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DEED OF TRUST

DATE: December 15, 20-#1

Reference # (if apphcab%e) 139461 OAE Additional on page
Grantor{s):
1. PENGUIN COFFEE HOLD!NG COMPANY LLC

Grantee(s)
1. Skagit State Bank
2. Land Title Company of Skag[t County, Trustee

Legal Description: Ptn Lots 11-14, Blk 3 Stewart s 1st Add
- Additional on page 2

Assessor's Tax Parcel I0#: 3333-003-01‘-5‘;-_:0004 (PEO41 9}

THIS DEED OF TRUST is dated December 15, 2011, among PENGUIN COFFEE HOLDIING
COMPANY LLC, a Washington limited liability company, whose address is 2119 COMMERCIAL
AVE, ANACORTES, WA 98221-2529 (“Grantor”); Skagit State Bank, whose mailing address is
Main Office, 301 E. Fairhaven Ave, P O Box 285, Burllngtori WA 98233 (referred to below
sometimes as "Lender” and sometimes as "Beneflmar\("} and Land Titte Company of Skagit
County, whose mailing addrass is P O Box 445, Burl\ngton, WA 98233 {referrad to below as
"Trustee™). .




DEED OF TRUST
{(Continued} Page 2

CDNVEYAHCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
. of ‘entry and, possession and for tha benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and 1o
“the foHowrng described real property, together with all existing or subsequently erected or affixed buildings,
improvements and fixtures; afl easements, rights of way, and appurtenances; all water, water rights and ditch rights
(including stack in utilities with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real
property, i nc:'ludlng without limitation all minerals, oil, gas, geothermal and similar matters, (the "Real Property”)

Iocated m SKAGIT Countv. State of Washington:

Lots 11 12, 13 and the West 10 feet of Lot 14, Block 3, "STEWARTS FIRST ADDITION
TO THE CITY OF ANACORTES, WASH." as per plat recorded in Volume 2 of Plats, page
14, records of Skagit County, Washington.

{Also knov\rn._--a% l"ra"rt:_él,_A of Boundary Line Adjustment Survey recorded October 25, 2011,
under Auditor’s-File No. 201110250019).

Situate in the Citrf 'Bf Ané'60nes County of Skagit, State of Washington.

The Real Property or |ts ‘address is commonly known as 2119 COMMERCIAL AVENUE,
ANACQRTES, WA 98221 The Heal Property tax identification number is 3833-003-015-0004
{P60419).

CROSS- COLLATERAL!ZAT!ON ; !n adclmon to the Note, this Deed of Trust secures all obligations, debts and liabilities,
plus interest thereon, of Grantorito Lendef, orany one or more of them, as well as all claims by Lender against Grantaor
or any one or more of them, whether now: exrstlng or hereafter arising, whether related or unrelatad to the purpose of
the MNote, whether voluntary or otherwme Anhether due or not due, ditect or indirect, determined or undetermined,
absolute or contingent, liguidated or- unhquldated ‘whether Grantor may be liable individually or jointly with others,
whether obligated as guarantor, suraty,” accommodatron party or otherwise, and whether recavery upon such amounts
may be or hereafter may become barréd hy any statute of limitations, and whether the obligation to repay such amounts
may be or hereafter may become otherwnse unenforceable

Grantor hereby assigns as security fo Lender an of Grantar's right, title, and interest in and to all leases, Rents, and
profits of the Property. This assignment is ‘recorded i accordance with RCW 65.08.070; the fien created by this
assignment is intended to be specific, perfected and, choate upon the recording of this Deed of Trust, Lender grants to
Grantor a license to callect the Rents and “profits, which Jicense may be revoked at Lender's option and shall be
automatically revoked upon acceleration of all 6r part of the Indebtedness. in addition, Grantor grants to Lender a
Uniform Commercial Code security interest in thie Personal Property and Rents.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST N 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 DOQCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as otherwise provr_de'a in tt:i'is':;Deed of Trust, Grantor shall pay to Lender ali
amounts secured by this Deed of Trust as they become due, and shall strictly and in a timely manner perform all ot
Grantor’s obligations under the Nate, this Deed of Trust, and the Flelated Daguments,

