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DEED OF TRUST

DATE: June 13. 2007 .

Reference # {if applica‘jﬁle): IC42554 Additional on page
Grantor(s}): N .
1. LACONNER HOLDINGS, LLC

Grantee(s) N
1. Whidbey Island Bank . .
2. CHICAGO TITLE COMPANY-Mt:Vernon, Trustee

Legal Description: PTN. LOTS 78AND98LK 5, MAP OF LACONNER
PR Additional on page 2

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

THIS DEED OF TRUST is dated June 13, 2007. among LACONNER HOLDINGS, LLC: a
Washington Limited Liability Company (“Grantor”);” Whidbey lsland Bank, whose mailing
address is CL SKAGIT -1, 321 SE PIONEER WAY, PO BOX 1589, OAK HARBOR, WA 98277
(referred to below somestimes as "Lender” and sometimies as "Beneficiary”); and CHICAGO
TITLE COMPANY-Mt. Vernon, whose mailing addi;-ess is.425 COMMERCIAL STREET, MOUNT
VERNON, WA 98273 (referred to below as "Trustee”):” =~
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DEED OF TRUST
{Continued) Page 3

/ chdrges lincluding water and sewer), fines and impositions levied against or an account of the Property. and shall
¢ ~pay’'when due all claims for work done an or for services rendered or material furnished to the Property. Grantor
shall miaintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of
“Trust, except, for the lien aof taxes and assesstments not due, except for the Existing Indebtedness referred to
below, and except as atherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhold payment of any tax, assessment, of 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. If a lien arises or
i filed.as’ a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed,
within_fifteen (15).days after Grantor has notice of the filing, secure the discharge of the lien. or if requested by
Lender, dep__o's.it with Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount suffigient to disgharge the lien plus any costs and attorneys’ fees, ar other charges that could accrue as a
result of a-foreclosureror 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 additional
obligee under any surgty bond furnished in the contest proceedings.

Evidence of Payment. ‘Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments-angd shall authorize the appropriate governmental official to deliver to Lender at any time a written
statement of thé.taxes and assesgments against the Property.

Notice of Construction. Grantor-shall notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or-any-materials are supplied to the Property, if any mechanic's lien, materialmen’s len, or
other lien could be asseited on-actount of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender adVance assurances.satisfactory to Lender that Grantor can and will pay the cost of such
improvements. ‘

PROPERTY DAMAGE INSURANCE. The fo_!klo_,wing provisions relating to insuring the Property are a part of this Deed of
Trust. L EE

Maintenance of Insurance. Grantor shafl procure and maintain policies of fire insurance with standard extended
coverage endorsements on a réplacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient 10" avoid application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender, Grantot shiall also procure and maintain comprehensive general liability insurance in such
coverage amounts as Lender may ‘request with Trustee and Lender being hamed as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain such other insurance, inciuding but not iimited to
hazard, business interruption, and baller insurance, as Lender may reasonably require. Policies shall be written in
forrm, 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 satisfattory to Lender, including stipulations that coverages will not be
cancelled or diminished without at least ter (10} days prior written notice to Lender. Each insurance policy also
shall include an endorsement providing that coverage in favor of Lender will not be impaired in any way by any act,
omission or default of Grantor or any other pérsan. Should the Real Property be located in an area designated by
the Dirgctor of the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees 1o
obtain and maintain Federal Flood Insurance, it avgilable, within-45 days after notice is given by Lender that the
Property is located in a special flood hazard area, for the full gnpa_id principal balance of the loan and any prior liens
on the praperty securing the loan, up to the maximum policy imits:sét under the National Flood \nsurance Pragram,
or as otherwise required by Lender, and to maintain such.ihsurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify ‘lender of any loss or damage to the Property if the
estimated cost of repair or replacement exceeds $1,000:00. Lender'may make proof of loss if Grantor fails to do
s0 within fifteen (15} days of the casualty. Whether or not Lender's seoutity is impaired, Lender may, at Lender's
election, receive and retain the proceeds of any insurance-and:apply, the proceeds to the reduction ot the
indebtedness, payment of any dien affecting the Property, or the restoratioh and repair of the Property. If Lender
glacts 1o apply the proceeds to restoration and repair, Grantor ghail repair ‘or. replace the 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 oF restoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have not been digburset] within 180 days after their receipt and
which Lender has not committed to the repair or restoration of the Property shall be ysed first to pay any amount
awing to Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be applied
to the principal balance of the Indebtedness. If Lender holds any fproceeds after payment in full of the
indebtedness, such praceeds shall be paid without interest to Grantor as Grantor's interésts may appear.

