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o goNsTRUCTION DEED OF TRUST

DATE: September 6, 2002

Reference # (if apphcable) 1050000857 Additional on page |
Grantor(s):
1. The Great Amerlcan Dream Inc

Grantee(s)
1. Horizon Bank _ . »
2. Westward Financial'-Se‘rvices-'l‘ﬁ'c ""-Trustee

Legal Description: Lots 11-32, "TJ TOWNSHOUSES" Additional on page ____

ASSESS0r'S Tax AF Parcel 1D#:
4769-000-011-0000,4769-000-01 2—0000 4769—000 013-0000,4769-000-014-0000,4768-000-01
5-0000.4769-000-016-0000,4769-000-017=-0000,4769-000-018-0000,4769-000-019-0000,4769
-000-020-0000,4769-000-021-0000,4769~000-022-0000,4769-000-023-0000,4769-000-024-00
00,4769-000-025-0000,4769-000-026-0000,4769-000-027-0000,4769-000-027-0000,4769-000
-028-0000,4769-000-029-0000,4769-000-030-0000,4769-000-031-0000,4769-000-032-0000

THIS DEED OF TRUST is dated September 6, 2002 among The Great American Dream Inc., a
Washington Corporation, whose address is 22397 Bulson~Rd, Mount Vernon, WA 98273
("Grantor"); Horizon Bank, whose mailing address is Cornwall Office, 1500 Cornwall/PO Box
580, Bellingham, WA 98227-0580 (referred to below sometimes as "Lender” and sometimes
as "Beneficiary"); and Westward Financial Services Inc, whose mailing address is 1500
Cornwall Avenue, Bellingham, WA 98225 (referred to below as "Trustee")
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-’CONVEVANCE AND GRANT. For valuable consideration, Granfor conveys o Trustee in frust with power of sale, right

- of entry-#ind possession and for the benefit of Lender as Beneficiary, all of Grantor’s right, fitle, and interest in and to the
* following.deseribed real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixiures; all easements, rights of way, and appurtenances; alt water, water rights and ditch rights (including stock in utilities
with dileh or irrigation rights); and all othsr rights, royalties, and profits relating to the real property, including without limitation
all minerals, off; gas, geothermal and similar matters, (the "Real Property") located in Skagit County, State

of Washington.

Lots 1 1hrough 32, "TJ TOWNHOUSES", as recorded November 30, 2000, under Skagit
County Auditor’s File Np. 200011300053. Situated in the State of Washington, County of
Skagit. -

The Real Properly or. |ts ddress is commonly known as Lots 11-32 30th Street, Mount
Vernon, WA 982?3 The Real Property tax identification number is
4769-000-01 1-0000 A769-000-012-0000,4769-000-013-0000,4769-000-014-0000,4769-000-015
-0000.4769-000-016-0000,4¥69-000-017~0000,4769-000-018-0000,4769-000-019-0000,4769-00
0-020-0000 4769-000—021-_ 0,4769-000-022-0000,4769-000-023-0000,4769-000-024~0000,47
69-000--025-0000,4769-000-4026-0000,4769-000-027-0000,4769-000-027-0000,4769-000-028-0
000,4769-000-029-0000_,‘4?6’ -000-030—0000 4769-000-031-0000,4769~000~-032-0000

Grantor hereby assigns as securny b Lender all of Grantor’s right, tifle, and interest in and to all ieases, Rents, and profils of
the Property. This assignment is recprded in aceprdance with RCW 65.08.070; the lien crealed by this assignment is intended
1o be specific, perfected and chioalg-upon the retording of this Deed of Trusl Lender grants to Grantor a licanse to collect

the Rents and profits, which license. ay be ravoked at Lender's option and shall be avtomatically revoked upon acceleration
of all or part of the Indebledness.

THIS DEED OF TRUST, INCLUD! G THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, 1§ GIVEN TO “SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALY OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST| IS GIVEN AND.ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. | Excep! as otherwige’ p,;rowded in this Deed of Trust, Grantor shall pay to Lender ali
amounts secured by this Deed of TESl as they become due, and shall sfrictly and in a fimaly manner parform all of Grantor’s

obligations under the Note, this Deeq of Trust, and the Related Documents.

POSSESSION AND MAINTENANCH OF THE PROPERTY Grantor agrees that Grantor’s possessicon and use of the Property
shall be governed by the following plovisions: ;

Possesslon and Use. Until thq occurrence of an Event of Default; Grantor may (1) remain in possession and controt of
the Properly; (2) use, operatefor manage the Propery; and (3) collect the Rents from the Property (lhis privilege is a
license trom Lender to Grantod automatically revoked upon-defalilt).. The following provisions relats to the use of the
Property or to other limitations gn the Property. The Real, Propeﬂy is:not used principally for agricultural purposes.

