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L --.__,'_:_“-.._CONSTHUCTION DEED OF TRUST MUSTE

DATE: July 29, 2003

Reference # (if appllcable) Additional on page
Grantor(s): B
1. PACIFIC SERVlCE LLC

Grantee(s) : E T
1. Asia Europe Amerlcas Bank
2. First American Title pompan_y‘ of-Skagit County, Trustee

Legal Description: Lot 36 and portion Lot 37, Anaco Beach Additional on page 2
Assessor's Tax Parcel |D#: 3858-000}03.7’@0@4:(P61845)

THIS DEED OF TRUST is dated July. 29, 2003, among PACIFIC SERVICE LLC, a Delaware
Limited Liability Company, whose address is 11168 MARINE DRIVE, ANACORTES, WA 98221
("Grantor"); Asia Europe Americas Bank, whose mallmg address s AEA Bank, 1505 Westlake
Avenue North, Suite 125, Seattle, WA 98109 (referred to below sometimes as "Lender" and
sometimes as "Beneficiary"); and First American Title. Company of Skagit County, whose
mailing address is 1301-B Riverside Drive, Mount Vemon WA 98273 (referred to below as
"Trustee"). y e
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DEED OF TRUST
+ Loan No: 1009020160 (Continued) Page 3

’ Boé't_iadequate security or a surety bond, reasonably satisfactory to Lender, to protect Lender’s interest.

Duity to Protect. Grantor agress neither to abandon or leave unatiended the Property. Grantor shall do all other acts, in
~addition 10 those acts set forth above in this section, which from the character and use of the Property are reasonably
° necessary.lo:protect and preserve the Property.

:Construction:Loan. If soms or all of the proceeds of the loan creating the Indebtedness are to be used to consbruct or
:gomplete construction of any Improvements on the Property, the improvements shall be completed no later than the
maturity date: of the Note (or such earlier date as Lender may reasonably estabiish) and Grantor shall pay in full all costs
and-expensés in"connection with the work. Lender will disburse loan proceeds under such terms and conditions as
Lender.may deem réasonably necessary to insure that the interest created by this Deed of Trust shall have priority over
all possible-liens, including those of material suppliers and workmen. Lender may require, among other things, that
disburserient’.requests’.be supported by receipled bills, expense affidavits, waivers of liens, consiruction progress
reports;-and such other documentation as Lender may reasonably requast,

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, (A) declare immediately due and payable all
sums secured by this Deed of Trust or (B) increase the interest rate provided for in the Note or other document evidencing
the Indebtedness and. impose such gther conditions as Lender deems appropriate, upon the sale or transfer, without Lender’s
prior written consent, of all or any pait of the Real Property, or any interest in the Real Property. A “sale or transfer* means the
conveyance of Real Property of any-right, title or interest in the Real Property; whether legal, beneficial or equitable; whethar
voluntary or involuntary; whether by ouitright sale, deed, instaliment safe contract, land contract, contract for deed, fsasehold
interest with a term greater than three (3) years, lease-option contract, or by sale, assignment, or transfer of any beneficial
interest in or to any land trust hoic!mg titte"to the Real Property, or by any other method of conveyance of an intarest in the
Real Property. If any Grantor isa corporatlon partnership or limited liability company, transfer also includes any change in
ownership of more than twenty-five” percent {25%) of the voting stock, parinership interests or limited liability company
interests, as the case may be, .of such Grantor. Howsver, this option shall not be exercised by Lender if such exercise Is
prohibited by federal law or by Washmg‘ton 1aw

TAXES AND LIENS. The followmg prewsaons relatlng to the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay whén due (and in all events prior to delinquency) ali taxes, special taxes, assessments,
charges (Including water and sewerj, fines and impositions levied against or on aceount of the Property, and shall pay
when due all claims for work dohe on or for-services rendered or material furnished to the Property. Grantor shall
maintain the Property free of all liens_ having prigrity’ over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments not due and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhold:payment of any tax, assessment, or claim in connection with a good faith
dispute aver the obligation to pay, so long as Lenders’interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within-fifleeh (15) days after the lien arises or, if a lien is filed, within fifteen
{15) days after Grantor has notice of the filing, securs the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate sursty bond or other security satisfactory 10 Lender in an amount sufiicient 1o
discharge the lien plus any costs and attomeys' 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 Property, Grantor shall name Lender as an addmonal obligee undsr any surety bond furnished

in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lender satlsfactory evidence of payment of the taxes or
assessments and shail authorize the appropriate govemmentai afficial o delwer to Lender at any time a written statement
of the taxes and assessments against the Property. :