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

Possession and Use. Until the accurrence of an Event of Default Grantor may {1} remain in possession and
control of the Property; (2) use, operate or manage the Property; and A3} collect the Rents from the Property
{this privilege is a license from Lender to Grantor automatically revoked upon default). The following provisions
relate to the use of the Property or to other limitations on the F‘ropertv The Real Property is not used principally
for agricultural purposes. . :

Duty to Maintain. Grantor shall maintain the Property in tenantable cnndrtlun and pr()mptl',r perform all repairs,
replacements, and maintenance necessary to preserve its value. ;

Nuisance, Waste. Grantor shall not cause, conduct ot permit any nursance nor commrt permit, or suffer any
stripping of or waste on or to the Property or any pertion of the Property, -Without limiting the generality of the
faregoing, Grantor will not remove, or grant to any other party the right ta-remove, any-timber, minerals (including
oil and gas}, coal, clay, scoria, soil, gravel or rock products without Lender's prior. wrmen consant.

Removal of Improvements. Grantor shall not demglish or remove any 1mprovements frorn the Real Property
without Lender's prior written consent. As a condition to the removal of any lmprovements Lender may require
Grantar to make arrangaments satisfactory to Lender to replace such Improvements wrth lmprovements of at least
equal value. L :

Lender's Right to Enter. lender and Lender's agents and representatives may enter upor‘i thé'ReaI Property at all
reasonable times to attend to Lender’s interests and to inspect the Real Property for purpo as ot Grantor's
compliance with the terms and conditions of this Deed of Trust. .

Compliance with Governmental Requirements, Granter shall promptly comply, and shali premptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsoever whe rent;” léase or
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulatigng, now:dt Hereafter
in effect, of all governmental authorities applicable to the use or accupancy of the Property, mciudrng vujthout
fimitation, the Amearicans With Disabilities Act. Grantor may contest in good faith any such law,. ~ordinance, ‘or
regulation and withhold compliance during any proceeding, |nc1ud|ng appropriate appeals, 50 !ong as Grantor has
notified Lender in writing prior to doing so and so long as, in Lender’s sole opinion, Lender’s™ interests’ in the",

Property are not jeopardized. Lender may require Grantor to post adequate security or a surety bond; reasonablv
satisfactory to Lender, to protect Lender's interest. : 5 3

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property, Grantor shall dé ali other

acts, in addition to those acts set forth above in this section, which from the character and use of the Propertv areu o

reasonably necessary to protect and preserve the Froperty.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender’s option, {A} declare Immedrately due and payable afl

sums secured by this Deed of Trust or [B) increase the interest rate provided for in the Note or other docuiment
svidancing the Indebtedness and impose such other conditions as Lender deems appropriate, upon the saie or transfer,
without Lender's prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A :

AR
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"sale-or transfer” means the conveyance of Real Property or any right, title or interest in the Real Property; whether
fegal, beneficial or equitable; whather voluntary or involuntary; whether by outright sale, deed, instailment sale contract,
‘land-contract, contract for deed, leasehold interest with & term greater than three (3} years, lease-cption cantract, of by
‘sale, assigniiant; or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by any
other method of conveyance of an interest in the Real Praperty. If any Grantor is a corporation, partnership or fimited
liability company, transfer also includes any change in ownership of more than twenty-five percent {25%) of the voting
stucl;, gpartnership interests or fimited liability company interests, as the case may be, ot such Grantor, However, this
option shall.not be exércised by Lender if such exercise is prohibited by federal law or by Washington law.

TAXES AND: LIENS. -The following provisions relating to the taxes and liens ¢n the Property are part of this Deed of
Trust: AR

Paymefit. ~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 claims for work done on of 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 theJien-of taxes and assessments not due and except as otherwise provided in this Deed of
Trust. A S

Right to Contest. Grartor 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 interast in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment,. Grantor shall within fifteen {15) days after the lien arises or, if a lien is filed,
within fifteen {15} ddys.-after Grantor has notice of the filing, secure the discharge of the lien, or if requasted by
Lender, deposit with Lender cash ora sufficient corporate surety bond or other security satisfactory ta Lender in an
amount sufficient to discharge the lién plus any costs and attorneys’ fees, or other charges that could accrue as a
rasult of a foraclosure or sale undar the lien. In any contest, Grantor shall defend itseli and Lender and shall
satisfy any adverse judgment before énforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished’in the contest proceedings.