Duly to Maintain. Grantor ghall maintain the Property’ in tenantable condition and promptly perform afl repairs,
replacements, and maintenancy necessery to preserve its value L

Compliance With Environmedtal Laws. Grantor represenis and warrants to Lender that: {1} During the period of
Grantor's ownaership of the Prpperty, there has been no use, generation; manufacture, storage, treatment, disposal,
release or threatened reloase gf any Hazardous Substance by any person on, under, about or from the Praperty; (2)
Granter has no knowledgs of, or reason to believe that there has been] except as previously disclosed to and

acknowledged by Lender in witing, (a) any breach or violation ofany Environmental Laws, (b) any use, ganeration,
manufacture, storage, treatmenrt, disposal, reloase or threatened release of any Hazardous Substance on, under, about
or from the Property by any p or owners or occupants of the Proparly, or” (c)* ‘@ny_actual or threatened litigation or
claims of any kind by any persgn relating to such matters; and (3) Exgepl as previousty:-disclosed to and acknowledged
by Lender in writing, (a) neither Grantor nor any tenant, contractor, agent or pther authorized user of the Property shall
use, generate, manutacture, stre, treat, dispose of or release any Hazardous Substance on, undsr, about or from the
Property; and (b) any such aglivity shall be conducted in compiiance with all applicable federal, stats, and local faws,
regulations and ordinances, including without limitation all Environmental Laws., Gréntorauthorizes Lender and its
agents to enfer upan the Progerty to make such inspeclions and tests, at-Grantor's expenise, as Lender may deem
appropriate lo determine compliance of the Property with this section of the Deéd of Trust. Any inspections or lests
made by Lender shall be for Lender's purposes only and shall not be construed to create any rasponsibility or fiability on
the part of Lender to Grantor orf to any other person. The representations and warranties contained: herein are based on
Grantor's due diligence in invastigating the Praperty for Hazardous Substances. . Grantor-hersby (1) releases and
waives any future claims againgt Lender for indemnity or contribution in the event Grantor becomes lidble for cleanup or
other costs under any such laws; and (2) agrees lo indemnify and hold harmless Lender against-any and all claims,
losses, liabilities, damages, penalfies, and expenses which Lender may directly or mdnractly gustain. or suffer resulting
from a breach of this seclion of the Deed of Trust or as a consequence of any use, generalion, manufacture, storage,
disposal, release or threatened release occurring prior to Grantor's ownership or inferest in:ihe Property, whsther or not
the same was or should have been known to Grantor. The provisions of this section of the Deéd-of Trust, including the
obligation to indemnity, shall syrvive the payment of the Indebtedness and the satisfaction and recoiveyarice of tha lien
of this Deed of Trust and shdll not be affected by Lender's acquisition of any interest in lhe Fraperty, whethar by
foreclosure or otherwise.

Nulsance, Waste. Grantor shajl not cause, conduct or permit any nuisance nor commit, permit, or suffer any stdpplng of
or waste on or to the Property & any portion of the Property. Wilhout limiting the generality of the foregoing, Grantor. wit
not remove, or grant to any other parly the right to remove, any timber, minerals (including il and gas), coal, clay,__
scoria, sofl, gravel or rock prodiicts without Lender's prior written consent, :

Removal of Improvements. Grantor shall not demolish or remaove any Improvements from the Real Property wuthout
Lender’s prior writlen consent. [As a condition to the removal of any Improvements, Lender may reqguire Grantor to: maka
arrangements satisfactory to Lender to replace such Improvements with Improvements of at least squal value: ~ :

Lender’s Right to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at aII‘ g

reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's compllance:
with the tarms and conditions df this Deed of Trust.

Compliance with Governmenjal Requirements. Grantor shall dromptly comply, and shall promptly cause complianoe r
by all agents, tenants or other gersons or entities of every nature whatsoever who rent, lease or ctherwise use or occup_
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7 the Properly in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
-'authormes applicable to the use or occupancy of the Proparty, including without limitation, the Americans With Disabilities

~Grantor may contest in goed faith any such law, ordinance, or regulation and wnhhold compllance during any
g prooeedlng, including appropriate appeals, so long as Grantor has notified Lender in wriling prior o doing so and so
long as, in Lehder’s sole opinion, Lender's interests in the Property are not jecpardized. Lender may reguire Grantor to
post adequale security or a surety bond, reasonably satistactory to Lender, to protect Lender's interest.

Duty to Protect. Granlor agrees neither to abandon or leave unattiended the Property. Grantor shall do all other acts, in
addition ‘to. Ahosg dcts set forth above in this section, which from the character and use of the Property are reasonably
necessary to protect and preserve the Propery.

Conslruction Loan. . If.some or all of the proceeds of the loan creating the Indebtedness are to be used to construct or
complefe gonstruction, of any Improvements on the Property, the Improvements shall be completed no later than the
maturity ‘date of the Note'(or such earlier date as Lender may reasonably establish) and Granter shall pay in fuli all costs
and expenses in‘conneclion with the work. Lender will disburse loan procesds under such terms and conditions as
Lender may deem,réasonably necessary to insure that the interest created by this Deed of Trust shall have priority over
all possible liens; ineliding: those of malerial suppliers and workmen. Lender may require, among other things, that
disbursement requests ‘be supported by receipled bills, expense affidavils, waivers of liens, construclion progress
reports, and such other-doecumentation as Lender may reasonably request.

TAXES AND LIENS. The folloyyih’g'_pi"'i.)visions relating to the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay whéndue (and in all events prior to delinguency) all taxes, special taxes, assessments,
charges (including water-and’sewer), fines and impositions lsvied against or on account of the Property, and shall pay
whan due all claims for work-done on‘or for services rendered or material furnished to the Property. Grantor shall
maintain the Property free of all liens thaving priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments nol due and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may ,wnthhqld payment of any tax, assessment, or claim in connection with a good faith
dispule over the obligation to"pay; so-long as Lender’s interest in the Properly is not jeopardizad. 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 filteen
(15) days after Granlor has notice of the filing,.secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporale surety _bond, or other security safisfactory lo Lender in an amount sutficient to
discharge the lien plus any cosls ang aftorneys’ fees, or other charges that could accrue as a result of a foreclosure or
sale under the lisn. In any contest, Grantor shall .defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Properly. Grantot, shall name Lender as an additional obligee under any surety bond furnished
in the contest proceedings. :

Evidence of Payment. Grantor shall upon demand furmsh to Lender satistaclory evidence of payment of the taxes or
assessments and shall authorize the appropriale ‘gpvernmental official to deliver fo Lender at any time a written statement
of the taxes and assessments against the Property.

