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Grantor{s}:
1. LACONNER HOLDINGS LLC

Granteel(s)
1. Whidbey Island Bank
2. CHICAGO TITLE INSURANCE COMPANY ISLAND DIVISION, Trustee

Legal Description: PTN LTS 7, 8 & 9
BLK 5, MAP OF LACONNER W4 Additional on page 2

Assessor's Tax Parcel ID#: 4123- 020-009 0003 P 74083

THIS DEED OF TRUST is dated June *11. 2004, among LACONNER HOLDINGS, LLC; a
Washington Limited Liability Company ("Grantor” ); Whidbey Island Bank, whose mailing
address is Burlington Office, 1800 S. Burlington Ave . P.O. Box 302, Burlington, WA 98233
{referred to below sometimes as "Lender” and sometlmes as "Beneficiary"); and CHICAGO
TITLE INSURANCE COMPANY - I1SLAND DIVISION whose mailing address is PO BOX 638,
MOUNT VERNON, WA 98273 (referred to below- as “Trustee")
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DEED OF TRUST
{Continued} Page 3

s effect of all governmental authorities applicable to the use or occupancy of the Property, including without

E ‘.__.-"'Ilmnatmn the Americans With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or

régulation: and withhold compliance during any proceeding, including appropriate appeals, o long as Grantor has

" notified-Lerider in writing prior to doing so and so long as, in Lender's sole opinion, Lender's interests in the

Praperty are not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasconably
‘satisfactory to Lender, to protect Lender’s interest,

':'Du_ty to F_‘:rété:i:t. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other
agts, in.addition.fo those acts set forth above in this section, which from the character and use of the Property are
reagonahly necessary to protect and preserve the Property.

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 Indebtédness.and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's priar written consent, of all or any part of the Real Property, or any interest in the Real Property. A
"sale or transfer” means the:conveyance of Real Property or any right, title or interest in the Real Praperty; whether
legal, beneficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract,
land contract, contract-for deed, Ieasehold intarest with a term greater than three (3) years, lease-option contract, or by
sale, assignment, ot.transfer’ of any.beneficial interest in or to any land trust holding title to the Real Property, or by any
other method of conveyancé of an interest in the Real Property. |f any Grantor is a corporation, partnership or limited
liability company, transfer also: |ncludes any change in ownership of more than twenty-five percent {25%} of the voting
stock, partnership interests.or lirnited tiability company interests, as the case may be, of such Grantor. However, this
option shall not be exermsed by Lender |f such exercise is prohibited by federal law or by Washington law.

TAXES AND LIENS. The followung provusmns relating to the taxes and liens on the Property are part of this Deed of
Trust:

Payment. Grantor shall pay when due [and in all events prior to delinguency) all taxes, special taxes, assessments,
charges {including water and sewer] flnes and impositions levied against or on account of the Property, and shall
pay when due all claims for ‘work’ dorie on or for services rendered or material furnished 1o the Property. Grantar
shall maintain the Property free of 4ll liens having prierity over or équal 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 mthhuld payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long ‘as Lender's interest in the Property is not jeopardized. f a lien arises or
is filed as a result of nonpayment, Grantar shall within fifteen (15) days after the lien arises or, if a lien is filed,
within fifteen (15) days after Grantor has notice of the filing, secure the discharge of the fien, or if regquested by
Lender, deposit with Lender cash or a suffigient-Carporate surety bond ar other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclosure or sale under the Ii'é:n.j In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Proparty. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the ‘contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to tender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmenta?_o' icial to deliver to Lender at any time a written
statement of the taxes and assessments against the Property

Notice of Construction. Grantor shall notify Lender at. Ieast fifteen (1 5) days befare any work is commenced, any
services are furnished, or any materials are supplied to'the Propefty; if any mechanic's lien, materialmen’s lien, or
other lien could be asserted on account of the work, services, ar‘materials. Grantor will upen request of Lender
furnish to Lender advance assurances satisfactory to lLender that Grantor can and will pay the cost of such
improvements. :

