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DEED OF TRUST
DATE: October 8, 2010
Reference # (if applicable): 20011506 Additional on page

Grantor{s):
1. R & S MANAGEMENT CO., LLC

Grantee(s)
1. Whidbey Island Bank
2. CHICAGO TITLE COMPANY, Trustee

Legal Description: LT. 3, ANACORTES SP # AN94-005
92 Additional on page 2

Assessor's Tax Parcel ID#: 350230—2—?’08—0300 (P33184)

THIS DEED OF TRUST is dated October 8, 2010, among R & S MANAGEMENT CO., LLC, a
Washington limited liability company ("Grantor”); Whidbey Istand Bank, whose mailing address
is CL ANACORTES/FRIDAY HARBOR, 321 SE PIONEER WAY, P.O. BOX 1589, OAK HARBOR,
WA 98277 (referred to below sometimes as "Lender” and sometimes as "Beneficiary”); and
CHICAGO TITLE COMPANY, whose mailing address is 425 COMMERCIAL STREET, MOUNT
VERNON, WA 98273 (referred to below as "Trustee").
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DEED OF TRUST
{Continued) Page 3

Payment. Grantor shall pay when due {and in ali events prior to delinquency) all 1axes, 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 claims for work done on or for services rendered or material furnished to the Property. Grantor
shall 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 lien of taxes and assessments not due and except as otherwise provided in this Deed of
Trust.

Right to Contest. Grantor may withhaold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long as Lendar’s intarast in the Property is not jeopardizaed. If a lien arises or
is filed as a result of nonpaymant, Grantor shall within fifteen (18} days after the lien arises or, if a lien is filed,
within fifteen (15) days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys' fees, or other charges that could agcrue as a
result of a foreclosure or sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisty any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedings.

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

Notice of Construgtion. Grantor shall notify Lender at least fiftaan {15} days before any work is commenced, any
services are furnished, or any materials are supplied to the Property, if any mechanic’s lien, materiaimen's lisn, or
other lien could be asserted on account of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurancas satisfactory to Lender that Grantor can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The following provisions refating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire ingurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering all improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such
covarage amounts as Lender may request with Trustee and Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably reguire. Policies shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender and issued by a company or companies
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender from time to time the
palicies 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 endorsemant providing that coverage in favor of Lender will not be impaired in any way by any act,
omission or default of Grantor or any other person. Should the Real Property be located in an area designated by
the Director of the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees to
obtain and maintain Federal Flood Insurance, if availabie, within 456 days after notice is given by Lender that the
Property is located in a special flood hazard area, for the full unpaid principal balance of the loan and any prior liens
on the property securing the loan, up to the maximum policy limits set under the National Flood Insurance Program,
or as otherwise required by Lender, and to maintain such insurance for the term of the loan,

Application of Procesds. Grantor shall promptly notify Lender of any loss or damage to the Praperty if the
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss it Grantor fails to do
s0 within fifteen {15) days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lender's
election, receive and retain the proceeds of any insurance and apply the proceeds to the reduction of the
Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the Property. If Lender
elects 1 apply the proceeds to restoration and repair, Grantor shall repair or replace the demaged or destroyed
Improvements in a mannar satisfactory to Lender. Lender shall, upon satisfactory proof of such expenditure, pay
ar reimburse Grantor from the praceeds for the reasonable cost of repair or restoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their raceipt and
which Lender has not committed 16 the repair or resteration of the Property shall be used first to pay any amount
owing to Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be applied
to the principal balance of the Indebtedness. If Lender holds any proceeds after payment in full of the
Indebtedness, such proceeds shall be paid without interest to Grantor as Grantor’s interests may appear.

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks
insured; {3) the amount of the policy; (4) the property insured, the then current replacement value of such
property, and the manner of determining that value; and (5) the expiration date of the policy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement cost
of the Property.

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's interest in
the Praperty or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, 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 Daad of Trust or any Related Documents, Lender on Granior's behalf may (but shall not be obligated to) take
any action that Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, security
interests, encumbrances and other claims, at any time levied or placed an the Praperty and paying all costs far insuring,
maintaining and preserving the Property. All such expenditures incurred or paid by Lender for such purposes will then
bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by
Grantor. Ali such expenses will become a part of the Indebtedness and, at Lender's option, will (A} be payable on
demand: (B} be added to the balance of the Note and be apportioned among and be payable with any installment
payments to become due during either (1) the term of any applicable insurance policy; or (2} the remaining term of
the Note: or (C) be treated as a ballcon payment which wili be due and payable at the Note's maturity. The Deed of
Trust also will secure payment of these amounts. Such right shall be in addition to all other rights and remedies to
which Lender may be entitled upon Default.