Evidence of Paymant. Grantar 'shgll"({poh demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to defiver to Lender at any time a wiitten
statement of the taxes and assessments against t_he Property.

Notice of Construction. Grantor shall notify Lerder at least fifteen {18) days before any work is commenced, any
servicas are furnished, or any materials are supplied to the Property, if any mechanic’s lien, materialmen's lien, or
other lien could be asserted on accountof thie work; services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory 1@ Lender that Grantor can and will pay the cost of such
improvemeants. £

PROPERTY DAMAGE INSURANCE. The follsv@%ng 5r.o'§;isions relating to insuring the Property are a part ¢f this Deed of
Trust. L

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a fair value basis ‘foi: the full insurable value covering all improvements on the Real
Property in an amount sufficient to avoid appli¢ation of any’coingurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such
coverage amounts as Lender may request with Trustes’ and Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantor shali maintain such other insurance, including but not limited to
hazard, business interruption, and boiler insurance. as.lender may reasonably raquire. 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.defiver 10 Lender from time 10 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 thirty {30} days prior wiitten notice 1o Lender. Each insurance policy also
shall include an endorsement providing that coverage in favor of Lender will not be impaired in any way by any act,
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-8 spatial flood hazard area, Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, 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 sﬂch’insurandg for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss:or damage ‘to the Property. Lender may
make proot of 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 to the reduction of the Indebtedness, payment of any lien affecting the Property, or the restaration
and repair of the Property. It Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory’ to-Lender..* Lender shall, upon
satisfactory proof of such expenditura, pay or reimburse Grantor from the proceeds for’the reasonable cost of
repair or restoration if Grantor is not in default under this Deed of Trust. Any:proceeds: ' which have not been
disbursed within 180 days after their receipt and which Lender has not committed 14 thé repair ‘or restoration of
the Property shall be used first to pay any amount owing to Lender under this Deéd.of Trust, then to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the indebtedmess: W Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid without.interest te Grantor as
Grantor's interests may appear. A

Grantor's Report an Isurance. Upon request of Lender, however not more than once a year, Grantorshall furnish
to Lender a report on each existing policy of insurance showing: {1} the name of thevinsyrer; (2] ~“the risks
insured; (3) the amount of the policy; (4) the property insured, the then current replagement value-of. such
property, and the manner of detarmining 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-repldgement cost
of the Property.

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lendor's interest-in’
the Property or if Grantor fails to comply with any pravision of this Deed of Trust or any Related Dogumernits, incliding,’
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor js required to discharge ot fay
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to] take
any action that Lender deems appropriate, including but oot limited te discharging or paying all taxes, lievis, security -~
interests, encumbrances and other claims, at any time levied or placed on the Property and paying all costs for insuring,
maintaining and preserving the Property. All such expenditures incurred or paid by Lender for such purposes will then
bear interest at the rate charged under the Ngte from the date incurred or paid by Lender to the date of repayment.by
Grantor, Al 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 o_f-f"

N ARA A
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the Note “or (C) be treated as a balloon payment which will be dua and payable at the Note's maturity. The Deed of
#Trdst dlso will secure payment of these amounts. Such right shall be in addition to all other rights and remedies to
-~ which Lender: may be entitied upon Default.

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

f': Titie. Grantor warrants that: {a) Grantor holds good and marketable title 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
tntle msurance pohcvr tite report, or final title opinion issued in favor of, and accepted by, Lender in connhection
with this Deed.ot. Trust and (b} Grantor has the full right, power, and authority 1o execute and deliver this Deed of
Trust to, Lender

Defensa of Tit‘le Sub]ect to the exception in the paragraph above, Grantor warrants and will forever defend the
title to the Prt:oper‘c\.l egainst the lawtul claims of all persons. In the gvent any action or proceeding is commenced
that questions Grantor’s title or the interest of Trustee or Lender 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 entitled to
participate in, the. proceedmg and to be represented in the proceeding by counset of Lender’s own chaice, and
Grantor will dehver, prcause to be delivered, to Lender such instruments as Lender may request from time to time
to permit such part1cnpatmn )

Compliance With Laws, Grantor warrants that the Property and Grantor's use of the Property complies with all
gxisting applicable IBWS, ordlnances, and regulations of governmental authorities.