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

Maintenance of Insurance. Grantor shall procure and malntaln poltctes of hre insurance with standard extended
coverage endorsements on a replacement basis for the full insurablg value covering. all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance .clausg,and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive genéral liability insurance in such
coverage amounts as Lender may request with Trustee and Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain such other insurance;’ ingluding but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably. require. F‘ollmes shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender and.issued. by & company Or companies
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver t6" Lender from time to time the
policies or certificates of insurance in form satisfactory to Lender, including stipulations that Loverages will not be
cancelied or diminished without at least ten (10} days prior written notice to Lender. Eagh insurance policy also
shall include an endorsement providing that coverage in favor of Lender will not be impaired inan AV ay by any act,
amissian or default of Grantor or any other person. Should the Real Property be locatéd in an.area.designated by
the Director of the Federal Emergency Management Agency as a special flood hazard ared, Grantor agrees to
obtain and maintain Federal 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 l6an and any pricr liens
an the property securing the loan, up to the maximurn policy fimits set under the Nationat Flood lnsur nce Program
or as otherwise required by Lender, and to maintain such insurance for the term of the loan.. :

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage 'td'the P?bpert‘\") ‘if the
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss jf Grantor fails to do
so within fifteen (15} days of the casualty. Whether or not Lender's security is impaired, Lender may, at’ Lender 5
election, receive and retain the proceeds of any insurance and apply the proceeds to the reductior: of “the
Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the Property. “If ‘Lender
elects to apply the proceeds to restoration and repair, Grantor shall repair or replace the damaged ‘or destroyed ™,
Improvements in @ manner satisfactory to Lender. Lender shall, upon satisfactory proaf of such expenditure, pay :
or reimburse Grantor from the proceeds for the reasonable cost of repair or restaration if Grantor is notin detault 7
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their rece|pt
which Lender has not committed to the repair or restoration of the Property shall be used first to pay ariy amount
owing to Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall bé applied.” .-
to the principal balance of the Indebtedness. |If Lender holds any proceeds after payment in full of ‘the .~
Indebtedness, such praceeds shall be paid withaut 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 furiish r
to Lender a report on each existing policy of insurance showing: (1% the name of the insurer; {2} the risks -

.
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DEED OF TRUST
(Continued) Page 5

:.lﬁeﬁ'd:er and make it available to Lender within three {3} days after receipt of written demand from Lender to the
'é)__(_tent permitted by applicable law.

-Addresses.. The mailing addresses of Grantor (debtor) and Lender {secured party) from which information
© concaernifg the security interest granted by this Deed of Trust may be obtained {each as required by the Uniform
_Commermai Code) are as stated on the first page ot this Deed of Trust.

FURTHER ASSURANCES. ATTORNEY-IN-FACT, The following provisions relating to further assurances and
attornev-m fact are a part of this Deed of Trust:

Further Assurances At any time, and from time to time, upon request of Lender, Grantor will make, execute and
delivér, or will cause 10 be made, executed or delivered, to Lender ar 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 plates as’Lénder: may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreemefits, finaticing-Statements, continuation statements, instruments of further assurance, certificates, and
other documents as. 4nay, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue,-or preserve {1} Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and’ {2) :theiiens and security interests created by this Deed of Trust as first and prior liens on the
Property, whether now ‘ewned or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary in writing, Grantor _shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to in this pa‘ragraph

Attorney-in-Fact. If Grantor lelS t0.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 sugh purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorngy-in- “fact for; the purpose of making, executing, delivering, filing, recording, and doing all
other things as may be necessary or: desnable, in Lender’s sole opinion, to accomplish the matters referred to in
the preceding paragraph. : ;

FULL PERFORMANCE. If Grantor pays all the'Indebtedness when due, and otherwise performs all the obligations
imposed upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustes a request for full
reconveyance and shall execute and delivér t6 Grantor suitable statements of termination of any financing statement on
file evidencing Lender's security interest in‘the Rents.and the Personal Property. Any reconveyance fee shall be paid by
Grantor, if permitted by applicable law, - The grantee in any reconveyance may be described as the "person or persons
legally entitled thereto", and the recitals.in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts, .« L

DEFAULT. Default will occur if payment in fu[l |s not made Wmmediately when due.

RIGHTS AND REMEDIES ON DEFAULT. If Defauit ocetrs.dinder this Deed of Trust, at any time thereafter, Trustee or
Lender may exercise any one or more of the followmg raghts and remedies:

Election of Remedies. Election by Lender to:-pursue any remedy shall not exciude pursuit of any other remedy, and
an election to make expenditures or to take:action to perform an obligation of Grantor under this Deed of Trust,
after Grantor's failure to perform, shali not affect Lender s right to declare a default and exercise its remedies.