Compliance with Existing Indebtedness. During the period in which any Existing Indebtedness described below is
in effect, compliance with the insurance provisions contained in the -instrument’ evidencing such Existing
Indehtedness shall constitute compliance with the insurance provisions undef this Deed of Trust, to the extent
compliance with the terms of this Deed of Trust would constitute a duplication of indurance requirement. [ any
proceeds from the insurance become payable on lass, the provisions in this Deed:of Trust for division of proceeds
shall apply only to that portion of the proceeds not payable to the holder of the Existing Indebtedness.

Grantor's Report on insurance. Upon request of Lender, however not more than once a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) the name of«the insirer; 12} the risks
insured: (3] the amount of the policy; {4) the property insured, the then current replacemant value of such
property, and the manner of determining that value; and (6} the expiration date of the palicy. ~Grantgr-shall, upan
request of Lender, have an independent appraiser satisfactory to Lender determine the cash valug repi cement cost
of the Property. e

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's interst in
the Property or if Grantor fails to comply with any pravision of this Deed of Trust or any Related Dgcuments: ncluding
but not limited to Grantor's failure to comply with any obligation to maintain Existing Indebtedness in"good standing ‘as
required below, or to discharge or pay when due any amounts Grantor is required to discharge or pay undser this Deed
of Trust or any Related Documents, Lender on Grantor's behalf may {but shall not be obligated o) fake.afy action that
Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, seclrity intgrests, ",
encumbrances and other claims, at any time levied or placed on the Progerty and paying all costs for, insuring, .
maintaining and preserving the Property. All such expenditures incurred or paid by Lender for such purposes-will-thery
bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by
Grantor. All such expenses will become a part of the Indebtedness and, at Lender’'s option, will {A} be payable on;
demand; {B) be added to the balance of the Note and be apportioned among and be payable with any instaliment -~ .
payments to become due during either {1} the term of any applicable insurance policy; or (2} the remaining term of =
the Note: or (C} be treated as a balloon payment which will be due and payable at the Note's maturity. The Deed of
Trust also will secure payment of these amounts. Such right shall be in addition to all other rights and remedies to

which Lender may be entitled upon Default. ’ -
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DEED OF TRUST
{Continued) Page 5

# iFufther Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and
¢ ::deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lenger, caise to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
“and pleces as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agresments,: financing statements, continuation statements, instruments of further assurance, certificates, and
gthér documents as may, in the sole opinion of Lender, be necessary or desirabie in order to effectuate, compiete,
perfect, continue, or preserve {1}  Grantor's obligations under the Note, this Deed of Trust, and the Related
Documengs, and (2) the liens and security interests created by this Desd of Trust on the Property, whether now
owned’or héreafter-acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing,
Grantor ghiall réimburge Lander for all costs and expenses incurred in connection with the matters referred to in this

paragraph.+ -

Attorney:in-Fact. “if Grantor fails 1o do any of the things referred to in the preceding paragraph, Lender may do so
for and in the nan}é of Gfantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appaints
Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering. filing, recording. and doing all
other things as may be nscesgsary or desirable, in Lender’s sole opinion, to accomplish the matters referred to in
the preceding paragraph, E

FULL PERFORMANCE: If Grantof pays all the Indebtedness when due, and otherwise performs all the obligations
imposed upon Grantor under’ this' Deed of Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shall execute-and-deliver to Grantor suitable statements of termination of any financing statement on
file evidencing Lender's security inferest.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
legaily entitled thereto”, and:‘the. 're(_:_italé'in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts, .

EVENTS OF DEFAULT. Each o:f_ the following, at Lender's option, shall constitute an Event of Default under this Deed
af Trust: uon ST

Payment Default. Grantor fa'i'ls.;o_ Fz’-’lak_g-ér;l.y Bayment when due under the Indebtedness.

Other Defaults, Grantor fails 10 _._c'b:mpl"y with or to perform any other term, obligation, covenant or condition
contained in this Deed of Trust or ;‘n"'any of-the ‘Related Documents or to comply with or to perform any term,
obiigation, covenant or condition contained in any other agreement between Lender and Grantor.

Compliance Default. Failure to corﬁply-.‘.\;it_h _»ény other term, abligation, covenant or condition centained in this
Deed of Trust, the Note ar in any of the Related:Documents.