Notice of Construction. Grantor shalt notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are supplled to the Property, it any mechanic’s lien, materialmen's lien, or other
lien could be asserted on account of the work, sgrvices, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances satistactory to Lender that Grantor cafarid will pay the cost of such improvements.

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

Maintenance of Insurance. Grantor shall procure and rnalntain pohmes of fire insurance with standard extended
coverage endorsements on a fair value basis for the full insurable valye covering all Improvements on the Real Property
in an amount sutficient to avoid application of any coinsurance ¢lausé, and with a standard mortgagee clause in favor of
Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such coverage amounts as
Lender may request with Trustes and Lender being named as additional insureds in such liabilily insurance policies.
Additionally, Grantor shall maintain such other insurance, including but nol limitgd to hazard, business interruption, and
boiler insurance, as Lender may reasonably require. Policies shall be wrilten: in form, amounis, coverages and basis
reasonably acceptable to Lender and issued by a company or compaiiies réasonably acceplable to Lender. Grantor,
upon request of Lender, will deliver to Lender from time to time the*policies..or certificates of insurance In form
sallsfactory to Lender, including stnpulatlons that coverages will not be cancelled or diminished without at least ten (10)
days prior written notice to Lender. Each insurance policy also shall includé an endorsement providing that coverage in
favor of Lender will not be impaired In any way by any act, omission or default of Grantar or any other person. Should
tha 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 maintain Federal Flood" Insurance, if available, within 45 days
after notice is given by Lender that the Property is located in a special flood hazard area, “for the full unpaid principal
balance of the loan and any prior liens on the property securing the loan, up to the maximum policy limits set under the
Nationa! Flood Insurance Program, or as otherwise required by Lender, and to mamtaln such insurance for the term of
the loan. :

Application of Proceeds. Granlor shall promptly notify Lender of any loss or damage to the Properfy Lender may
make proof of loss if Granior fails to do so within fifteen (15) days of the casualty. Whethér or-ngt-Lender's security is
impaired, Lender may, at Lender’s election, receive and retain the proceeds of any insurance dand-gpply the proceeds to
the reduction of the Indebtedness, payment of any lien affecting the Property, or the restorafion and-repair of the
Property. If Lender elects fo apply the proceeds to restoration and repair, Grantor shall repairor: replace ‘the damaged or
destroyed Improvements in a manner satisfaclory fo Lender. Lender shall, upon safisfactory proof of. such -expenditure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantor is not.in. default
under this Deed of Trus\. Any proceeds which have not been disbursed within 180 days afler their receipt’ ‘and which
Lender has not committed to the repair or restoration of the Properly 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 o:the principal
balance of the Indebtedness. If Lender holds any proceeds after payment in full of the lndeb!ednsss, such proceeds
shall be paid without interest to Grantor as Grantor’s interests may appear. ;

Granlor’s Reporl on Insurance. Upon request of Lender, however not mare than once a year, Grantor shall furmsh to_"
Lender a report on each existing policy of insurance showing: (1} the name of the insurer; (2) the risks insured; . A3y
the amount of the policy; {4) the property insured, the then current replagement value of such property, and the manner

of defermining that value; and (5) the expiration date of the policy. Grantor shall, upon request of Lender, have an__. o

independent appraiser satisfaciory ta Lender determine the cash value replacement cost of the Property,

LENDER’S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's lmerest An lhe’""
Praperty or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including But. fiot
limited to Grantor's failure to discharge or pay when due any amounts Grantor js required to discharge or pay under this Deed

of Trust or any Retated Documents, Lender on Grantor's behalf may {but shall not be obligated to) take any action that Lender
deems appropriate, including but not limited to discharging or paying all taxes, liens, security interests, encumbrances ang”™ .+
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olher claims, al any time levied or placed on the Property and paying all costs for insuring, maintaining and preserving the

-Properly. All such expenditures inqured or paid by Lender for such purposes will then bear interest at the rate charged
; uridgr the Note from the dals incurrad or paid by Lender o the date of repaymant by Grantor. All such expenses will become
i a_.part.of the Indebtedness and, at Lender's option, will (A) be payable on demand: (B) be added to tha balance of the
Note and be apportioned among anfl be payable with any installment payments to becoms due during either (1) the tarm of
any‘applicable insurance policy; or {2} the remaining term of iha Nole; or (C} be treated as a balloon payment which will be
due and payable at the Note's matugity. The Deed of Trust also will secure paymant of these amounts. Such right shall be in
addition to all other rights and remedjies to which Lender may be entitied upon Detault.

WAFIBANTY_'_;,_ D'EEEHQE OF TITLE.| The following provisions relating to ownership of the Property are a part of this Deed of

Trust:

Title. Grantor-warranis that: {a) Granlor holds good and marketable title of record to the Properly in fse simple, free
and clear of all-llens and enqumbrances other than those set forth In the Feal Property description or in any fitie
insurance policy; title repart, or final title apinion issued in favor of, and accepted by, Lender in connection with this Deed
of Trust, and (b} Grantor has the full right, power, and authority to execute and deliver this Deed of Trust to Lander.

