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THIS DEED" OF TRUST, ASSIGNMENT OF RENTS AND SECURITY
AGREEMENT (herelnafter called "Deed of Trust™) is made this
nineteenth day of December, 1999, between Sunset Cove Development,
L.L.C., a Washington Limited Liability Company, whose address is
Coldwell Banker, Property-"Management Division, 120 E. George
Hopper Rd. Suite 100, :Burlington, Washington 98233, Island Title
Company (herelnafter ‘called "Trustee"); and STERLING SAVINGS
BANK, c/o Action Mortgage, 111-N: Wall, Spokane, Washington 99201
(hereinafter called "Beneficiary"),

WITNESSETH-

That Grantor does hereby lrrevocably GRANT, BARGAIN, SELL,
and CONVEY TO TRUSTEE IN TRUST, WITH POWER OF SALE, that property
in the County of Skagit, State of Washlngton, descrlbed in Exhibit
"A" attached hereto and by this reéference. incorporated herein,
which is herein collectively called the "Property."

TOGETHER WITH all right, title and-interest of Grantor in and
to all contract rights, chattel paper, rents;, general intangibles
and all accounts now in existence or hereafter acquired which
arise out of the operation of the Property, including, but not
limited to, all monies due and tc beccme dize thereunder and all
guaranties and security for the payment of monies due and to
become due thereunder; S

TOGETHER WITH all rents, issues, profits, royalties, income
and other benefits derived from the Property {(collectively :called
"rents"), subject to the right, power and authorlty herelnafter
given to Grantor tec collect and apply such rents; R

TOGETHER WITE all leasehold estate, right, title and 1nterest
of Grantor in and to all leases or subleases covering the“Property

or any portion thereof now or hereafter existing or entered- into; .-

and all right, title and interest of Grantor thereunde;p




;ginéluding, without limitation, all cash or security deposits,

'”ﬂ”advance rentals, and deposits or payments of similar nature;

S ~TOGETHER WITH all right, title and interest of Grantor in and
to“all -options to purchase or lease the Property or any portion
thereof "or interest therein, and any greater estate 1in the
Property owned or hereafter acquired;

 TOGEfHER“WITH all interests, estate or other claims, both in
law and in equity, which Grantor now has or may hereafter acquire
in the Property; -

TOGETEER ‘WITH. all easements, rights-of-way and rights used in
connection therewith or as a means of access thereto, and all
tenements, hereditaments and appurtenances thereof and thereto,
and all water rights and shares of stock evidencing the same;

TOGETHER WITH all ‘right, title and interest of Grantor, now
owned or hereafter acquired, in and to any land lying within the
right-of-way of any street, open or proposed, adjoining the
Property; and any and.all sidewalks, alleys, and strips and gores
of land adjacent to or-used inm connection with the Property;

TOGETHER WITH any and all buildings and improvements now or
hereafter erected thereon; . “including, but not limited to, the
fixtures, attachments, appliances, equipment, machinery and other
articles attached to said - buildings and improvements {the
"Improvements") ; B A

TOGETHER WITH all the estate, interest, right, title, other
claim or demand, including claims- or demands with respect to the
proceeds of insurance in effect with-  respect thereto, which
Grantcr now has or may hereafter acquire in’ the Property, and any
and all awards made for the taking by. eminent domain or by any
proceeding or purchase in lieu thereof of the whole or any part of
the Trust Estate, including, without limitation, any awards
resulting from a change c¢f grade of streets  and awards for
severance damages. K P

The entire estate, property, and interest hérebyfc0nveyed to
Trustee may hereafter be referred to as the "Trust.Estate.”

FOR THE PURPCSE OF SECURING:

1. Payment of indebtedness in the total principal-amount of
Five Million Dollars($5,000,000.00) with interests thereon,
together with all costs and fees, including reasonable attorneys'
fees, incurred by Beneficiary in enforcing the obligatiséns of the
Promissory Note, evidenced by that certain Promissory Note of even

date herewith (the "Note"), executed by Grantor, which has been .-

delivered to, and is payable to, the order of Beneficiary and
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_ ,wﬁhfch, by this reference, is made a part hereof, and any and all
.~ modifications, extensions and renewals thereof.

24" Payment of all sums which may become due from Grantor or
advances by Beneficiary or its successor, with interest thereon at
the Promlssory Note rate, which include but are not limited to,
fire ‘and other hazard insurance and taxes upon the real property
herein described, according to the terms of this Deed of Trust:
payment.. by ‘the. Grantor of all attorneys' fees and costs incurred
by the Trustee or Beneficiary in foreclosing this Deed of Trust or
realizing upon any of the collateral for the obligations which
this Deed of Trust secures; payment by Grantor of all attorneys'
fees and costs incurred by Trustee or Beneficiary in defending the
priority or- valldlty of this Deed of Trust or the title to the
Property; payment_by Grantor of all sums advanced by Beneficiary
tc or on behalf Grantor for the purpose of clearing
encumbrances or defects ‘from the title to the Property described
in this Deed of Trust where Benef1c1ary, in good faith, believes
such encumbrances to be superior to-the lien of the Deed of Trust,
including, without ZIimitation, payment of ad valorem taxes and
mechanics' or materialmen's liens which may have gained prlorlty
over the lien of costs lncurred by Trustee or Beneficiary in any
bankruptcy proceedings or “any- reorganization or arrangement
proceeding under the Bankruptey.Act affecting Grantor, this Deed
of Trust, or the covenant <~ of Grantor herein contained or
incorporated herein by reference and payment of all other sums
advanced by Beneficiary to protect the Trust Estate, with interest
thereon at the Promissory Note rate,

3. Payment of all other sums, with interest thereon, which
may hereafter be loaned to Grantor, "its successors, or assigns, by
Beneficiary, when evidenced by a prdmisSory note or notes reciting
that they are secured by this Deed of Trust. .

This Deed of Trust, the Note, an any othér instrument given
to evidence or further secure the payment rand performance of any
obligation secured hereby may hereafter be referred to as the
"Loan Instruments. -

TO PROTECT THE SECURITY OF THIS DEED OF TRUST GRANTOR HEREBY
COVENANTS AND AGREES AS FOLLOWS:

ARTICLE I
COVENANTS AND AGREEMENTS OF GRANTOR

Grantor hereby covenants and agrees:

1.01 Warranties of Title and Authority. Grantor_'hereby
represents and warrants that it is lawfully seized - an

indefeasible fee title to the Property; that it has the authorlty_u
and right to execute and deliver this Deed of Trust; that it shall
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.wdefend the title to the Property against all claims and demands

" “whatsoever; that the Property is free and clear of any and all

.liens, claims, encumbrances, restrictions, encroachments, and

“.interest whatsoever in favor of any third party except as may be

described in Exhibit "A" attached hereto; and that any and all
obligatlons it may have incurred in connection with the Property
are; current and without default. In the event any Grantor
hereunder is a partnership or a corporation, each person executing
this “. 1nstrument on Dbehalf o¢f such entity individually and
personally represents and warrants that this Deed of Trust and
each other " instrument signed in the name of such entity and
delivered to evrdence or further secure the obligations secured
hereby is, in all ‘respects, binding upon such entity as an act and
obligation of said partnership or corporation.

1.02 Payment'pf_Secured Obligations. Tc pay when due the
principal of, and the interest on, the indebtedness evidenced by
the Note; charges, fees, and all cther sums as provided in the
Loan Instruments;: and the principal of, and interest on, any
future advances secured by this Deed of Trust

1.03 Maintenance,~ Repair, Alterations. To keep the Trust
Estate in good condition :and repair; not to remove, demolish, or
substantially alter (except such-alterations as may be required by
laws, ordinances, or regulations} any of the Improvements; to
complete promptly and in- a good and workmanlike manner any
building or other improvement which may be constructed on the
Property and promptly restore “in like manner any Improvement which
may be damaged or destroyed thereon; to pay when due all claims
for labor performed and materials furnished therefor; to comply
with all laws, ordinances, regulations, ‘covenants, conditions, and
restrictions now or hereafter affecting-the Trust Estate or any
part thereof or requiring any alteraticns or improvements; not to
commit or permit any waste or deterioration of the Trust Estate;
to keep and maintain abutting grounds,- sidéwalks, roads, parking
and landscape areas in good and neat order and repair; to comply
with the provisicns of any Lease; not to commit, suffer, nor
permit any act to be done in or upon the Trust Estate in Violation
of any law, ordinance, or regulation.

1.04 Required Insurance. At all times to'provide} maintain,
and keep in force, or cause to be provided, malntained “and kept
in force, the following policies of insurance: . : .

a. General liability insurance (in connection- with
which Beneficiary is to be named insured) against claims ~for
bodily injury or death or for damage or injury to property
occurring upon, in or about the Property, in such-: amount as
may be reasonably required by Beneficiary but in na event

less than One Million Dollars ($1,000,000.00) for bodily .-

injury for one person for each occurrence and One Million
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. Dollars ($1,000,000.009 fer property damage for each
. occurrence. Such insurance shall be in form satisfactory to

"/ Beneficiary and provide that it may not be canceled without
~ten (10) days' prior notice to Beneficiary;

. tfb. Such other insurance and in such amounts as may,
;.from time to time, be required by Beneficiary against the
V_same or other hazards; and

=“ci All policies of insurance reguired by the terms of
this Deed of Trust shall contain an endorsement or agreement
by the insurer that any loss shall be payable in accordance
with the wterms of such policy notwithstanding any act or
negligeﬁce.fof Grantor which might otherwise result in
forfeiture of said insurance and the further agreement of the
insurer wa1v1ng all rights of set-off, counterclaim, or
deductions” agalnst_Grantor.