Survival of Representa‘hons and Warrantles All representations, warranties, and agreements made by Grantor in
this Deed of Trust shall survive tha exacution and delivery of this Deed of Trust, shail be continuing in nature, and
shall rernain in full force and effect until such time as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The following, pruvisidﬁs relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceedmg in condemnatlon is filed, Grantor shall promptly notify 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 such proceeding,.but Lender shall be entitled to participate in the proceeding and to be
represented in the proceeding by counsel ‘of its.own choice all at Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender such lnstruments and documentation as may be requested by Lender from time to
time to permit such participation. Ss

Application of Net Proceeds. |f all or any part of the'Property is condemned by eminent demain proceedings or by
any proceeding or purchase in lieu of condemnation, Lender may at its election require that all or any portion of the
net proceeds of the award be applied {0 the Iridebtedness or the repair or restoration of the Property. The net
proceeds of the award shall mean the award ‘after payment of all reasonable costs, expenses, and attorneys' tees
incurred by Trustee or Lender in connection with the condemnation.

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

Current Taxes, Fees and Charges. Upon request bv Lender; Grantor shall exacute such documents in addition to
this Deed of Trust and take whatever other action is requésted'by.Lender to perfect and continue Lender’s lien on
the Real Froperty. Grantor shall reimburse Lender forall-taxes), &5 described helow, together with all expenses
incurred in tecording, perfecting or continuing this'Deed of Trust including without [imitation all taxes, fees,
documentary stamps, and other charges for recordlng or reglstermg this Deed of Trust.

Taxes. The following shall constitute taxes to which “thig secnon applies: {1} a specific tax upon this type of
Deed of Trust or upon all or any part of the Indebtedness securgd by this Deed of Trust; (2] a specific tax on
Grantor which Grantor is authorized or required to deduct from payments pn.the Indebtedness secured by this type
of Deed of Trust; (3) a tax on this type of Deed of Trust chargeable against the Lender or the holder of the Mote;
and (4] a specific tax on all or any partion of the lndebtedness ar on payments of principal and interest made by
Grantor. L .

Subsequent Taxes. |f any tax to which this section applles is® enacted subsequent to the date of this Deed of
Trust, this event shali have the same effect as an Event of Defdilt, and Lender ‘may exercise any or all of its
available rernedies for an Evant of Default as provided below unlass Grantor either. {1} pays the tax before it
becomes delinquent, 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 other security satlsfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provtslons relatmg to 'lhIS Deed of Trust as a
seclrity agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of the Property
constitutes fixtures, and Lender shall have all of the rights of a secured party undar the Umform Commarcial Code
as amended from time to time. -

Security Interast. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect
and continue Lender's security interest in the Rents and Personal Property. In additioh to.fecording this Deed of
Trust in the real property records, Lender may, at any time and without further authoﬂ'zanbh from Grantor, file
executad counterparts, copies or reproductions of this Deed of Trust as a financing’ statement, .-Grantor shall
reimburse Lender for all expenses incurred in perfecting or continuing this security interest, Upari default Grantor
shall not remove, sever or detach the Personal Property from the Property. Upon default, Grantor’ shall assemble
any Personal Property not affixed to the Property in a manner and at a place reasonably gonvénient to Grantor and
Lender and make it available to Lender within three (3) days after receipt of written demand frorn Lender to the
extent permitted by applicable law, : L

Addresses. The mailing addresses of Grantor {debtor} and Lender {secured party} from whlch mformatron
concerning the sacurity interest granted by this Deed of Trust may be obtained {each as reqmred by tha Unlform
Commercial Code) are as stated on the first page of this Deed of Trust. :

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assur_ances- ar;tdf'
attarney-in-fact are a part of this Deed of Trust: : o ;

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, exeguted or delivered, to Lender or to Lender's designee, and when requestgd by s
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices,
and places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, instruments of further agsurance, certificates; and
other documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, .
perfect, continue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related, '
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___Bocurnents, and {2} the liens and security interests created by this Deed of Trust as first and prior liens on the

Pr0pertv, whether now owned ar hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the

~“tontrary in. writing, Grantor shall reimburse Lender for all costs and expensas ingufred in cannection with the
rmatters referred to in this paragraph.

