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. gomsmucnom DEED OF TRUST 1107347 -]

DATE: March 25, 2014

Reference # (if apphcable} A107347 Additional on page
Grantor(s):

T. CHALLENGE INVESTMENTSI LLC

Grantee(s)
1. WHIDBEY ISLAND BANK R
2. RECONVEYANCE PROFESSIONALS INC., Trustee

Legal Description: PTN. OF LOTS 17 18 19 & 20, BLOCK 47, CITY OF ANACORTES
Additional on page 2

Assessor's Tax Parcel ID#: 3772-047- 018 0001 (P55170), 3772-047-020-0007 (P655171)

THIS DEED OF TRUST is dated March 25, 2014, ,aﬁlonﬁ: CHALLENGE INVESTMENTS I, LLC, A
WASHINGTON LIMITED LIABILITY COMPANY (" Grantor'). WHIDBEY ISLAND BANK, whosse
mailing address is CL SKAGIT/BURLINGTON , 321 SE PIONEER WAY, P.0O. BOX 1589, OAK
HARBOR, WA 98277 (referred to below somstimes as "Lender” and sometimes as
"Beneficiary™); and RECONVEY ANCE PROFESSIONALS; INC., whose mailing address is PO BOX
5587, EVERETT, WA 98206 {referred to below as "Trustee } f
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DEED OF TRUST
(Continued) Page 2

CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustes in trust with power of salo. right
of antry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to
the following described: real property, together with all existing or subsequently erected or affixed buildings,
improvements and f|xtures, all easemants, nghts of way, and appurtenances; all water, water rights and ditch rights
{including stock in-utilitles-with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real
property, including ‘without limitation all minerals, oil, gas, geothermal and similar matters, {the "Real Property”)

located in SKAGIT Countv. State of Washington:

LOT 17, LESS AND“EXCEPT THEREFROM THE EAST 5 FEET OF THE NORTH 35 FEET
THEREOF; TOGETHER WITH THAT PORTION OF THE SOUTH 1/2 OF THE VACATED
ALLEY LYING ADJACENT THERETO; LOTS 18, 19 AND 20, EXCEPTING THE NORTH 35
FEET THEREOF, ALL IN BLOCK 47, "MAP OF THE CITY OF ANACORTES, SKAGIT
COUNTY, WASHINGTON", ACCORDING TO THE PLAT THEREOF RECORDED IN VOLUME
2 OF PLATS, PAGES 4 THHOUGH 7, RECORDS OF SKAGIT COUNTY, WASHINGTON.

The Real Property or rts address is commonly known as 1820 COMMERCIAL AVENUE,
ANACORTES, WA 98221:.The R__ealu Property tax identification number is 3772-047-018-0001
{P55170), 3772-047-020-0007 {P55'171)

Grantor hergby assigns as security to Lender. all of Grantor’s right, title, and interest it and to all leasas, Rents, and
profits of the Property. This assignmant is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intended to be spacific, perfﬂcted and choate upon the recording of this Dead of Trust. Lender grants to
Grantor a license to collect the Rents:and proflts, which license may be revoked at Lender's option and shall be
sutomatically revoked upon acceleration of ail-or part of the Indebtedness. In addition, Grantor grants to Lender a
Uniform Commercial Code security interest in the Personal Eropertv and Rents.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS GIVEN TO SECURE’ (A) PAYMENT OF THE INDEBTEDNESS AND (B) PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THE NOTE, .THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST. INCLUDING THE ASSIGNMENT:-OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS ALSO GIVEN TC SECURE ANY AND ALL OF GRANTOR'S OBLIGATIONS UNDER THAT
CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN GRANTOR AND LENDER OF EVEN DATE HEREWITH. ANY
EVENT OF DEFAULT UNDER THE CONSTRUCTION LOAN AGREEMENT, OR ANY OF THE RELATED DPOCUMENTS
REFERRED TO THEREIN, SHALL ALSO BE AN EVENT OF DEFAULT, UNDER THIS DEED OF TRUST. THIS DEED OF
TRUST I8 GIVEN AND ACCEPTED ON THE FOLLOWING TERMS;- E

PAYMENT AND PERFORMANCE. Except as otherwise prowded in thus Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shall strictly and in a timely manner perform all of
Grantor's obligations under the Note, this Daed of Trust, and the Related Documents.

CONSTRUCTION MORTGAGE. This Deed of Trust is a "constriiction mortgaga” for the purposes of Sections 9-334
and 2A-309 of the Uniform Commercial Code, as those sections have been adopted by the State of Washington.