1.05 Delivery of Policies; Payment of Premiums. That all
policies of insurance shall be issued by companies and in amounts
in each company satisfactery. to Beneficiary. 2ll policies of

insurance shall have attached thereto a lender's loss payable
endorsement for the benefit ¢of Beneficiary in form satisfactory to
Beneficiary. Grantcr shall furmish Beneflclary with an original
policy of all policies of. requlred insurance. If Beneficiary
consents to Grantor prov1d;ng any of the required insurance
through blanket policies carried by Grantor and covering more than
one {l1) location, then Grantor shall'furnish Beneficiary with a
certificate of insurance for each .such: -policy setting forth the
coverage, the limits of liability, the name of the carrier, the
pelicy number, and the expiration'date, ”At least thirty (30) days
prior to the expiration of each such policy, Grantor shall furnish
Beneficiary with evidence satlsfactory to . Beneficiary of the
payment of premium and the re-issuance of a policy continuing
insurance in force as required by this. Deed ¢f Trust. All such
policies shall contain a provision that such-policies will not be
canceled or materially amended, which term shall include any
reduction in the scope or limits of coverage without at least
thirty (30) days' prior written notice to Beneficiary. In the
event Grantor fails to provide, maintain, keep in. force, or
deliver and furnish to Beneficiary the policies ..0f- insurance
required by this section, Beneficlary may procure such -insurance
or single-interest insurance for such risks covering RBereficiary's
interest, and Grantor will pay all premiums thereoﬁ'promptly upocn
demand by Beneficiary and, until such payment is made- by .Grantor,
the amount of all such premiums, together with interest.- thereon at
the Note rate, shall be secured by this Deed of Trust: . At the
request of the Beneficiary, Beneficiary may require Grantor to
deposit with Beneficiary in monthly installments, an amount equal

te one-twelfth (1/12) of the estimated aggregate annual irsurance .-

premiums on all policies of insurance required by this Deed: of
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_ ,fTrﬁst- In such event, Grantor further agrees, upon Beneficiary's
.~“request, to cause all bills, statements, or other documents
‘relating to the foregoing insurance premiums to be sent or mailed

U~drrectly to Beneficiary. Upon receipt of such bills, statements,

or” other documents and providing Grantor has deposited sufficient
funds wrth Beneficiary pursuant to this Section 1.05, Beneficiary
shall pay. such amounts as may be due thereunder cut of the funds
so deposited with Beneficiary. 1If at any time and for any reason
the “funds . déposited with such Beneficiary are or will be
insufficient to. pay such amounts as- may then or subseguently be

due, Benefrcrary shall notify Grantor and Grantor shall
1mmed1ately depogit an amount equal to such deficiency with
Beneficiary.~ - Notwithstanding the foregoing, nothing contained

herein shall’ cause ~Beneficiary to be deemed a trustee of said
funds or to be obllgated to pay any amounts in excess of the
amount of funds deposited with Beneficiary pursuant to this
Section 1.05. Beneflcrary may commingle said reserve with its own
funds and Grantor: shall be entltled to no interest thereon.

1.06 Assrgnment of Polrcres Upon Foreclosure. In the event
of foreclosure of this. Deed-of Trust or other transfer of title or
assignment of the Trust Estate in extinguishment, in whole or in
part, of the debt secured ‘hereby, all right, title, and interest
of Grantor in and to all policies of insurance required by Section
1.04 shall inure to the beéenefit of and pass to the successor in
interest to grantor oxr the- purchaser or grantee of the Trust
Estate. - :

1.07 Indemnification; SubrogatidnfhWaiver of Offset.

a. If Benefrcrary 1s'made ‘a ~-party defendant toc any
litigation concerning this Deed of .Trust or the Trust Estate
or any part thereof or interest . thereln, or the occupancy
thereof by Grantor, then Grantor shall indemnify, defend, and
hold Beneficiary harmless from all liability by reason of
said litigation, including reasonable “attorneys' fees and
expenses incurred by Beneficiary in :any - such litigation,
whether or not any such litigation is presecuted to judgment.

If Beneficiary commences an action " against Grantor to
enforce any of the terms hereof or because of the breach by
Grantor of any of the terms hereof or for the recovery of any
sum secured hereby, Grantor shall pay. to - Beneficiary
reasonable attorneys' fees and expenses, and sychH fees and
expenses shall be deemed to have accrued on the’ commencement
of such action, and shall be enforceable whether-&r .not such
action is prosecuted to judgment. If Grantor Breaches” ANy
term of this Deed of Trust, Beneficiary may employ" an
attorney or attorneys to protect its rights hereunder and, in
the event of such employment following any breach by Grantor,

Grantor shall pay Beneficiary reasonable attorneys' fees- and_m

expenses Incurred by Beneficiary, whether or not an action 18
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',_actually commenced against Grantor by reason of such breach.

b. Grantor waives any and all right to c¢laim or

~recover against Beneficiary, its officers, employees, agents,

.~ and..representatives, for loss of or damage to Grantor, the
~Trust" Estate, Grantor's property, or the property of others
: under  Grantor's control from any cause insured against or
V_requlred to be insured against by the provisions of this Deed
of.. Trust

S Cun All sums payable by Grantor hereunder shall be paid
without notlce, demand, counterclaim, set-off, deduction, or
defense ~and.: without abatement, suspension, deferment,
diminution,. or -reduction; and the okligations and liabilities
of Grantor hereunder shall in no way be released, discharged,
or otherwise affected (except as expressly provided herein)

by reason "of (i) any damage to or destruction of or any
condemnation: or similar taking of the Trust Estate or any
part thereof; -(11)"any restriction or prevention of or
interference with- any use of the Trust Estate or any part
therecf; (iii) *.any.-title defect or encumbrance or any

eviction from the Property or the Improvements or any part
thereof by title paramount or otherwise; (iv) any bankruptcy,
insolvency, reorganization, composition, adjustment,

dissolution, liquidation,” or other like proceeding relating
to Beneficiary, or any-action taken with respect to this Deed
of Trust by any trustee 'or receiver of Beneficiary, or by any
court, in any such proceedlng,_(v) any claim which Grantor
has or might have against Beneéficiary; (vi) any default or
failure on the part of Beneficiary to perform or comply with
any of the terms hereof ox of any. other agreement with
Grantor; or (vii) any other occurxrénce whatsoever, whether
similar or dissimilar notice ozr. knowledge of any of the

foregoing. Except as expressly. provided herein, Grantor
waives all rights now or hereafter coénférred by statute or
otherwise to any abatement, suspension, deferment,

diminution, or reducticn of any sum secured hereby and
payable by Grantor. S T

1.08 Taxes and Impositions.

a. Grantor agrees to pay or cause to’ be pald “at least
ten (10) days prior to delinquency, all real. property taxes
and assessments, general and special, and all other taxes and
assessments of any kind or nature whatsoever, -intluding,
without limitation  nongovernmental levies ©r . ‘charges
resulting from covenants, conditions, and restrlctlons
affecting the Trust Estate, which assessed or impdsed upon
the Trust Estate or become due and payable, and which create;

may create, or appear to create a lien upon the Trust Estate .-

or any part thereof or upon any Personal Property, equlpment'
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or other facility used in the operation or maintenance

~therecf (all of which taxes, assessments, and other
77 governmental charges of like nature are hereinafter referred
~to as "Impositions"); provided, however, that if, by law, any
-~ such Imposition is payable or may, at the option of the
~taxpayer, be paid in installments, Grantor may pay or cause

© Lo be paid the same, together with any accrued interest on

. the. unpald balance of such Imposition, in installments as the
“same’ become due; and before any fine, penalty, interest, or
cost’ may" be added thereto for: the nonpayment of any such
1nstallment and interest.

