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THIS DEED OF TRUST is dated November 29, 2001, among HERITAGE CONSTRUCTION
GROUP LLC; a Washington Limited Liability Company ("Grantor"); Whidbey Island Bank,
whose mailing address is Anacortes Office, 2202 Commercial Ave., P.0. Box 320, Anacortes,
WA 98221 (referred to below sometimes as "Lender” .and sometimes as "Beneficiary"); and
Island Titie Company, whose mailing address is 31 10 Commerclal Ave., Suite 101, Anacortes,
WA 98221 (referred o below as "Trustee"), " °
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_ECONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee In frust with power of sale, right
‘pf‘eniry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to the

following describet real property, together with ail existing or subsequently erected or affixed buildings, |mprovements and
fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with'ditch or inigation rights); and &ll other rights, royalties, and profits relating to the real property, including without limitation
all minerals, of, gas, gecthermal and similar matiers, (the "Real Properg/ located in SKAGIT County, State

of Washington:

Lois 171 through 14, Block 33, Map of the City of Anacortes, according to the plat thereof
reoorded in Volume 2 of plats, pages 4 through 7, records of Skagit County, Washington

Excepting thorefr_orr__r

The South 28 feet of Lots 11-14
The East 10 feet of. Lot 14
The North 4 feet of Lots 11-14

Situated in Skaq_itf“c;ot'__;!ﬂv;“‘Wgshington.

The Real Property or |ts 'addreés is commonly known as 411 "O" AVE., ANACORTES, WA
98211. The Real Property tax |dentaf|cat|on number is 3772-033-015-0004

Grantor hereby assigns as security. io Lsnder. all of Grantor's right, titie, and interest in and fo all leases, Rents, and profits of
tha Property. This asslgnment is recorded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfacted and choate upon the recording of this Deed of Trust. Lender grants to Grantor a license to collact
the Rents and profits, which license may. bo revoked at Lendar‘s option and shall be automatically revoked upon acceleration
of all or part of the indebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PFIOPERTY 1S GIVEN TO SECURE. (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST 1S GIVEN. AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as otherwrse provided in this Desed of Trust, Grantor shell pay to Lender all
amounts secured by this Deed of Trust as they bacome due, and shall strictly and in a timely manner perform all of Grantor's
obligations under the Nots, this Deed of Trust, and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPEFIT’{ Grantor agroes that Grantor's possession and use of theProperty
shall be governed by the following provisions:

Possession and Use. Unfil the occurrence of an Event of Derault Granror may (1} remain in possession and control of
the Properly; (2) use, operale or manage the Property; and.{3) cdllegt the Rents from the Property (this privilege is a
license from Lender to Grantor autematically revoked upon default) The following provisions relate to the use of the
Proparty or to other limitations on the Property. The Real Property is"'not used principally for agricultural purposes.

Duty to Maidain. Grantor shall maintain the Property“in tenantable condmon and promplly perform all repairs,
replacemants, and maintenance necessary to preserve its value.” :

Compiiance With Environmental Laws. Grantor rapresenis and warrants ro Lender that: (1) During the pericd of
Grantor’s ownership of the Property, there has been no use, generation, marufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by ary person on, under, about or from the Property; (2)
Grantor has no knowledge of, or reason to believe that there ‘has. been, ‘except as previously disclosed to and
acknowledged by Lender in writing, (a) any breach or viclalion of any EnvironméntalLaws, (b) any use, generation,
manufacture, storage, treatment, disposal, release or threatened release ‘of any Hazardous Substance on, under, about
or from the Property by any prior owners or occupants of the Property, or (¢) any actual or threatened litigation or
claims of any kind by any person relating to such matters; and {3) Except as previously disciosed to and acknowlodged
by Lender in writing, (a} neither Grantor nor any tenant, coniracter, agent or other authorized user of the Property shall
use, generate, manufacture, store, freat, dispose of or release any Hazardous Substance o, under, about or from the
Property; and (b) any such aclivity shall be conducted in compliance wiih all applicable fegeral, state, and local laws,
regulations and ordinances, Including without limhation ali Environmental Laws. Grantor authorizes Lender and its
agents to enter upon the Property to make such inspections and tosts, at Grantor's expense, as Lender may deem
appropriate to determine compliance of the Property with this section of the Deed of Trust. _Any-inspections or tests
made by Lender shall be for Lender’s purposes only and shall not be construed to create any rosponsrbllrly or ligbility on
the part of Lender to Grantor or o any other person. The representations and warranties contained herain are based on
Grantor's due diligence in investigating the Property for Hazardous Substances. Grantor hergby (1) releases and
waives any future claims against Lander for indemnity or contribution in the event Grantor becomes fiable for cleanup or
other costs under any such laws; and (2) agrees to indemnify and hold harmiess Lender-against dny and all claims,
losses, liabilities, damages, penalties, and expensas which Lender may directly or indirectly sustain or suffar resutting
from a breach of this section of the Deed of Trust or as a consequence of any use, generatlon, manufacture, storage,
disposal, release or thraatened release occurring prior to Grantor's ownership or interest in the Property, whsther or not
the same was or should have been known to Grantor. The provisions of this section of the Dead ofTrust, |nclud|ng the
obligation to indemnify, shall survive the payment of the Indebtedness and the safisfaction and reconveyance of tha lien
of this Deed of Trust and shall not be affected by Lender's acquisition of any interest in the Property whether by
foreclosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any uisance nor commit, permit, or suffe‘r any stnpprng af.
or waste on or to the Property or any portion of the Property. Without limiting the generality of the foregding, Grantor.will ©
not remove, or grant to any other parly the right to remove, any timber, minerals (including oil and gas), coal oiay,
scoria, soil, gravel or rock products without Lender's prior written consent. :

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Proparty wrthout i
Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require Grantor to make"" A

arrangements safisfactory to Lender to replace such Improvemants with Improvemants of at least equal value.

