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MOUNT VERNON OFFICE

| e T

o) 1801-RIVERSIDE DRIVE Skaglt County Auditor

"MOUNT VERNON, WA

811:35AM

ISLAND TITLE CO.
(35454 .~ -~ CONSTRUCTION DEED OF TRUST

DATE: March 3, 200"3""
Reference # (if appllcable) Additionalon page ____

Grantor(s):
1. EMERALD CITY HOMES INC

Grantes(s) T
1. PEOPLES BANK B
2. lIsland Title Co. Skag;t County Trustee

Legal Description: LOT 30, PLAT OF HILLTOP HAVEN DIV. NO. IV Additicnal on page 2
Assessor's Tax Parcel ID#: 4546-000- 030 0009 (P95659)

THIS DEED OF TRUST is dated March 3, 2003, among EMERALD CITY HOMES, INC., A
WASHINGTON CORPORATION, whose “address is 1622 LINDSAY LOOP RD, MOUNT
VERNON, WA 98273 (“Grantor'); PEOPLES BANK, whose mailing address is MOUNT
VERNON OFFICE, 1801 RIVERSIDE DRIVE, MOUNT VERNON, WA 98273 (referred to below
sometimes as "Lender" and sometimes as "Beneflclary"), and Island Title Co. Skagit County,
whose mailing address is 839 $. Burlington Blvd Burllngton, WA 98233 (referred to below

as "Trustee"),
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A DEED OF TRUST
* Loan: No: 5022802-201 (Continued) Page 3

‘Payment. Grantor shall pay when due (and in all events prior to delingquency) all taxes, special taxes, assessments,
;7 .chardes (including water and sewer), fines and impositions levied against or on account of the Property, and shall pay
“ 7 when_dus all ¢laims for work done on or for services rendered or material furnished to the Property. Grantor shall
_~maintain_the. Propery free of all liens having priority over or squal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments not due and except as otherwise provided in this Deed of Trust.

fRIght to Contest Grantor may withhold payment of any tax, assessment, or claim in connection with a goed faith
‘dispute over the obligation to pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or is
filed as a-fesilt of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed, within fifteen
(15} days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
lLender-¢ash-or & sufficient corporate surety bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus-any costs and atomeys' fees, or other charges that could accrue as a result of a foraclosure or
sale under thalien. Ik any contest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. Grantor shall name Lendar as an additional obligee under any suraty bond furnished

in the contest proceedings. .

Evidence of Payrriéht "éra‘ntor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes or
assessments and shall authcrize the appropriate governmental official to deliver to Lender at any time a written statement
of the taxes and assessments against the Property,

Notice of Construction. Gréantor shall notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or ahy .materials are supplied to the Property, if any mechanic’s lien, materialmen’s lien, or other
lien could be asserted on agcount-of the work, services, or materials and the cost exceeds $1,000.00. Grantor will upcn
request of Lender furnish 1o Lender advance assurances satisfactory 1o Lender that Grantor can and will pay the cost of
such improvements.

PROPERTY DAMAGE INSURANCE The followmg provisions relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of !nsurance Gr’antor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid.application of any coinsurance clause, and with a standard mortgagee clause in
favor of Lender. Grantor shall aléo plocure and maintain comprehensive general llability insurance in such coverage
amounts as Lender may request with Trustse and Lender bemg named as additional insureds in such liability insurance
policles. Additionally, Grantor shall maintain such other insurance, including but not limited to hazard, business
interruption, and boiler insurance, as“Lender may reasonably require. Policies shall be written in form, amounts,
coverages and basis reasonably acceptable'to Lender and-issued by a company or companies reasonably acceptable to
Lender. Grantor, upon request of Lender, will deliver to Lender from time to time the policies or certificates of insurance
in form satisfactory to Lender, including stipulations that coverages will not be cancelled or diminished without at least
thirty (30) days prior written notice to Lender. Féch-insurance palicy also shall include an endorsement providing that
coverage in favor of Lender will not be impaired.in any way by any act, omission or default of Grantor or any other
person. Should the Real Property be locatéd in an area designated by the Director of the Federal Emergency
Management Agency as a special flood hazard ared, Grantor agrees to obtain and maintain Federal Flood Insurance, if
available, within 45 days after notice is given by Lender that the Property is located in a special flood hazard area, for the
full unpaid principal balance of the 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 olhervwse required by Lender, and to maintain such
insurance for the term of the lcan. ;