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

Posgession and Use. Until the occurrence of an Event of Default Grantor may-. {1} remain in possassion and
control of the Property; (2] use, operate or manage the Property:-and {3} _collect the Rents from the Property
{this privilege is a license from Lender to Grantor automatically revoked: uptn default). The following provisions
relate to the use of the Property or to other limitations on the Proparty The Real Property is not used principally
far agricultural purposes. )

Duty to Maintain. Grantor shall maintain the Property in tenantable condltmn and pmmptly perform all repairs,
replacamants, and maintenance necessary to preserve its value. .

Nulsance, Waste. OGrantor shall not cause, conduct or permit any nuisance nor commlt, permit, or suffer any
stripping of or waste on or to the Property or any portion of the Property. Without limiting the generality of the
faregoing, Grantor will not remove, or grant tc any other party the right to remove, any timber, minerals {including
oil and gas}, coal, clay, scoria, soll, gravel or rock products without Lender’s prior. written canssnt

Remoaval of Improvements. Grantor shall not demolish or remove any Improvemems from,_-the Real Property
without Lender's prior written consent. As a condition to the removal of any Improvements; Lender may require
Grantor to make arrangements satisfactory to Lender to replace such Improvements wnth Irnprovemants of at least
egual value. :

Lender's Right to Enter. Lender and Lender's agents and representatives may enter upon’ tha Real Property at all
reasonable times to attend to Lender’s interests and to inspect the Real Proparty for- purpases of Grantors
compliance with the terms and conditions of this Deed of Trust. Y

Compliance with Governmental Requiraments. Grantor shall promptly comply, and shall promptly causa
compliance by all agents, tenants or other persons or entities of every nature whatsoever who-rent, Jease or
otherwise use or accupy the Property in any manner, with all laws, ordinances, and ragulations, now or hereafter.

in affect, of ail governmental authorities applicable to the use or occupancy of the Property, including withoit®
limitation, the Americans With Disabilities Act. Grantor may contest in good faith any such law,. ordinance, or :

regulation and withhold compliance during any proceeding, including appropriate appeals, so long 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

Al

Property are not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonablv

satisfactory to Lender, to protect Lendar's interest.

Duty to Protect. Grantor agrees neither to abanden or leave unattended the Property. Grantor shall do all: other ’

acts, in addition to those acts set forth above in this section, which from the character and use of the Property.ére

reasonably necessary to protect and preserve the Property.
170108
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:Construction Loan. If some or all of the proceeds of the loan creating the Indebtedness are to be used to construct
‘or. complete gonstruction of any Improvements on the Property, the Improvements shall be completed no later than
the metwity.;date.of the Note (or such earlier date as Lender may reasonably establish) and Grantor shall pay in full
all costs and expanses in connection with the work. Lender will disburse loan proceeds under such terms and
coriditions as' Lender, may deem reasonably necessary to insure that the interest created by this Deed of Trust shall
have priarity over all possible liens, including those of material suppliers and workmen. Lender may require, among
other things,"that disbursement requests be supported by receipted bills, expense affidavits, waivers of liens,
construction progress reports, and such other documentation as Lender may reasonably request.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's aption, {A) declare immediately due and payable all
sums secured by this-Deed 6f Trust or (B} increase the intergst rate provided for in the Note or other document
evidencing the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's pripf written consent, of all or any part of the Real Property, or any interest in the Real Property. A
"sale ot transfer” means the conveyance of Real Praperty or any right, title or interest in the Real Praperty; whether
legal, beneficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract,
land contract, contract for deed, Ieasehold interest with a term greater than three (3} years, lease-option contract, or by

sale, assignment, or transfer of any ‘bendficlal interest in or to any land trust holding title to the Real Property, or by any
other mathad of conveyance of:-an_intérest in the Real Property. !f any Grantor is a corporation, partnership or limited
liability company, transfer also'includes any: change in ownership of more than twenty-five percent {25%) of the voting
stock, partnarship interests or’limited liahility company interests, as the case may be, of such Grantor. However, this
aption shall not be exercised by Lender if such exercise is prohibited by federal law or by Washington law,

TAXES AND LIENS. The followmg prO\rislons relating to the taxes and liens on the Property are part of this Deed of
Trust:

Payment. Grantor shall pay when' due land in_all. events prior to delinquency} all taxes, special taxes, assessments,
charges (including water and sewar] fines “and impositions levied against or on account of the Praperty, and shall
pay when due all claims for wark dorie on-of, for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of all.lens. havmg 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 Contast. Grantor may withholdf-pan}men't of"hny tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay. so long as.Lender's interest in the Property is not jeoperdized. If a lien arises or
is filed as a result of nonpayment, Grantor:shall within fifteen (15) days after the lian 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 ¢orporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any:costs and attorngys’ fees, or other charges that could accrue as a
result of a foreclosure or sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Propertv Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedings

Evidence of Payment. Grantor shall upon demand furnlsh to Lender: satrsfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental ofhcnal to deliver to Lender at any time a writtan
statement of the taxes and assessments against the Prupertv

Notlce of Construction. Grantor shall notify Lender at least f:fteen 11 5) days bafore any work is commenced, any
services are furnished, or any materials are suppfied to the Property, If any mechanic’s lien, materialmen's lien, or
other lien could be asserted on account of the work, services, of materials. | Grantor will upon request of Lendar
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of guch
improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relating to- lnsurrng the Propertv are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies: of flre lnsurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering &l 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 ghall also procure and maintain comprehansive gendral-lisbility insurance in such
coverage amounts as Lender may request with Trustee and Lender being riamed-as-additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain such other Iinsurancs, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policieg shall be written in
form, amounts, coverages and basis reascnably acceptable to Lender and issued by & company or companles
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver:to-Lender from time to time the
policles or certificates of insurance in form satisfactory to Lender, mcludmg stipulations that coverages wlll not be
cancelled or diminished without at least ten (10) days prior written notice to Lender. Each jpsurance policy also
shall include an endorsement providing that coverage in favor of Lender will not be impagired.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 Managemant Agency as a special flood hazard erea “Graritor-agrees to
obtain and maintain Federal Fiood [nsurance, if available, within 45 days after notice is given- by lLarider that the
Property is located in a spacial 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 undar tha National Flood Insurance Program,
or as otherwise required by Lender, and to maintain such insurance for the term of tha 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 proof of loss if Grantor fails to de:
so within tifteen {15} days of the casualty. Whether or not Lender's security is impaired, Lender may; at Lender's
election, receive and ratain the proceeds of any insurance end apply the proceeds to the reduction of tha:
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 replace the damagad or. destroyed
Improvements in & manner satisfactory to Lender. Lender shall, upon satisfactory proof of such expenditure, pay . )
or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantor is not in defauit .~
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt and’
which Lender has not committed to the repsir or restoration of the Property shall be used first to pay any amount
owing to Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be applied -
to the principai balance of the indebtedness, If Lender holds any proceeds after payment in full of the
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3:§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
6., Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2} the risks
insured; (3} .thé. amount of the policy; {4} the property insured, the then current replacement value of such
property; 8nd the mannar of determining that value; and (5} the expiration date of the policy. Grantor shall, upon
reqguest of: Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement cost
of the Proparty.

LENDER'S EXPE.NDITURES. If any action or proceeding is commenced that would materially affect Lender’s interast in
the Proparty or if Grantorfails-to. comply with any provision of this Deed of Trust or any Related Documents, including
but not limited to Grantoz_ s.failure to discharge or pay when due any amounts Grantor is required to discharge or pay
under this Deed of Frust or any Related Documents, Lendsr on Grantor's behalf may {but shall not be obligated to) take
any action that Lender deerns appropriate, including but not limited to discharging or paying all taxes, liens, security
interests, encumbrances and other-¢laims, at any time levied or placed on the Proparty and paying all costs for insuring,
maintaining and preserving the Praperty. All such expenditures incurred or paid by Lender for such purposes will then
bear interest at the rate charged Ander the Note from the date incurred or paid by Lender to the date of repayment by
Grantor. All such expenses will beécome_d part of the Indebtedness and, at Lender's option, will {A) be payable on
dernand; (B} be added to the Balance of the Note and be apportioned among and be payable with any instaliment
payments to become due during elther {1): the term of any applicable insurance policy; or (2) the remaining term of
the Note; or {C) be treated as & balloon ‘payment which will 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 sntitled updn Default. -

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

Title. Grantor warrants that: (a} Grantor hulds good and marketabla title of record to the Property in fee simpie,
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 titls opinign issued In favor of, and accepted by, Lender in connection
with this Deed of Trust, and (b} Grantor has the full rught power, and authority to execute and dsliver this Deed of
Trust to Lender,

Defense of Title. Subject to the exceptidn___i-ri't_he paragraph ahove, Grantor warrants and will forever defend the
title to tha Property against the lawful claims of all persons. In the event any action or proceeding is commenced
that questions Grantor's title or the interest of Trustee or Lender undear this Deed of Trust, Grantor shall defend the
action at Grantor's expensa. Grantor may be’ the _nominal party in such proceeding, but Lender shafl be entitled to
participate in the proceading and to be represented in the proceeding by counsel of Lender's own choice, and
Grantor will deliver, or cause to be delivered, to Lender such mstruments as Lender may request from time to time
to permit such participation. ;

Compliance With Laws, Grantor warrants that the PrOpeny and Grantor s use of the Property complies with all
existing applicable laws, ordinances, and regulations of governmental authorities.