Lender's Right %o Enter. Lender and Lender’s agents and representatives may enter upon the Real Property"-a_tféi'l
reasonabla timas to aftend to Lender's interests and to inspect the Real Property for purposes of Grantor's compliance
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- Compliance with Governmentai Reguirements. Grantor shall promptly compty, and shall promptly cause compliance
7 “by-all agents, tenants or other persons or entilies of every nature whatsoaver who rent, lease or otherwise use or occupy
: /.Ahe. Property in any manner, with all laws, crdinances, and regulations, now or hereafter in effect, of all governmental
© 7 aiithorifies, applicable to the use or occupancy of the Property, including without limitation, the Americans With Disabilities
. Agk” Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during any
proceedlng, including appropriate appeals, so long as Grantor has notified Lender in writing prior to domg s0 and s0
fong as, in Lender’s sole opinion, Lender’s interests in the Property are not jecpardized. Lender may require Grantor to
:;post adequate security or a sursty bond, reasonably satisfactory to Lendsr, to protect Lender’s interest.

Duty to Protecl [Grantor agrees neither to abandon or leave unatiended the Property. Granior shall do all other acts, in
adgition to lhose acls set forth above in this section, which from the character and use of the Property are reasonably
necessary to prolect and preserva the Property.

DUE ON SALE CONSENT BY LENDER. lender may, at Lender's option, (A) declare immediately due and payakle all
sums securad by this Desd: of Trust or (B) increase the interest rate provided for in the Note or other document evidencing
the Indebtedniess and impose such other conditions as Lender deems appropriate, upon the sale or transfer, without Lender's
prior written consent, of alFor any. part of the Real Property, or any inferest in the Real Property. A "sale or transfer” means the
conveyance of Real Property ofany right, litke or interest in the Real Property; whether legal, beneficial or equitable; whether
voluntary or involuntary, whether by oulright sale, deed, installment sale contracl, land contract, contract for deed, leasehoid
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 trustholding titie to the Real Property, or by any other method of conveyance of an interest in the
Real Property. If any Grantor is-a corporafion, partnership or limited Hability company, transfer also includes any change in
ownership of more than twenty—five percent (256%) of the voling stock, partnership interests or limited 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 faderal law or:by Washmgton Iaw

TAXES AND LIENS. The foliow;mg provisions relating to the taxes and fiens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay: when due"(and in all evenis prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines'and impaositions levied against or on account of the Property, and shall pay
when due all claims for work. gone on-or.for services rendered or material furnished to the Property. Grantor shali
maintain 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 of taxes and asséssments not due except for the Existing Indebtedness referred to below, and except
as otherwise provided in this Deed of Trust. - :

Right fo Contesi. Grantor may withhold- payment of any tax, assessmant, or claim in connection with a good faith
dispute over the obligation to pay, s6-1ong as‘Lefdesr’s interest in the Properly is not jeopardized. if & 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 filad, within fiflesn
{15) days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond’ or“other securily 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 lian. in any contest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. Grantor shalf name Lender as an additionat obligee under any surety bond furnished
in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish lo Lender satisfactory evidence of payment of the taxes or
assassments and shall authorize the appropriate governmental oﬂchaI to deliver to Lender at any time a wrilten statement
of the taxes and assessments against the Property. O

Notice of Construction. Grantor shall notify Lender af Ieasl 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 fien, or cther
lien could be asserted on account of the work, services, or 'materials. Grantor wilt 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 following provisions ralatmg 10 msunng the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain .policies of f_ire insurance with standard extended
coverage endorsements on a replacement basis for the full insuratle vaiue govering all Improvements on the Real
Proparty in an amount sufficient to avoid application of any coinsurarice clause; and-with a standard mortgagee clause in
favor of Lender. Grantor shall also procure and maintain comprehensive general. ligbility insurance in such coverage
amounts as Lender may request with Trustee and Lender being named as addifionat insureds in such liability insurance
policies. Additionally, Grantor shall maintain such other insurance, inclyding but not: limited to hazard, business
interruption, and boiler insurance, as Lender may reasongbly require. Policies shall be written in form, amounts,
coverages and basis reasonably acceptable to Lender and issusd by a company or companigs reasonably accepiable to
Lender. Grantor, upon request of Lender, will deliver to Lender from time to timé‘the policies or certificates of insurance
in form satisfactory to Lender, including stipulations that coverages will not be cancelled or diminished without at least
ten (10) days prior written nolice to Lender. Each insurance policy also shall include afl endorsement providing that
coverage in favor of Lender will not be impaired in any way by any act, omission: or-default of Granter or any other
person. Should the Real Property be located in an area designated by the Director of‘the Federal Emergancy
Wanagement Agency as a special flood hazard area, Grantor agrees o obtain and mgintain Federal.Flood Insurance, if
available, within 45 days after notice is given by Lender that the Properly is located In & special flood hazard area, for the
full unpaid principal balance of the loan and any prior liens on the property securing the loan, up to.the:‘maximurn policy
limits set under the National Flood Insurance Program, or as otherwise required by Lender and to malntaln such
insurance for the tarm of the loan.

