and. repair: of the Property. If Lender
elects to apply the proceeds to restoration and repair, Grantor shall repair-or-réplage thé damaged or destroyed
Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory. pro6f of such expenditure, pay
or reimburse Grantar from the proceeds for the reascnable cost of repair or restoration if Grariter is net in default
under this Deed of Trust. Any proceads which have not been disbursed within: 1BO 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; if ary, shall be applied
to the principal balance of the Indebtedness. M Lender holds any proceeds after payment sin full of the
Indebtedness, such proceeds shall be paid without interest to Grantor as Grantor's interests ma\}'a,ppear.

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year, Grantsr shall furnish
to Lender a report on each existing policy of insurance showing: (1) the name of the insurer; . 42) <the risks
insured: (3] the amount of the policy; (4) the property insured, the then current replacemeant valle of such
property, and the manner of determining that value; and (8) the expiration date of the policy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determine the cash valle.replacément tost
of the Property. L T

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lendef's interest.in
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documants, including.-.
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 not be obligated ta).take’
any action that Lender deems appropriate, including but not limited to discharging or paying all taxes, liers, security
interests, encumbrances and other claims, at any time levied or placed on the Property and paying all costs forinsri 1 R
maintaining and preserving the Property. All such expenditures incurred or paid by Lender far such purposes ‘will then
bear interast at the 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 Indebtedness and, at Lender's option, will (A) be payabite on:”

dermand: (B) be added to the balance of the Note and be apportioned among and be payable with any installment
payments 1o become due during either {1} the term of any applicable insurance policy; or {2) the remaining term of

R
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DEED OF TRUST
{Continued) Page 5

;-3Dog_1.'ih1ents, and {(2) the liens and security interests created by this Deed of Trust as first and prior liens on the

¢ . Property, whether now owned or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees 1o the

i <~confrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
_matters referred to in this paragraph.

-in-Fact. If Grantor fails to de any of the things referred 1o in the preceding paragraph, Lender may do so
for/and in the'name of Grantor and at Grantor's expense, For such purposes, Grantor hereby irrevocably appoints
Lender as Graptor's atiorney-in-fact for the purpose of making, executing, delivering, filing, recording, 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 pardgraph,

FULL PERFORMAMCE.. ¥ Grantor pays all the indepbtedness when due, and otherwise pertorms all the obligations
imposed upan :Grantor ‘under this Deed af Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance ‘and shall execute and deliver to Grantor suitable statements of termination of any financing statement on
file evidencirig Lender's security interest in the Rents and the Personal Property. Any recenveyance fee shall be paid by
Grantor, if permitted by applicable law. The grantee in any reconveyance may be described as the "person or persons
legaliy entitled thereto”, -and:-the recitals in the reconveyance of any matters or facts shall be comclusive proof of the
truthfulness of any such matters of facts.

EVENTS OF DEFAU'];T_.":'.E'acﬁ.__of the following, at Lender's option, shall constitute an Event of Default under this Deed
of Trust: = nE E

Payment Default. Grantor -fai'i!_gtb make any payment when due under the Indebtedness.

Other Defauilts. Grantér fails 16 Eomply with or to perform any other term, obligation, covenant or condition
contained in this Deéd of Trist.er-in ‘any of the Related Documents or to comply with or to perform any term,
obligation, covenant or condition contained in any other agreement hetween Lender and Grantar.

Compliance Default. Faiiure’ to comply. with any other term, obligation, covenant or condition contained in this
Deed of Trust, the Note oriin"any of the Related Documents.

Default on Other Payments. - Fféil’i.u'rg of G’rénfbr within the time required by this Deed ot Trust to make any payment
for taxes of insurance, or any Gther payment necessary ta prevent filing of or to effect discharge of any lien.