Survival of Representations and Warranties. All represéntations, warranties, and agreements made by Grantor in
this Deed of Trust shall survive the execution and delivary-of.this Déed of Trust, shall be continuing in nature, and
shall remain in full force and effect until such time as Grantor's Ipde_btsdness_shall be paid in full.

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

Proceedings. If any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and
Grantor shall promptty take such steps as may be necessary to:defend theaction and ohtain 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 counsa! of its own choice all at Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender such instruments and docurnentation as mav be requested by Lender from time to
tima to permit such participation.

Application of Nat Procesds, If all or any part of the Property is condemned by ernment -domain 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 to the Indebtedness or the repair or-restoration of the Property. The net
proceeds of the award shall mean the award after payment of all reasonable costs, sxpenses, and attorneys’ fees
incurred by Trustee or Lender in cannection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHOHITIES The followmg prowsnons relating
to governmeantal taxes, fees and charges are a part of this Deed of Trust:

Current Taxes, Fess and Charges. Upon request bv Lender, Grantor shall exacute $tich documenta in addition to
this Dead of Trust and take whatever other action is requested by Lender to perfect and continue Lender’'s lien on
the Real Property. Grantor shall reimburse Lender for all taxes, as described below, together with all expensas
incurred in recording, perfecting or continuing this Deed of Trust, including wlithout*limitatiofi all taxes, fees,
documentary stamps, and other charges for recarding or registering this Deed of Trust. :

Taxes. The following shall constitute taxes to which this section applies: (1) a specific tax upon thls tvpe of
Deed of Trust or upon all or any part of the Indebtedness secured by this Dead of Trust; 12) ~'a spécific:tax on
Grantor which Grantor is authorized or required to deduct from payments on the Indebtedness securéd by this type
of Deed of Trust; (3) a tax on this type of Deed of Trust chargeable against the Lender or the hoider of the Note;
gnd {4} a specific tax on all or any portien of the Indebtedness or on payments of principal and mterest made bv
rantor. B

Subsequont Taxes. If any tax to which this section applies is enacted subsequent to the date of thla Deéd of
Trust, this avent shall have the same effect as an Event of Default, and Lender may exercise sny-or all of jts

available remedies for an Event of Default as provided below unless Grantor either (1) pays the tax before it .
becomes delinguent, or {2) contests the tax as provided above in the Taxas and Liens section and depomts wﬂ:h-:""
Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT: FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as. a.
security 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 .«
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:fconst:tutes flxtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
E:ls amended from time to time.

Socurjty 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 addition to recording this Deed of
Trust in the redl property records, Lender may, at any time and without further authorization from Grantor, file
executed' counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall
re1mburse Lender. forall expenses incurred In perfecting or continuing this security interest. Upon default, Grantor
shall not remove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble
any Personal Propeny not-affixed to the Property in a manner and at a place reagsonably convenient to Grantor and
Lender and make-it available to Lender within three {3) days after receipt of written demand from Lender to the
extent permitted bv applrcab.‘e law,

Addresses. The malhng addresses of Grantor {(debtor) and Lender {secured party} from which information
concerning the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commaercial Code) are as: statad on the first page of this Deed of Trust.

FURTHER ASSURANCES:; ATTORNEY IN-FACT. The following provisions relating to further assurances and
attorney-in-fact are a part'of this' Deed of Trust:

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, exacuted or delivered, to Lender ar to Lender's designee, and when requested by
Lender, cause to be filed, recorded, refiled; or rerecorded, as the case may he, 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 assurance, certificates, and
other documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuats, complete,
perfect, continue, or preserve (1}- Grantor's ‘obligations under the Note, this Deed of Trust, and the Related
Documents, end {2) the liens and seclirity.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 to the
contrary in wntmg, Grantor shall reéimburse Lender for all costs and expenses incurred in connection with the
matters referred to in this paragraph.

Attorney-m Fact. If Grantor fails to do any of the’ thmgs referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and at Grantor s axpense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purpose of meking, executing, delivering, filing, recording, and doing alt
other things as may be necessary or desirable, in Lender’s sole opinion, to accomplish the matters referred to in
the preceding paragraph.

FULL PERFORMANCE. |f Grantor pays all the lndebtedness 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 execute and deliver to Grantor suitable statarments of termination of any financing statement on
file evidencing Lender's security interest in the Rents end 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 "persen or persons
legally entitled thereta”, and the recitals in the reconveyance of any matters or facts shsll be conclusive proof of the
truthfulness of any such matters or facts,

EVENTS OF DEFAULT. Each of the following, at Lender's optaon sha!l canstltute an Event of Default under this Deed
of Trust:

Payment Default. Grantor fails to make any payment when due::'under the Ihdébtsdness

Other Defaults. Grantor fails to comply with or to perform ‘any other’ ‘tarm, 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,
oblipation, covenant or condition contained in any othar agreement: between Lender and Grantor.