Application of Proceeds. Grantor shall promptly nofify Lender of any loss or damage to tha F'roperty i the estimated
cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails. to do’so within,fifteen
{15) days of the casualty. Whether or not Lender's securily is impaired, Lender may, at Lender's glaction, receive and
refain the proceeds of any insurance and apply the proceeds to the reduction of the Indebtedness, payment of any. lien
affecting the Property, or the restoration and repair of the Property. |f Lender elects to apply the proceeds to restoration
and repair, Grantor shall repair or replace the damaged or destroyed Improvements in a manner salrsfactory to'Lerider.

Lender shafl, upon safisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the.
reasonable cost of repair or restoration if Grantor is niot in default under this Deed of Trust. Any proceeds which have ™
not been disbursed within 180 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 ramainder, if any, shall be applied to the principal balance of the indebtedness. If Lender holds any’

proceeds after payment in fuf! of the Indebtedness, such proceeds shall be paid without interest to Grantor as: Grantors E

interests may appear.

Unexpired Insurance at Sale. Any unexpired insurance shail inure to the benefit of, and pass to, the purchaser of the“"m
Property covered by this Deed of Trust at any trustese’s sale or other sale held under the provisions of this Deed of Trust,

b
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‘or af*ény foreclosure sale of such Property.

R _.--“Compllance with Existing Indebiedness. During the period in which any Existing Indebtedness described below is in

_effect; compliance with the insurance provisions contained in the instrument svidencing such Existing indebtednass shall

- constitute compliance with the insurance provisions under this Deed of Trust, to the extent compliance with the terms of

this.Oeed of Trust would constitute a duplication of insurance requirement. If any proceeds from the insurance become

payable on foss, the provisions in this Deed of Trust for division of proceeds shall apply only to that porfion of the
‘proceeds neot payable to the holder of the Exisling Indebtedness.

Grantor’s Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shali furnish to
Lender a.répert on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; (3)
the amodunt.of the policy; (4) the property insured, the then current replacement value of such property, and the manner
of determining that value; and (5) the expiration date of the policy. Grantor shall, upan request of Lender, have an
independerit appraisar: satlsfaclory to Lender determine the cash value replacement cost of the Property.

LENDER’S EXPENDITURES. It any action or proceeding is commenced that would materially affect Lender's interest in the
Property or If Grantor fails to-comply with any provision of this Deed of Trust or any Related Documents, including but not
limited to Grantor’s fallire o comply with any obligation fo maintain Existing Indebfadness in good standing as required
below, or to discharge or pay-when.due any amounts Grantor is required to discharge or pay under this Deed of Trust or any
Related Documents,.Lender. on Granior’s behalf may (but shall not be obligated to) take any action that Lender deems
appropriate, including but ngt'limited fo discharging or paylng all taxes, liens, security intergsts, engumbrances and other
claims, at any time levied or placed on the Property and paying all costs for insuring, maintaining and preserving the Property.
All such expenditures incurred or paid by-Lender for such purposes will then 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
indebledness and, at Lender’s oplion; will~.(A) be payable on demand; {B) be added to the balance of the Note and be
epportioned among and be payable with any inslaliment payments fo become due during either (1) the ferm of any
applicable insurance palicy; or (2). the remaining term of the Note; or (C) be treated as a balloon payment which will be due
and payabio 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: 1o which’ Lender may be entitied upon Default.

WARRANTY; DEFENSE OF TITLE. The followmg provisions relating to ownership of the Property are a part of this Deed of
Trust:

Title. Grantor warrants that: (a) Gran#or hofds good and marketable title of record to the Properly in fee simple, free
and ciear of all liens and encumbrances other than those set forth in the Real Property description or in the Existing
Indebtednass section below or in any-title:ingurance policy, fitle report, or final title opinion issued in favor of, and
accepted by, Lender in connection with this Deed of Trust and (b) Granlor has the full right, power, and authority to
execute and deliver this Deed of Trust to Lender S

Defense of Title. Subject fo the exception.ir the. paragraph above, Grantor warrants and will forever defend the fitle to
the Property against the lawful claims of all persons,- In the event any action or proceeding is commenced that questions
Grantor's Hile or the interes! of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor may be the nominal party:in'such proceeding, but Lender shall be entited to participate in the
proceeding and to be represented in the proceeding by counsel of Lender's own choice, and Grantor will defiver, or
cause to be delivered, to Lender such instruments ‘as'Lender may réguest from time to time to permit such participation.

Compliance With Laws. Grantor warrants that lhe'Property and'_Grah[or's use of the Property complies with all existing
applicable laws, ordinances, and regulations of governmental aythorities.

Survival of Representations and Warranties. Al representations, warranties, and agreements made by Grantor in this
Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and shall
remain in full force and effect until such time as Grantor’s Indebtedness shall be paid in full.