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of this Deed
of Trust:

Title. Grantor warrants that: {(a) Grantor holds good and marketable titie of record to the Property in fee simple,
free and clear of all liens and encumbrances other than those set forth in the Real Property description or in any
title insurance policy, title report, or final title opinion issued in favor of, and accepted by, Lender in connection
with this Deed of Trust, and {b) Grantor has the full right, power, and authority to execute and deliver this Deed of
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DEED OF TRUST
{Continued) Page 5

FULL PERFORMANGCE. |If Grantor pays alt the Indebtedness when due, and otherwise performs all the obligatians
imposed upon Grantor under this Deed of 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 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 persons
legally entitled thereto”, and the recitals in the recenveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts.

EVENTS OF DEFAULT. Each of the following, at Lender's aption, shall constitute an Event of Default under this Deed
of Trust:

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

Other Defaults. Grantor fails to comply with or to perform any other term, obligation, covenant or condition
contained in this Deed of Trust or in any of the Related Documents or to comply with or to perform any term,
gbligation, covenant or condition contained in any other agreement between Lender and Grantor.

Compliance Default. Failure to comply with any other tarm, obligation, covenant or condition contained in this
Deed of Trust, the Note or in any of the Related Dacuments.

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

Default in Favor of Third Parties. Should Grantor default under any loan, extension of credit, security agreement,
purchase or sales agreement, or any other agreement, in favor of any other creditor or parson that may materially
attect any of Grantor's property or Grantor's ability to repay the Indebtedness or Grantor's ability to perform
Grantor's obligations under this Deed of Trust or any of the Related Documents.

False Statements. Any warranty, repressntation or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Deed of Trust or the Related Documents is false or misleading in any material respect,
sither now or at the time made or furnished or becomes false or misleading at any time thereafter.

Defective Collataralization. This Deed of Trust or any of the Related Documents ceases to be in full force and
sffect (including failure of any collateral document to create a valid and perfected security interest or 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 any other termination of Grantor’s existence as a going
business or the death of any membsr, the insolvency of Grantor, the appointment of & receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any type of creditor workout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or against Grantar.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other methad, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a garnmishment of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event of Default shait 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 forfeiture proceeding and deposits with
Lender monies or a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lander, in its
sole 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 agreeraent 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 1o Lender, whether existing now or fater.

Events Affecting Guarantor. Any of the preceding events cccurs with respect to any Guarantor of any of the
Indebtednsss or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or liability
under, any Guaranty of the Indebtedness.

Adverse Change. A material adverse change occurs in Grantor's financial condition, of Lender believes the
prospect of payment or performance of the Indebtedness is impaired.

Insecurity. Lender in gaod faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is curable and if Grantor has not been given a notice
of & breach aof 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: (1} cures 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 1o be sufficient to cure the default and thereafter continues and completes all reasonable
and necessary steps sufficient to produce compliance as soon as reasonably practical.

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

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 Deed of Trust,
after Grantor's failure 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 to declare the entire Indebtedness immediately
due and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. With respect to all or any part of the Real Property, the Trusiee shall have the right to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the right t© foreclose by judicial
foreclosure, in either case in accordance with and to the full extent provided by applicable law.

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

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the
Property and coliect the Rents, including amounts past due and unpaid, and apply the net proceeds, aver and
above Lender's costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or
other user of the Property to make payments of rent or use fees directly to Lender. If the Rents are collected by
Lender, then Grantot irrevacably designates Lender as Grantor's attorngy-in-fact 1o endorse instruments received in
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants
or other users to Lender in response 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 either in person, by agent, or through a receiver.
010110 25