Application of Proceeds. Grantor shall promptly notify Lender of any Ioss or damage to the Property if the estimated
cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails to do so within fitteen
(15) days of the casually. Whether or not Lender's security:is impaired, Lender may, at Lender’s election, receive and
retain the proceeds of any insurance and apply the proceeds t&-the rediction of the Indebtedness, payment of any lien

affecting the Property, or the restoration and repair of the Property. If Lerider elecls to apply the procesds to restoration
and repair, Grantor shall repair or replace the damaged or destroyed Improvements in a manner satisfactory to Lender.
Lender shall, upon salisfactory proof of such expenditure, pay ior reimburse ;Grantor from the proceeds for the
reasonable cost of repair or restoration if Grantor is not in default under this Beed of Trust. Any proceeds which have
not been disbursed within 180 days after their receipt and which Lender has hot.cormmnitted 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
interast, and the remainder, if any, shall be applied to the principal balance of the: indebtedness. If Lender holds any

proceeds after payment in full of the Indebtedness, such proceeds shall be pa|d without mterest to Grantor as Grantor’s

interests may appear. k .

Grantor's Report on Insurance. Upon requsst of Lender, however not more than once 4 year Grantor shall furnish to
Lender a report on each existing policy of insurance showing: {1} the name of the insurer; (2) the risks insured; (3)
the amount of the policy; (4) the property insured, the then current replacement valile of such’property, and the manner

of determining that value; and (5) the expiration date of the policy. Grantor shall, upon®request.of Lender, have an

independent appraiser satisfactory to Lender determine the cash value replacement coit of the Prgperty

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materlany affect Lender s interest in the
Property or if Grantor fails ta camply with any provision of this Beed of Trust or any Related Doguments, including but not
limited to Grantor’s failure 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 Grantor's behalf may (but shali 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 and
other claims, at any time levied or placed on the Property and paying all costs for insuring, maintdining and preserving the
Property. All such expenditures incurred or paid by Lender for such purposes will then bear interest at thé-rate charged
under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses - will become
a part of the Indebtedness and, at Lender's option, will (A) be payable on demand; (B) be added to the balancé of the
Note and be apportioned among and be payable with any installment payments to become due during sither” 1) .the 18rm of
any applicable insurance paolicy; or (2) the remalning term of the Note; or (C) be treated as a balioon payment which:. will bé.
due and payable at the Note’s maturity. The Deed of Trust also will secure payment of these amounts. Such nght shal! be §n
addition to all other rights and ramedies to which Lender may be entitled upon Default.

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part ot thfs Daed ot
Trust: g

Title, Grantor warrants that (a) Grantor holds good and marketable title of record to the Property in fee sumple free
and clear of all liens and encumbrances other than those set forth in the Real Praperty description or in ‘any title
insurance policy, litle report, or final title opinion issued in favor of, and accepted by, Lender in connection with this Degd
of Trust, and (b) Grantor has the full right, power, and authority to execute and deliver this Deed of Trust to Lender.

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the title to
the Property against the lawful claims of all persens. In the event any action or proceeding is commenced that questions

R
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DEED OF TRUST

“ Loan: No: 5022802-201 (Continued) Page 5
rots,
EVENTS OF DEFAULT Each of the following, at Lender's option, shall constitute an Event of Default under this Deed of
Trust :

Payment Default Grantor falls to make any payment when due under the Indebtedness.

§0ther Defaults. Grantor fails to comply with or to perform any other term, obligation, 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
condltlon contalned in any other agreement between Lender and Grantor.

Compllance Default Failure to comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note.or In any of the Related Documents. If such a fallure 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:Eveént of Default will have occurred) if Grantor, after Lender sends written notice demanding cure of such failure:
{a) cures the failuré 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 completes all reasonable and necessary steps sufficient
to produce complianice A5 socn as reasonably practical.

Default 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.

False Statements. Any warfanty, representation or statement made or furnished to Lender by Grantar or on Grantor's
behalf under this Deed of Trust or the Related Documents is false or misleading in any material respect, either now or at
the time made or furnighied.cr beco s false or misleading at any time thereafter.