5Attorney—m-Fact If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may da so
“for and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as’ Granmr s attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
athar- thlngs as’‘'may be necessary o desirable, in Lender's sole opinion, to accomplish the matters referred to in
the’ precedmg paragraph

FULL PERFORMANGE. If+ Grantar pays all the Indebtedness when due, and otherwise performs all the obligations
imposed upon. ‘Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shall exectite 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 recanveyance fee shall be paid by
Grantor, if permitted by appltcab{e law. The grantee in any reconveyance rmay be described as the “person or persons
legally entitled thereto”,-and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfuiness of any. such matters or facts

EVENTS OF DEFAULT Each of the Tollowing, at Lender's optian, shall constitute an Event of Default undec this Deed
of Trust:

Payment Default. Grantor falls to rnake 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 Tfust or in any of the Related Documents or to comply with or to perform any term,
obligation, covenant or condition contalned in any other agreement between Lender and Grantor.

Compliance Default. Faalure 10 comply with any other term, obligation, covenant or condition contained in this
Deed of Trust, the Note or in. any -0t the Fle1ated Daguments.

Default on Dther Payments. Failuré of Grantor within the time required by this Deaed of Trust to make any payment
for taxes of insurance, or any other payment recessary to prevent filing of or to effect discharge of any lien,

False Statements. Any warranty, representatlan or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Deed of Trust or/ihe Related Documents is false or misleading in any material raspect,
either now or at the time made or furnished: or bscomes false or misleading at any time thereafter.

Defective Collateralization. This Deed of Trust or’ any of the Related Documents ceases to be in fuil force and
effect {including failurg of any collateral: document to create a valid and perfected security interest or fien} at any
time and for any reason.

Death or Insolvency. The dissolution of Grantors {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 member, the insolvency of Grantor, the appointment of a receiver for any part of
Grantor's property, amy assignment for the. benefit of creditors, any type of creditor workout, ar the
commencerment of any proceeding under any bankruptey ar. msolvs'\cy laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencement of foteclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any ather method, By any craditor of Grantar 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. However, this “Event of Default shall not apply if there is a good faith
dispute by Grantor as to the validity or reasonableness of.the glaim-which is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lender written notice of the craditor-or forfeiture proceeding and deposits with
Lender monigs or a surety bond for the creditor or forfeiture proceedlng. in_&n amount determined by Lender, 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 agreement between Granter and
Lender that is not remedied within any grace period provided therein,‘in¢luding without limitation any agreement
congerning any indebtedness or other obligation of Grantor to Lendef, whether exlstlng now or later.

Evants 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 revokss or dlsputes the valdity of, or liability
under, any Guaranty of the Indebtedness. ] ;

Adverse Change. A material adverse change ocours in Grantor's fmanmal condmen, or Lender believes the
prospect of payment or performance of the Indebtedness is impaired. E K g

Insecurity. Lender in good faith helieves itself insecure.

RIGHTS AND REMEDIES ON DEFAULT. 1§ an Event of Default occurs under this Deed of Trust at any tima thereafter,
Trustee or Lender may exercise any one ar more of tha following rights and remedies: S .

Electian of Remedies. Election by Lender to pursue any remedy shall not exch.lde pursurt of any other remedy, and
an election to make expenditures or to take action to parform an obligation of Grantor underthié Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a default and Bxercise; its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the anﬂre lndebtedness lmmaduately
due and payable, including any prepaymant penalty which Grantos would be required to pay. <~ E

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the nght 10 exerc:|se its
power of sale and to foreclose by notice and sale, and Lender shall have the right to.foreclose by jUdICIa|
foreclosure, in either case in accordance with and to the full extent provided by applicable law"

t‘ﬁe__ r’ighté. __and

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have; él
remedies of a secured party under the Uniform Commercial Code. :

CoMlect Rents. Lender shall have the right, without notice to Grantor to take possession of and _manage: the.{i
Property and collect 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, Lendar may require any, tenadt of
other user of the Property to make payments of rent or use fees directly to Lender. If the Rents are collected by .~
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact ta endorse instruments received in
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tehants.”
or other users to Lender in response ta Lender's dermand shall satisfy the obligations for which the paymenits ara
made, whether or not any proper grounds for the demand existed. Lender may exercise its rights under. -this
subparagraph either in person, by agant, or through a receiver.