EXISTING INDEBTEDNESS. The following provisions concerning Ex\stsng}nqebtedness are a part of this Deed of Trus!:

Existing Lien. The lien of this Deed of Trust securing the Indebtedness may:be secondary and inferior fo an existing
lien. Grantor expressly covenants and agrees to pay, or see {o the payment of, the Existing indebtedness and to prevent
any default on such indebtedness, any default under the |nstruments e\ndencmg such indebtedness, or any default
undaer any security documents for such indebledness.

No Madlification. Grantor shall not enter into any agreement with the holdsr of any mcﬁgage, deed of trust, or other
sacurity agreement which has priority over this Deed of Trust by which that agreement’is modified, amended, extended,
or renewed without the prior written consent of Lender. Grantor shall neither. fequest nor accapt any future advances
under any such security agreement without the prior written consent of Lender. ? '

CONDEMNATION. The following provisions relating to condsmnation proceedmgs arga part of th'.s Deed of Trust:

Proceedings. If any proceeding in condemnation is filad, Grantor shall promplly. notify. Lender in writing, and Granlor
shall promptly take such steps as may be necessary to defend the action and obtain the‘award. Grantor may bs the
nominal party in such proceeding, but Lender shall be entitied to participate in the proceeding and to be represented in
the procesding by counsel of its own choice all at Grantor’s expense, and Grantor will deliver or-cause to be delivered to
Lender such instruments and documentation as may be requesied by Lender lrom tima 1o trme to permit such
participation.

Application of Net Proceeds. If all or any part of the Property is condemned by emment domam proceedlngs or by any
proceading or purchase in lieu of condemnation, Lender may at its election require that alf or-any portion. of the net
proceeds of the award be applied to the Indebtedness or the repair or restoration of the Property. The.riet proceeds of
the award shall mean the award after payment of all reasonable costs, expenses, and attorneys’ fees mcurred by Trustee
or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The foIIowsng provismns relahng to
govarnmental taxes, fees and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Granior shall exacute such ducuments in addmon to this
Deed of Trust and take whalever other action is requested by Lender to perfact and confinue Lender’s lién on.the Réal
Property. Grantor shall reimburse Lender for all faxes, as described below, together with all experises incumed in .
recording, perfecting or continuing this Deed of Trusl, including without limitation alt taxes, fees, documentary stamps,.
and other charges for recording or registering this Dead of Trust.

Taxes. The tollowing shalt constitute taxes to which this section applies: (1) a specific tax upon this type of Deed of-"x

Trust or upon all or any part of the Indebledness secured by this Deed of Trust; (2) a specific tax on Grantor which .-

Grantor is autherized or reguired to deduct from payments on the Indebtedness secured by this type of Deed of Trust;® -~
(3) a tax on this type of Deed of Trust chargeable against the Lender or the holder of the Note; and (4) a speclflc tax
on all or any portion of the indebtedness or on payments of principal and interest made by Grantor.

Subsequent Taxes. If any tax to which this section applies is gnacted subsequent to the date of this Deed of Trust, thrs
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; event shaﬂ have ihe sarme effect as an Event of Default, and Lender may exerciss any or all of its available remedies for
¢ ‘~an‘Evant of Default as provided below uniess Grantor either (f) pays the tax before it becomes delinquent, or (2)
_contests“the tax as provided above in the Taxes and Liens section and deposits with Lender cash or a sufficient

“ corporate surety bond or other security satisfactory to Lender.

SECURIT Y AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a security
agreernent area paﬂ of this Deed of Trust:

Secumy Agreement This instrument shall constitute a Security Agreement fo the extent any of the Property constitutes
fiturgs, and Lender shalt have all of the rights of a secured party under the Uniform Commercial Code as amended from
timéto hme B

Security. !meresl Upen request by Lender, Grantor shall execute financing statements and ieke whatever other action
is requested by Lender fo perfect and continue Lender’s security interest in the Rents and Personal Property. In addition
to recording this. Deed of Trust in the real property records, Lender may, at any time and without further autharization
from Grantor, file execited counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor
shail reimburse Lender-for-all. expenses incurred in perfecting or continuing this security interest. Upon default, Grantor
shall not remove; sever. or detach the Personal Property from the Property. Upon default, Grantor shall assemble any
Personal Proparty not affixed:to the Property in @ manner and at a place reasonably convenient to Grantor and Lender
and make it avdilable to Lender w;thm three (3) days after receipt of written demand frum tender to the extent permitted
by applicable law. )

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) from which information concerning
the security interest granted by this Dead of Trust may be obtainad (each as required by the Uniform Commergial Gode)
are as stated on the first’ page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY—IN-FACT The following provisions reialing to further assurances and
attorney-in—fact are a part of this Deed of Trust

Further Assurances. At any tima, and: from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, ‘exeduted or delivered, to Lender or to Lender's designee, and when requested 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 al such morigages, deeds of trust, sacurity deeds, security
agreements, financing statemants; < continuation.: stalements instruments of further assurance, certificates, and other
documents as may, in the sole opinitn of. L#nder; be necessary or desirable in order to effectuate, complete, perfect,
continue, or preserve (1) Grantor's obligafions under ihe Note, this Deed of Trust, and the Relaled Documents, and (2)
the lisns and securily interests created by this Deed of Trust on the Property, whether now owned or hereafter acquired
by Grantor. Unless prohibited by law or Lender agrees 1o the contrary in writing, Grantor shall reimburse Lender for all
costs and expenses incurred in connection: waih the-matters referred to in this paragraph.