b." If at any time after the date hereof, there shall
be assessed or- “imposed (i) a tax or assessment on the Trust
Estate in lieuof or in addition to the Impositions payable
by Grantor pursuant to subparagraph a. hereof; or (ii) a
license fee,-tax,*or assessment imposed on Beneficiary and
measured by or based in whole or in part upon the amount of
the outstandlng obllgatlons secured hereby, then all such
taxXes, assessménts, . or fees shall be deemed to be included
within the term' "Impositions" as defined in subparagraph a.
hereof; and Grantor shall pay and discharge or cause to be
paid and discharged the same as herein provided with respect
to the payment of . Impositions or, at the option of
Beneficiary, all obllgatlons secured hereby, together with
all accrued interest thereon, shall immediately become due
and payable. Anything to the contrary herein
notwithstanding, Grantor “shall have no obligation to pay any
franchise, estate, inheritance; income, excess profits, or
similar tax levied on Beneflclary or on the obligations
secured hereby. : =

c. Subject to the provisions of subparagraph d. of
this Section 1.08, Grantor cdovenants to  furnish to
Beneficiary, within forty-five (45). days &dfter the date upon
which any such Imposition is due and: payable by Grantor,
official receipts of the appropriate taxing authority or
other proof satisfactory to Beneflc;ary ‘evidencing the
vayments thersof. o

d. Grantor shall have the rlght before any
delinguency occurs, to contest or object “to- the amount or
validity of any such Imposition by appropriate. legal
proceedings, but this shall not be deemed or censtrued in any
way as relieving, modifying, or extending Grantor's.covenant
to pay or cause to be paid any such Impcsition Jat the time
and In the manner provided in this Section 1.08,- unless
Grantor has given prior written notice to Benef1C1ary of
Grantor's intent te¢ so contest or cbject to an Imp081tlon,

and unless, at Beneficiary's sole option, (i) Grantor.- shall_¢

demonstrate to Beneficiary's satisfaction that the legal’
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proceedings shall conclusively operate tec prevent the sale of

. “the Trust Estate or any part thereof to satisfy such

.:e'lmp051tlon prior to final determination of such Proceedings;

wor (ii) Grantor shall furnish a good and sufficient bond or

.~ surety as requested by and satisfactory to Beneficiary; or

2 (iii)- Grantor shall have provided a good and sufficient

; undertaking as may be required or permitted by law to
V_accomplish a stay of such proceedings.

- “At the regquest of the-Beneficiary, Beneficiary may
require ~Grantor to pay to Beneficiary, on the day monthly
installmerits "of principal and interest are payable under the
Note and untll the Note is paid in full, an amount equal to
one-twelfth, (17/12) of the annual Imp051tlons reasonably
estimated by ‘Beneficiary to pay the installment of taxes next
due on the -Trust Estate. In such event, Grantor further
agrees to cause all bills, statements, or other documents
relating to: Imp051tlons to be sent or mailed directly to
Beneficiary. ‘Upon.” receipt wof such bills, statements, or
other documenits - and providing Grantor has deposited
sufficient funds.with-Beneficiary pursuant to this Section
1.08, Beneflclary shall’ pay such amounts as may be due
thereunder out of the  funds so deposited with Beneficiary.
If, at any time and for any” reason, the funds deposited with
Beneflclary are or will be insufficient to pay such amounts
as may then or subsequently be due, Beneficiary shall notify
Grantor and Grantor shall. immediately deposit an amount equal
to such deficiency with Beneficiary. Notwithstanding the
foregoing, nothing contained- heérein shall cause Beneficiary
to be deemed a trustee of said funds or to be obligated to
pay any amounts in excess of the 'amount of funds deposited
with Beneficiary pursuant to this ‘Section 1.08. Beneficiary
shall not be obliged to pay or allow any: interest on any sums
helid by Beneficiary pending dlsbursement or application
hereunder, and Beneficiary may impound .or ‘reserve for future
payment of Impositions such portion .of such payments as
Beneficiary may in its absolute discretion deem proper,
applying the balance on the principal of or.interest on the
obligaticns secured hereby. Should Grantor .fail to deposit
with Beneficiary (exclusive of that portion’ of | 5did payments
which has been applied by Beneficiary on the. prlnc1pal of or
interest on the indebtedness secured by the" Loan Instruments)
sums sufficient to fully pay such Impositions at-least thirty
(30) days before delinquency thereof, Beneficiary .may, at
Beneficiary's electicon, but without any obligation-so to do,
advance any amounts required to make up the deficiency} ‘which
advances, 1if any, shall be secured hereby and. 'shall" be
repayable tc Beneficiary as herein elsewhere prov1ded or, at
the option of Beneficiary, the latter may, without making.- any

advance whatever, apply any sums held by it upgon Cany o

obligation of the Grantor secured hereby. Should any default
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. occur or exist on the part of the Grantor in the payment or
- ‘performance of any of Grantor's and/oxr any guarantor's
¢/ obligations under the terms of the Loan Instruments,
~Beneficiary may, at any time at Beneficiary's option, apply
i-any sums or amounts in its hands received pursuant hereto, or
~ag rents or income of the Trust Estate or otherwise, upon any
¢ ‘indebtedness or obligation of the Grantor secured hereby in
3_such manner and oxrder as Beneficiary may elect. The receipt,
‘use or . application of any such sums paid by Grantor to
Beneflclary hereunder shall not be construed to affect the
maturity of-any indebtedness secured by this Deed of Trust or
any of the. rights or powers of Beneficiary or Grantor under
the terms. of.the Loan Instruments or any of the cobligations
of Grantor and/or any guarantor under this Loan Instrument.

T. Grantor covenants and agrees not to suffer, permit,
or initiate ;the joint assessment of the real and personal
property, or: any other procedure whereby the lien of the real
property taxes-and -the lien &f the personal property taxes
shall be assessed, levred or charged to the Trust Estate as a
single lien. .

g. If requested*by Beneficiary, Grantor shall cause to
be furnished to Beneficiary'a tax reporting service covering
the Trust Estate of “the -type, duration and with a company
satisfactory to Beneficiary.

1.09 Utilities. To pay or cause to be paid when due all
utility charges which are incurred.by ‘Grantor for the benefit of
the Trust Estate or which may become a charge or lien against the
Trust Estate for gas, electrlclty, water or sewer services
furnished to the Trust Estate and all ether assessments or charges
of a similar nature, whether public ‘ox prlvate, affecting the
Trust Estate or any porticn thereof, whether or not such taxes,
assessments or charges are liens thereon..

1.10 Ground Leases. To pay when due all .rents and other
payments and perform all covenants and agreements contained in any
lease, sublease or ground lease which may constitute a portion of
or an interest in the Trust Estate; not surrender, assign or
sublease any such lease, sublease or ground lease,unor take any
action which would effect or permit the termination- ot any such
lease, sublease or ground lease. If reguested. by ‘Beneficiary
Grantor covenants to furnish to Beneficiary within’ thirty (30)
days after the date upon which such rents or other: ‘payments, are
due and payable by Grantor, receipts or other- evrdence
satisfactory to Beneficiary evidencing the payment thereof

1.11 Actions Affecting Trust Estate. To appear 1n and

contest any action or proceeding purporting to affect the securlty_m

hereof or the rights or powers of Beneficiary or Trustee; and: to"
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_wpay.all costs and expenses,~including cost of evidence of title

R | attorneys' fees, in any such action or proceeding in which

.Benef1c1ary or Trustee may appear.

1 12 Actions by Trustee and/or Beneficiary to Preserve Trust
Estate. ~That should Grantor fail to make or cause to be made any
payment or;to do or cause to be done any act as and in the manner
provided .’ i any of the Loan Instruments, Beneficiary and/or
Trusteg,. each in its own discretion, without obligation so tc do
and w1thout ‘notice to or demand upon Grantor and without relea81ng
Grantor: from- any obligation, may make or do the same in such
manner and to such extent as either may deem necessary to protect
the security heéereof. In connection therewith (without limiting
their general powers) Beneficiary and/or Trustee shall have and
are hereby glven £he right, but not the obligation, (i) to enter
upon and take. possess;on of the Trust Estate; {(1i) tc make
additions, alteratlons, repairs and improvements to the Trust
Estate which they or either of them may consider necessary or
proper to keep the. Trust -Estate -in good condition and repair:
(iii) to appear and -participate in any action or proceeding
affecting or which may.affect ‘the security hereof or the rights or
powers of Benef1c1ary or Trustee; (iv) to pay, purchase, contest
or compromise any encumbrance, claim, charge, lien or debt which
in the judgment of either may affect or appears to affect the
security of this Deed of TrUst or be prior or superior hereto; and
(v) in exercising such powers, to pay necessary expenses,
including employment of counsel or other necessary or desirable
consultants. Grantor shall, 1mmedlately upon demand therefor by
Beneficiary, pay all costs and expense- incurred by Beneficiary in
connection with the exercise by Benefrcrary of the foregoing
rights, including without limitation costs of evidence of title,
court costs, appraisals, surveys and attorneys fees.

1.13 Additional Security. That 1n the ' event Beneficiary at
any time holds additional security fer any of the obligations
secured hereby, it may enforce the sale thereof or otherwise
realize upon the same, at 1its option, either Dbefore or
concurrently herewith or after & sale is made hereunder.

1.14 Appointment of Successor Trustee. That in.-the event of
dissolution or resignation of the Trustee, the Beneéficiary may
substitute a trustee or trustees to execute “the trust hereby
created, and when such substitution has been filed for record in
the office of the Recorder of the County in which the Trust ‘Estate
is located, it shall be conclusive evidence of the appointment of
such trustee or trustees, and such new trustee or trustees ‘shall
succeed to all of the powers and duties of the trustee or trustees
named herein. : o : -

1.15 Successors and Assigns. That this Deed of Trust’ applles__
to, inures to the benefit of and binds all parties hereto, thelr
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.whei:s, legatees, devisees, administrators, executors, successors

"”ﬁand_assigns. The term "Beneficiary" shall mean the owner and

‘helder of the Note, whether or not named as Beneficiary herein.

