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pRalelbi l(::'g DEED OF TRUST

DATE: January 24, 2012

Reference # (if appllcable) Additional on page
Grantor(s): :
1. BALKARAN LiMITED LIAIILITY CO. (LLC)

Grantee(s) :
1. PECPLES BANK
2. Chicago Title Company Island Drvnsnon Trustee

Legal Description: LOTS 2, 3 & E/2 LOT 4 STEWARTS FIRST ADD TO ANA
- . Additional on page

Assessor's Tax Parcel ID#: P60408, 3833 002 0009 P58107, 3807-020-029-0004

THIS DEED OF TRUST is dated January 2'4,:,-2012, among BALKARAN LIMITED LIABILITY CO.
(LLC), A WASHINGTON LIMITED LIABILITY COMPANY, whose address is 905 20TH ST,
ANACORTES, WA 98221-2504 ("Grantor"); PIEIPLES' BANK, whose mailing address is
MOUNT VERNON OFFICE. 1801 RIVERSIDE DRIVE MOUNT VERNON, WA 98273 (referred to
below sometimes as "Lender” and sometimes a’s "Beneflclary ); and Chicago Title Company -
Island Division, whose mailing address is 425 Commerclal Street, PO Box 638, Mount Vernon,
WA 98273 (referred to below as "Trustee"). S
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R DEED OF TRUST
" Loan No: 5038433-201 (Continued) Page 3

cemplience by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
-otharmse use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter

. tt,"of all governmental authorities applicable to the use or occupancy of the Property, including without

- limitgtiof; .the Americans With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and. withhold compllance during any proceeding, including appropriate appeals, so long as Grantor has
notified Lender in writing prier to doing so and so long as, in Lendsf's sole opinion, Lender's interests in the
Property aré not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonably
satrsfactory to Lender to protect Lender's interast.

Duty to- Protoct. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other
acts, in additiory to ‘these acts set forth above in this section, which from the character and use of the Property are
reasonably necessary to protect and preserve the Property,

DUE ON SALE - COI\IS__ENT BY.LENDER. Lender may, at Lender's optien, {A) declare immediately due and payable all
sums securad by this' Deed of: Trust or {B} increase the interest rate provided for in the Note or other document
evidencing the Indebtedriess and-impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender’s prior written congent, of all or any part of the Real Property, or any interest in the Real Property. A
"sale or transfer” means the corveyance of Real Property or any right, title or interest in the Real Property; whether
legal, beneficial ar equitable; whether:voluntary or involuntary; whether by outright saie, deed, installment sale contract,
land contract. contract for deed, Jeaséhold interest with a term greataer than three (3) years, lease-option contract, or by
sale, assignment, or transfer of any beneficial interest in or to any land trust halding title to the Real Property, or by any
other methed of conveyance of‘an_intérest in the Real Property. If any Grantor is a corporation, partnership or limited
liability company, tranefer'h'.sﬁ in¢ludes-any. change in ownership of more than twenty-five percent {25%) of the voting
stock, partnership interests or imited liability company interests, as the case may be, of such Grantor. However, this
option shall not be exercised by Lender if such exercise is prohibited by federal law or by Washington law.

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

Payment. Grantor shall pay w'hen'due {and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions levied against or on account of the Property, and shall
pay when due all claims for work done on.orfor services rendered or material furnished to the Property. Grantor
shall maintain the Property free of all. liehis havinig priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes’ and asseesments not due and except as otherwise provided in this Deed of
Trust.