Accelerate Indshtedness. Lender shall have the rtght at its optlon to declare the entire Indetitedness immediately
due and payable, including any prepayment penailty which Gran;or would be required to pay.

Foraclosure., With respect 1o all or any part of the Real ﬁroﬁert\} fhe Trustee shall have the right to exercise its
power of sale and to foreclose by notice and safe; and Lender shall have the right to foreclose by judicial
foreclosure, in either case in accardance with and to the full extent pro\nded by applicable law.

UCC Remedies. With respect to all or any part of the Personal Propertv. Lender shall have all the rights and
remedies of a secured party under the Uniform Commercial Code? -

Collect Rents. Lender shall have the right, without natice tos Grantor te take possession of and manage the
Property and collect the Rents, including amounts past due andiunpaid, and apply the net proceeds, over and
above Lender's costs, against the Indebtedness. In furtherance of this nght Lender may require any tenant or
other user of the Property to make payments of rent or use fees chrectly to:Lender. If the Rents are coliected by
Lender, then Granter irrevocably designates Lender as Grantor's attgrfiey-ic fact torendorse instruments received in
payment thereof in the name of Grantor and to negotiate the same and collect the. .proceeds. Payments by tenants
or other users to Lender in response to Lender's demand shall satisfy the obhgatlons for which the payments are
made, whether or not any proper grounds for the demand existed. Lender may exermse its rights under this
subparagraph either in person, by agent, or through a receiver. : i

Appoint Receiver. Lender shall have the right to have a receiver appointe'd to.take pos_seseion of all or any part of
the Property, with the power to protect and preserve the Property, to cpsrate the Er'og.efrty preceding or pending
foreclosure or sale, and to collect the Rents fram the Property and apply the proceeds.<over and above the cost of
the receivership, against the Indebtedness. The receiver may serve without bopd if permitted by law. Lender's
right to the appointment of a receiver shall exist whether or not the apparent valie of the’ Property exceeds the
Indebtedness by a substantial amount. Emplayment by Lender shall not disquali'f.y a_pers_en frem serving as a
receiver. :

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property ts sbld as provided
above or Lender otherwise becomes entitled to possession of the Property upon defaulf:of Grantor, Grantor shall
become a tenant at sufferance of Lender or the purchaser of the Property and shali, at Lerdet's: aption, either {1}
pay a reasonable rental for the use of the Property, or (2} vacate the Property |mmed|ately upbn the demand of
Lender.

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note
or by law. ; A,

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any publlc sale’ 0f the Personal

Property or of the time after which any private sale or other intended disposition of the Personal Praperty.is. to be
made, Reasonable notice shall mean notice given at least ten (10) days before the time of the sale-or. dlsposrtlon

Any sale of the Personal Property may be made in conjunction with any sale of the Real Property.

Sals of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all right's__to’heve
the Property marshalled. In exercising its rights and remedies, the Trustee or Lender shall be free to sall alf orany; -
part of the Property together or separately, in one sale or by separate sales. Lender shall be entitled to bid at ahy

public sale on all or any portion of the Property.

Attorneys’ Fees; Expenses. If Lender institutes any suit or action to snforce any of the terms of this Deed of"'“

Trust, Lender shall be entitled to recover such sum as the court may adjudge reasonable as attorneys' fees at trial
and upon any appeal. Whether or not any court action is involved, and to the extent not prohibited by law, all

reasonable expenses Lender incurs that in Lender's opinion are neces mzﬂwwmmmmmmm H J'W

Skagit Cou nty Audltor
6/15/2004 Page 5 of
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DEED OF TRUST
{Continued) Page 7

i Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest,

P thls Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. If

ownership. of the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may

< deal with.Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
gxtension Wwithout releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

me is of t_ﬁa; Essence. Time is of the essence in the performance of this Deed of Trust.