“oIn  this Deed of Trust, whenever the context so requires, the

masculine gender includes the feminine and/or neuter, and the
51ngular number includes the plural.

1 16" Inspectlons That Beneficiary, or 1ts agents,
representatlves or workmen, are authorized to enter at any
reasonable, time. upon or in any part of the Trust Estate for the
purpose oL 1nspectlng the same and for the purpose of performing
any of the acts it.is authorized to perform under the terms of any
of the Loan. Instruments

1.17 Llens To pay and promptly discharge or cause to be
paid and dlscharged at Grantor's cost and expense, all liens
encumbrances and - charges upcn the Trust Estate, or any part
thereof or 1nterest therein which have priority over this Deed of
Trust; provided that the existence- of any mechanic's, laborer' s,
materialman's, suppliér's or vendor's lien or right thereto shall
not constitute a violation-of. this section if payment is not yet
due under the contract-which is the foundation thereof and if such
contract does not postpone: payment for more than fifty-five (55)
days after the performance therecf. Grantor shall have the right
to contest in good faith’ the wvalidity of any such lien,
encumbrance ¢r charge, prov1ded Grantor shall first deposit with
Benef1c1ary a bond or other securlty satisfactory to Beneficiary
in such amounts as Beneficiary shall reasonably require, but not
more than one and one-half (150%).0f the amount of the claim, and
provided further that Grantor shall thereafter diligently proceed
to cause such lien, encumbrance -or- charge to be removed and
discharged. If Grantor shall fail to .discharge any such lien,
encumbrance or charge, then, in addltlon to any other right or
remedy of Beneficiary, Beneficiary may, - butshall not be obligated
to, discharge the same, either by paying theé amount claimed to be
due, or by procuring the discharge of such lien. by dep031t1ng in
court a bond or the amount claimed or otherw1se glVlng security
for such claim, or in such manner as is or may be ~prescribed by
law. .

1.18 Trustee's Powers. At any time, or from time to time,
without liability therefor and without notice, upon written
request of Beneficiary and presentation of this Deed of Trust and
the Note secured hereby for endorsement, and without affécting the
personal liability of any person for payment of the. lndebtedness
secured hereby or the effect of this Deed of Trust- upor- “the
remainder of said Trust Estate, Trustee may (i) reconvey’ any. part
of said Trust Estate; (ii) consent in writing to the maklng of any
map or plat thereof; (iii) join in granting any easement ‘thereon;
or (iv) jein in any extension agreement or any ag:eement_m
subordinating the lien or charge hereof. A
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©1.19 Beneficiary's Powers. Without affecting the liability

_of, 'any other person liable for the payment of any obligation
u~here1n mentioned, and without affecting the lien or charge of this

Deéd- of-.Trust upon any portion of the Property not then or
theretofore released as security for the full amount of all unpaid
obllgatlons, Beneficiary may, from time to time at the request of
any - one - of the Grantors, or their successors or assigns and
without..notice. (i) release any person so liable; (ii) extend the
maturity-or- alter any of the terms of any such obligation; (iii)
grant other- 1ndulgences, (iv) release or reconvey, or cause to be
released or reconveyed at any time at Beneficiary's option any
parcel or portion.of the Trust Estate so long as the release or
reconveyance does not materially affect the security value of the
Trust Estate; (v)“take or release any other or additional security
for any obllgatlon herein mentioned; or (vi) make compositions or
other arrangements with debtors in relation thereto. By accepting
payment of any obllgatlon herein menticned after its due date,
Beneficiary does not waive its right either to require prompt
payment when due of all -other obligations herein mentioned or to
declare default for failure so. to pay.

1.20 Financial Statements. -Grantor will keep full, complete
and correct books of account feflecting transactions relatlng to
the Property and at any ahnd’ all times permit the Beneficiary by
its agents or attorneys to ‘examine all of his books of accounts,
records, reports and cther papers relating to the Property, and to
take copies and extracts therefrom and. to examine the Property.
Grantor wiil furnish to Beneflc1ary as. soon as available, and in
any event within ninety (90) days after the end of each fiscal
year of Grantor, certified as correct by Grantor or the Property
manager, copies of operatlng statements. show1ng the gross income
(itemized as to minimum and percentage rent and other sources)

during the preceding fiscal year recelved from the operations of

the Property and the expenses of malntarnlng the Property
(itemized including depreciation charges) .during the preceding

fiscal year. Concurrently with the furnishing: of the aforesaid
financial statements, Grantor will deliver. to the "Beneficiary a
statement of income of Grantor for such “fiscal vyear. Such

operating statements and statements of income shall be ‘accompanied
by the certificate or opinion of an independent. certlfled public
accountant or firm selected by Grantor subject -to- approval by
Beneficiary, which approval shall not be unreasonably withheld,
attesting that such statements fairly represent*"thej;ﬁinancial
condition of the Grantor and that said accountants . are
independent. S e

1.21 Trade Names. At the reguest of Benef1c1ary; Grénfor
shall execute a certificate in form satisfactory to Benef1c1ary

listing the trade names under which Grantor intends to operate the .-

Trust Estate, and representing and warranting that Grantor does
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rbu51ness under no other trade names with respect to the Trust

"ﬂTEstate the Grantor shall immediately notify Beneficiary in writing

‘of " any change in said trade names, and will, upon reguest of

T»BenefLC1ary, execute any additional flnanc1ng statements and other

certlflcates revised to reflect the change in trade name.

1 22 Emlnent Domain. That should the Trust Estate, or any
part thereof or interest therein, be taken or damaged by reason of
any publlc lmprovement or condemnation proceedlng or in any other
manner ("Condemnatlon") or should Grantor receive any notice or
other information regarding such proceeding, Grantor shall give
prompt wrltten notlce thereof to Beneficiary.

a;" Beneflclary shall be entitled to all compensation,
awards and othér payments or relief therefor, and shall be
entitled at 1ts .option to commence, appear in and prosecute
in its own name any action or proceedings. Beneficiary shall
also be entitled ‘to make any compromise or settlement in

connection w;th Jsuch taking or damage. A1l such
compensation, awards, damages, rights of action and proceeds
awarded to Grantor (thée  "Proceeds") are hereby assigned to

Beneficiary and “Grantor agrees to execute such further
a531gnments of the Proceeds as Beneficiary or Trustee may
require. . -

b. In the event any portion of the Trust Estate is so
taken or damaged, Beneficiary shall have the option, in its
sole and absoclute discretion, “to. apply all such proceeds,
after deducting therefrom all]coste and expenses (regardless
of the particular nature thereof and whether incurred with or
without suit), including atterneys -~fees, incurred by it in
connection with such Proceeds, upcn-any indebtedness secured
hereby and in such order as Beneficiary may determine, or to
apply all such Proceeds, after-_such deductions, to the
restoration of the Trust Estate-.upon such conditions as
Beneficiary may determine. Notw1thstanding any of the
foregoing , the proceeds, less any administrative and legal
costs and fees incurred by Beneflclary,_ shall be used to
reimburse Grantor for the cost of “restoration of the
Improvements, provided that restoration is economically and
legally feasible in the reascnable judgment of the
Beneficiary and, provided further, that Grantor .is not nor
has been in default under any of the Loan Instruments. Such
application or release shall not cure or waive any default or
notice of default hereunder or invalidate any - act- done
pursuant to such notice. S e

1.23 Repayment of Advances. Upcn receipt of néﬁice;? Ehe
Grantor shall repay immediately all sums expended or “advanced

hereunder by or on behalf of Beneficiary or Trustee, with 1nterest_m

from the date of such advance or expenditure at the rate contalned'
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.win:the Note, and the repayment thereof shall be secured hereby.

'”p”Fallure to repay such expenditure or advance and interest thereon

*wrthln_ten {10} days of such notice will, at Beneficiary's option,
“constitute an event of default hereunder, or Beneficiary may, at

its optioen, commence an action against Grantor for the recovery of
such. ex¥penditure or advance and interest thereon, and in such
event Grantor agrees to pay, in addition to the amount of such
expenditure or advance, all costs and expenses incurred in such
action,.-together with a reasonable attorney's fees.