Attorney-in-Facl. ¥ Grantor fails to do any of the (hmgs referred to in the preceding paragraph, Lender may do so for
and in the name of Grantor and at Grantor's &xpense. 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 alt other things
as may be necessary or desirable, in Lender's sole opinion, to accomplnsh the matters referred to in the preceding
paragraph.

FULL PERFORMANCE. If Grantor pays all the Indebtednees when due. and otherwise performs all the obligations imposed
upon Grantor under this Deed of Trust, Lender shall execute and dgitver tp 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 in the Rents and the Personal Property. Any ‘reconveyﬁnce feg shall be paid by Grantor, if permitted by
applicable law. The grantee in any reconveyance may be desgribed as the "person or persons legally enlitied thereto™, and
the recitals in the reconveyance of any matters or facts shall be: concluswe proof of the truthfuiness of any such matters or
facts.

EVENTS OF DEFALLT. Each of the following, at Lender's option, shall consmute an Event of Default under this Deed of
Trust:

Payment Defaull. Grantor fails to make any payment when due un"de'r the Indebtedn&ss

Other Defaulls. Grantor fails to comply with or to perform any other term, ubhga‘non ‘covenant or condition contained in
this Deed of Trust or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or
condition contained in any other agreement between Lender and Grantor.

Compliance Default. Failure to comply with any other term, obligation, covenant or condmnn contained in this Deed of
Trust, the Nofe or in any of the Related Documents. If such a failure is curable and if<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) it Grantor, after Lender sends writtén-notice-demanding cure of such failure:
(a} cures the failure within fifteen (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 compietes all reasonable and neoessary steps sufficient
to produce compliance as soon as reasonably practical. -

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

Environmental Default. Failure of any party to comply with or perform when due any term, ablngahon convenan: or
condition ¢contained in any environmental agreement executad in connection with the Property

False Statements. Any warranty, representation or 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 elther now or at
the time made or furnished or becomss false or misleading at any time thereafter.

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in. fu|| force and effect
{including failure of any collateral document to create a valid and perfected security interest or lien) at any t{me and for
any reason.

Death or Insolvency. The dissolution of Grantor's (regardless of whether election to continue is made), any member
withdraws from the limited liability company, or any cther termination of Granfor's 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, anyj’
assignment for the benefit of creditors, any type of creditor workout, or the commencement af any proceedlng undar any‘
bankruptcy or insolvency laws by or against Grantor,

Creditor or Forfeiture Prooeedlngs Commencement of foreclosure or forfeiture proceedings, whether by judlclﬂl o
proceeding, self-help, repossession or any other mathod, by any creditor of Grantor or by any governmental agency”
against any property securing the Indebtedness. This includes a garnishment of any of Granlor'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 1o the validity or reasonablensss of the claim which is T tes ~endibar ne fndaiture proceeding and if Grantor

A
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RIGHTS AND REMEDIES ON DEFAu.T
Trusies or Lender may exercisa any ong: or more of Ihe followmg rights and remedies:

s -:gwes Lender written notice of the creditor or forfsiture proceeding and deposils with Lender monies or a surety bond for
" fhe creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discrefion, as being an adequate
~ rgsénve or bond for the disputa.

Breach of Other Agreemeni. Any breach by Grantor under the terms of any other agreement between Grantor and

‘Lander that is not remedied within any grace period provided therein, including without Emitation any agreement
i concering any indebtadness or other obligation of Grantor to Lender, whether existing now or (ater.

Events-Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, endorser, surety, or
accommodation party of any of the Indebtedness or any guarantor, endorser, surety, or accommaodation party dies or
becomes [ncomipetent, or revokes or disputes the validity of, or liabiiity under, any Guaranty of the Indebtedness. In the
event of‘a_death, Lender, at its option, may, but shall not be requirad o, permit the guarantor’s eslale to assume
uncondlﬂonally Iho obilgahons arising under the guaranty in a manner satlsfactory to Lender, and, in doing so, ¢ure any
Event of Default. :

Adverse CIlmge A rnatanal adverse change occours in Grantor's financial condition, or Lender belisves the prospect of
payment or performance ot the Indebledness is impaired.

insecurity. Lendar i good fa;th believes itself insecure.

Existing Indebtednees “The' payment of any instaliment of principal or any interest on tha Existing Indebtedness is not
made within the time required by the promlssory note evidencing such indebtedness, or a default occurs under the
instrument securlng such indebledness and is not cured during any applicable grace period in such instrument, or any
suit or cther action is: commenced to ioreclose any existing lien on the Property.

Right to Cure. If such a iaiiure is curabie and if Grantor has not been given a notice of a breach of tha same provision
of this Dead of Trust within: the precading twelve (12) months, it may be cured (and no Event of Default will have
occurred) if Grantor, afler Lender sends‘written nolice demanding cure of such failure: (&) cures the failure within fiftean
(15) days; or (b} if the cure requires morg than fiftean (15) days, immediately iniliates steps sufficient to cure the failure
and thereafter continues and completes a!l réasonable and necessary steps sufficient to produce compliance as soon as
reasonably practical.