Coempllance Default. Failure to comply with any other term, obhgat:on, covenant or condition contained in this
Deed of Trust, the Note or in any of the Related Documents.

Default on Other Payments. Failure of Grantor within the time required bv thls Deed nf Trust to make any payment
for taxes or insurance, or any other payment necessary to prevent filing of orto effect dlscharge of any lien.

Dofault in Favor of Third Parties. Should Grantor default under any loan, extension of credlt security agreement,
purchase or sales agreement, or any other agreement, in favor of any other creditor'or person that may materiaily
affect any of Grantor's property or Grantor’s ability to repay the lndsbtedn&ss or Grantor '$ abllity to perform
Grantor’s obligations under this Deed of Trust or any of the Related Documents. -

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

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to. be in fun force and
effect {including failure of any collateral decument to create a valid and perfectad securrty 1merest ar. Ilen) at any
time gnd for any reason. A

Death or Insolvency. The dissolution of Grantor's (regerdless of whether election to contmue is made’l any
member withdraws from the limited liability company, or any other termination of Grantor's exnstance a8 a going
business or the death of any member, the insclvency of Grantor, the appointment of a receiver for:any part: of
Grantor's property, any assignment for the bhenefit of creditors, any type of creditor- workout, or sthe
commencement of any proceeding under any bankruptcy or insolvency laws by or against Grantor.. ;

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by 1udmlal ¥
proceedlng, saif-help, repossassron or any other method, by any creditor of Grantor or by any governmental agency:
against any property securing the Indebtednegs. This includes a garnishment of any of Grantor's acceiints;
including deposit accounts, with Lender. However, this Event of Default shall not apply if there is a good taith
dispute by Grantor as to tha 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 craditor or forfeiture proceeding and deposits’ with:”
Lender monies or a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, |n its
sole discretion, as being an adequate reserve or bond for the dispute.

Breach of Other Agraement. Any breach by Grantor under the tarms of any other agreement between Grantor and=___. =
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i Lender that is not remedied within any grace period provided therein, including without limitation any agreement
3concem|ng any |ndebtedness or other obligation of Grantor to Lender, whether existing now or later.

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

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

Insecurity. Lender m.good ‘taith believes itself ingecure.

Right to Cure.’|f any defamt, other than a default in payment is curable and if Grantor has not been given 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: (1} cures the default within
ten {10) days; or (2} if the ciire 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 all reasonable
and necessary steps. suffrclent tQ produca compliance as soon as reasonably practical.

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

Election of Remadias. Electlon by Leneer to pursue any remedy shall not exclude pursuit of any other remedy, and
an election to make expenditurés o to: ‘take action to perform an obligation of Grantor under this Deed of Trust,
after Grantor's failure to perform; shall net affact Lender's right ta declare a default and exercise its remedias.

Accelerate Indehtedness. 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.

Foreclosura. With respect to all or any pait of the Real Proparty, the Trustee shall have the right to exercise its
powser of sale and to foreclose by riotice. and sale, and Lender shall have the right to foreclose by judicial
foreclosure, in either case in accordence"with and to the full extent provided by applicabie taw.

UCC Remedies. With respect to all or, any part’ of. the Personal Proparty, Lender shall have all the rights and
remedies of a sacured party under the Umferm Commerclel Code.

Colisct Rents. Lender shall have the right, _w:thout notice to Grantor to take possession of and manage the
Property and collect the Rents, ingluding amounts past dua and unpaid, and apply the net proceeds, over 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. |f the Rents are collected by
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments received in
paymant thereof in the name of Grantor and to nagotiate 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. Lsnder may exercise its rights under this
subparagraph either in person, by agent, or through a receivar.

Appoint Receiver. Lender shall have the right to have a:receiver appointed to take possession of all or any part of
the Property, with the power to protect and preserve the Property, to operate the Property preceding or pending
foraclosure or sale, and to collact the Rents from the Property and apply ‘the proceeds, over and above the cost of
the receivership, against the Indebtedness. The recelver may serve without bond if permitted by law. Lender's
right to the appointment of a receiver shall exist whather or not the apparent value of the Property exceeds the
Indebtedness by a substantial amount, Employment by Lender shall not disqualify a person from serving as a
receiver. AL

Tenancy at Sufferance. If Grantor remains in possession of the ‘Proparty“after the Property is sold as provided
above or Lender otherwise becomas antitled to possession of the Praparty upon default of Grantor, Grantor shall
become a tenant at sufferance of Lender or the purchaser of the Property and shall, at Lander's option, either (1}
pay a reasonable rental for the use of the Property, or (2} vacate the: Property |mmed|etely upon the demand of
Lender.