2
Skagit County Auditor

11/3/2010 Page 5 of 810:28AM



o9 sbed 010ZIE/LL ‘

100pPNY Apunod péens
¢z 102

i

*Aviadoig AU} }0 uoneado aY) YIM LONOSUUOD Ul BPEW SBINLIPUATXS Yses jje $89) ALado.g eyl Wolj s1digos)
ysed jje uedw [|eys ,ewooul Bunessdo 18N, '8inbas jBUS JBPUST SB I1IB1BP PUB WI0) YINS Ul 129A |2OSY sNOIAND
s,J01uelg) Buunp Aladold eyr wol) paa@sal swaoddl Bupesedo 18U Jo JUSWSBIELS PalILaD B Isenbal uodn ‘18pua
01 YSILny [[eYs JOJUEID ‘2IUSPISA §,J0WIEID UBYl Jaylo sesodind roy pesn & Auadolg sui ) suodey enuuy

"JUSWpUBWE JO UClRISle 3Ui Ag hunag
3o pabieys aq o1 Wbnos sensed 1o Aued syt Aq psubis pue Buplim ur uaalB ssajun aANDBYS G |[BYS ISNI] JO paed
SIy] 0} JUBLLPUSWE 10 O UOTRJENE ON “ISNJL JO PBBQ SIYl Ul YO} 185 Si8)1ew &8y1 0} se sensed syl Jo lUsWesibe
pue BupuBISISpPUN S1JUA BUI $AINNISUCD ‘SIUBWNDOYQ pale|ay Aue yum saynabol ‘1sni) o pasq sy L "siusLlIpuswy

‘1Sn1] 40 paag syl Jo Lied & 818 SUDISIWoId SNOBUEBIIROSIW Buimollo) aUl *SNOISIAOHA SNOANVTIAISIN

*5J0JURIG) |[B 03 USAIB 90130U 3Q 01 PAWSSP §1 JolUeID Aue 0y JspuaT AQ usalb aonou
Aue '103URID BUO UBYI BI0W S| BJBYY J1 IBULBW JBUIouE Ul UBAIB 8Q 01 mel Ag pamolle Jo peanbas 8010U 10} 1deoxs pug
*me| a|qeondde 01 198igNg  -SSBIPPE 1UBLING S JCIURIG JO SBWIL [|& 1k paliojul 1apus’ dody o) ssaifie JoluelD ‘sasodind
goou 104 "ssasppe s,Aued syl aBueys o1 si adou eyl jo asodind sz eyl BuAyoeds ‘salued Jaylc aul o) adnou
uanum ewuoy BuniB Aq 1snil Jo pas( siyl Jepun saofou Joj ssesppe s) abueyo Aew Aued Auy “i1snil Jo paag sy
10 BuluuiBag Byl JESU UMOUS SE ‘SSAIPPE §,49puaT O} 1Uas ag (|BYS ISnJ| §0 pedQ siyl Jano Alloud sey yolym ual| Aue
10 JOPIOY Syl WOJ BINS0|0aI04 JO $9910U JO sa1do0 [y ISNIL jo paaq syl Jo Buiumbaq oyl Jesu umoys sassaippe syr
01 paloeap 'pledaid sbelsod NEW PosalsiBes JO PEYIED ‘SSBID 1SIY SB ‘JIeW $2)e1G palun 8yl Ul pasodap usym ‘paew
1 *1o ‘Jaunod UBIWIBAD paziubooal AJJEUCNEU B YHM pPaNsOdep uaym ‘(Me| AQ paanbas asimMIayl0 SSB|Un) S|isoea(st
Ag paniadal Ajenioe UdYm °‘palsnlsR ABNnloe UsUm BANDSYS 90 |BYS pue ‘Buillim Ul UBAIB aq |[eys 31BS JO 9010U
Aup pue )nejep JO 2010u Aue uoneywl| Inoyum Buipnoul ‘asnul o Ppasg S Jepun usaif 8q o1 paiinbat sanou Aue
IouuRLL JBHIoUR Ul usAlb aq 01 M) AQ pamolie 10 pauinbes sanou 1o0) 1dedxs pue ‘mej 9igedydde o) walgng -§3DJILON