Defense of Title. Subjectto the exception in the paragraph above, Grantor warrants and will foraver defend the litle to
the Property against tha lawful ¢laims of all persons. In the event any action or proceading is commenced that questions
Grantor's fitle of the intsrest of{Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor may be“th¢ nominal party in such proceeding, but Lender shall be entitled to participate in the
proceeding and to be represepted in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be delivered,to Lenderstich instruments as Lender may request from time to time to permit such participation.

Compliance With Laws. _Gl:'a‘n or warrants that the Property and Grantor's use of the Property complies with all existing
applicable laws, ordinances, and regulations of governmental authorities.

Survival of Represeniatiori_s and Wq_rfam__l_es. All represantations, warranties, and agreements made by Granlor in this
Deed of Trust shall survive thg execution’and delivery of this Deed of Trust, shall be continuing in nature, and shall
remain in full force and effeet until such fime’as Grantor’s Indebtedness shall be paid in full.

CONDEMNATION. The following p vi_sioh;. relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in‘condemnalion s filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take such stepsias may be necessary to defend the action and obtain the award. Grantor may be the
nominal party in such proceeding, bul Lender-shall be entitled to participate in the proceeding and to be representad in
the proceeding by counsel of it§ own thoice 4l 4t Grantor's expense, and Grantor will deliver or cause to be delivered to
Lendsr such instruments and| documentation as may. be requested by Lender from time to time to permit such
participation. C

Application of Net Proceeds. |If all or any:part-of the Property is condemned by eminent domain proceadings or by any
proceeding or purchase in liey of condemnalion, Lender may at its election require that all or any portion of the net
proceeds of tha award be appled to the Indebtedness or the repair or restoration of the Property. The net proceeds of
the award shall mean the awar after paymentof'all reasonable costs, expenses, and attorneys’ fees incurred by Trustee

or Lender in connection with thg condemnation.”. -

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL ‘AUTHORITIES. The following provisions relating to
governmental taxes, fees and charggs are a part of this Deed of Frust! ~ -

Cuirent Taxes, Fees and Chefges. Upon request by Lender, Grantor shall execute such documents in addition to this
Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender’s lien on the Real
Froperly. Grantor shall reimburse Lender for all laxes, as described betow, together with all expenses incurred in
recording, perfecting or continging this Deed of Trust, including without limitation all taxes, fees, documentary slamps,
and other charges for recording or registering this Deed of Trust,” .~ o ™

Taxes. The following shall copslitute taxes to which this section applies: (1) a specific tax upen this type of Deed of
Trust or upon all or any part of the Indebtedness secured by this Desd of Trust; (2) a specific tax on Grantor which
Grantor is authorized or requirgd to deduct from payments on the Indebtedness secured by this type of Deed of Trust;
{3} a tax on this type of Deed pf Trust chargeable against the Lendsr.or-the Holder of the Note; and (4) a specific tax
on all or any portion of the Indabledness or on payments of principal-and intérest madé by Grantor.

Subsequent Taxes. if any taxto which this section applies is enacted subsequent to the date of this Deed of Trust, this
event shali have the same effeqt as an Event of Default, and Lender may exercise any or.ali of its available remedies for
an Event of Default as providgd below untess Grantor either (1} pays tha tax before it becomes delinquent, or (2)
contesls the tax as provided pbove in the Taxes and Liens section and deposils with tender cash or a suficient
corporate surety bond or other Becurity satisfactory to Lender. -

SECURITY AGREEMENT; FINANC|NG STATEMENTS. The following provisions Fé'lia'ii'ng té___thié Deed of Trust as a security
agreement are a parl of this Deed of|Trust: S e

Security Agreemeni. This inskument shall constitute a Security Agreement to the éxiQni any of _th'é Property constitules
fixtures, and Lender shall have pil of the rights of a secured party under the Uniferm Commercial Codé'as amended from
time to time. : R

Securlly Interest. Upon request by Lender, Grantor shall execute financing statements and take whatever other action
is requested by Lender to perfdet and confinue Lender’s security interest in the Rents and Personal Property. In addition
to racording this Dead of Trus{ in the real properly records, Lender may, at any fime and-without further aythorization
from Grantor, file executed couhterparts, copies or reproductions of this Oeed of Trust as a financing stetément. Grantor
shall reimburse Lender for all gxpenses 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
Personai Property not affixed 19 the Property in & manner and at a place reasanably convenientto Grantor and Lender .
and make it availabie to Lender within three (3) days after receipt of written demand from Lender 1o the‘extent permiitted
by applicable law. ST

Addresses, The mailing addrgsses of Grantor (debtor) and Lender (secured party} from which inforﬁqétlon 6qﬁ'cernin§ _
the security interest granted by|this Deed of Trust may be obtained (sach as requirad by the Uniform Commercial Code)
are as stated on the first page gf this Deed of Trust. R

FURTHER ASSURANCES; ATTQRNEY-IN-FACT. The following provisions relating to further assurances and
altorney-in—fact are a part of this Depd of Trust: TS

Further Assurances. At any|time, and from time to tima, upon request of Lender, Grantor will make, execute ahd .~
deliver, or will cause fo ba mgde, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, recgrded, refiled, or rerecorded, as the case may be, at such times and in such offices-and
places as Lender may deemy appropriale, any and all such morlgages, deeds of trusl, security deeds, security .-
agreements, fingncing statemants, conlinuation statements, instruments of further assurance, certificates, and other .