ARTICLE II
REMEDIES UPON DEFAULT

2.01 EréntsfoffDefault. Any of the following events shall be
deemed as event of.default hereunder:

a. Default shall be made in the payment of any installment
of principal or interest on the Note or any other sum secured
hereby when due;- or. - e

b. Granteor .shall file a voluntary petltlon in
bankruptcy or shall beé adjudicated a bankrupt or insolvent,
or shall file any petition-or answer seeking or acquiescing
in any reorganization; arrangement, composition,
readjustment, liquidaticén; dissolution or similar relief for
itself under any present or future federal, state or other
statute, law or regulation relatrng Lo bankruptcy, insolvency
or other relief for debtors; or .shall seek or consent to or
acquiesce in the appointment “of " any trustee, receiver or
liguidator of Grantor or of- all or any part of the Trust
Estate, or of any or all of- the royaltles, revenues, rents,
issues or profits thereof, or  shall make any general
assignment for the benefit of creditors, or shall admit in
writing its inability to pay 1ts debts generally as they
become due; or . e

c. A court of competent jurlsdlctlon shall enter an
order, judgement or decree approving a.petition- filed against
Grantor seeking any reorganizaticn, dissolution or similar
relief under any present or future federal, state or other
statute, law or regulation relating to bankruptcy, ‘insolvency
or other relief for debtors, and such order, - Judgment or
decree shall remain unvacated and unstayed for an aggregate
of sixty (60} days (whether or not consecutive) frem the
first date of entry therecf; or any trustee, ‘receiver or
liguidator of Grantor or of all or any part of- the.Trust
Estate, or of any or all of the royalties, revenues, rents,
issues or profits thereof, shall be appointed without <the
consent or acquiescence of Grantor and such appointment shall
remain unvacated and unstayed for an aggregate of sixty {60Q) .-
days (whether or not consecutive); or S
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. d. A writ of execution or attachment or any similar
.- process shall be issued or levied against all or any part of
~~or interest in the Trust Estate, or any judgment involving
“monetary damages shall be entered against Grantor which shall
~betome a lien on the Trust Estate or any portion thereof or
; ‘interest therein and such execution, attachment or similar
" procgss .or Jjudgment is not released, bonded, satisfied,
'vacated or stayed within sixty (60) days after its entry or
levy,= :

e. -There has occurred a breach of or default under any
term, . -covénant, agreement, condition, provision,
representation or warranty contained in any of the Loan
Instruments .or’ any part thereof, not referred to in this
Section 2. Ol

2.02 Acceleration[Upon Default, Additional Remedies. In the
event of any event- of default,™ Beneficiary may declare all
indebtedness secured héreby to be due and payable and the same
shall thereupon become due and payable without any presentment,
demand, protest or notlce of any kind. Thereafter, Beneficiary
may:

a. Either in “pe€rson or by agent, with or without
bringing any action or proceeding, or by a receiver appointed
by a court and without regard to the adequacy of its
security, enter upon and take possession of the Trust Estate,
or any part thereocf, in its.-own:name or in the name of
Trustee, and do any acts <which it deems necessary or
desirable tTo preserve the value, marketablllty or rentability
of the Trust Estate, or part thereof -or interest therein,
increase the income therefrom or:/ protect the security hereof
and, with or without taking possession of the Trust Estate,
sue for or otherwise collect the".rents, ‘issues and profits
thereof, including those past dus and unpaid, and apply the
same, less costs and expenses of operation, and collection,
including attorneys' fees, upon any -indebtedness secured
hereby, all in such order as Beneficiary may.determine. The
entering upon and taking possession of the Trust ‘Estate, the
collection c¢f such rents, issues and proflts and the
application thereof as aforesaid, shall not cure or waive any
default or notice of default hereunder or lnvalldate any act
done in response to such default or pursuant “to.sich ‘notice
of default and, notwithstanding the continuance: in”poésession
of the Trust Estate or the c¢ollection, receipt ~and
application of rents, issues or profits, Trustee " .or
Beneficiary shall be entitled to exercise every rlght
provided for in any of the Loan Instruments or by‘law“upon
occurrence of any event of default, including the right to .-
exercise the power of sale; R
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o b. Commence an action to foreclose this Deed of Trust
/. as a mortgage, appoint a receiver, or specifically enforce
~any of the covenants hereof;

R o Execute or cause the Trustee to execute a written

; notice of such default and of his election to cause to be

* sold the Trust Estate to satisfy the obllgatlons hereof and
‘shall -cause such notice to be recorded in the office of the
Recorder 'of each recording district in which the Trust Estate
or “some part thereof is located.

2.03 Foreclosure by Power of Sale. Should Beneficiary elect
to foreclose by. exercise of the power of sale herein contained,
Beneficiary shall  notify Trustee and shall deposit with Trustee
this Deed of Trust and the Note and such receipts and evidence of
expenditures made and secured hereby as Trustee may require.

a. Upon recelpt of =such notice from Beneficiary,
Trustee shall c¢ause to be given such Notice of Default as
then required by law:’ - Trustee shall, without demand on

Grantor, after lapse of ‘such time as may then be reguired by
law and after Notice of Sale having been given as required by
law, sell the Trust. Estate at the time and place of sale
fixed by it in said Notlce of Sale, either as a whole, or in
separate lots or parcels or items as Trustee shall deem
expedient, and in such oxder as it may determine, at public
auction to the highest bidder for. cash in lawful money of the
United States payable at the .time: of sale. Trustee shall
deliver to such purchaser or- purchasers therecof its good and
sufficient deed or deeds conveying the property so sold, but

without any covenant or warranty, express or implied. The
recitals in such deed of any ‘matters or facts shall be
conclusive proof of the truthfulness thereof. Any person,
including, without limitation,.  Granhtor, Trustee or

Beneficiary, may purchase at such sale..

b.  After deducting all costs,” fees and expenses of
Trustee and of this Trust, including costs. of evidence of
title and reasonable counsel fees in connection' with sale,
Trustee shall apply the proceeds of sale to. payment of all
sums expended under the terms hereof, not “then ‘repaid, with
accrued interest at the Note rate, all other ‘sums then
secured hereby and the remainder, if any, to" the person or
persons legally entitled thereto. P

2.04 Dppointment of Receiver. If any event.“cf;"deféult
described in Section 2.01 of this Deed of Trust shall “have
occurred and be continuing, Beneficiary, as a matter of rlght ‘and

without notice to Grantor or anyvone claiming under Grantor, - and__

without regard to the then wvalue of the Trust Estate or the

*199912300186*

Kathy Hill, Skagit County Audltor .
12/30/1999 Page 17 of 38  3:47T:10PM .




. interest of Grantor therein,-shall have the right to apply to any
"fCourt having jurisdiction to appoint a receiver or receivers of
‘the ‘Trust Estate, and Grantor hereby irrevocably consents to such
'~app01ntment and walves notice of any application therefor. Any

such- receiver or receivers shall have all the usual powers and
duties “of “receivers in like or similar cases and all the powers
and ‘duties .of Beneficiary in case of entry as provided in Section
2. 02a and shall continue as such and exercise all such powers
until-the date of confirmation of sale of the Trust Estate unless
such recelvershlp is sooner terminated.

2.05 Remedles Not Exclusive. Trustee and Beneficiary, and
each of them,_shall_be entitled to enforce payment and performance
of any indebtednéss or obligations secured hereby and to exercise
all rights and powers under this Deed of Trust or under any Loan
Instrument or Jther agreement or any laws now or hereafter in
force, notw1thstand1ng some or all of the said indebtedness and
obligations secured hereby may now or hereafter be otherwise
secured, whether by mertgage, deed of trust, pledge, lien,
assignment or otherwise. - Neither the acceptance of this Deed of
Trust nor its enforcement .whether by court action or pursuant to
the power of sale or. -other powers herein contained, shall
prejudice or in any manner affect Trustee's or Beneficiary's right
to realize upon or enforce any-"other security now or hereafter
held by Trustee or Beneficiary, it being agreed that Trustee and
Beneficiary, and each of them, shall be entitled to enforce this
Deed of Trust and any other 1security now or hereafter held by
Beneficiary or Trustee in such order’ and manner as they or either
of them may in their absolute dlscretlon determine. No remedy
herein conferred upon or reserved to, Trustee or Beneficiary is
intended to be exclusive of any  other -remedy herein or by law
provided or permitted, but each shall -be cumulative and shall be
in additicn to every other remedy /given  hereunder or now or
hereafter existing at law or in equity or by statute. Every power
or remedy given by any of the Loan “Instruménts to Trustee or
Beneficiary or to which either of them may-be otherwise entitled,
may be exercised, concurrently or independently, from time to time
and as often as may be deemed expedient by Trustee or Beneficiary
and either of them may pursue inconsistent remedles

2.06 Restoration of Former Positlions. In case BenefLCLary
shall proceed to enforce any right under this Deed of Trust and
the proceedings for enforcement thereof shall-‘ have been
discontinued or abandoned for any reascn or shall have been
determined adversely to the Beneficiary, then and im every_such
case the Beneficiary, the Trustee and the Grantor shall, ,Subject
to any determination in such proceedings, severally. “and
respectively be restored to their former positions &nd rights
hereunder, and thereafter all rights and remedies and powers: of
the Beneficiary and the Trustee shall continue as though ho such_m
precceeding had been taken. : -’
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#.72.07 Sale, Transfer, Vacation or Encumbrance of Property
_“Prohibited. So long as any obligation secured hereby remalns
“unpadid; the Grantor covenants and agrees that neither said
Property . nor any portion thereof nor interest therein nor a
controlling interest of Grantor (if a corporation) nor a general
partnership interest in Grantor (if a partnership) shall be sold,
conveyed, ~transferred or encumbered by the Grantor without the
Beneficiary's prior written consent. If title to said Property or
any portion "or . interest in said Property or a controlliing interest
of Grantor (if a-corporation) or a general partnership interest in
Grantor (if a partnership) shall pass from the Grantor by deed or
ctherwise, voluntérily or involuntarily or 1f said Property or any
portion or “interest. therein is sold on contract, or if the
Property or any. portlon or 1interest therein is vacated by the
Grantor, or if .said- Property or any portion of interest therein or
a controlling interest of Grantor (if a corporation) or a general
partnership interest in’ Grantor (if a partnership) is further
encumbered without the consent of the Beneficiary, such change in
title or occupancy c¢r.-interest of Grantor or further encumbrance
shall be deemed to increase the risk of the Beneficiary, and the
Beneficiary may declare. all sums secured hereby immediately due
and payable, or may at its’ sole option consent to such change in
title or occupancy or dnterést of Grantor and increase the
interest rate on the indebtedness hereby secured. In the event
Beneficiary accelerates said indebtedness pursuant to the terms of
this paragraph, Grantor shall pay, in addition to  the
indebtedness, the prepayment bonus -as set forth in the Note, if
any. In the event ownershlp of . the'=Property or any portion
thereof becomes vested in a person other than the Grantor herein
named, or if a controlling interest in Grantor (if a corporation)
or a general partnership interest in Grantor (if a partnership) is
sold or encumbered, Beneficiary may, without notice to the Grantor
herein named, whether or not BeneflClary has given written consent
to such change in ownership, deal-.with ~such successor or
successors in interest with reference to this Deed of Trust and
the obligations secured hereby, in the same manner as with the
Grantor herein named, without in any way v1tlatlng or discharging
Grantor's liability hereunder or the obllgatlons hereby secured.