Right to Contest. Grantor may withhold péiyment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long ag Lender’s interest in the Property is not jeopardized. If a lien arises or
is 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 aftar Grantor has notice'of tha filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any Gosts and attorneys' 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 additional
obligee under any surety hond furnished in the contest proceedings. -,

Evidence of Payment. Grantor shall upon demand furnish to’Lender gatisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental offitial to deliver to Lender at any time a written
statement of the taxes and assessments against the Property

Notice of Construction. Granter shall notify Lender at Ieast fiftgen (151 "days before any work is commenced, any
services are furnished, or any materials are supplied to the Propertv, _if-any mechanic's lien, materialmen's lien, or
other lien could be asserted on account of the work, services, or materlals “Grantor wifl upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvemants. -

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

Maintenance of Insurance., Grantor shall procure and maintain policies of firé insura'hce with standard extended
coverage endorsements on a replacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and ‘with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive genéralfiability insurance in such
coverage amounts as Lender may request with Trustee and Lender being named as -additiongl insureds in such
liability insurance policies. Additionally, Grantor shall maintain such other insurance, lncludmg but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably regsire.” Policies shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender and issued by a cofmpany 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 diminished without at least thirty {30} days prior written notice to Lender. Edch insurance policy also
shall include an endorsement providing that coverage in favor of Lender will not be |mpa|red in any way by any act,
omission or default of Grantor or any other person. Should the Real Property be located.in an area designated by
the Director of the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees to
obtain and maintein Federal Flood Insurance, if available, within 45 days after notice is givén:by Lendar-that the
Property is located in a special flood hazard area, for the full unpaid principal balance of the Joan ard- any priar liens
on the property sacuring the loan, up to the maximum policy limits set under the National Fiogd Insurance Prograrn
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 to the Property Lender ‘may
make proaf of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether-or.tof: Lender’s
security is impaired, Lender may, at Lender’s election, receive and retain the proceeds of any insurarice and apply -
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or the: restoratton :
and repair of the Property, If Lender elects to apply the proceeds to restoration and repair, Grantor shall repasr or-
replace the damaged or destroyed Improvements in a manner satisfactory to lender. Lender shall,~“upen ;
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable cost af
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have nhot been’
disbursed within 18Q days after their receipt and which Lender has not committed to the repair or restoration’ of :
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, then to pay accrued .
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. If Lander 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,
AR
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DEED OF TRUST
“ Loan No: 5038433-201 {Continued) Page 5

' /shall niot remove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble

¢ .-any’Personal Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor and
* Lender-dnd. make it available to Lender within three (3) days after receipt of written demand from Lender to the
+ extent.permitted by applicable law.

Add'fesses The mailing addresses of Grantor (debtor) and Lender (secured party) from which information
tanhcerning the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Codeb are as stated on the first page of this Deed of Trust.

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

Further Assuraneos At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will ealise to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, ause to be filsd, 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, flnancmg stateiments, continuation statements, instruments of further assurance, certificates, and
other documents’ as‘tnay, in the sole opinion of Lender, be necessary or desirable in order to etfectuate, complete,
perfect, continug; or preserve (1}  Grantor's abligations under the Note, this Deed of Trust, and the Related
Documents, and (2) the Ilens ‘and security interests created by this Deed of Trust as first and prior liens on the
Property, whether now owried.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.paragraph.™.

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

FULL PERFORMANCE. If Grantor pavs 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 interest iri'the Renit$ and the Persanal Property. Any recenveyance 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 recenvevance of any matters or facts shall be conciusive proof of the
truthfulness of any such matters or facts. :

EVENTS OF DEFAULT. Each of the followmg, at Lender § 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 wuth _or_to perform any other term, obligation, covenant or condition
contained in this Deed of Trust or in any of tha Related Docymegnts or to comply with or to perform any term,
ohligation, covenant or condition contained in any other agreement between Lender and Grantor,

Compliance Default. Failure to comply with any other term, oblrgatlon covenant or condition contained in this
Deed of Trust, the Note or in any of the Related Documents §

Default on Other Payments. Failure of Grantor within the t|me requured by this Deed of Trust to make any payment
for taxes or insurance, or any other payment necessary to. prevent fﬂmg of or to effect discharge of any lien.

False Statements. Any warranty, representation or staterrierii méde-.or furnlshed to Lender by Grantor or on
Grantor's hehalf under this Deed of Trust or the Related Documents-is false or misleading in any material respect,
sither now or at the time made or furnished or becomes false or misleading a1 any time thereafter.