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part of '
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' _,the Property, with the power to protect and preserve the Property, to operate the Praperty preceding or pending
i " foreclosure or sele, and to collect the Rents from the Property and apply the proceeds, over and above the cost of
~tha.régaivership, against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's
right-to-thé appointment of a receiver shall exist whether or not the apparent value of the Property exceeds the
Zlndebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serving as a

! receiver,

* Tenancy. at Sufferam:e ¥ Grantor remains in possession of the Property after the Property is sold as provided
‘above-or Lénder otherwise becomes entitied to possession of the Property upon default of Grantor, Grantor shafi
become-a tenant &t sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either {1}
pay a reesonable ren‘tal for the use of the Property, or (2} wvacate the Property immediately upon the demand of
Lender.*

Other Remedles Trustee or Lender shail have any other right or remedy provided in this Deed of Trust or the Note
or available at faw orin equrtv

Notice of Sale. Lender shail give Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of: the-time after which any private sale or other intended disposition of the Personal Property is to be
made. Reasbnable notice shall mean notice given at laast ten (10} days before the time of the sale or dispasition.
Any sale of thé Personal Property may be made in conjunction with any sale of the Real Property.

Sale of the Property. To’ the extent permitted by applicable law, Grantor hereby waives any and afl rights to have
the Property marshalled. IR exereiging its rights and remedies, the Trustes or Lender shall be free to sell all or any
part of the Property:tagether or separately, in ong sale or by separate sales. Lender shall be entitled to bid at any
public sale on all or any pertron of the ‘Property.

Attorneys’ Fees; Expensas. if Lender institutes any Suit or action to enforce any of the terms of this Deed of
Trust, Lender shall be entitled 10 recgier such sum as the court may adjudge reasonable as attorneys' fees at trial
and upon any appeal. Whether or not: anv court action is involved, and to the extent not prohibited by law, all
reasonable expenses Lender incurs that.in Lender's opinion are necessary at any time for the protection of its
interest or the enforcement of its rights”shail become a part of the Indebtedness payable on demand and shall bear
interest at the Note rate from the daté of the expenditure until repaid. Expenses covered by this paragraph include,
without limitation, however subject 1o any- Inmuts under applicable law, Lender's attorneys' fees and Lender's Tegal
expensas, whether or not there is.-a lawsult mcludmg attorneys' fees and expenses far bankruptcy proceedings
{including efforts to modify or vacate any. automatic stay or injunction}, appeals, and any anticipaied post-| judgmen‘t
collection services, the cost of searchmg ‘records, obtemmg title reports (including foreclosure reports), surveyors'
reparts, and appraisal fees, litle insurance, ‘and fees'for the Trustee, to the extant permitted by applicable law,
Grantor also will pay any court costs, |n addltlon 16 all‘other sums pravided by law.

Rights of Trustee. Trustee shall have all of the rrghts and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The followmg provisions relating to the powers and obligations of Trustes
{pursuant to Lender's instructions} are part of this Deed of Trust:

Powaers of Trustee. ln 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 Lendar and Grantor: (a) join in
preparing and filing a map or plat of the Rea! Property, . mcludmg the dedication of streets or ather rights to the
public; (b} join in granting any easement ar creating. dny ‘restfiction on the Real Property; and (¢) jain in any
subordination or other agreement affecting this Deed of Trust or theinterest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be obligated "tp' notify 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 Trustee shall be a party, unless
required by applicable law, or uniess the action or proceed‘ing.is'bwugh_t_by'__'l'rustee.

Trustes. Trustee shall meet all qualifications required for Truetee'under applicabla law. In addition ta the rights
and remedies set forth above, with respect to all or any part ‘iofithe Property, the Trustee shall have the right to
foreclose by notice and sale, and Lender shall have the right to fereclose by judicial foreclosure, in either case in
accordance with and to the full extent provided by applicable laiv." :

Successor Trustee. Lender, at Lender's option, may from time to" t(me appcrnt a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recerded in the
office of the recorder of SKAGIT County, State of Washington. The instrument sHall contain, in addition to all
other matters required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or
the Auditor's File Number where this Deed of Trust is recorded, and the name-gnd address of the successor
trustee, and the instrument shall be executed and acknowledged by Lender-or jts suc:cessors in interest. The
successar trustee, without conveyance of the Property, shall succeed to all the title; power, and duties conferred
upon the Trustee in this Deed of Trust and by applicable law. This procedure for substltutlon of Trustee shalfl
govern to the exclusion of all other provigions for substitution. ; P