- ——
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i 7 déeuments as may, in the sole opinion of Lender, be necessary or desirable in order io effectuate, complete, perfect,

! i“continue, or preserve (1) Granior's obligations under the Note, this Deed of Trust, and the Related Documents, and (2)
Ahe livns and security inferests created by this Deed of Trust as first and prior liens on the Properly, whether now owned
" orheredtter acquired by Grantor, Unless prohibited by law or Lender agrees 1o the confrary in writing, Grantor shall

relmburse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.

Atlorney—m-Facl 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 Granlor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Granfors attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and domg il other things
as 'may.-be necessary or desirable, in Lender’s sole opinion, to accomplish the matters referred to in the preceding
paragraph,

PARTIAL HELEASES Lender shall execute partial releases of the fien of this Deed of Trust upon the following conditions:
The amount réquired to release Lots 12-17 & 20-25 & 28-32 will be $99,200.00 each; Lots 11,18,19,26 & 27 will be
$110,000.00 each. A fee of $100:00 plus recording and reconveyance will be chargad for gach release

FULL PERFORMANCE: If Granlor pays all the Indebledness when due, and otherwise performs all the obligations imposed
upon Grantor under-this:Deed of Trust, Lender shall execule and deliver to Trustee a request for full reconveyance and shall
execute and daliver 46 Grantor suitable stalements of terminalion of any financing statement on file evidencing Lender's
security interest in the Rents-and.the Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantee in any.reconveyance may be described as the "person or persons legally entitled thereto”, and
the recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such matlers or
facts.

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

Payment Defauli. Grantor farls to make any- payment when due under the Indebtedness.

Other Defaults. Grantor falls to comply with-or to perform any other term, cbligation, covenant or condition contained in
this Deed of Trust or in any of tHg Related Documents or to comply with or lo perform any term, obligation, covenant or
condition contained in any other agreement between Lender and Grantor.

Compliance Default. Failure to comply withi"any. other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Docliments. If such a failure is curable and if Grantor has not been given a
notice of a breach of the same provisiori ot this Deed of Trust within the preceding twelve (12) months, it may be cured
{and no Event of Default will have occurred) if Grantor, gfter Lender sends written notice demanding cure of such failure:
(a) cures the failure within fifteen (15) days;-or: (b} if.the cure requires more than fitteen (15) days, immediately initiates
steps sufficient to cure the failure and thereafter coitinties and complates all reasonable and necessary steps sufficient
to produce compliance as soon as reasonably practlcal

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

False Statements. Any warranty, representation. or statement made or furnished to Lender by Grantor or on Grantor's
behalt under this Deed of Trust or the Related Doduments Is false or misleading in any material respect, either now or at
the time made or furnished or becomes false or misleading at any time, thereaﬂsr

Defective Collateralization. This Deed of Trust or any | of the Helated Documents ceases to be in full force and effect
(including failure of any coilateral decument to creale a' valud and perfected security interest or lien) at any time and for
any reason.

Insolvency. The dissolution or termination of Grantor's exrstenoe a5 @ going business, the insolvency of Grantor, the
appointment of a receiver for any part of Grantor’s property, any assrgnmenr for the benefit of creditors, any type of
creditor workoul, or the commencement of any proceeding under any bankruptcy or insolvency laws by or against
Grantor.

Creditor or Forfeilure Proceedings. Commencement of loreclosure or forfelture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any"creditor of-Grantor or by any governmental agency
against any property securing the Indebledness. This includes a garnishment-of any'_of Grantor’s accounts, including
deposit accounts, with Lender. However, this Event of Default shall not apply if théré-is a goed faith dispute by Grantor
as to the validity or reasonableness of the claim which is the basis of the credrtnr or forfeiture proceading and if Grantor
gives Lender written notice of the creditor or forfeiture proceeding and deposrts with Lendar monies or a surety bond for
the creditor or forfeiture proceeding, in an amount determined by Lender,: i |ts sole dlscretlon as being an adsquate
reserve or bend for the dispute. . .

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreemenl between Grantor and
Lender that is not remedied within any grace period provided therein, includingwithout limitation any agreement
concerning any indebledness or other obligation of Grantor to Lender, whether exrstlng now or later

Events Affecting Guarantor. Any of the preceding events occurs with respect toany guarantor egndorser, surety, or
accommodation party of any of the Indebtedness or any guarantor, endorser, surety, or accémmedation party dies or
becomss incompetent, or revokes of disputes the validity of, or liability under, any Guaranty of thé Indebledness. 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 safisfactory to Lender and in domg so. cure any
Event of Default.

Adverse 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.

Right to Cure. If such a failure is curable and if Grantor has not been given a notice of a breach: or 1he same prowsron
of this Deed of Trust within the preceding twelve (12) months, it may be cured (and no Event of Default. will have
occurred) If Grantor, after Lender sends written notice demanding cure of such fallure: (a) cures the failuie within fittean

(16) days; or (b} if the cure requires more than fitteen (15) days, immediately initiates steps sufficient to cure thé failure,
and thereafter continues and completes all reasonable and necessary sleps sufficient to produce compllance as soon‘as :

reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any hme thereaﬂer
Trustee or Lender may exercise any one or more of the following rights and remedies:

Election of Remedies. Elsction by Lender to pursue any remedy shall not exclude pursuit of any other remedy. andan . O

election to make expenditures or to take action ‘o perform an obligation of Grantor under this Deed of Trust aﬂer"

Grantor's failure to perform, shail not affect Lender's right to declare a default and exercisa its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the enlire Indebtedness |mmed|alely due '

and payable, including any prepayment penalty which Grantor would be required to pay.