If an Event of Default ocours under this Deed of Trust, at any time thereafter,

Election of Remedies. Elaction by E.ender tc pursue any remedy shall not exciude pursuit of any other remedy, and an
elsction to make expenditures or to take action to perform an obligation of Grantor under this Deed of Trust, after
Grantor’s failure to perform, shall nol affect Lender 1 nght 1o declare a default and exercise its remedies.

Accelerate Indebledness. Lender shall have the. nght at its option to declare the entire Indebledness immediately due
and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. With raspect to all or any part ot the Real Property, the Trustes shall have the right to exercise its power of
sale and o foraclose by notice and sale, and-L.ender shall have the right to foreciose by judicial foreclosure, in either
case in accordance with and to the full extent pmweied by appllcable law.

UCC Remedles. With respect to all or any part of the Plrsonai Property, 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 notlce to Grantur 1o take possession of and manage the Property
and collect the Rents, including amounts past due and.unpaid, and “apply the net proceads, over and above Lender's
costs, against the indebtedness. in furtherance of this rdght,:Lender'may require any lenant or other user of the Property
to make payments of rent or use fees directly io Lender. If the Rents are collected by Lender, then Grantor irrevocably
designates Lender as Grantor's attorney-in—fact to endorse-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 oblngahons for which the payments are made, whether or not any proper grounds
for the demand existed. Lender may exercise its rights under this subparagraph elther in person, by agsent, or through a
receiver,

Appoint Receiver. Lender shall have the right to have a receiver appumted to take. possession of alf or any part of the
Property, with the power to prolect and preserve the Property, to operate thé Property preceding or pending fareclosure -
or sale, and to collect the Rents from the Property and apply the proceeds, gver-and above the cost of the receivership,
against the Indebledness. The receiver may serve without bond if permitted by law. Lender’s right to the appointment
of a receiver shall exist whether or not the apparent value of the Properiy excoeds the Jndebtednass by a substantial
amount. Employment by Lender shall not disqualify a person from serving és a recelver

Tenancy at Sufferance. If Grantor remains in possession of the Property after.the Property is-$old as provided above or
Lender ofherwise becomes entitied to possession of the Property upon defaiilt of Granfor, Granior shall become a
tenant at sufferance of Lender or the purchaser of the Properly and shall, at Lender's option, either (1) pay a
reasonable rental for the use of the Property, or (2) vacate the Propery immediately‘"u;ion the demand of Lender.

Other Remedies. Trustee or Lender shall have any other right or remady prowded in thls Daed of Trust or the Note or
by law.

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any publlc sala of the Personal
Property or of the time after which any prlvate sale or other intended disposition of the Personal-Proparty is-to be made.
Reasonable notice shall mean notice given at least ten (10) days before the time of the sale.or dlspOSlﬁDn Any sale of
Personal Property may be made in conjunction with any sale of the Real Property.

Sale of the Properly. To the extent parmitted by applicable law, Grantor hereby waives any and all nghts to have the
Property marshalled. In exarclsmg its rights and ramedies, the Trustee or Lender shall be free to sellall-or any part of the
Property togather or separately, in one sala or by separate sales. Lender shall be entifled to bid at any publlc sale on a!l
ar any podion of the Property.

Attorneys’ Fees; Expenses. If Lender insfifufes any suit or acfion fo enforce any of the terms of ﬂ’IIS Deed of Trust_
Lender shall be anfitied 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 necessary at any time for the protection of its infterest-or the-
enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear interest at the-Note

rate from the date of the expenditure until repaid. Expenses covered by fhis paragraph include, without. limitation,

howsver subject to any limits under applicable law, Lender’s attorneys’ fees and Lender's legal expenses, whether of not™ .~
there Is a lawsuit, including attorneys’ fees and expenses for bankrupicy proceedings (including efforts to modify or =

vacale any automatic stay or injunction), appeals, and any anticipated past—]udgment collection services, the cost .of
searching records, obtaining lile reports (Including foreclosure reports), surveyors' reports, and appraisal fees; title

insurance, and fees for the Trustee, to the extent permitted by applicable law. Grantor aiso will pay any court costs, in

addition to all other sums provided by I~

T
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nghls of Trustee. Trustes shall have all of the rights and duties of Lender as set forth in this section,

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obligations of Trustee
(pursuant ro Lenders |ns!rucllons) are part of this Deed of Trust:

Powers of ‘Trustee. In addition fo all powers of Trustee arising as a matter of law, Trustee shall have the power to take
the following actions with respect to the Property upon the written request of Lender and Grantor: (&) join in preparing
‘and filing a‘map or plat of the Real Property, including the dedication of streets or other rights to the public; (b} join in
granting siny-easement or creating any restriction on the Real Property; and (€) join in any subordination or other
agreement affechng this Deed of Trust or the interest of Lender under this Deed of Trust.

Obllgations 1o, Noill'y Trustee shall not be obligated to notify any other party of a pending sale under any other trust
deed or lien,-or-of anyaction or proceeding in which Grantor, Lender, or Trustee shall be a party, unless required by
applrcabka law, or unless the action or proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law. in addilion to the rights and
remedies set forth above, with respect to all or any part of the Property, the Trustea shall have the right to foreclose by
notice and sale, ard Lénder. shall have the right to foreclose by judicial foreclosure, in either case in accordance with and
to the full extent provided by applicable law.