Default on Other Payments. Failure of Gra_ri‘to.r withjn""tljle time required by this Deed of Trust to make any payment
for taxes or insurance, or any other paymentnecessary to prevent filing of or to effect discharge of any lien.

False Statements. Any warranty, represéngation"br statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Deed of Trust or the Related Documents is false or misleading in any material respect,
either now or at the time made or furnished or hegomes false or misleading at any time thereafter.

Defective Collateralization. This Deed of Trust'-qf:tany of the Related Documents ceases to be in full force and
effect (inctuding failure of any coltateral document to create asvalid and perfected security interest or lien) at any
time and for any reason. ST

Death or Insolvency. The dissolution of Grantor's (regardiess of whether election to continue is made), any
member withdraws from the limited liability company, -orany other términation of Grantor's existence as a going
business or the death of any member, the insclvency of Grantgr, the appointment of a receiver for any part of
Grantor's property, any assignment for the benefit of “créditors,..any type of creditor workout, or the
commencament of any proceeding under any bankruptcy or insalvency laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencement of fareclosure or forfeittre proceedings, whether by judicial
proceeding, self-help, repossessien or any other method, by any éreditar of Grantor or by any governmental agency
against any property securing the Indebtedness. This inciudég_s ﬁ"a garnishrijent of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event of Default’ shail not apply if there is a good faith
dispute by Grantar as to the validity or reasonableness of the claim which i8 the-tasis of the creditor or forfeiture
proceeding and if Grantor gives Lender written notice of the creditor -of forfeiture proceeding and deposits with
Lender monies or & surety bond for the creditor or forfeiture proceeding, in‘an-amauht determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dispute. ' 2

Breach of Other Agreement. Any breach by Grantor under the terms of a'n__vk:gther agreémgnt between Grantar and
Lender that is not remedied within any grace period provided therein, including-without-limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether e_xistingnq_w" or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect 1o ah'y Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or digputes the validity of. or lability
under, any Guaranty of the Indebtedness. In the event of a death, Lender, at its :option;” may, but shall not be
required to, permit the Guarantor's estate to assume unconditionally the obligations_arising under the guaranty in a
manner satisfactary to Lender, and, in doing so, cure any Event of Default. A

Adverse Change. A malerial adverse change occurs in Grantor's financial condition, of kénder believes the

prospect of payment or performance of the Indebtedness is impaired. g

Insecurity. Lender in good faith believes itseif insecura.

Existing Indebtedness. The payment of any installment of principal or any interest on the Existing, indebtedriess is
not made within the time requited by the promissary note evidencing such indebtedness, or a default’ occurs under
the instrument securing such indebtedness and is not cured during any applicable grace period‘in:such instrimeént,
or any suit or other action is commenced to foreclose any existing lien on the Property. S e

Right to Cure. If any defauit, other than a default in payment is curable and if Grantor has not been diven‘a notice
of a breach of the same provision of this Deed of Trust within the preceding tweltve (12} months, it tay be tuted if:"
Grantor, after receiving written notice from Lender demanding cure of such default: {1) cures the default within_ ;
ten (10) days; or (2) if the cure requires more than ten (10) days, immediately initiates steps which Lender deems’
in Lender's sole discretion to be sufficient to cure the default and thereafter continues and completes all reasonable -
and necessary steps sufficient to produce compliance as soon as reasonably practical. g

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default ocours under this Deed of Trust, at any time thefeaftér-;_-~- T
Trustee or Lender may exercise any one or more of the foilowing rights and remedies: S0

Election of Remedies. Election by Lender to pursue any remedy shall not exclude 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,
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DEED OF TRUST
{Continued) Page 7

* teletacsimilé (unless otherwise required by law), when deposited with a nationally recagnized overnight courier, or, if
miiled, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any-lien-which-hag priority over this Deed af Trust shall be sent to Lender's address, as shown near the beginning of
this Déed of Trust., Any party may change its address for notices under this Deed of Trust by giving formal written
notice 1o the other:parties, specifying that the purpose of the notice is to change the party's address. For notice
purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address. Subject to applicable law,
and excépt for:hotice required or allowed by law to be given in another manner, if there is more than one Grantor, any
notice given'by Léndef to.any Grantor is deemed to be notice given to all Grantors.

MlSCELLAﬂIEbU__S' PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trust:

Amendmeénts. -This 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. Mo alteration of or amendment to this
Deed of Trust shall be.efféctive unless given in writing and signed by the party or partiss sought to be charged or
bound by the alteratign or-amendment.