-uoNNIASANS J0) SUOISIADMD JaYLO ||B JO LUOISNIOXD AUl 01 UIBA0EB
{leys 88IsnJ] 4O uounUIsgns Joj ainpasosd siy|  “me| 9|qed)dde Aq pue 18nil jo pesq Syl Ul 8J1SNIL Ayl uodn
passoyuoo sennp pue “Jamod ‘SN Ayl |(g 0} passans |leys ‘Aledoig ayl Jo SOUBASAUDD INOYLIM ‘Bd1snil 10S$800NS
9yl ISEJ0lUl Ul SI0SSB0INS S)| 0 Japua Aq palpaimounoe pue pajndaxe 3 (jYS JUALNISUl BY) PUE ‘asisni)
10SS802NS BY) JO SSBIPPE PUR BLUEU 3Ul PUE ‘pPapiofal S| 1SN Jo pasg Syl alaym Jequinp afi4 S,J0HpNYy ay)
10 abed pue %00q BYl ‘J01UBID PUB ‘8BISNI) ‘JOPUDT [BuIBLO Byl JO SDWERU YL ‘Mme] 21818 AQ PIANDaS SIaNBW J12YI0
|le 01 UoHIppE Ul ‘UIBIUGD (BYS JUAWNASUI 8Y]  UGIBUIUSEAA 1O 91015 “AIUNCD [IDY)S 4O 12pI0dal BUl JO B0Iy0
841 Ul PAPI00a: puk Jepua Aq peBpaimounde pue Painasxs 1USWINIISUL Ue AQ 3snii Jo Pasg SIy) Jopun paluiodde
as)snu] Aue 61 531sni| 10ssadons e Juicdde awl 01 swi woyy Aew ‘uorido §,)9pusT Je “1apuUaT ‘98IsSnIt JOSS8ooNg

WyezZ:0L 8

*me| a|qeandde AQ papiaodd JUsixs |Iny 243 O PUR YA SDURRIODDR
Ul 8SBO JBYL@ Ul '8ins0loa.oy (eraipnl Ag 850128J0) 01 146l AUl SABY J|BYS JBpUST pue ‘3les pue 300U AQ 950|080}
01 yBu By aaRY |leyYs sslisniy syl 'Ausdoig sy 3o 1ed Aue 10 ie 01 102dS3l Yum ‘8a0de Yloj 185 SaIpeWss pue
syBu 3yl 01 uoppe u| me( eiqeondde sapun aarsniy t0f paiinbsei suocnEIoyENd (B 199W |jBYS oISNs) ‘SIS

-ao18n.] Ag WBNnosg s1 Bupaasoid Jo uoloe ayl ssajun Jo ‘me| sigeandde AQ paambas
ssajun ‘Aled e 8q |[eys ssisnuy 10 ‘Jepua ORI yoiym w Buipsasold 10 uopoe Aue JO JO ‘US| 4O PeIP 1snil
saupio Aue Japun spes Bupuad e jo Aued 1ayie Aue Ajnou o1 pareBiqo sq Jou jieys ss1snil Ajpon o suonebiqo

1SN Jo peag SIY) 19pUN JApUST JG 1$2151U1 BUL 1D 35U 1O Pa3(] s Bunsaye wawoslbe saue 10 uoneulpiogns
Aue v ulef (9} pue ‘Aliedold {edY B w0 UONOUISAS Aue Burlesio 10 lusweses Aue Bunueib w ulol (q) ‘onqnd
ay) 01 sybu 1810 I 5388115 JO UONEOIPap eyl Buipnioul *Aliedoig [eey syl 3o 1eid Jo dew ¥ Buny pue Buledaid
ur uiof () :i0lURID) pue JapUaT Jo 1S8Nbe ualM By} ucdn Aladosd syl 01 10a8dsel yum suonde Surmoljo) Yy axel
01 Jamod syl 9ARY ||BYS 893SNU| ‘ME[ |0 Jajew B SB Buisue 991snI] jo sismod |iB 01 UOIIPPE U] "8e)sni) jo siemad

:1snup 4O Paaq SIUL J0 1ed Big (SUOINONJISUL §,40pUaT 0) Juens.nd)
2a18nJ}1 jo suonebygo pue siemod 8yl 01 Bupejos suossiaoid Buimojoy ayl IFLSNYL 40 SNOILYDIIE0 ANY SHIMOd