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full force and
effect (including failure of any collateral document to create a valid and: perfected securlty interest or lien) at any
time and for any regason. . =

Death or Insolvency. The dissoiution of Grantor's (regardless of whether electlon ‘ta continue is made), any
member withdraws from the limited ligbility company, or any other termination of Grantor § existence 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 bv L) agamst Grantor

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfenture proeeedmgs, whether by judicial
progeeding, self-help, repossession or any other method, by any creditor of Grantor or'by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of any of GFantor's accounts,
including deposit accounts, with Lender. However, this Event of Default 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 forfeiture
proceeding and if Grantor gives Lender written notice of the creditor or forfeiture’ proceedlng anddeposits with
Lender monies or a surety bond for the ¢reditor or forfeiture proceeding, in an amount determmed by Lender, in its
sole discretion, as being an adequate reserve or boend for the dispute. & E =

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreemiant: between Grantor and
Lender that is not remedied within any grace period provided therein, including without hmltatlun eny agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or Iater : :

Events Affecting Guarantor. Any of the preceding events oceurs with respect to any Guerantor of any ef'the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the valldlty of o, llabllltv
undar, any Guaranty of the Indebtedness. : 3

Adversa Change. A material adverse change occurs in Grantor's financial condition, or Lender belleves the
prospect of payment or performance of the Indebtedness is impaired. - :

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is curable and if Grantor has not been given a notlee;
of a breach of the same provision of this Deed of Trust within the preceding twelve {12} months, it may be cured if
Grantor, after Lender sands written notice to Grantor demanding cure of such default: (1) cures the default within™
fiftean {15} days; or {2} if the cure requires mora than fifteen (15} days, immediately initiates steps which Lender .
deems in Lender’'s sole discretian to be sufficient to cure the default and thereafter continuss and completes. a{l'
reasonable and necessary steps sufficient to produce compliance as soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any time thereafter, y *
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5 DEED OF TRUST
Loan No: 5038433-201 (Continued) Page 7

NOTICES,: Subject to applicable law, and except for notice required or allowed by law to be given in another manner,
any. notice required to be gwen under this Deed of Trust, including without limitation any notice of default and any
fiotice” of “sale “shall be given in writing, and shall be effective when actually delivered, when actually recgived by
telefacsrrmle funless otherwise required by law), when deposited with a nationally recognized overnight courier, or, if
mailed, 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 has priority over this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of. Trust Anv party may change its address for notices under this Deed of Trust by giving formal written
notice to the other partles, specifying that the purpose of the notice is to change the party's address. For notice
purposes, Grantor agrees to keep Lender informed at alf times of Grantor's current address. Subject to applicable law,
and except forsnotice reqs.ured or allowed by law to be given in another manner, if there is more than one Grantor, any
notice given by Lénder. to any Grantor is deemed to be notige given to all Grantors.

MISCELLANEOUS PHOVISIONS The foflowing miscellaneous provisions are a part of this Deed of Trust:

Ameondments. This Deed of -Jrust, tegether with any Ralated Documents, constitutes the entire understanding and
agreement of the’ partlas as. te the matters set forth in this Deed of Trust. No alteration of or amendment to this
Deed of Trust shall be effective unless given in writing and signed by the party or parties sought to be charged or
bound by the altération’ or-amernidment.

Annual Reports. If the Prdperfy is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request, a-certified statement of net operating income feceived from the Froperty during Grantor's
previous fiscal year in“sych form and detail as Lender shall require. "Net operating mcorne sheal-mean ali cash
receipts from the Property Iess Al cash ‘expenditures made in connection with the operation of the Property

Caption Headings. Captlon headrngs in: this Deed of Trust are for convenience pulpose$ onlv and are not‘-l;o be
used to interpret or define the prowsrons of th|s Deed of Trust. x E

,;;-,:'_n . .,':"?‘..