Wﬁi\_rer Qf".l-_l:':'mss,tead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
axeniption.faws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The folloewing capitalized words and terms shall have the following meanings when used in this Deed of
Trust. Unless® 'specif.ically stated to the contrary, all references to dellar amopunts shall mean amounts in lawful money
of the United States of America. Words and terms used in the singular shall include the plural, and the plural shall
include the singular,-as the:tontext may reqmre Words and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed 19.such terms in the Uniform Commercial Code:

Beneficiary. The-i}t}ord " B"en"eficiary" means Whidbey lsland Bank, and its successors and assigns.

Borrower. The word "Borrawer means LACONNER HOLDINGS, LLC and includes all co-signers and co-makers
signing the Noté. 3 :

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without |IlTII'EaIIOﬂ aII assngnment and security interest provisions relating to the Personal Property and
Rents. e e

Default, The word "Default"_ rrleans t-hé Default set forth in this Deed of Trust in the section titled "Default".

Environmental Laws. The: words “Epvironmental Laws" mean any and all state, federal and local statutes,
regulations and ordinances “relating to thie protection of human health or the environment, including without
limitation the Comprehenswe Erivironmental Response, Compensation, and Liability Act of 1980, as amended, 42
U.5.C. Section 9601, et seq. (" CEHCLA”) the Superfund Amendments and Reautherization Act of 1986, Pub. L.
No. 99-489 ("SARA™), the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource
Conservation and Recovety Act;42:U.5.C, Sectlon 6901, et seq., or other applicable state or federal laws, rules,
or regulations adopted pursuant thereto Wi

Grantor. The word "Grantor” means. LACDNNEH HOLDINGS LLC.

Hazardous Substances. The words “Hazardous Substances”™ mean materials that, because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or patential hazard
to human health or the environment when improperly used, treated, stored, disposed of, generated, manufactured,
transparted or otherwise handled. The words"Hazardous Substances™ are used in their very broadest sense and
include without limitation any and all hazardou$ or toxic substances, materials or waste as defined by or listed
under the Environmental Laws. The term "Hazardous Substances” also includes, without limitation, petroleum and
petroleum by-preducts or any fraction thereof and asbestos

Improvements. The word "Improvements” means all ex:stmg -and future improvements, buildings, structures,
mobile homes affixed on the Real Property, facilities, add:tmns replacements and other construction on the Real
Property. A .

Indebtedness. The word "Indebtedness™ means all prindipal, int_erést, and other amounts, costs and expenses
payable under the Note or Related Documents, together with il renewals of, extensions of, modiications of,
consolidations of and substitutions for the Note or Relat"ed"Documehts and any amounts expended or advanced by
Lender to discharge Grantor’s obligations or expenses |ncurred by Trustee or Lender to enfarce Grantor's
obligations under this Deed of Trust, together with intersst an SUCh amounts as provided in this Deed of Trust.

Lender. The word "Lender” means Whidbey Island Bank, its successors and assugns

Note. The word "Note” means the promissory note dated June 11, 2004, in the original principal amount
of $471,750.00 from Grantor to Lender, together with &l renewals’ of, extensions of, meditications of,
refinancings of, consolidations of, and substitutions for the prom|s30rv nate or agreement NOTICE TC GRANTOR:
THE NOTE CONTAINS A VARIABLE INTEREST RATE. 3

Personal Property, The words "Personal Property” mean all equnpment, fixtures, and other articles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or:affixed to the Real Property;
together with all accessions, parts, and additions to, all replacements of, and all &dbstitutions for, any of such
property; and together with all issues and profits thereon and proceeds hncludlng wuthout limitation all insurance
proceeds and refunds of premiums) fram any sale or other disposition of the Property.

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

Real Property. The words "Real Property™ mean the real property, interests and nghts as further descrlbed in this
Deed of Trust. .

Related Documents. The words "Related Documents" mean all promissory ﬁo_t,es., 'credit _agreements, loan
agreements, environmental agreements, guaranties, security agreements, mortgages, deeds)of trust, security
deeds, collateral mortgages, and all other instruments, agreements and documents, whether now or hereafter
existing, executed in connection with the Indebtedness. - :

Rents. The word "Rents” means all present and future rents, revenues, income, issues; royalties proflts, and
other benefits derived from the Property.

Trustes. The word "Trustee” means CHICAGO TITLE INSURANCE COMPANY - ISLAND DIVISION whose marlmg
address is PO BOX 638, MOUNT VERNCON, WA 98273 and any substitute or successor trustees. i
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