Notice of Construction. Grantor shall notify Lender at 1east frﬂeen (15) days before any work is commenced, any
services are furnished, ar any materials are supplied to the Property;-if any mechanic’s lien, materialmen's lien, or other
lien could be asserted on account of the work, services, or matetials: Grantorwill upon request of Lender fumish to

Lender advance assurances satisfactory to Lender that Grantor can and will pay. the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relatmg to |nsunng the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain polrcnes of fure insurance with standard extended
coverage endorsements on a replacement basis for the full insurablé-valié eovering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with'a standard mortgagee clause in
savor of Lender. Grantor shall also procure and maintain comprehensive gensral liability dinsurance in such coverage
amounts as Lender may request with Trustee and Lender being named as addifional insureds in such liability insurance
policies,  Additionally, Grantor shall maintain such cther insurance, including but not-limited to hazard, business
interruption, and boiler insurance, as Lender may reascnably require. Policiés Shall be written in form, amounts,
coverages and basis reasonably acceptable to Lender and issued by a company or-companies reasonably acceptable to
Lender. Grantor, upon request of Lender, will deliver to Lender from time to time the policies or certificates of insurance
in form satisfactory to Lender, including stipulations that coverages will not be cancelled or dimini ishied without at least
ten (10) days prior written notice to Lender. Each insurance policy also shall include.an enddrserment providing that

coverage in favor of Lender will not be impaired in any way by any act, omission or defa,ult of Grantor or any other
person. Should the Real Property be located in an area designated by the Director of-‘the, Federal Emergency
Management Agency as a special flood hazard area, Grantor agrees to obtain and maintairi ‘Fedefal Flood Insurance, if
available, within 45 days after notice is given by Lender that the Property is located in a special. flood hazard area, for the
full unpaid principal balance of the loan and any prior fiens on the property securing the loan, up 1o the maxintim policy
limits set under the National Flood Insurance Program, or as otherwise required by Lender and to mamtaln such
insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Prrty Le-nder may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether or not Lender's security is
impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and apply the proceeds 1o
the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration and répair:of the-
Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or replacethe damaged or
destroyed Improvements in a 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 defadlt . =
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt and WhIQh__
Lender has not committed to the repair or restoration of the Property shall be used first to pay any amount owingto -
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, If any, shall be applied to the priricipal 7 .
balance of the Indebtedness. 1t Lender holds any proceeds after payment in full of the Indebtedness, such proceeds
shall be paid without interest to Grantor as Grantor's interests may appear.

Grantor's Report on insurance. Upon request of Lender, however not more than once a year, Grantor shall furnish 16
Lender a raport on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; {3)
the amount of the policy; (4) the property insured, the then current replacement value of such property, and the manner

AR
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A DEED OF TRUST
_!,oaa: No: 1009020160 (Continued) Page 5

) FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attcrney-in—fact arg & 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

* geliver, or.will cause to be made, executed or delivered, to Lender or to Lender's designee, and when requasted by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
‘places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
‘agreements, financing statements, continuation statements, instruments of further assurance, certificates, and other
documents as may, in the sole opinion of Lender, be necessary or desirable in order to sffectuate, compilete, perfect,
continue, or preserve (1) Grantor's obligalions under the Note, this Deed of Trust, and the Related Documents, and (2)
the ligns and security interests created by this Deed of Trust as first and prior liens on the Property whether now owned
or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing, Grantor shall
relmburse Lendes for all Costs and expenses incurred in connection with the matters referred to in this paragraph.

Attorney-in-Fact: It Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for
and in the name of Granter and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attorney -in-fact for the purpose of making, exscuting, delivering, filing, recording, and doing all other things
as may be necessary er destrable in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph. ‘

FULL PERFORMANCE. If Grantor pays all the Indebtedness when dus, and otherwise performs ali the obligations imposed
upon Grantor under this Deed of Trist, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
execute and deliver to Grantor sujtabile “$tatements of termination of any financing statement on file evidencing Lender's
security interest in the Rents-and the-Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantee in any. teconveyance may be described as the "person or persons legally entitted thereto”, and
the recitals in the Teconveyance of any matters or facts shall be conclusive proof of the ruthfulness of any such matters or
facts.