‘U019 SIy} Ul YLIO) 135 SB JBPUET 40 SANND pue SIYBL Byl Lo || SARY JBYS @B1SNI) "ee3sMIL JO siybiy

el AQ papiacid SWUNS JOYI0 ({2 O] LOIPPE Ul ‘81800 1No2 Aue Aed |im 0s|e Jojueln
‘me| aqeondde Aq palliw.ad lugIxa Syl 0 ‘881SNA) 8yl 10 S28) PUE ‘@JuUBINSU| 9| 'sasy |esieidde pue ‘spodes
SloAanng ‘(s110da) amnsopslo) Buipn|ouy) suodal 21 Buielqo ‘sp1ooal BUZIRDS 0 1S0D 3L 'S9DIAIES UONDAY|0D
wuswbpnl-tsod paredionue Aue pue ‘seadde ‘(UONDUN[L) 1o ARIS DABLUCINE AUB BIRIBA IO AIPOW 01 SHOY8 Bulpnjoul)
sBuipseoosd Aordnijueq oy sasusdxa pue sea) ,Shauione Bupnoul yNsme| B §1 sioy) 10U IO Jaylsym ‘sesusdxs
|efia| §,49pus pue S88) SABUIONE §, SpuaT 'ME| a|qeaydde Japun suu Aue 01 1a8lgns 1BABMOY ‘LONENLI INOYLM
rapnjoun ydeibesed sy Aq pasanco sasuadxy -pledal jnun amnlipusdxs 8y 4O SI1BP 8Ll WOL BleJ J10N 8yl 1¥ 1seIalu|
180Q (|2YS pue puewap Lo 9|qeArd §S3UPLIGAPU| au) jo Led B 2Wodaq [jeys S1yBl s 4O JUBWBDIoUS BY] 10 1SBIAW)
51 40 UONOB10Jd BY) JO) AWN AUR JB AIRSSBO3U AR UOILIKO §,J3PUST U 1BYL SINdUl J3pua sasuadxa s[qeuoses)
Ie ‘me] Aq pauGyoId 10U JUBIXS 3YI 01 PUB ‘PAAIDALL §) UDAIR 1IN0D Aup J0U Jo Jeylsypn  'Jeadde Aue uodn pue
Jeu3 18 S99} ,SASUIONE Se 9|qeuoses) sBPNIPE ABW 1INOD BUL SR WNS YINS JOAGDAI O} PIINUD B9 jRYS JSPUIT I8n)
10 pasg Syl 40 SWUBL By} 40 AUB 92JO0JUB D] UDNSE 10 UNS AUE SAINIBSU) JOPUaT 4| ‘sasuddxl !seey sAsuiony

'Apiadoud syl yo uonsod Aue o || uo 9jes aygnd
AuR 1B P19 D} PBIUR 8 [[BYS JBPUST 'SB|BS dleiedas A J0 9IpS Bug ul ‘Ajplesedas Jo seyabol Aadoid syl jo ued
Aue 10 (|8 |05 0} 891} 8 ||BYS JOPUBT JO BAISNIL BYI ‘SAIpBWal PUB sIyBY S3 BuisoIexa U pafleysiew Auadold Byl
aary 01 s1ybu (e pue Aue senlem AQasay Jolueity ‘me) ajqeoldde Aq penjuued Juaixa eyl oL “Auedoid eyl jo ajes

‘Alladoud |eey By} 40 9[ES AUB YIIM UOROUNIUOD U apew aq Aew AJ1adosd |RUOSIad BY) JO BJES Auy

‘uonysodsip 10 ]S BUY 4O Bl SY) BI0JAQ SAEP (L) UB) 1SES| 1B USAME SO0V URBWI ||RYS B2IIOU BIQRUOSE3Y sapBRW
aq 01 s) Auadoug [8UOSIad BYL JO UONISOASIP PepuUsIUl JBYL0 JO |BS a1eAld AUe Yoiym Jaye swn 8yl jo 10 Aledold
|eunsiad ay1 o a|es sliqnd Aue Jo aoe|d pus ALl BYL JO 810U J|YRUOSED iIUEIS SAID |[BYS JOPUIT "8[eS JO SSON
-Aunba ul 10 me| 1B B|QREAE JO

S10N 2yl 40 15M1] 4O Pa9Q SIYl Ul papiaoid Apawad 10 b1 12Yio Aup saey |leys JopusT Jo 331SNu| “sajpewusy 1ByiQ
“lapuan