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full force and effect
{including failure of any collateral documenl to create a valid and perfected security interest or lien) at any time and for
any reason. : i

Insolvency. The dlssolutlon ar termmat:on of Grantor's existence as a going business, the insclvency of Grantor, the
appointment of a receiver for any. part of Grantor's property, any assignment for the benefit of creditors, any type of
creditor workout, or the commencement of any proceecllng under any bankruptcy or insolvency laws by or against
Grantor.

Creditor or Forfeiture Proceedmgs Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any-other method, by any creditor of Grantor or by any govermmental agency
against any property securing the Indebtedriess. - This includes a garnishment of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall not apply if there is a good faith dispute by Grantor
as to the validity or reasonableness of the clairm which'is the basis of the creditor or forfeiture proceeding and if Grantor
gives Lender written notice of the creditor or, forfeiture proceeding and deposits with Lender monies or a surety bond for
the creditor or forfeiture proceeding, in an amount determaned by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Gfantor under the terms of any cther agreement between Grantor and
Londer that is not remedied within any grace peripd provided therein, including without limitation any agreement
concerming any indebtedness or other obligation of Grantor ta Lender whether existing now or later.

Events Affecting Guarantor. Any of the preceding events gccursx: with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes Incompetent, -6r revokes or disputes the validity of, or liability under,

any Guaranty of the Indebtedness. In the event of a death; Lender, af its option, may, but shall not be reguired to,

permit the Guarantors estate to assume unconditionally the obhgatlons arising under the guaranty in a manner
satisfactory to Lendsr, and, in deoing so, cure any Event of Default

Adverse Change. A material adverse change occurs in Grantors flnanmal condltlon or Lender believas the prospect of
payment or performance of the Indsbtedness is impaired. E :

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If such a failure is curable and if Grantor has not been given & ncmce 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) if Grantar, after Lender sends written notice demanding cure of.such failure: _(a). cures the failure within fifteen
(15) days; or (b} if the cure requires maore than fifteen (15) days, immediately . initiatas &teps sufficient to cure the failure
and thereafter continues and completes all reasonable and necessary steps sufﬂment to produce compliance as soon as
reasonably practical.

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

Electicn of Remedies. Election by Lender to pursue any remedy shall not exclude pursunt of any other remedy, and an
election to make expenditures or 1o take action to perform an obligation of Grantoi urider this Deed of Trust, after
Grantor's failure to perform, shall not affect Lender's right to declare a default and exergise its remiudies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the antire Indebtedness |mmed|ate|y due
and payable, including any prepayment penalty which Grantor would be required to pay. :

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to° exermse its power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by ]udlClal foreclosure in either
case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the nghts and remeduee of
a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take posssssion of and rmanage, the Property
and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and apove-Lender's:,
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other usér of‘the.Property”
to make payments of rent or use fees directly to Lender. If the Rents are coliected by Lender, then Granter irevacably -
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:resposise:
to Lender's demand shall satisfy the obligations for which the payments are made, whether or not any proper gretnds
for the demand existed. Lender may exercise its rights under this subparagraph sither in person, by agent, or through a
receiver.

Appoint Recelver. Lsnder shall have the right to have a receiver appointed to take possession of all or any part of the
Property, with the power to protect and preserve the Property, to operate the Property preceding or pending foreclosure -

or sale, and fo collect the Rents from the Property and apply the proceeds, over and above the cost of the recewershlp,
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's right to the appointment
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DEED OF TRUST
“ Loan No: 5022802-201 (Continued) Page 7

; :"'and"&the laws of the State ot Washington. This Deed of Trust has been accepted by Lender in the State of
/. Washington,

: C'hqlce"of-\(enue. If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the courts of
+ SKAGIT-County, State ot Washington.

;No”'Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is giverT in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right shall

operate ag'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 constltute a waiver of Lender’s right otherwise to demand strict compliance with that provision or any cther

provision.of this’ Dged of Trust. No prior waiver by Lender, nor any course of dealing between Lender and Grantor, shall

constitute a-wajver of any of Lender’s rights or of any of Grantor’s obligations as to any future transactions. Whenever
the consent of Lander, is required under this Deed of Trust, the granting of such consent by Lender in any instance shall

not conslitute contlnumg ‘consent to subsequent instances where such consent is requirad and in all cases such consent

may be granted er.withheld.in the sole discretion of Lender,

Severability. [f a.court of ‘competent jurisdiction finds any provisicn of this Deed of Trust to be illegal, invalid, or
unenforceable as’ to ‘any “citcumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as o any: olher clrcumstance. If feasible, the offending provision shall be considered modified so that it
becomes legal, valid and enforceable. If the offending provision cannot 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 shalt not-affect the fegahty validity or enforceability of any other provision of this Deed of Trust.