Successor Trustee. Lerider, &t"Lender's option, may from lime to time appoint & successor Trustee to any Trustee
appointed under this Deed .of Trust by an instrument executed and acknowledged by Lender and recorded in the office
of the recorder of SKAGIT County, Stale of Washington. The instrument shall contain, in addition lo all other matters
required by stale law, the names of the original Lender, Trustee, and Grantor, the book and page or the Auditor's File
Number where this Deed of Trustis recorded, and the name and address of the successor trustes, and the instrument
shall be executed and acknowledged by Lender or its successors in interest. The successor trustee, without conveyance
of the Property, shall succeed to all the titte, power, and duties conferred upon the Trustee in this Deed of Trust and by
applicable law. This procedura for substltuhon of Trustee shall govern to the exclusion of all other provisions for
substitution.

NOTICES. Subject to appilcable Iaw, and except for notice 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, whaen actually received by telefacsimile (unless
otherwise required by law), when deposrled with"a nationally recognized overnight courier, or, if mailed, when deposited in
the United States mail, as first class, certified or.régistered mail postage prepaid, diracted to the addresses shown near the
beginning of this Deed of Trust. All copies of naoticas;of foreclosure from the halder 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. Any party may change its
address for nolices under this Deed of Trust by giving formal written notice to 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:faw,-and-except for notice required or allowed by iaw to be given in anather
manner, if there is more than one Grantor, any nahca given by Lender to any Grantor is deemed o be nofice given to all
Grantors

MISCELLANEQUS PROVISIONS. The following mlscellaneous provisions are & part of this Deed of Trust:

Amendments. This Deed of Trust, together wrth 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 unless given in writing and srgned by ‘Ehe par'ry nr par‘has sought to be charged or bound by the
alteration or amendment.

Annual Reports. If the Property is used for purposes other than Granror's rasidence, 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 detail as Lender shall require. "Net-opersting income" shall mean all cash receipts from the
Property less all cash expenditures made in connection with the operation’of the Property

Caption Headings. Captron headings in this Desd of Trust are for convenrenoe 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 interest or estate created by this Deed of Trust with any other inferest or estate
in the Property at any time held by or for the benefit of Lender in any capacity; without the written consent of Lander.

Gioverning Law. This Deed of Trust wil} be governed by, construed and entorced in accordance with federal law
and the laws of the Stale of Washington. This Deed of Trust has been accepted by Lender in the State of
Washington.

Cholce of Venue. if there is a lawsuit, Grantor agrees upon Lender's request ro submrt to the jurrsdrchon of the courts of
Skagit County, State of Washington.

No Waiver by Lender. Lender shall not be desmed to have waived any nghrs under lhrs Deed of Trust unless such
waiver Is given In writing and signed by Lender. No delay or omission on the part of Lender in exérgising any right shall
operate as a waiver of such right or any other right. A waiver by Lender of a provision of thi$ Deed of Trust shall not
prejudice or constitute a waiver of 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‘Lendér and Grantor, shall
constitute a waiver of any of Lender’s rights or of any of Grantor's obligations as to any fufure fransactions. Whenever
the consent of Lender is required under this Deed of Trust, the granting of such consent by Lenderin.any instance shall
nof constitute continuing consent o subsequent instances where such consent is required and m aII cases such consent
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 lo-be rllegal invalid, or
unenforceable as to any circumstance, that finding shall not make the offending provision-iliegal, invalid, or
unenforceable as to any other circumstance. If teasible, the offending provision shall be considered.modified.so that it
becomes legal, valid and enforceable. If the offending provision cannot be so modified, #t shall bé considered déleted
from this Deed of Trust. Uniess otherwise required by law, the illegality, invalidity, or unenforceability of any provrsron of
this Deed of Trust shall not affect the legality, validity or enforceability of any other provision of this Deed of Trust

Successors and Assigns. Subjsct to any fimitations stated in this Deed of Trust on transfer of Grantors rnterest rms :
Deed of Trust shalt 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 Granlor, may deal with Grantoe's: ;
successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or exrensren without =
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebledness.

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

Walver of Homestead Exemption. Grantor hereby releases and waives all ngh!s and benefits of the homestead
examption laws of the State of Washinglon as to all Indebtedness secured by this Deed of Trust.

T
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DHHNITIONS The following capitalized words and terms shall have the following meanings when used in this Dead of Trust.
‘Uniless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful meney 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. reguire. Words and terms not otherwise defined in this Dead of Trust shall have the meanings attributed to
such terms in the Umform Commercial Code:

':}Beneﬁclary The word "Beneficiary” means Whidbay Istand Bank, and its successors and assigns.

Borrower. The-word "Bomower” means HERITAGE CONSTRUCTION GROUP LLC, and all other persons and entities
signing. the Note in whatever capacity.

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

Default. The word "Defauit" means the Default set forth in this Daed of Trust in the section titled Default”.