Other Remedies. Trustee or Lender shall have any other right or remedy prowded in, thls Deed of Trust or the Note
or available at law or in equity.

Notice of Sale. Lander shall give Grantor raasonable notice of the time and place ef any public sale of the Personal
Property or of the time aftar which any private sale or other intended disposition of the Persohal Property is to be
mada. Reasonable notice shall mean notice given at least ten (10) days before tha time of the sale or disposition.
Any sale of the Parsonal Property may be made in conjunction with any sale of the Reel Property

Sale of the Property. To the axtent permitted by applicable law, Grantor hereby waives &hy .angd aﬂ rights to have
the Property marshalled. In exercising its rights and remedies, the Trustee or Lander shall be. free to sell all or any
part of the Property together or separately, in one sale or by separate sales. Lender shaH be entitled te bld at any
public sale on all or any portion of the Property.

Attorneys’ Fees; Expenses. If Lender institutes any suit or action to enforce any of tho terms ef thls Deed of
Trust, Lender shall be entitled to recover such sum as the court may adjudge reasonable as attorneys'.fees at trial
and upon any appeal. Whether or not any court action is involved, and to the extent not prohibited by faw, 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 shall bacome a part of the Indebtedness payable on demand and, shall’ baar
interest at the Note rate from the date of the expenditure until repaid. Expenses covered by this paragraph include;
without limitation, however subject to any limits under applicable law, Lender's attorneys' fees and Lender’s lagal :
expanses, whether or not there is a lawsuit, including attornays' fees and expenses for bankruptcy proceedings
{including efforts to modify or vacate any automatic stay or injunction), appeals, and any anticipated post-judgmient
collection services, the cost of searching records, obtaining title reports lincluding foraclosure reports), Surveyars’'
reports, and appraisal fees, title insurance, and fees for the Trustes, to the extent permitted by applncable Iaw
Grantor also will pay any court costs, in addition to all other sums provided by law. ;

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as set forth in this section.
POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obligations of Trustee

{pursuant to Lender’s instructions} are part of this Deed of Trust:
20740
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Powers of Trustes. In addition to all powers of Trustee arising as a matter of law, Trustee shall have the power to
‘take the following actions with respect to the Property upon the written request of Lender and Grantor: {a} join in
préparing and flllng a map or plat of the Real Property, including the dedication of streets or other rrghts to the
public;” (b} join in.granting any easement or creating any restriction on the Real Property; and {¢) join in any
subordiriation’ or othar agresment affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Ohltgatmns to Noﬂfy Trustaa shall not he oblrgated 1o notify any other party of a pending sale under any other
trust deed or lien, or'of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless
required by applicable, law, or unless the action or proceeding is brought by Trustee.

Trustee. Trustee shall'meat all qualifications required for Trustes under applicable law. In addition to the rights
and remedies set forth above, with respect to &ll or any part of the Property, the Trustee shall have the right to
foreclose by noticé and_sale; and Lender shall have the right to foreclose by judicial foreclosure, In either case in
agcordance with and to the full extent provided by applicable law.

Successor Trustee. Lender, at'Lender's option, may from time to time appoint @ succassor Trustee to any Trustee
appointed under this Deéd of Trust by an instrument executed and acknowledged by Lender and recorded in the
office of the recorder of- SKAGIT County, State of Washington. The instrument shall contain, in addition to all
other matters required. by state: &, the names of the ongma! Lander, Trustee, and Grantor, the book and page or
the Auditor’s File Number where this' Deed of Trust is recorded, and the name and address of the successor
trustee, and the instrument shall be executed and acknowledged by Lender or its successors in interest. The
successor trustee, without conveyance of the Property, shall succeed to all the title, power, and duties conferred
upon the Trustee in this Deéd.of Trust-and by applicable law. This procedure for substitution of Trustee shall
govern to the exclusion of all.other provisions for substitution.

NOTICES. Subject to applicabla law, and except for notice required or allowed by law to be given in another manner,
any notice required to be gwen undar_this Dead-of Trust, in¢luding without limitation any notice of dafault and any
notice of sale shall be given in writing, and shall be effective when actually delivered, when actually received by
telefacsimile {unless otherwise required by law), whan deposited with a nationally recognized overnight courier, or, if
mailed, when deposited in the United States mail; as first class, cartified or registered mail postage prepaid, directed to
the addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien which has priority over this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of Trust. Any party may change its’address ‘for notices under this Deed of Trust by giving forma! written
notice to the other parties, specifying that the pirpose of the notice is to change the party's address. For notice
purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address. Subject to applicable law,
and except for notice required or allowed by law:1o'be given in another manner, if there is more then one Grantor, any
notice given by Lender to any Grantor is deemed t6 ba notice given to all Grantors.