Successors and Ass:gns Sub]ect 1. any fimitations statsd in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be’binding upen and inure to the benefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference; o 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 liability under the Indebtedness.

Time is of the Essence. Timé isof the essence in the performance of this Deed of Trust.
Walve Jury. All parties to this Deed ‘of Trust hereby waive the right to any,ju
counterciaim brought by any party ag‘éinst any nther party. (Initial Here

Waiver of Homestead Exemption. Graritor hereby releases and waives all fights and benefits of the homestead
exemption laws of the State of Washmgton as to; aH indebtedness secured by this Deed of Trust,

DEFINITIONS. The following capitalized words and: tarms shall have the following meanings when used in this Deed of Trust.
Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in tawful money of the United
States of America. Words and terms used in the sifigulapshall include the plural, and the plural shall include the singular, as
the context may require. Words and terms not otherwtse defined in this Deed of Trust shall have the meanings attributed to
such terms in the Uniform Commercial Code:

Beneficiary. The word "Beneficiary" means PEOPLES BAMK, and its successors and assigns.

Borrower. The word "Borrower" rmeans EMERALD CITY HOMES INC and all other persons and entities signing the
Note in whatever capacity.

Deed of Trust. The words "Deed of Trust” mean thus Deed of Trust among Grantor, Lender, and Trustee, and includes
without limitation all assignment and security interest prowsuonsg_relahng_to_'the Personai Property and Rents.

Default. The word "Default" means the Default set forth in Ihfs Deed of Tfust in the section titled “Default”,

Event of Default. The words "Event of Default" mean any: of ihs events of default set forth in this Deed of Trust in the
events of default section of this Deed of Trust. u

Grantor. The word "Grantor” means EMERALD CITY HOMES '.NC

Guarantor. The word "Guarantor" means any guarantor, surety or accommodahon party of any or all of the
Indebtedness. :

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lender lncludmg without limitation a guaranty of
all or part of the Note. -

jal.in_any action, proceeding, or

Improvements. The word "Improvements” means all existing and future |mprovements, bunldmgs structures, mobile
homes affixed on the Real Propenty, facilities, additions, replacements and other construclion on the Real Property.

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts;: costs and expenses payable
under the Nots or Related Documents, together with all renewals of, extensions-of; madifisatiohs of, consolidations of
and substitutions for the Note or Related Documents and any amounts expendéd.or advanced by Lender 1o discharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obhgatlons under this Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust. g A

Lender. The word "Lender” means PEOPLES BANK, its successors and assigns.

Note. The word "Note" means the promissory nate dated March 3, 2003, in the onginal prlnclpal amount of
$212,000.00 from Grantor to Lender, tagether with all renewals of, extensions of, modrflcatlons of, reflnancmgs of,
consolidations of, and substitutions for the promissory note or agreement.

Personal Property. The words "Personal Property" mean all equipment, fixtures, and other a.rt»cles of personal property
now or hereafter owned by Grantor, and now or hereafter atiached or affixed to the Real Property; together with all
accessions, pars, and additions to, all replacements of, and all substitutions for, any of such property; dnd together with
all issues and profits thereon and proceeds (including without liritation all insurance proceeds and refunds of premmms)
from any sale or other disposition of the Property. ; ;

Property. The woed "Property” means collectively the Real Property and the Personal Property.

Real Property. The words "Real Property” mean the real property, interests and rights, as further descnbed in thls Deed
of Trust.

Related Documnents. The words "Related Documents" mean all promissery notes, credit agreemants, loan agreements
guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral morigages, and alkother .
instruments, agreements and documents, whether now or hereafter existing, éxecuted in connection with=the .
Indebtadness; pravided, that the environmental indemnity agreements are not "Related Documents” and are not secured
by this Deed of Trust.

Rents. The word "Rents® means all present and future rents, revenues, income, issues, royalties, profits, and o’ther"'
benefits derived from the Property.

Trustee. The word "Trustes" means island Title Co. Skagit County, whose maiiing address is 839 S. Burlington Blvd.,

\W\\Wtﬂtﬂt\lt\l\\l\ltt\tWﬂml\\\ll

Skaglt County Audltor
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