Environmental Laws. The words "Environmenta! Laws" mean any and all state, federal and iocal statutes, regulations
and ordinances re!ahng to “tha protection of human heatth or the environment, including without limitation the
Comprehensive Ervirpnmental Response, Compansation, and Liabliity Act of 1980, as amended, 42 U.S.C. Section
9601, ot seq. ("CERCLA", the .Superfund Amendments and Reauthorization Act of 1988, Pub, L. No. 99439 ["SARA"),
the Hazardous Materials Tranéporiation Act, 49 U.8.C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 U.S.C. Section 6901 ot seq or other applicable state or federai laws, rules, or regulations adopted pursuant
thereto.

Event of Defaull. The words "Evanl of Defautl” mean any of the events of default set forth in this Deed of Trust in the
avents of defaull section of thls Deed of Trust.

Existing Indebtedness. The words- "Existmg Indebtedness™ mean the indebledness described in the Existing Liens
provision of this Deed of Trust.

Grantor. The word "Grantor” means HEHITAGE CONSTRUCTION GROUP LLC.

Guaranty. The word "Guaranty" . means the guaranty from guarantor, endorser, sursty, or accommodation party to
Lender, including without limitation a guaranly ofall.or part of tha Note.

Hazardous Subsiances. The words "Hazardnus Substances” mean materials that, because of their quantity,
concentration or physical, chemical gr.infacticus characteristics, may cause or pose a present or potential hazard to
human health or the environment when improperly used, freated, stored, disposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substances” are used in their very broadest sense and
inctude without limitation any and all hazardous or foiic 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-products or any fraction thereaof and asbestos. -

Improvements. The word "Improvements” means all existing and future improvements, buildings, structures, mobile
homes affixed on the Real Property, facilifies, additigns, replacements and other consiruction on the Real Property.

Indebtedness. The word "Indebtedness™ means sl principal, interest, and other amounts, cosis and expenses payable
under tha Note or Related Documents, together with all renawals..of, exiansions of, modifications of, consolidations of
&nd substitutions for the Note or Related Documents and ary amotnts expanded or advanced by Lender to discharge
Grantor’s obligations or expenses incurred by Trustee or Lender td: enforce Grantor's obligations under this Deed of
Trust, together with interest on such amounts as provlded in'this Deed of Trust.

Lender. The word "Lander” means Whidbey siand Bank, ﬁs suocessors and assigns.

Nole. The word "Note” means the promissory note dated November 29, 2001, in the original principal
amount of $95,000.00 from Grantor to Lander, together with_all Teénewals of, extensions of, modifications of,
refinancings of, consolidations of, and substitutions for the promissery:note or agreemant

Personal Property. The words "Personal Property” mean all aqulprnent, fixtures; and other articles ot personal property
now or hersafter owned by Grantor, and now or hersafter attached. or affixed to the Reel Property; togaether with all
accessions, parts, and additions to, all replacements of, and all substitutions for, any-of such property; and together with
all issues and profits thereon and proceeds (including without limitation-a i msurance procasds and refunds of premiums)
from any sale or other disposition of the Property.

Property. The word "Property” means collectively tha Real Property and the; Personal Properiy

Real Property. The words "Real Property” mean the real propesty, interests and nghls as iudher described in this Deed
of Trust.

Related Documenis. The words "Related Documents™ mean all promissory notes credut agreemenls loan agreemants,
environmental agresments, guaranties, security agresments, morigages, deeds of trust, securily deeds, collateral
mortgages, and all other instruments, agreements and documents, whether now or hereaﬂar exlstlng, executed in
connection with the Indebtedness.

Rents. The word "Rents” means all present and future rents, revenues, incoma, |ssues royalﬂes proﬁls and other
benefits derived from the Property.

Trustee. The word "Trustea”™ means Island Title Company, whose mailing address is 3110, Commermal Ave.. Suite 101,
Anacortes, WA 98221 and any substitute or successor trustees.

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TFIUST AND GRANTOR
AGREES TO ITS TERMS.

GRANTOR:

HERITAGE CONSTRUCTION GROUPLLC

WMWWM WM
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couHT\"r--OF

On this AN 4 day of Jﬁzcw-n,é{e 20 oF bﬁ e_~l:rndersugned
Notary Pubfic, personally appeared DAVID E SAUNDERS, and PATRICK M BRUNSTAD, of HERMWGECONSTRUCTION
GROUP LLC, and personally-known to me or proved to me on the basis of satisfactory evidence to be of the limited liability
company that executed the Deed. of Trust and acknowledged the Deed of Trust to be the free and voluntary act and deed of
the limited liability company, by.authority of statute, its articles of organization or its operating agreement, for the uses and
purposes therein mentioned;.and on oath stated that they are authorized to execute this Deed of Trust and in fact executed
the Deed of Trust on. behalf of the Ilmﬂed Ilablllty company.

oy dn te. Residing at_(CX(Ze2 7L ,//Lcuz._

Notary Public in and for t!\eswte o!fa)/? My commission expires /0 ~/& -0 5

FIEQUEST FOR FULL RECONVEYANCE
To: =, Trustee

The undersigned is the legal owner and holder af all mdebtedneﬁs secured by this Deed of Trust. You are hereby requested,
upon payment of all sums owing to you, 10" reconvey wnhout warranty to the persons entitied thereto, the right, title and
interest now held by you under the Deed of Trust 3

Date: CELE - Beneficiary:
wantdy By:
Is:
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