TR
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- Fofeclosure. With respect o all or any part of the Real Properly, the Trustes shall have the right to exerclse its power of

“sale and to foreclose by notice{and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either
¢ casg in-agcordance with and to the full extent provided by applicable law.

“ UCC Remedies. With respect

| &ll or any pari of the Personal Property, Lender shall have all the rights and remadies of
;& secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notlce to Granlor to take possession of and manage the Proparty
.and collect the Rents, including amounts past due and unpaid, and apply the net praceeds, over and above Lender’s
cosls, agamst Ih&'Indebtedness! In furtherance of this right, Lender may require any tenant or other user of the Property
to-make-payments ‘of rant or uge fees directly to Lender. If the Rents are collected by Lender, then Grantor irrevocably
designates’Lender as Grantor$ aftorney-in-fact to endorse instruments recsived in payment theraof In the name of
Grantor-and-io:negotiate the sane and collsct the proceeds, Payments by tenants or other users to Lender in response
to Lender's demand shall satisfy the obligations for which the payments are made, whether or not any proper grounds
for the demand: e:dsred Lend ef may exercise its rights under this subparagraph either in person, by agent, or through a
receiver.

Appoint Receiver Lender sh | have the right to have a receiver appointed to take possession of all or any part of the
Property, with-the power to profect and preserve the Properly, to operate the Property preceding or pending foreciosure
or sale, and to-collect the Rentg{rom the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebtedness. Thelreceiver may serve without bond if permitted by law. Lender’s right fo the appointment
of & recelver shall exist whether or not the apparent value of the Property exceeds the Indebtedness by a substantial

amount. Employment. by Lendershall not disqualify a person from serving as a receiver.

Tenancy at smferance If. Gra tor remains in possession of the Property after the Properly is sold as provided above or
Lender otherwise becomis erftitled to' -possession of the Property upon default of Grantor, Grantor shall becoms a
lenant gt sufferance of Lendef or the purchaser of the Properly and shall, at Lender’s oplion, either (1) pay a
reasonable rentat for the use.of the Property, or {2) vacate the Property immadiately upon the demand of Lender.

Other Remedies. Trustes’ or L ‘nder shall have any other right or remedy provided in this Deed of Trust or the Note or
by law. i

Notice of Sale. Lender shall give Gran!or reasonable notice of the time and place of any public sale of the Parsonal
Property or of the ime after which-any prwa!e sale or other intended disposition of the Persanal Property is to be made.
Reasonable natice shall mean golicg given-af least ten (10) days before the tima of the sale or disposition. Any sale of
Personal Property may be made in conjunction with any sale of the Real Property.

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have the
Property marshalled. In exercising its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Properly together or separately,|in one sale or by-separate sales. Lender shall be sntitled o bid at any public sale on alf
or any poartion of the Property. T

Altorneys’ Fees; Expenses. If Lender institutes any suit or action to enforce any of tha terms of this Deed of Trust,
Lender shall be entitled to recaver such sum ds the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. Whether or not pny court action:is:invelved, and-to the extent not prohibited by law, all reasonable
expenses Lender incurs that i§ Lender's opinion”are necessafy at any time for the protection of its interest or the
anforcement of its rights shall bgcome a part of the Indebtedness payabls on demand and shall bear interest at the Note
rate from the date of the expgqnditure until repaid. Expenses covered by this paragraph include, without limitation,
however subject to any limits ugder applicable law, Lender’s altorneys’ fees and Lender's legal expenses, whether or not
there is a lawsuit, including atforneys’ fees and exparises for bankruptey procesdings (including efforts to modity or
vacate any automalic stay or ijjunction), appeels, and any-anticipated posl—iudgment collection services, the cost of
searchmg records, obtaining t§le reports (including foreclosure reports), surveyors' reporis, and appraisal fees, tille
insurance, and fees for the Trugtee, to the extent permitted by’ applscablo !aw Grantor also will pay any court costs, in
addition fo all other sums provided by law,

Rights of Trustee. Trustss shall have all of the rights and duties ef Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provnsrons relatlng lo me powers and obligations of Trustee
(pursuant to Lender's instructions) arg part of this Deed of Trust:

Powers of Trusiee. In addition to all powers of Trustea arising as a rnattef of Iaw Trustee shall have the power 1o take
tha following actions with respect to the Proparty upon the written request of Lender a_nd_ Grantor: (a) Join in preparing
and fliing a map or plat of the feal Property, including the dedication of streets or other fights to the public; (b) join In
granting any easement or credting any reslriction an tha Real Properly; ‘and (c) join'in any subordination or other
agreement affecting this Deed of Trust or the interest of Lender under this Deed-of. Trusi :

Obtigations to Nollty. Trusteg shall not ba obligated to notify any other party of & pendlng sale under any other frust
deed or lien, or of any action gr proceeding in which Grantor, Lender, or Trustee shall be a parly unless required by
applicable law, or unless the action or proceeding is brought by Trustee.

Trustee. Trustee shall mest all qualifications required for Trustes under appllcable law An addmon to the rights and
remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the right to forecloss by
notice and sale, and Lender shall have the right to foreclose by jl.tdlclal foreclosure, in either case in aooordance with and
to the full extent provided by applicable law. ;

Successor Trustee. Lender, At Lender's option, may from time to time appoint a successor Truslee fo' any Trustes
appointed under this Dead of Trust by an instrument execuled and acknowledged by Lender ahd:-récorded in the office
of the recorder of Skagit Counlly, State of Washington. The instrument shall contain, in addition-tg-all. other matters
required by state law, the names of the original Lender, Trustee, and Grantor, the book and page. ¢r the Auditor's File
Number where this Deed of Tryst Is recorded, and the name and address of he successor trustee, and ths instrument
shall be execuled and acknowlgdged by Lender or its successors in interest. The successor trustee; withgut conveyance
of the Property, shall succeed 1p all the title, power, and duties conferred upon the Trustes in this Deed of Trust and by
applicable law. This procedure for substitution of Trustes shall govern to the exclusion of all olher promsjons for
substitution.