2.08 Request for Notice. Grantor hereby requests .a copy of
any notice of default and that any notice of ‘sale hereunder be
mailed to it at the address set forth in the flrst paragraph of
this Deed of Trust.

ARTICLE TIII
MISCELLANEQUS

3.01 Governing Law. This Deed of Trust, Assignment'ef'Renfé

and Security Agreement shall be governed by the laws of the- State_m

of Washington. 1In the event that any provision or clause of any
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,f¢f  the Lean Instruments conflicts with applicable laws, such

' ~conflicts shall not affect other provisions of such Loan

_Instruments which can be given effect without the conflicting
'“prov151on, and to this end the provisions of the Leoan Instruments
are .deciared to be severable. This Instrument cannot be waived,
changed, "~ discharged or terminated orally, but only by an
instrument in writing signed by the party against whom enforcement
of any walver, change, discharge or Termination 1s sought.

3. 02 leltatlon of Interest. It is the intent of Grantor and
Beneficiary in the execution of this Deed of Trust, the Note and
all other instruments securing the Note to contract in strict
compliance -with ‘the wusury laws of the State of Washington
governing the loan evidenced by the Note. In furtherance thereof,
Beneficiary and Grantor stipulate and agree that none of the terms
and provisions . contained in the Loan Instruments shall ever be
construed to create & - contract for the wuse, forbearance or
detention of money requiring payment of interest at a rate in
excess of the maximum-interest ratevpermitted to be charged by the
laws of the State of Washington governing the loan evidenced by
the Note. Grantor or.any-guarantor, endorser or other party now
or hereafter becoming “liakle: for the payment of the Note shall
never be liable for unearned’ interest on the Note and shall never
be required to pay interest on.the Note at a rate in excess of the
maximum interest that may ‘be lawfully charged under the laws of
the State of Washington and. the provisions of this section shall
control over all other provisions of the Note and any other
instrument executed in connection” herew1th which may be in
apparent conflict herewith. If a- ‘court of competent jurisdiction
shall make a final determination that the performance of any
provision of the Note shall result “in a payment of an amount for
such use, forbearance or detenticn in ‘extess of such rate, then
(i} such provision shall be deemed to e appropriately modified to
the extent necessary to reduce such amount to an amount not in
excess of such rate; and (ii} any such™excess amounts theretofore
received by the holder of the Note shall be’ deemed to have been
applied to the redemption at par of a like principal amount of the
Note, and all necessary reallocations of subseguent:payments with
respect to such Note shall be made and appropriately annotated on
such Note. S T

3.03 Statements by Grantor. Grantor, within ten (10) days
after being given notice by mail, will furnish to Beneficiary a
written statement stating the unpaid principal of and interest on
the Note and any other amount secured by this Deed.of Trust and
stating whether any offset or defense exists against. . such
principal and interest. R

3.04 Reconveyance by Trustee. Upon written requeStw;bﬁ
Beneficiary stating that all sums secured hereby have been-paild, .-
and upon surrender of this Deed if Trust and the Note to Trustee
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.”,ffor cancellation and retention and upcn payment by Grantor of
VTrustee s fees, Trustee shall reconvey to Grantor, or the person
_or’/persons legally entitled thereto, without warranty, any portion
“of" the Trust Estate then held hereunder. The recitals in such

reconveyance of any matters or facts shall be conclusive proof of
the truthfulness therecof. The grantee in any reconveyance may be
desQribed.as "the person or persons legally entitled thereto."

3,05 Notlces Whenever Beneficiary, Grantor or Trustee
shall desrre to:give or serve any notice, demand, request or other
communication: wlth respect to this Deed of Trust, each such
notice, demand; reguest or other communication shall be in writing
and shall be effectlve only if the same is delivered by personal
service or “mailed by registered or certified mail, postage
prepaid, return recéipt requested, addressed to the address set
forth at the beéginning of this Deed of Trust. Any party may at
any time change its address for such notices by delivering or
mailing to the other partles hereto, as aforesaid, a notice of
such change. :

3.06 Acceptance by Trustee. Trustee accepts this trust when
this Deed of Trust, duly executed and acknowledged, is made a
public record as provrded by law

3.07 Captions. The captlons or headings at the beginning of
each section hereof are for ‘the convenience of the parties and are
not a part of this Deed of Trust

3.08 Invalidity of Certain Prgvisions. If the lien of this
Deed of Trust is invalid or unenforceable as to any part of the
debt, or if the lien is invalid or unenforceable as to any part of
the Tzrust Estate, the unsecured or partlally secured portion of
the debt shall be completely paid prior to the payment of the
remaining and secured or partially secured portion of the debt,
and all payments made on the debt, whether Voluntary or under
foreclosure or other enforcement action or procedure, shall be
considered to have been first paid on and applied to the full
payment of that portion of the debt which is-not secured or fully
secured by the 1lien of this Deed of T#ust. . -~ Further, the
invalidity or unenforceability of any portion or/provision of this
Deed of Trust shall in no way affect " the .svalidity or
enforceability of the remainder hereof. St

3.09 Subrogatiecn. To the extent that proceéds of .the Note
are used to pay any outstanding lien, charge or prior - encumbrance
against the Trust Estate, such proceeds have been  or .will- be
advanced by Beneficiary at Grantor's request and Benefrcrary shall
be subrogated to any and all rights and liens owed by any owner or
heldexr of such outstanding liens, charges and prior encumbrances,
lrrespectlve of whether said liens, charges or encumbrances.:- are_u
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. 73.10 No Merger. If both the lessor's and lessee's estates
_Under any lease or portion thereof which constitutes a part of the
~Trust .Estate shall at any time become vested in one (1)} owner,
this- Deed of Trust and the lien created hereby shall not be
destroyéd or terminated by application of the doctrine of merger
and,; ‘in such event, Beneficiary shall continue to have and enjoy
all of the rights and privileges of Beneficiary as to the separate
estates. In.addition, upon the foreclosure of the lien created by
this Deed of Trust on the Trust Estate pursuant to the provisions
hereof, "any- leases or subleases then existing and created by
Grantor shall not.be destroyed or terminated by application of the
law of mergerlgorﬁ-as a matter of law or as a result of such
foreclosure “"unless.”Beneficiary or any purchaser at any such
foreclosure sale- shall so elect. No act by or on behalf of
Beneficiary of any.such purchaser shall constitute a termination
of any lease or 'sublease unless Beneficiary or such purchaser
shall give written notic¢e thereof to such tenant or subtenant.

3.11 Use. The Property which is the subject of this Deed of
Trust is not used prlncrpally or primarily for agricultural or
farming purpocses.