Default in Favor of Third Parties..-Sheuld Grantor default under any loan, extension of credit, security agreement,
purchase or sales agreement, or any other agreement, in tavor of any other creditor or person that may materiaily
affect any of Grantor's property or-Srantor's” ability to repay the Indebtedness or Grantor’s ability to perfarm
Grantor's obiigatiens under this Deed. ofTrust-or-any of the Related Documents.

False Statements. Any warranty, repreéeﬁtaﬁon or-statement made or furnished to Lender by Grantar or on
Grantor's behalf under this Deed of Trust or the Relited Documents is false or misleading in any material respect,
either now or at the time made or furnished ar becomés false or misleading at any time thereafter.

Defective Collateralization. This Deed of Tgust_of any of the Related Documents ceases to be in full force and
effect (including failure of any collateral documient to create a valid and perfected security interast ot lien) at any
time and for any reason.

Death or Insolvency. The dissolution of Grantor’s (regardless'.of whether election to continue is made), any
member withdraws from the limited liability company, or an_v:-bt_her 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 ~creditprs, any type of creditor waorkout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or against Grantor.

Craditor or Forfeiture Proceedings. Commencement of':uforgclqaui'q,br forfeiture proceedings, whether by judicial
proceeding, seli-help, repossession or any other method, by any creditor-ef Grantor or by any governmental agency
against any property securing the Indebtedness. This includés 4 garnishment of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event of Défault 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
proceeding and if Grantor gives Lender written notice of the creditor or farfeiture procesding and deposits with
Lendey monies of a surety bond for the creditor or forfeiture preceeding, in’an amount determined by Lender, in its
sole discretion, as being an adequate reserve or band 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, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs withirespect ta a':ny_:_:Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or-disputes the validity of, or liability
under, any Guaranty of the Indebtedness. T

Adverse Change. A material adverse change occurs in Grantor’'s financial ce’hd_iti‘én, or Lender believes the
prospect of payment or perfarmance of the Indebtedness is impaired. i S

Insecurity. Lender in good faith believes itself insecure,

Right to Cure. If any default, other than a default in payment is curable and if Grantor_has not'beengiven a notice
of a breach of the same provision of this Deed of Trust within the preceding twelve {12} months. it.may be cured if
Grantor, after Lender sends written notice to Grantor demanding cure of such default: (14" ures the default within
ten {10) days; or {2) if the cure requires more than ten (10) days, immediately initiates steps. which-Lender deems
in Lender's sole discretion to be sufficient to cure the default and thereafter continues and completes-ll reasanable
and necessary steps sufficient to produce compliance as soon as reasonably practical. I

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any. time,thereafter,
Trustee or Lender may exercise any one or mare of the following rights and remedies: L

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any o_rh'e;;fé'rr_)éqy,"arﬁ'd
an election to make expenditures or to take action to perform an obligation of Grantor under this_Deed ‘af Trust,
after Grantor's faiture to perform, shall not affect Lender's right to declare a default and exercise its remedies’

Accelerate Indebtedness. Lender shall have the right at its option 1o declare the entire Indebtedness ifh.meq_ia-fély" k_:i"
due and payable, including any prepayment penalty which Grantor would be required to pay. s ;

Foreclosure. With respect to all or any part of the Real Property, the Trustese shall have the right to eieg_’.c’["s'e it
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial.”
foreclasure, in either case in accordance with and to the full extent provided by applicable taw. o

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have alt the rights"'-@ﬂ'd“

remedies of a secured party under the Uniform Commercial Code.
0
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DEED OF TRUST
{Continued) Page 7

‘Amendments. This Deed of Trust, together with any Related Dacuments, constitutes the entire understanding and
aifreement of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment to this
“Ded of Trust shall be effective unless given in writing and signed by the party or parties sought to be charged or
~bound b\}r“the alteration or amendmenrtt.

Annual Raports If the Property is used for purposes other than Grantor's residence, Grantor shall furnish 1o
,Lender, upan request, a certified statement of net operating income received from the Property during Grantor's
previous fistal year in such form and detait as Lender shall require. “Net operating income™ shall mean all cash
regeipts from the Property less all cash expenditures made in connection with the aperation of the Property.