NOTICES. Subject to applicable law, and except for notice required or allowed by |aw to be-given in ancther manner,
any notice required to be given under this Deed of Trust, including without lrmltatron any aotice of-default and any
notice of sale shall be given in writing, and shall be effective when actually delivergd, when’ actually received by
telefacsimile {(unless otherwise required by law), when deposited with a nationally recogmzed overnight courier, of, if
mailed, when deposited in the United States mail, as first ¢lass, certified or registered mail pastage prepaid, directed to
the addresses shown near the beginning of this Dead of Trust. All copies of notices of forecldstre from the holder of
any lien which has priority over this Deed of Trust shali be sent to Lender's address, as shown nedr 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 @ddress For notice
purpases, Grantor agrees to keep Lender informed at all times of Grantor's gurrent address. Subjgct.to applicable law,
and except for notice required or allowed by law to be given in anather manner, if there is more than one Granror, any
notice given by Lender to any Grantor is deemed to be notice given to all Grantors. : - 3

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trust \

Amendments. This Dead of Trust, together with any Related Documents, constitutas the entire understandmg -and .;'ﬁ
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 of
bound by the alteration or amendment,

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall furmsh 0
Lender, upon request a certitied 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 operating income” shall mean all. cash
receipts from the Property less all cash expenditures made in connection with the ogeration of the Property.

Caption Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be_
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] _;u's%:__d-'id interpret or define the provisions of this Deed of Trust.

c i Mérger. .There shall be no merger of the interest or estate created by this Deed of Trust with any other intarest ot
" estate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender

:i_'GnvernIng Law This Deed of Trust will be governed by federal law applicable to Lender and, to the extent not
preempted by fadaral law, the laws of the State of Washington without ragard to its canflicts of law provisions.
Thisg Deed of Trust has been accepted by Lender in the 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 on the part of Lender in exercising any right
shali opetaté 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 gonstitute 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, nar any course of desling
batwesn Lender and Grantor, shall constitute a waiver of any of Lender’s rights or of any of Grantor's abligations
as to any future transactions. Whenever the consent of Lender is required under this Desd of Trust, the granting
of such conserit by Lender-jit any instance shall not constitute continuing consent to subsequent instances where
such consent is reered and i all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. If a court of cornpetent jurisdiction finds any provision of this Daed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the offendmg provision illegal, invalid, or
unenforceable as to ary other-ciftumstance. If feasible, the offending provision shall be considered modified so
that it becomes legal,: “valid and - priforceable.  If the offending provision cannot be so modified, it shall be
considered deleted from ;this' Deed. of Trust, Unless otherwise required by law, the fllegality. invalidity, or
unenforceability of any provision of this Deed ot Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust:.

Successors and Assigns. Subject to any Ilmltatlons stated in this Deed of Trust on transfer of Grantof's interest,
this Deed of Trust shall be bindirig upon-and inure to the benefit of the parties, their succassors and assigns. If
ownership of the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with-teferenceto. this Deed of Trust and the Indebtedness by way of forbearance or
axtension without reteasing Grartor fragm-the g_bhgatmns of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of"fha.eésér;cé___ih the performance of this Deed of Trust.

Waivar of Homestead Exemption. Grartor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washmgton asto all lndebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitaiized words, and terms shail have the following meanings when used in this Deed of
Teust. Unless specifically stated 1o the contraty, allk_raferences to dollar amounts shall mean amounts in lawful money
at the United Stetes of America. Words and {erms 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 shali
have the meanings attributed to such terms in the Unﬁorm Cornmermai Code:

Beneficlary. The word "Beneficiary” means Skaglt State Bank;’ anq its successors and assigns.

Borrower, The word "Borrower™ means PENGUIN COFEEE_,HdL[leG COMPANY (LLC and includes all co-signers
and co-makers signing the Note and all their successors and"assighs"

Deed of Trust. The words "Deed of Trust" mean this® Deed of: Trust among Grantar, Lender, and Trustee, and
includes without lmitation all assignment and secur'-w mterast prowsmns relating to the Personal Property and
Rents, :

Default. The word "Dafault" means the Defauit set forth in thls Deed of T.'ust in the section titled "Defauit”.