NOTICES. Subject to applicable la
notice requured fo be given under

, and except for notice required or allowsad by law to be given in another ‘manner,

any'-'

Deed of Trust, including without limitation any notice of default and any nctice of $ale

shall be given in writing, and shalf be effective when actually delivered, when aclually received by telefacsimile .(Unless

atherwise required by law), when depesited with a nationally recognized overnighl courier, or, if mailed, when deposited: in
the United States mail, as first class| cerlified or registered mail postage prepaid, directed to the addresses shown near {l

beginning of this Deed of Trust. Al coples of nofices of foreclosure from the holder of any lien which has priority over’
Dead of Trust shall be sent to Lende
address for notices under this Deed

this”

's address, as shown near the beginning of this Desd of Trust. Any party may change‘its
of Trust by giving formal written notice to the other parties, specifying that the purpose of

the notice is to change the party’s fddress. For notice purposes, Grantor agress to keep Lender informed af alt times of
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G'rantons cu"rrent address. Subject to applicable law, and except for notice required or allowed by law 1o be given in another
manner, |f there is more than one Granlor, any notice given by Lender fo any Grantor is deemed fo be nofice given to all

_-Gra ntors.

MISCELLANEOUS PROVISIONS. The fallowing miscellaneous provisions are a part of this Desd of Trust:

.Amendments This Deed of Trust, together with any Related Documents, constitutes the entire understanding and
agreement:of the parties as to the matters set facth in this Deed of Trust. No alteration of or amandment ta this Deed of
Trust shall bé effective unless given in writing and signad by the party or parties sought fo be charged or bound by the
alteratlon or amendment

Annual Fleporls If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upon request; a'certified statement of net operating income received from the Property during Grantor's previous fiscal
year in-such form.and detail as Lender shall require. "Nel operating income” shall mean all cash receipts from the
Property less all cash expenditures made in connection with the operation of the Property.

Caption Headings: Caplion‘headings in this Deed of Trust are for convenience purposes cnly and are not to be used to
interpret or defing the provisions of this Deed of Trusl.

Merger. There.shall be no niérger of the interest or eslale created by this Deed of Trust with any other interest or estate
in the Property at any time held by or for the benefil of Lender in any capacity, without the wrillen consent of Lender.

Governing Law. This Deed.ot Trust will be governed by, construed and enforced in accordance wilh federal law
and the laws of the. Stale of Washlngion This Deed of Trust has been accepied by Lender in the State of
Washington.

Choice of Venue. If there is g lawsutt Grantor agrees upen Lender's request to submit to the jurisdiction of the courts of
Skagit County, State of Washington.

No Waiver by Lender. Lender shall nut Be.desmed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and-signad 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 constitule a waiver ofLender's right otherwise to demand strict compliance with that provision or any other
provision of this Dead 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 urider-this Deed of Trust, the granting of such consent 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 be granted or withheld in the sole discretion of Lerider.

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust lo 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 feéasible, the offending provision shall be considered maodified so that it
becomes legal, valid and enforceable. If the ‘offending provision cannol be so modified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or unenforceability of any provision of
this Deed of Trust shall not affect the legality, vahdﬂy or enforceablhty of any other provision of this Desd of Trust,

Successors and Assigns. Subject fo any limitations stated in 1h|s Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure 1o the benefit-of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Granlor, Lender, without notice to Grantor, may deal with Grantor’s
successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or. Ilablllty under the Indebtedness.

Time is of the Essence. Time is of the essence in tha performanoa of this Deed of Trust.

Waive Jury. All parties to this Deed of Trust hereby waive the, ﬂght 1o any jury irial in any action, proceeding, or
counterclaim brought by any party against any other party. S

Waiver of Homestead Exemption. Grantor hereby releases énd waives. aII rights and benefits of the homestead
exemption laws of the Stale of Washinglon as to all indebtedness secured by ﬂus Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the following meanlngs when used in this Deed of Trust.
Unless specifically slated to the contrary, all references to dollar amounts shall mean aficunts in lawiul 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
tha context may require. Words and terms not otherwise defined in this Deed of Trust shal{ have the meanings attributed lo
such terms in the Uniform Commercial Code:

Beneficiary. The word "Beneficiary” means Horizon Bank, and its SLICCESSOrs: and aSS|gns

Borrower. The word "Borrower™ means The Great American Dream Inc., and all other persons and enlities signing the
Note in whatever capacity.

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantot, Lender, and Trustee and includes
without limitation all assignment and security inleres! provisions relating to the Personal Property and Rents.

Defaull. The word "Default” means the Default set forth in this Deed of Trust in the section titled__"Dé_fa'u_lt"‘.

Environmental Laws. The words "Environmental Laws™ mean any and all state, federal and Iocal statutes, regulations
and ordinances relating to the protection of human health or the environment, including” without limitation the
Comprehensive Environmental Respanse, Compensation, and Liability Act of 1980, as amended, 42 U. S:C. Saction
9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Puby, L..No..99-499 ("SARA"),
the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource Coriservation and Racovery
Act, 42 1).S.C. Section 6901, el seq., or other applicable state or federal laws, rules, or regulatmns adopfed pursuant
therelo.