Captmn Headrngs Caption headings in this Deed of Trust are for convenience purposes only and are not to be
used to interpret ar define the provisions of this Deed of Trust.

Merger. There shall: be no merger of the interest or estate created by this Deed of Trust with any other interest or
estate in the Pmperty at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender. :

Choice of Venue. _‘Jf"there_ is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of SKAGIT'Cou'nty,"Stete of Washington.

No Waiver by Lender . Cender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given'in wr\tmg ang Signed by Lender. No delay or omission on the part of Lender in exercising any right
shall operate as a waiver gf'such right or any other right. A waiver by Lender of a provision of this Deed af Trust
shall not prejudice or constltute a waiver of Lender’s right otherwise to demand strict compliance with that
provision or any other’ momssen o this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender and ‘Grantor, shall-constitute a waiver of any of Lender's rights or of any of Grantor’s obligations
as to any future transactions, Whenever the consent of Lender is regquired under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute continuing tonsent 1o subseéquent instances where
such cansent is required and in all cases such consent may be granted or withheld in the sofe discretion of Lender.

Sevarability, if a court of competent jurlSdlCtIOﬂ finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any cireumstancé, .that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other crrc_umstance If feasible, the offending provision shall be considered modified so
that it becomes legal, valid and” epforceable,. If the offending provision cannot be so madified, it shall be
considered deieted from this Deed of, Jrust. . Unless otherwise required by law, the illegality, invalidity, or
unenforceahility of any pravision of. thts Deed ‘8t Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust..

Successors and Assigns. Subject to any Iimitétions_._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 becames vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successars with reference o this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

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

Waiver of Homestead Exemption. Grantor hereby releases and:-waives all rights and benefits of the homestead
exemption laws of the State of Washington as to all 'mdebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall’ hjc_we the following meanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollat amounts shall mean amounts in lawful money
of the United States of America. Words and terms usedin‘the singular shall include the plural, and the plural shall
include the smgular as the context may reguire. Words ang terms.not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commerclal Code

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

Borrower. The word "Borrower” means SOURDOUGH HOLDlNGS LLC and lncludes all co-signers and co-makers
signing the Note and all their successors and assigns.

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignment and security interest prowsuons reiatmg to the Personal Property and
Rents. .

Default. The word "Default™ means the Default set forth in this Deed of Trust in the secuon titled "Default”.

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

Grantor. The word "Grantor" means SOURDOUGH HOLDINGS, LLC.

Guarantor. The word "Guarantor” means any guarantor, surety, or accommodatron party, of anv or all of the
Indebtedness. ;

Guaranty. The word "Guaranty” means the guaranty from Guarantor 1o Lender, lncludmg wrthout limitation a
guaranty of all or part of the Nota.

Improvements. The word "lmprovements” means all existing and future mprovements, bualdmgs, structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and other constructron on the Real
Property. R S

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts costs and expenses
payable under the Note ar Related Dacuments, together with all repewals of, extensions of, modtitcatmns 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 td -enforce Grantors
ohligations under this Daed of Trust, together with interest on such amounts as provided in this Deed of-Trust.™ -

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

Note. The word "Note” means the promissory note dated January 27, 2010, in the original: principal =
amount of $192,710.00 from Grantor to Lender, together with all renewals of, extensions of, madifications’ -
of, refinancings of, consolidations of, and substitutions for the promissory note or agreement. NOTICE TO‘_:
GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE. :

Personal Property. The words "Personal Property" mean all equipment, Fixtures, and other articles ot personalf
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Propérty; .+
together with all accessions, parts, and additions to, ail replacements of, and all subsiitutions for, any of such’
property; and together with all issues and profits thereon and proceeds [including without limitation all insurdnce
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