EVENTS OF DEFAULT. Each ef the tcllcwmg at Lender’s option, shall constitute an Event of Default under this Deed of
Trust:

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

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

Compliance Default. Failure to comply with any other-term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents: ¥-$uch a failure is curable and # 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
{and no Event of Default will have occurred) if Granter, after Lender sends written notice demanding cure of such failure:
(a) cures the failure within fifteen (15) days; of. (1) if the cure requires more than fifteen (15) days, immediately initiates
steps sufficient to cure the failure and thereafter. centinues and completes all reasonable and necessary steps sufficient
1o produce compliance as soon as reasonably practlcal

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

Default in Favor of Third Parties. Should Grantor default dnder any loan, extension of credit, security agreement,
purchase or sales agresment, or any other agreement, i favor of any: other creditor or person that may materially affect
any of Grantar's property or Grantor's ability to repay the |ndebtedness or petfcrm their respective obligations under this
Deed of Trust or any of the Related Documents.

False Staternents. Any warranty, representation or statement made or fumtshed to Lender by Granter 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 tlme 1hereafter

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full force and effect
(including faiture of any collateral document to create a valid and perfected securtty mterest or lien) at any time and for
any reason. ;

Death or Insolvency. The dissolution of Grantor's (regardiess of whether electton to contmue is made), any member
withdraws from the limited liability company, or any other termination of Graritor's existerice as a going business or the
death of any member, the insolvency of Grantor, the appointment of a receiver for any-part of Grantor's property, any
assignment for the benefit of creditors, any type of creditor workout, or the commencement of any proceeding under any
bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or fcrfe:ture proceedlngs whether by judicial
proceeding, seif-help, repossassion or any other method, by any creditor of Grantorsor.by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of any of Granter’s accounts, including
deposit accounts, with Lender. However, this Event of Defauit shall not apply if there-is:a good faith dispute by Grantor
as to the validity or reasonableness of the claim which is the basis of the creditor or forfeilurd proceeding.and if Grantor
gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender-moniesor.a surety bond for
the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole dlscretlon, as betng an adequate
reserve or bond for the dispute. )

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement behivean Grantor and
Lender that is not remedied within any grace period provided therein, inciuding without limitation any agreement
concerning any Indebtedness or other obligation of Grantor to Lender, whether existing now or later. g

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any ef the
Indebtedness or any Guarantor dies or becomss incompetent, or revokes or disputes the validity of, or-liability. under,
any Guaranty of the Indebtedness. In the event of a death, Lender, at its option, may, but shall not be requnred o,
permit the Guarantor’s estate to assume unconditionally the obligations arising under the guaranty m & manner .
satisfactory to Lender, and, in doing so, cure any Event of Default.

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

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If such a failure is curable and if Granter has not been given a notice of a breach of the same prowsnon e
of this Deed of Trust within the preceding twelve {12) months, it may be cured (and no Event of Default will have .

occurred) if Grantor, after Lender sends written notice demanding cure of such failure: (a) cures the failure within fiftéer
{15) days; or (b} if the cure requires more than fifteen (15) days, immediately initiates steps sufficient to cure the failure
and thereafter continues and completes all reascnable and necessary steps sufficient to produce compliance as soon as

ALY
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A DEED OF TRUST
+ Loan No: 1009020160 (Continued) Page 7

NDTICES. Subject to applicable law, and except for nofice required or allowed by law to be given in another manner, any

notice required to be given under this Deed of Trust, including without limitation any notice of default and any notice of sale

shall .be given.in writing, and shall be effective when actually delivered, when actually received by telefacsimile (unless
‘pthérwisa required by law), when deposited with a nationally recognized ovemight courier, or, i mailed, when deposited in

the United Statés mall, as first class, certified or registered mail postage prepaid, directed to the addresses shown near the
beginning of this:Deed of Trust. All coples of notices of foreclosure from the holder of any lien which has priority over this
Deed of Trust s_hall,be sent to Lender’'s address, as shown near the beginning of this Deed of Trust. Any party may change its
address. for natices under this Deed of Trust by giving formal written notice to the other parties, specifying that the purpose of
the notice-is to changde the party’s address. For notice purposes, Grantor agrees to kesp 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” |s mere than one Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all
Grantors. ’