3.12 Late Charge. In theé .event that any payment or portion
thereof is not paid on “the-date it is due, Beneficiary may
collect, and Grantor agrees  to pay with such payment, a "late
charge" of Five Cents (80.05) feor each dollar sc¢ over due as
liquidated damages for the additional- expense of handling such
delinquent payments. Such late charge represents the reasonable
estimate of Beneficiary and - Grantor of a <fair, average
compensation due to the failure ¢f  .Grantor to make timely
payments. Such late charge shall be pald without prejudice to the
right of Beneficiary to collect any other amounts provided to be
paid or to declare a default hereunder

3.13 Hazardous Waste.

a. Grantor represents and warrants-to Beneficiary that
to the best of Grantor's knowledge, after due and diligent
inguiry, no hazardous or toxic waste or substances are being
stored on the Property or any adjacent property~ nor have any
such waste or substances been stored or used on - ‘the Property
or any adjacent property prior to Grantor's .ownership,
possession or control of the Property. Grantor agrees to
provide written notice to Beneficiary immediately. upon
Grantor becoming aware that the Property or any adjacent
property is being or has been contaminated with hazardous or
toxic waste or substances. Grantor will not cause nér permlt
any activities on the Property which directly or lndrrectly

could result in the Property or any other property becoming .-
contaminated with hazardous c¢r toxic waste or substances..”
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.~ For purpcses of this Deed of Trust, the term "hazardous or
« ‘toxic waste or substances" means any substance or material
/ defined or designated as hazardous or toxic wastes, hazardous
or  toxic material, a hazardous, toxic or radioactive
" “substance or other similar term by any applicable federal,
~st&te . or local statute, regulation or ordinance now or

' ‘hereafter in effect.

v bl Grantor will indemnify and hold Beneficiary
harmless - from and against any and all c¢laims, demands,
damages,: costs, expenses, losses, liens, liabilities,
penalties; .~ fines and lawsuits and other proceedings,
(including - attorneys fees), arising directly or indirectly
from or out of, or in any way connected with (i) the
inaccuracy of the certifications contained herein or in any
other document executed by Grantor in connection with the
loan evidenced by the Note, (ii) any activities on the
Property durlng Grantor s ownership, possession or control of
the Property whlch ‘directly~or indirectiy result in the
Property or any -other property becoming contaminated with
hazardous or toxic waste. or substances, (iii) the discovery
of hazardous or toxic waste or substances on the Property or
other property, or (iv) the clean-up of hazardous or toxic
waste or substances from .the Property or any other property.
Grantor acknowledges’that it will be solely responsible for
all costs and expenses: relating to the clean-up of hazardous
or toxic waste or substances from the Property or from any
other property which becomes c¢dntaminated with hazardous or
toxic waste or substances as.a, result of the contamination of
or activities cn the Property

c. Grantor covenants and'agreeSVthat in the event at
any time there is discovered hazardous or toxic waste or
substances on, in or under the Property or on, in or under
any other property which becomes contaminated with hazardous
or toxic waste or substances as a result of activities on or
hazardous cor toxic waste or substances from the Property,
Beneficiary shall be permitted to incur.and pay any and all
costs and expenses necessary or reasonably required to
perform site tests and to completely clean-up said hazardous
or toxic waste or substances, whether or not £he c¢lean-up is
required by any governmental authority, arid which tests and
clean-up shall not require prior notice to Grantor, .and all
such costs and expenses paid or incurred by Beneficiary shall
be secured hereby and shall be repayable to Benéficiary as
herein elsewhere provided, together with interest’ at the. rate
then provided for under the DNote. Grantor hereby  gives
Beneficiary and its agent(s) the unrestricted right “to-enter
the Property at any time to perform site tests for hazardous
or toxic waste or substances and to clean-up said hazardous_-
or toxic waste or substances. £
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<3014 Compliance with Americans With Disabilities Act.

_Grantor represents and warrants to Beneficiary that Grantor has
“not .dnd will not cause nor permit any activities on the Property
which directly or indirectly could result in the viclation of the
Americahs  With Disabilities Act of 1990 (Pub. L. 101-336), 42
U.s.C. 12101-12213 and 47 U.S8.C. 225 and 611, and any and all
regulations  thereunder and any similar state or local laws,
regulations” or-ordinances ("ADA") with respect to the Property.

‘a.. Grantor indemnifies and holds Beneficiary harmless
from and -against any and all claims, demands, damages, costs,
expenses, ~losses, liens, liabilities, penalties, fines, and
lawsuits and other proceedings (whether legal, eguitable or
administrative,” including attorneys' fees) connected with,
any violation of the ADA regarding the Property.

b. Granter . acknowledges that, as between it and
Beneficiary, it will."be sol&ly responsible for compliance
with the ADA regarding the Property. Grantor's obligations
under this paragraph- are unconditional and shall not be
limited by any nonrecburse or other limitations of liability
provided for in the Loan Instruments.

C. The covenants® of Grantor set forth in this
provision are not secured by the Loan Instruments, shall not
be discharged or satisfied by. foreclosure of the liens
created by the Loan Instruments, -and shall continue in the
transfer of the Property pursuant to foreclosure proceedings
(whether Jjudicial or nonjudicial), by deed in lieu of
foreclosure or otherwise. Grantor--acknowledges and agrees
that its covenants and obligations-'herein are separate and
distinct from its obligations under the loan and the Loan
Instruments. - o

d. The matters against which Beneficiary 1is
indemnified herein are reimbursable:to Beneficiary as the
obligations to make payments with  respect: thereto are
incurred, without any regquirement of Wwaiting for ultimate
outcome of any litigation, claim or other proceedings, and
shall be paid by Grantor to Beneficiary within .ten. (10) days
after notice from Beneficiary itemizing theamounts . incurred.

In addition to any remedy available for . "failure to
periodically pay such amounts, such amounts shall thereafter
bear interest at the highest interest rate defined in the
Loan Instruments. Grantor waives any acceptance .of" this
indemnity by Beneficiary. S

e. The failure of Beneficiary to enforce any‘fight,bﬁ

remedy hereunder or to promptly enforce any such right for .-

remedy shall not constitute a waiver thereof nor give riseg to
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. .~ any estoppel against Beneficiary, nor excuse Grantor from its
«" ‘obligations hereunder. Any waiver of any such right or
/7 remedy must be in writing and signed by Beneficiary. This
~indemnity is subject to enforcement at law/equity ircluding
"'-actlons for damages and/or specific performance.

- £, In the event Beneficiary takes title to the

. Property. by foreclosure or otherwise, without actual
‘knowledge. of the presence of violation of ADA, and
subsequeritly discovers violations of ADA, Grantor
unconditionally agrees that Beneficiary may convey, by way of
gquit claim . deed, the Property back to Grantor, and that
Beneficiary's.: tender of such a deed to Grantor shall
constitute .a _legally sufficient delivery o¢f the deed and
acceptance of'the deed by Grantor. In the event of any such
conveyance” 'f .the Property back to Grantor, Grantor's
indebtedness - to “Beneficiary under the loan shall be
reinstated. Nothing herein shall in any manner reduce
Grantor's indemnity -set forth+herein. Further, in the event
Grantor shall, at-any time, be or have been in default under
the Note, thlS Deed of Trust, or under the Loan Instruments,
or in the event Benef1c1ary shall have reasocnable cause to
believe that Grantor. has breached the warranties herein, or
in the event there is otlerwise reasonable cause to believe
that there has or may "have been a wviolation of ADA, then
Beneficiary, at Grantor's sole expense, shall have the right,
but not the obligation, ‘to enter. upon the Property, either by
itself or through an agent, fof .the purpose of conducting a
compliance audit or assessment.of ‘the Property. The costs of
such audit or assessment 'shall ‘be payable by Grantor to
Beneficiary on demand, and shall bear interest at the Note
rate, as modified. It is expresslyagreed and understood by
Grantor that the occurrence of ja default, or the cause to
believe a wviolation of ADA has occu;réd, shall be deemed to
increase Beneficiary's risk hereunder, 'thereby creating a
need for Beneficiary to have the 1nformatlon to be contained
in such audit or assessment. P

3.15 Deed Releases. Notwithstanding the  provisicns of
paragraph 2.07, or any other provision to the contrary ‘herein, the
ninety four (94) individual lots being developed by Grantor within
the property described in Exhibit "A" may be sold by Grantor, and
Beneficiary will release its interest in the individudl .lots as
provided herein. In the event a lot is sold, and provided Grantor
is not in default herein, Beneficiary shall release. its . interest
in such lot upon receipt of a release fee as per the .attached
schedule. Beneficiary shall credit such release fee first: against
any costs incurred in connection with such release, then to any
accrued and unpaid interest on the Promissory note, and lastly to
the principal balance of the Note. T
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3.16¢ Time of Essence. -The parties hereto agree that time is

T of the essence and that all obligations hereunder or under all

“loan’ documents shall be timely performed on the dates on which
'Hcomplete performance is specified according to the provisions of

thlS Deed of Trust and all related lcan documents.

3 16a Condomlnlum Development Grantor intends to develop the
property into condominiums in accordance with R.C.W. 64.34.010 et
seq. Grantor agrees, at its sole expense, to cause the Trust
Estate to " be made subject tc the Condominium Act by execution and
recording of-a proper Declaration of Condominium, and attendant
documents in . ~form and substance approved in advance by
Beneficiary.- Grantor and Beneficiary agree that each will execute
or cause to-be éxecuted any approved documents or certifications
that may be reasonably reguired by the title insurer to insure
the title to and status of the Trust Estate as condominiums under
R.C.W. ©64.34.010 et’ seq. Granter shall record such declaration
fcllowing the completlon of the improvements herein, but in no
event later than January,ﬂl, 2002 Immediately follow1ng such
recording, Grantor shall .obtain from Beneficiary’s title insurance
company & new endorsement.--te Beneficiary’s lender’s policy of
title insurance insuring--the status of the Trust Estate as
condominiums, together with Grantor’s counsel’s legal opinion as
to the validity of such status; .2ll subject in form and substance
to the approval of Beneficiary. Grantor understands and
acknowledges that the formation of the Trust Estate into
condominiums shall be accomplished without cost or expense to
Beneficiary, and Grantor agreeés to reimburse Beneficiary for any
reasonable costs or expenses incurred by:Beneficiary in the review
and approval of the condominium documentation and formation
proposed by Grantor, including reasonable. .attorney’s fees.