Event of Default. The words "Event of Default" mean any of the events of defau[t set forth in this Deed of Trust in
the evants of default section of this Deed of Trust.

Grantor. The word "Grantor” means PENGUIN COFFEE HOLDING COMPANY LLC

Guarantor, The word “Guarantor™ means any guarantor, surety, “OF acc mquatlon party of any or all of the
Indebtedness. :

Guaranty. The word "Guaranty" means the guaranty from Guarantor to Lendsr |nc|ud1ng without limitation a
guaranty of all or part of the Note. :

Improvements. The word "Improvements” means all existing and future 1mprovements huildings, structures,
mobile homes atfixed on the Real Property, facilities, additions, replacements and, mher construction on the Real
Property.

Indebtedness. The word "“Indebtedness" means all principal, interest, and other’ arnounts r:osts and expenses
payable under the Note or Related Documents, together with all renewals of, extensions’ “ot, ,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‘anforce Grantor's
obligations under this Deed of Trust, together with interest on such amounts as provided in. this Deed of Trust.
Specifically, without limitation, Indebtedness includes all amounts that may be. mdl.reetly secured by the
Cross-Collateralization provision of this Deed of Trust. A

Lender. The word "Lender” meaans Skagit State Bank, its successors and assigns.

Note. The word "Note' means the promissory note dated December 15, 2011, in the oﬂglnal prmclpal
amount of $270,000.00 from Graror to Lender, together with all renewals of, extensions of, mod:ﬁcatmns
of, refinancings of, consolidations of, and substitutions for the promissory note or agreement. g

Personal Property. The words "Personal Property" mean all equipment, fixtures, and other artlcales af persenal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Heal “Property;.
together with all accessions, parts, and additions to, all replacements of, and all substitutions for,-any of such :;1
property; and together with alt issues and profits thereon and proceeds (mcludmg without hmatatlon a[l msurance_:-
proceeds and refunds of premiums) from any sale or other disposition of the Property. !

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

Real Property. The words "Real Property” mean the real property, interests and rights, as further descnbad m this
Deed of Trust. "

Related Documents. The words "Related Documents® mean all promissory notes, credit agreements" Iban
agreaments, secufity agreements, mortgages, deeds of trust, security deeds, collateral mortgages and all other
instruments, agreements and documents, whether now or hereafier existing, executed in connection with thek.
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_,:tn:d_et'i"tedness: provided, that guaranties and environmental indemnity agreements are not "Related Documents™ and
aré not secured by this Deed of Trust.

“"Rents.  The word "Rents" means all present and future rents, revenues, incoma, issues, royalties, profits, and
ather benefits derived from the Property.

Tl:'ustee. The word "Trustee” means Land Title Company of Skagit County, whose mailing address is P O Box
- 445, Burlmgton WA 98233 and any substitute or successor trustees.
GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TQ. ITS TERMS

GRANTOR

PUBLIC
2:17.2C15

——

g } §§
COUNTY OF /C{Jid,ﬁm/ﬁ I }

On this /é’ — day o\‘ L CLW/L/ L 20 / / , before me, the undersigned

Notary Public, personally appeared AARON J HOWELL .Manager of PENGUIN COFFEE HOLDlNG COMPANY LLC, and
personally known to rme or proved to me on the basis Gf satisfactory avidence to be a member or designated agent of
the limited liability company that executed the Deed of Trust and acknowledged the Deed of Trust to be the free and
voluntary act and deed of the limited liability company, by authority of statute, its articles of organization or its
operating agreemant, for the uses and purposes thérein mentioned, and on oath stated that he or she is authorized to
axecute this Deed of Trust and in fact executed the' Deed of Trust on behalf of the limited liability company,

s Shecta AL | . Residng Cbvacpyle o

Notary Public in and for the State of L»(j e My commissjon expires J ‘/ 7 -/ 5

REQUEST FOR FULL RECONVEYANCE

To: . Trustee

The undersigned is the legal owner and holder of alt mdebtedness secured by this, Deed of Trust. You are hereby
requested, upon payment of all sums owing to you, to reconvey withous wafranty, to the persons antitled thareto, the
right, title and interest now held by you under the Deed of Trust. #

Date: Beneﬁcaary
_By:‘___
L
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