0 puewsp syl uodn ApRieipawwi Auadosd syl 3aBIRA (g) 10 ‘Aladoid Byl Jo asn aul Jof |eluas s|qeunsesl e Aed
(L) 484u9 ‘uondo s 18puaT 1e ‘|leys pue Aladold 3yl jo 19seysind Syl 10 1SPUST JO BIURIAHNS 1B JUBUSL B BLLI0JA]
fiBUS JOJUBJD "IOIURID) SO INEYIP Uodn Aladaid 9yl JO UAISSISSOd 0} PapuB SBW0D3Y 8SIMIBLIC JBpUST JD BaDge
papiacId se plos s AUedold BUl Jele Aledoid BYl 4O U0ISSAsSDd Ul SUIBWSL J0JURID §| ‘eduRJeynS 18 Adueue)l
“leniadal

e se Buiias wouy uosiad e Apjenbsip 10U (jeys JepuaT Ag JuswAo(dwy IUNOWE |RIUBISINS € Ag SSBUPAIQOpU|
au) spasgxe AlSdold BUl JO FNjeA Jusiedde eyl 10U JO JOYISYM ISIX3 ||BYS Jan[B03) B 0 usunuiodde syl o1 by
5,J8pUa7 'MEJ A palyuued J pueg INCYNM 9AISS ABW JAAI90D] BU]  "SSAUPaIgapu) 8yl 1suleBe ‘diysianledal ayl
10 1500 ay) AAGGE Pue JaA0 ‘spesooid eyl Aldde pue Aledoid SUl WOl S1UBY AY1 19900 01 pUE 'B|BS JO BINSO|I3I04
Buipued Jo Buipadaid Auadald ayl sIrsado 01 ‘Aluedold 8yl easesosd pue 3o810id 01 Jamad eyl yim *Avadoud auyy
10 ued Aue Jo (e Jo uolssassod sxel 0) paulodde JaA1900) B BARY O3 JUBI BU) BAeY |leYS JAPUIT JeA19IdY oddy

9 ebed {penunuoy)
1sndl 40 Q33a



DEED OF TRUST
{Continued) Page 7

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

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

Choice of Venue. If there 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. 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 Lender. No delay or omission an the part of Lender in exercising any sight
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 constitute a waiver of Lender's right otherwise to demand strict compliance with that
provision or any other provision 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 transactions. Whenever tha 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 in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable 88 1o any circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the offending provision shall be censidered modified so
that it becomes legal, valid and enforceable. If the offending provision cannot be so modified, it shall be
considered deleted from this Dead of Trust. Unless otherwise required by law, the illegality, invalidity, or
unenfarceability of any pravision 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 limitations 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 Propsrty becomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's suctessors with reference to 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 Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized waords 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 amounts in lawful money
of the United States of America. Words and terms used in the singular shall include the plural, and the plural shall
include the singular, as the context may require. Words and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commergial Code:

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

Barrower. The word "Borrower" means R & S MANAGEMENT CO., LLC and includes 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 pravisions relating to the Personal Property and
Rents.

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

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

Grantor. The word "Grantor™ means R & § MANAGEMENT CO., LLC.

Guarantor. The word "Guarantor”™ means any guarantor, suréty, or accommadation party of any or all of the
Indebiedness,

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

Improvements. The word "Improvements” means all existing and future improvements, buildings, structures,
mabile homes sffixed on the Real Property, facilities, additions, replacements and other construction on the Real
Property.

Indebtedness. The word "Indebtedness”™ means all principal, interest, and other amounts, ¢osts and expenses
payable under the Note or Related Documents, together with all ranewals of, extensions of, madifications 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 enforce 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.

Note. The word "Note" means the promissory note dated October 8, 2010, in the ariginal principal amount
of $1,174,000.00 from Grantor to Lender, together with all renewals of, extensions of, madifications of,
refinancings of, consolidations of, and substitutions for the promissory note ar agreement. NOTICE TO GRANTOR:
THE NCTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property” mean all 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;
togsther with all accessions, parts, and additions to, all replacements of, and ali substitutions for, any of such
property; and together with all issues and profits thereon and proceeds (including without limitation all insurance
praceeds and refunds of premiums) from any sale or other disposition of the Property.

Property. The word "Property” means collectively the Real Property and the Personal Property.

Real Property. The werds “Real Property" mean the real property, interests and rights, as further described in this
Deed of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements, loan
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collataral mortgages, and
all other instruments, agreements and documents, whether now or hereafter existing, executed in gonnection with
the Indebtedness; provided, that the environmental indemnity agreements are not "Related Documents” and are
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