MISCELLANEOUS PROVISIONS, The following miscallaneous provusrons are g part of this Deed of Trust:

Amendments. This Deed of Trust, together with any Helated Documents, constitutes the entire understanding and
agreement of the parties as to the matters set forth in.this-Deed:of Trust. No alteration of or amendment to this
Deed of Trust shall be effective unless given in wntlng and s:gned by the party or parties sought to be charged or
bound by the alteration or amendment.

Annual Reports. If the Property is used for purposes other than Grentor's residence, Grantor shall furnish to
Lender, upon request, a certified statement of net operating incore 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 cohnacticn with"the operation of the Property.

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

Merger. There shall be no merger of the intarest or estate created bv this Deacl of ‘Trust with any other interest or
estata in the Property at any time held by or for the benefit of Lender in anv capacny. without the written consent
of Lender.

Choice of Venue. If there is a lawsuit, Grantor agrees upon Lender's request (o} 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 rrghts under thls Deed of Trust unless such
waiver is given in writing and signed by Lander. No delay or omission on the part of Lender in exerciging any right
shall operate as a waiver of such right or any other right. A walver by Lender of a provision-of this Deed of Trust
shall not prejudice or constitute a waiver of Lender's right otherwise to demand strigt cempliance 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 Graritor's obligations
as to any future transactions. Whenever the consent of Lender is required under this Deed ‘of Trust, the granting
of such consent by Lender in any instance shall 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, ‘discretieri'of Lender.

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to'be illegal,: ‘invalid, or
unenforceabla as to any circumstance, that finding shall not make the offending provision” illégel; invalid, or
unenforceable as to any other circumstance. If feasible, the offending provnsuon shall he ¢onsiderad madified so
that it becomes legal, valid and enforceable. If the offending provision cannot be so: nodified;” it-shall be
considered deleted from this Deed of Trust. Unless otherwise required by law, the lllegality, invalidity; or
unenforceability of any provision of this Deed of Trust shall not affect the legality, validity or enforceabﬂlty of anv
other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor L) mterest, K
this Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and’ ‘assigns,
ownership of the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors 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 Indabtedness :

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.

RABMDIRAR
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DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Deed of
Trust. " Unless’ speclflcallv stated-to the contrary, all references to dollar amounts shall mean amounts in lawful money
of the Unitsd States of America. Words and terms used in the singular shall include the plural, and the plural shall
include the. snngular as'the context may require. Words and terms not otherwise defined in this Dead of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code:

Beneﬁclarv. The word 'Ben-flclary means WHIDBEY ISLAND BANK, and its successors and assigns,

Borrowsr. The-word “Borrower" means CHALLENGE INVESTMENTS [, LLC and includes all co-signers and
co-makers signing the Note, and all their successors and assigns.

Deed of Trust.. The words"'Dead of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes wnhout Ilmntatlon ‘all agsignment and security interest provisions relating to the Personal Property and
Rents.

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

Event of Default. The: wgrds "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: CHALLENGE INVESTMENTS |, LLC.

Guarantor. The word "Guarantor means any guarantor, surety, or accommaodation party of any or all of the
Indebtedness. O

Guaranty. The word "Gua'ran_w" mé'ans’"fhe 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,
mobile homes affixed on the Real Pmperty, faclhtles additions, replacements and other construction on the Real
Property. : E

Indebtedness. The word 'Indabtedness “means all-principal, interest, and other amounts, costs and expenses
payable under the Note or Related Docpments, together with all renewals of, extensions of, modifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts expended or advanced by
Lender to discharge Grantor's obligations of 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.

Laender. The word "Lender™ means WHEDBEY_ iSLAND BANK, its succassors and assigns.

Note. The word "Note" means the promissory-note dated March 25, 2014, in the original principal amount
of $555,000.00 from Grantor to Lender, together with &ll renowals of, extensions of, modifications of,
refinancings of, consclidations of, and substitutions for thg -pr__qmissqrv note or agreement,

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;
together with all accessions, parts, and additions to,all. replacémants of, and gll substitutions for, any of such
property; and together with alt issues and profits thereon and proceeds (including without limitation all insurance
proceeds and refunds of premiums} from any sale or other-dispositien of the Property,

Property. The word "Property” means collectively the Real Properw and i’he Personal Property.

Real Property. The words "Real Property™ mean the real prcpertv. interests and rights, as further described in this
Deed of Trust.

Related Documents. The words "Related Documents™ mean alt promlssow .notes, credit agreements, loan
agresments, securltv agresmants, mortgages, deeds of trust, secuntv deeds, collateral mortgages, and all other
instruments, agraements -and documents, whether now or hersafter existlng. executed in connection with the
Indebtednass; provided, that guaranties and environmental indemnity agraements ara not "Related Documents” and
are not secured by this Deed of Trust.