IN WITNESS WHERECF, Grantcr has executed this Deed of Trust
as of the day and year first above written.- . "
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"7FGRANTOR-

'~Sunset Cove Development, L.L.C.
a Washlngton Limited Liability Ccmpany
Obrock/Sunset nc., a Waghington

/fr oratlon X

W"ﬁ_‘iilam L Obrock Individually and - (Jarilyn M. Obrock, Member
Member and Pr_estd_en_t Seeretary/Treasurer

Piazza Construction, Inc.
a Washington Corporation

<::g§ﬁn J7 Piazza, Sr. Pres;dent and
ember and Individually . =~ -~

Lol

Member S ary/Treasurer
\

STATE OF WASHINGTON )

)
COUNTY OF ANACORATES)

I certify that I know or have satisfactory evidence that
William L. Obrock and John J. Piazza, Sr, -are the persons who
appeared before me, and said persons acknowledge that they signed
this instrument, on oath stated that t were authorized to
execute the instrument te be their fre nd voluntary act for the
uses and proposes mentioned in the Strument. :

e

Notary Public in and for the State oﬁ.~”
Washington, res:LdJ_ng at
My commission expires:

Dated:
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et e g

STATE OF-WASHINGTON )
COUNTY OF SKAGIT . - }

On this day personally appeared before me, WILLIAM L. OBROCK, President
and JARILYN, Sec./Treas. of Obrock/Sunset, Inc.; and JOHN J. PIAZZA, SR
and DOROTHY ANN PIAZZA, Sec./Treas. of Piazza Conmstruction, Inc.,
MEMBERS of SUNSET COVE DEVELOPMENT, L.L.C., a Washington Limited
Liability Company, said persons acknowledging that they were

authorized by executé the 'within instrument and acknowledge it as
members of SUNSET COVE:DEVELOPMENT, L.L.C., to be the free and
voluntary act of such party for the uses and purposes mentioned in

the instrument. ' S

Given under my hand and officiétiseal this 29th day of December, 1999.

<5 it AL
5@&?.@9’5&%? ?{";’, = Notary 'I___’ub-lf ‘in.and fot the State of
s Eg 7 : = Washington) /- ™
o - W&@éﬂm 5 - o Lol
T AR AN >3 Name Mary Mansfield
£ % g, n gﬂ,;.eigg; Residing at- ‘Anacortes
*‘iﬁg*ﬁéﬁgmfz' - My commission.expires 10-28-01
é;.,‘%r Q”': Wf;\\% .“‘0': ) - .
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< STATE OF WASHINGTON }

Jss.
COUNTY OF. - Skagit }

On this 'day pe_r-s'oﬁ:ally appeared before me _William I.. Obrock and
John J., -Piszgza, Sr. to me known to be the individual(s) described in and who executed the

within and'foregbmg" instrament, and acknowledged to me that _thevy signed the same as theirfree and
voluntary act and deccl for the purposes therein mentioned,

Given under my hand and oihcsa{ seal this 29thday of December , 19 99 .

..ol""c-,

S MANG p .. MW/M,WM
R eets 'z;aQ’*’ .

\ON "o Notary Public 1%}? for the Statevdf Washington.

» &, %5 LA A Y

s é?"?\ 01‘,&;?}, O . Name printed Mansfield
s 8 3 W 0 dorm r&; e Residing at __Blacortes
s i = e fFos My commission expires _ 10-28-01

. Pty Fa> =

AN AFOS

% G028 O B S

", Tty 3 ‘s‘ -

‘e, OF WAS‘\‘,O‘ Acknowledgement - Individual
R PRI
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EXHIBIT "An"

".(PARCEL 1 aka PARCEL "D")

“All that portion of the South 15 1/2 acres of Government Lot 2,
Section--21, Township 35 North, Range 1 East of the Wlllamette
Meridian, Clty of Anacortes, Skaglt County, Washington, being more
partlcularly descrlbed as follows

Commenc1ng at the Southwest corner of said South 15 1/2 acres of
Government Lot 2,. as said point is shown on that certain record of
survey recorded’ 1n Book 11 of Surveys at pages 161 and 162, under
Auditor’s File No: 9108270107, in the Auditor’s Office of Skagit
County, Washlngton,.~

thence North 89°40’16" East along the South line of said South 15
1/2 acres, a distance of 30.01 feet to the Southerly extension of
the Westerly line of that certain tract of land conveyed to Boris
Olich and Ann B. Olich, husband and wife, by instrument dated March
16, 1964, and recorded March 27, 3964, under Auditor’s File No.
648412 records of said. county and state said point being the true
point of beginning; :

thence North 18°00’16" East along said Southerly extension, a
distance of 31.60 feet to the- Southwest corner of said Olich tract;
thence North 89°40’'16" East along the South line of said OllCh
tract, a distance of 120.00 feet to the Southeast corner thereof;
thence North 18°00'16" East ‘along the East line of said Ollch
tract, a distance of 80.00 feet to the Northeast corner thereof;
thence North 85°41/05" West along the North line thereof for a
distance of 4.37 feet;

thence North 07°16'24™ East a dlstance“of 35.33 feet;

thence North 85°22'39" West a distance of 110.33 feet to the
Northerly extension of the West line of said Olich tract;

thence North 70°42’09" West a distance of 73.87 feet to the West
line of said South 15 1/2 acres of Government Lot 2;

thence North 0°45’59" East along said. Wést line a distance of
21.47 feet;

thence North 13°233’'37" East a distance of 43 16 feet to the
beginning of a curve to the right, said curve havlng a radius of
449.28 feet;

thence Northeasterly, following said curve to the rlght through a
central angle of 41°43'14" for an arc distance of 327.15 feet to
the North line of said South 15 1/2 acres of Government lot 2;
thence North 89°40’1le" East along said North line, a- dlstance of
1139.22 feet to the Northeast corner of said South 15 1/2.acres;
thence South 00°45'59" West a distance of 479.40. feet to the
Southeast corner of said South 15 1/2 acres; )
thence South 89°40’16" West along the South line of sald South 15
1/2 acres, a distance of 1296.12 feet to the true - p01nt ‘of
beginning. _ . b

continued
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_Page 2, EXHIBIT "A" continued

5 | (PARCEL 2 aka PTN PARCEL "B")

'pAll those portions of the South 15 1/2 acres of Government Lot 2
and~of Government Lot 3, all in Section 21, Township 35 North,
Range ‘1-East of the Wlllamette Meridian, City of Anacortes, Skagit
County, Washlngton, being more particularly described as follows

Commen01ng at “the Southwest corner of said South 15 1/2 acres of
Government Liot-2, as gaid point is shown on that certain record of
survey recorded- 1n Book 11 of Surveys at pages 161 and 162, under
Auditor’s File No. 9108270107, in the Auditor’'s Office of Skagit
County, Washlngton,-
thence North 0°45/59" East along the West line of said South 15 1/2
acres, a distance o0f 13.73 feet to the South line of that certain
tract of land deeded to Harold Harker and Nadene L. Harker, husband
and wife, by deed recorded May 13, 1971 under Auditor’‘s File No.
752522, records of ‘said county and state;
thence North 89°56’55" East along said South line, a distance of
26.41 feet to the Southeast corner of said Harold Harker Tract;
thence North 18°16'55" East-along the East line of said Harold
Harker Tract, a dlstance of 91 18 feet to the Northeast corner
thereof;
thence South 8%°40’16" West along the North line of said Harold
Harker Tract, a distance of 31.66 feet to the most Easterly corner
of that certain tract of land deeded to Howard D. Harker and Joann
Harker, husband and wife, by deed recorded September 13, 1991 under
Audltor s File No. 9109130047, records of said county and state;
thence Westerly along the Northerly llne of said Howard D. Harker
Tract for the following courses; .

North 23°05’19" West a dlstanceaof~26f72,feet;

South 46°58’'38" West a distance of 36734 feet;

South 89°40’16" West a distance of 10.38 feet;

North 1°00'37" East a distance of 10.94 feet;

North 72°597'14" West a distance of 9.66 feet to the true point of

beginning;
thence continuing North 72°59'14" West a dlstance of 80.77 feet;
thence South 33°59’'14" West a distance of 45 88 feet to the North
line of said Harold Harker Tract;
thence South 89%°40’16" West along said North llne a'distance of
33.64 feet to the Westerly line of said Government Lot 3;
thence North 30°14’27" East along said Westerly Iine, a dlstance of
430.25 feet;
thence North 65°59728" East along said Westerly llne “a dlstance of
22.04 feet to the North line of said South 15 1/2 acres of
Government Lot 2;
thence North 89°40 le" East along said North line, a dlstance'of
92.02 feet to a point on a curve to the left, the center of Wthh
bears South 38°08’23" East and is 469.28 feet distant; : A

*199912300186*

Kathy Hill, Skagit County Auditor
12/30/1999 Page 31 of 36  3:47:10PM

continued




_Page 3 EXHIBIT "A" continued.

" (PARCEL 2 aka PTN PARCEL "B" continued)

-;théﬁge,Southwesterly, following said curve to the left through a
central angle of 38°18’'00", for an arc distance of 313.69 feet to

the “end .of. said curve;

thence South 13°33'37" West for a distance of 110.62 feet to the

true point of beginning.
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