Maerger. There shall be no merger of the ‘intérest ar estate created by this Deed oj Trust wrth any other interest oF
estate in the Property at any time- held by or for the benefit of Lender in any capacuty, without the written qonsent
of Lender.

;

Governing Law. This Deed of Trust wrll be- gcvorned by federal law applicable tn Lsnder and to tha ex’tent;;-_rmt
proompted by federal law, the laws of the State of Washington without regard ta: rts conflicts of law provrsﬁms
This Deed of Trust has bean acceptad by Lender jn the State of Washington.

o

Choice of Venue. If there is a lgwsuit, Grantor agrees upon Lender's request to submit 0, the jurl,sdmﬁon of the
courts of SKAGIT County, State of Washington,

No Waiver by Lender. Lender shall not be. deemed 1o have waived any rights under this Deed of Trust unless such
waiver is given in writlng and signed by Lendei. 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 a waiver o’r Lender's right otherwise to demand strict compliance with that
provision or any other provision of this Deed -of:Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations
as to any future transactions. Whenever the consent of Lender is:required under this Deed of Trust, the granting
of such censent by Lender in any instance shall not constitute ‘continuing consent to subseguent instances where
such consent is required and in all cases such consent may bé granted or withheld in the sole discretion of Lender.

Severability. [f 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- make the offending provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible,“the offehdlng provision shall be considered modified so
that it becomes legal, valid and enforceabls. If the offendlng ‘prowision- cannot be so meodified, it shall be
considered deleted from this Deed of Trust. Unless otherwise -fequired by law, the illegality, invalidity, or
ungnfarceability of any provision of this Deed of Trust shall not af%ect the legallt\;. validity or enforceability of any
other provision of this Deed of Trust. :

Successors and Assigns. Subject to any limitations stated in thi's Deed i)f Trust on transfar of Grantor's interest,
this Deed of Trust shall be binding upon and inure to the benefit of_the, partigs, their successars and assigns. If
ownership of the Property becomes vested in a person other than Grantorr Lendér, without notice to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or hablhty under the Indebtedness.

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

Waive Jury. All parties to this Deed of Trust hereby waive the right to
counterclaim brought by any party against any other party. (Initiaf Here

{ any action, proceeding, or

)

Woaiver of Homastead Exemption. Grantor hereby releases and waives all rights and benefltr;"'of the homestead
exemption laws of the State of Washington as to all Indebtednass secured by this: Deed of Trust

DEFINITIONS. The following capitalized words and terms shall have the following meamngs when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall miean ‘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 context may require. Words and terms not otherwise defined iR thIS Deed of Trust shali
have the meanings attributed te such terms in the Uniforrn Commercial Code; R o .

Beneficiary. The word "Beneficiary™ means PEQPLES BANK, and its successors and asmgns

Borrowser. The word "Borrower™ means BALKARAN LIMITED LIABILITY CO. (LLC) and mcludes aII Go- sugners and
co-makers signing the Note and all their successors and assigns. S

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

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

Event of Default. The words "Event of Default” mean any of the events of default set forth in this Deed’of Trust in
the events of default section of this Deed of Trust. ;

Grantor. The word "Grantor” means BALKARAN LIMITED LIABILITY CO. {LLC).

Guarantor. The word "Guarantor” means any guarantor, surety, or accommodation party of any or all of the
Indebtedness. o

Guaranty. The word "Guaranty™ means the guaranty from Guarantor to Lender, including without limitation a

oo i LT
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E DEED OF TRUST
- IT.oa'nENo: 5038433-201 (Continued) Page 9

REQUEST FOR FULL RECONVEYANCE

Tor & e o . Trustee

The undermgned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby

requested, upon payment of all sums owing 1o you, 10 reconvey without warranty, o the persons entitled thereto, the

right,; tltle and mterest now held by you under the Deed of Trust.

Date: ° Beneficiary:
By:

Its:

LASER PRO Lendlngr Ver. 5 57 ‘IO 001 Copr. Harland Financial Saolutions, Inc. 1997, 2012, All Rights Reserved. -
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