MISCELLANEOUS PROVISIONS The following miscellansous provisions are a part of this Deed of Trust:

Amendments. Thls Deed ‘of Trust, together with any Related 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 inless gwen in writing and signed by the party or parties sought to be charged or bound by the
alteration or ameridment. .,

Annual Reports. If the P[operty is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upon request, a certified statement of net operating income received from the Property during Grantor's previous fiscal
year in such form and-Uetail as Lerider shall require. "Net operating income” shall mean all cash receipts from the
Property less all cash’ expendﬂures mada. in connection with the operation of the Property.

Caption Headings. Capt»on neadlngs in this Deed of Trust are for convenience 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 intergst or estate created by this Deed of Trust with any other interest or estate
in the Property at any time heid by or for the benefit of Lender in any capacity, without the written consent of Lender,

Governing Law, This Deed of Tryust will be governed by, construed and enforced in accordance with federal law
and the laws of the State of Washlngton This Deed of Trust hag been accepted by Lender in the State of
Washington.

Choice of Venue. If thereis a Iawsmt Grantor agrees upon Lender's request to submit to the jurisdiction of the courts of
King Gounty, State of Washington. :

No Waiver by Lender. Lendsr shall not be deemed fo have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No-Oelay or omission on the part of Lender in exercising any right shall
operate as a waiver of such right or any othér right,. A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constitute a walver of Lender's right ctherwise to demand strict compliance with that provision or any other
provision of this Deed of Trust. No prior walver-by.Lender, nor any course of dealing between Lender and Grantor, shal
constitute a waiver of any of Lender’s rights or of any of Grantor’s obligations as to any fulure transactions, Whenever
the cansent of Lender is required under this Deedof Trust, the granting of such consent by Lender in any instance shall
not constitute continuing consent to subsaquent instances where slich consent is required and in all cases such consent
may be granted or withheld in the sole discretion of Lender. T

Severability. If a court of competent jurisdiction finds any prows;on of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not n'pake the offending provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the oﬂenc!in:gprovision shali be considered modified so that it
becames legal, valid and enforceable. It the offending provisidn cannct be.sg moadified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the. illegality; ‘inyalidity, or unenforceability of any provision of
this Deed of Trust shail not affect the legality, validity or enforceability.of any other provision of this Deed of Trust.

Successors and Assigns. Subject to any fimitations stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. ¥ ownership of
the Property becomes vested in a person other than Grantor, Lender, withoyl-hotice 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 Indebtedness

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

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by th|s Deed of Trust:

DEFINITIONS. The following capitalized words arid terms shall have the following meamngs when used in this Deed of Trust.
Unless specifically stated to the contrary, all references to deilar amounts shall mean amounts jn tawful money of the United
States of America. Words and terms used in the singular shall include the plural, and the plural shall inghade the singular, as
the context may require. Words and terms not otherwise defined in this Deed of Trust shall have the meanlngs attributed to
such terms in the Uniform Cemmercial Code:

Beneficiary. The word "Beneficiary” means Asia Europe Americas Bank, and its succeesors and aeelgns

Borrower. The word "Borrowsr" means PACIFIC SERVICE LLG, and all other persons and entihes 5|gn|ng the Note in
whatever capacity.

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, and includes
without limitation alf assignment and security interest provisions relating to the Personal Property and Rerits. .

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

Event of Default. The words “Event of Default" mean any of the evenis of default set forth in this’ Deed cﬂ Trus‘t in the
events of default section of this Deed of Trust. . . ;

Grantor. The word "Grantor" means PACIFIC SERVICE LLC,

Guarantor. The word "Guarantor' means any guarantor, surely, or accommodation party of any or aII of the__ :
Indebtedness. -

Guaranty. The word "Guaranty* means the guaranty from Guaranter to Lender, including without limitation a guaremy of
all or part of the Note. . s
Improvements. The word “Improvements” means all existing and future improvements, buildings, structures, moblle “ T
homes affixed on the Real Property, facilities, additions, raplacements and other construction on the Real Property.

Indebtedness. The word "Indebtedness" means all principal, interest, and other amounts, costs and expenses payebl'e'
under the Note or Related Documents, together with all renewals of, extensions of, medifications of, consolidations of

LT
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