" Rents. The word "Rents” means all present and future rents, revenues, mcome, |ssues, royalties, profits, and
other benefits derived from tha Property.

Trustee. The word “Trustee™ means RECONVEYANCE PROFESSIONALS, INC whose malllng address is PO BOX
5587, EVERETT, WA 98206 and any substitute or successor trustasas. ;

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST AND GRANTOR
AGREES TO ITS TERMS. .

GRANTOR:

CHALLENGE INVESTMENTS |, LLC

UNRUMARINANIE
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LIMITED LIABILITY COMPANY ACKNO . 0%
SV s ot %
AT égo'é@ <MR)y Y
STATE OF _" =N ) ] é".ﬂ :gg
> 1SS - Suly L oE
r =5 N ol S
COUNTY OF - _.;D K G_\(\ L } 2 @, PyB qprf?, OF
N ,. 2 A% '.“.5 Q
On this a\j : day of\_t '\ \H o~ \’ 20\ ' I:\\Q the undersigned
Notary Public, personallv appeared JERALD L ZAVALNEY, Mamhber of CHALLENG I MENTS 1, LLC, and

personally known to me or‘proved to me on the basis of satisfactory evidence to be 2 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. Ilmlted_ liability company, by authority of statute, its articles of organization or its
operating agreement, for the uses-and purposas therein mentioned, and on oath stated that he or she is suthorized to
exscute this Deed of Trus\d in fact executed the Deed of Trust on behalf of the limited liability company.

By ¢ ‘ = \; Residing at LNy )
Notary Public in and for the Stét#’of Lﬁ% My commission expires \ 8: k“‘\ \.’;\
LIMITED LIABILITY COMPANY ACKNOWLEDGMEN, ,,m”
STATE OF \[Q\*\ =\ Y:LSKI( ) \é“f\é'or‘\ Exoy " 0!4"’
5

f ~& <pRY
COUNTY oF = I(Q.\()\-\X ! §§§ £ o®

On this ;j day of\w""\% X C/\/_\ . 20 \

known to me or proved to me on the basis of satlsfactory ewdenca t0-be a member ¢ @ﬁdﬁ Q,&%f the limited
lisbility company that executed the Deed of Trust and acknowledged the. Deed of Trust to Héithere®¥hd voluntary act
and deed of the limited liability company, by authority of statute, its articles of organization or its operating agreement,
for the uses and purposes thergin mentloned, and on oath stated that he or she is authorized to execute this Deed of
Trust and i in fact xecuted the Deed of Trust on behalf of the, IIr‘I'II'IZBd Iiahrhtv companv

Ly Sﬂc-‘—\/ e - Raslding ‘at%\‘l P\\ r‘&\‘I(‘SW—-\
Notary Puhlu: in and for the State of\ég%\ £ ? s | Mv commlssmn expwes\ol L (_(:)

ersigned
hAS b:, personally

e W gy
LIMITED LIABILITY COMPANY ACKNOWLQQQMW?“%

$Q g\on xp{:— o ”4:‘
- ¥ ' f_'-
STATE OI;\ X'nc = 3 X(‘-frv’*\ } §§§ o“my L=
s Z@i° Fee® i8S
<« -)‘ L O IF
COUNTY OF _—/\‘J;\ hy } Z oo Pue\w 4o_. o
- A SO &
= J2-00 ‘ \ Q‘
7’ = £ N - [ \._’4 .'...‘
On this U =~ I day Of\ I N e ’// tﬁh undersigned
MNotary Public, personally appeared JERRY F SAIA, Mamber of CHALLENGE INVEST! II.IIL\‘. ..and personally

known to me or proved to me on the basis of satisfactory evidence to be a member or designated ggent 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 fability company, by authority of statute, its articles of organization:6r jts Opérating ‘agreement,
for the uses and purposes therein mentionsed, and on oath stated that he or she is authorized 1o axecutp-this Deed of
Trust and in fact executed the-Deed of Trust on behalf of the limited liability company. - ;

By 77 Yo Q- Residing at "\ \l A !.' \

MNotary Public in and for the State of { My commission expires

i
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REQUEST FOR FULL RECONVEYANCE

To: ; Trustes

The undermgned is the Iegal owner and holder of all indebtedness secured by this Deed of Trust. You are hergby
requested, upon paymant.of all sums owing to you, to reconvey without warranty, to the persons entitled thereto, the
right, title and interést now. held bv you under the Deed of Trust.

Date: Baneficiary:

By:
Its:

LASER PRO Lending, Ver. 14.1 0009 Copr. Harland Financial Solutions, Inc. 1997, 2014. Al Rignts Reserved.
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