Event of Default. The words "Event of Default” mean any of the events of default sel forth in this Deed of Trust ih: ihe
events of default section of this Deed of Trust.

Grantor. The word "Grantor™ means The Great American Dream Inc..

Guaranty. The word "Guaranty” means the guaranty from guarantor, endorser, surety, or accommodahon part),r te
Lender, including without limitation a guaranty of all or part of the Note.

Hazardous Substances. The words "Hazardous Substances" mean materials that, because of the|r quantlty'
concentration or physical, chemical or infectious characleristics, may cause or pose a present or potential hazard to.~
human health or the environment when improperly used, treated, stored, disposed of, generated, manufagtured,
transported or olherwise handled. The words "Hazardous Subslances” are used In their very broadest sense and
include without Himitation any and all hazardous or toxic substances, malerials or waste as defined by or listed under the .~
Environmental Laws. The term "Hazardous Substances” also includes, without limitation, petroleum and petroleum.:

200209090146

Skagit County Auditor
9/9/2002 Page 7 of B 3:47PM




DEED OF TRUST

(Continued)

Loan No: 1050000857 Page 8

by;p"i'oducls or any fraction theteof and asbeslos.

;i '_lm'prp\qgments. The word "Improvements” means all existing and future improvements, buildings, structures, mobile
<" homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real Property.

JIndebledness. The word "Indgbtedness" means all principal, interest, and other amounts, costs and axpenses payabls
- under the :Note or Related Doguments, together with all renewals of, extensions of, modifications of, consolidations of

- énd substitutions for the Note ¢r Related Documents and any amounts expended ar advanced by Lender to discharge
_Grantor’s’ obligations or expenses incurred by Trustea or Lender to enforce Grantor's obligations under this Deaed of
“Trust, together-with interest on guch amounts as provided in this Deed of Trust.

Lender. Thé word "Lender” means Horizon Bank, its successors and assigns.

Note. The word "Note” means Jhe promissory nole dated September 6, 2002, in the original principal amount
of $2,236,400.00 from Gragtor to Lender, together with alf renewals of, extensions of, medifications of, refinancings
of, consolidations of, .and. subsfitutions for the promissory note or agreement. The maturity dale of this Deed of Trust is
October 1, 2003. .~ .=

Personal Property. The wordg "Personal Property” mean all equipment, fixtures, and other articles of parsonal property
now or heregfier ovined by Gfantor, and now or hereafter attached or affixad to the Real Proparty; fogether with all
accessions, parts, and additions.to, all replacemants of, and all substitutions for, any of such property; and together with
all issues and profits therspn arjd proceeds (including without fimitation all insurance proceeds and refunds of premiums)
from any sale or other dispositign of the Property.

Property. The word "Properly”|meanis collectively the Real Property and the Personal Property.

Real Property. The words "Rebl Properly” mean the real property, interests and rights, as further described in this Deed
of Trust. P

Related Documents. The words "Related-Documents™ mean all promissory notes, credit agreements, loan agresments,
environmental agreements, guaranties,’security agreements, morlgages, deeds of trust, security deeds, collateral
mortgages, and all other instruments, agreements and documents, whether now or hereafter exisling, executed in
connection with the Indebtedngss. - -~

Rents. The word "Rents” mehns all present and future rents, revenues, income, issues, royalties, profits, and other
benefils derived from the Property. .-~ - ¢

Trustee. The ward "Trustee” eariézw'esﬁuafa :_F"i'nancial Services Inc, whose mailing address is 1500 Cornwall Avanue,
Bellingham, WA 98225 and any subslitule, or successor {rustees.

GRANTOR ACKNOWLEDGES HAVING READ ‘-.-ALL‘THE ‘PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS. P

unigy
GRANTOR: iy,
M (2,
N té,yé;,%?,,
» 2. (A
THE GREAT AMERICAN DREAM INC. S#:0 W01y 0, Z
B i gk : " :E; 5 ‘ " ":"a:. ?.\J‘ E}: =
¥ S e \/ £ ' S 2T ‘%5
John W Ellis, President of Thq Lireat American Dream.Inc. . =~ Z7av, ,é’oﬁuc N "}3
B e %00, 505, T

GORPORATE ACKNOWLEDGMENT /™™

i .
stareor_ADCSAI D )

COUNTYOF __ SK(C2 (/Jﬁ ) S

&

On this % Hay of s& £ ) ﬂ)_f )Qi .20 OQ_..’ bétors me, the undersigned
Notary Public, persanally appeared {iohn W Elils, President of The Great American Dream inc.; and personally known to

me or provad to me on the basis of
of Trust and acknowledged the Des

batisfactory evidence to be an authorized ageni ‘oftha cofporation that executed the Deed
H of Trust to be the free and voluntary act and deed of the corporation, by authority of its

Bylaws or by resolution of its board
she is authorized to execute this D

By
Notary Public in and for the State

of directors, for the uses and purposes therein menfiofied, and.on éath stated that he or
d of Trust and in fact executed the Deed of Trust on:behalf of the cdrp__oraﬁon.

Residing at fYH' V A "
My commission explrest—_

REQUEST FOR FULL RECONVEYANCE

To:

, Trustee

upon payment of all sums owing
interast now held by you under the

The undersigned is the legal owner [End holder of all indebtedness secured by this Deed of Trust. You are hereby requeét_ed,g'

you, to reconvey without warranty, to the persons entitled thereto, the right,-title-and
eed of Trust. C i
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