Annual Reports,. 1f.the. Property is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon réquést, <a ‘certified statement of net operating income received from the Property during Grantor's
previous fiscal year in such form:.and detail as Lender shall require. "Net operating income” shall mean all cash
receipts from the Property less all cash expenditures made in ¢onnection with the operation of the Praperty.

Caption Headings. Caption h=é§din95_ in this Deed of Trust are for convenience purposes only and are not to be
used to interpret or defing the, pravisions of this Deed of Trust.

Merger. There shall bé‘ no _me_rg'ér of "thé- interest or estate created by this Deed of Trust with any other interest or
estate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender. i o

Choice of Venue. If there "is_ a-lawsuit, _G'Fa_fjtor agrees upan Lender’s request to submit to the jurisdiction of the
courts of SKAGIT County, State of Washington.

No Waiver by Lender. Lender shall-not-©e deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and sigied by Lender:” No delay or omission on the part of Lender in exercising any right
shall operate as a waiver of such right.or‘any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute awaiver of Lender's right otherwise to demand strict compliance with that
pravision or any other provision af this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lander and Grantor, shall constitute & waiver‘af any of Lender's rights or of any of Grantor's abligations
as to any future transactions. Whenever the tonsent of Lender is required under this Deed of Trust, the granting
of such consent by Lender in any instanceg shall nbt constitute continuing consent to subsequent instances where
such consent is required and in all cases sugch ponsént may be granted or withheld in the sole discretion of Lender.

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceabla as to amy circumstance, that ‘finding shall not make the offending provision illegai, invalid, or
unenforceable as to any other circumstance, If feasible, the offending provision shall be considered modified so
that it becomes legal, valid and enforceable. “{f the offendifig: provision cannot be so modified, it shail be
considered deleted from this Deed of Trust. Unless otherwise reguired by law, the illegality, invahdity, or
unenforceability of any provision of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust. e E

Successors and Assigns. Subject to any limitations stated in this-Deed of Trust on transfer af Grantor's interest,
this Deed of Trust shall be hinding upon and inure to the, benefit of the parties, their successors and assigns. If
ownarship of the Property becomes vested in a person other_than-Grantor,"Lender, without notice to Grantor, may
deal with Grantor’s successars 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 ar liability under the Indebtedness.

Time is of the Essence. Time is of the essence in the performanc;_e of this Dg‘ec{of Trust.

Waiver of Homestead Exemption. Grantar hereby releases and :'“w'éi_ves:a‘Il :ights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this-Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the followirg meanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts:shall mgan amounts in lawful maney
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 context may require. Words and terms not otherwise defined in this Deed of Trust shall

have the meanings attributed ta such terms in the Uniform Commercial Code: & s, PR

Beneficiary. The word "Beneficiary” means Whidbey Island Bank, and its succéssors .é'hq:'a'ssigns.

Borrower. The word "Borrawer® means LACONNER HOLDINGS, LLC and includ_é's_._.'al'l co-signers and co-makers
signing the Note and all their successors and assigns. Lol -

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantot, - éndér,_____aﬁd Trustee, and
includes without limitation all assignment and security interest provisions relating™tg_the Peréonal.Property and
Rents. o

Default. The word "Default™ means the Default set forth in this Deed of Trust in the sectiﬁﬁ_.t&]eq "'D_f_;_fau'it".

Event of Default. The words "Event of Default™ mean any of the events of default set forth i__n"'this eed of Trust in
the events of default section of this Deed of Trust. Lo
Existing Indebtedness. The wards "Existing Indebtedness” mean the indebtedness described in-the Exigting Liens
provision of this Deed of Trust. CoE T
Grantor. The word "Grantor” means LACONNER HOLDINGS, LLC,

Guarantor. The word "Guarantor" means any guarantor, surety, or accemmadation party of ahy""c__)'r a'il:c')_.f the
Indebtedness. : .

Guaranty. The word “Guaranty™ means the guaranty from Guarantor to Lender, including without }i_ﬁwitatibh g 7
guaranty of all or part of the Note. o :

Improvements. The word "Improverments” means all existing and future improvements, buildings, struciure‘s,',
mobile homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real~
Property. S

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, costs and expenses
payable under the Note or Related Documents, together with alf renewals of, extensions of, modifications of,

e

Q0
Skagit County Auditor
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