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. .CONSTRUCTION DEED OF TRUST

DATE: September 30:”2063““
Reference # (if apphcable) 10894. PE Additional on page
Grantor{s): .

1. WOODSDALE, LLC
Grantee(s)

1. Whidbey Island Bank

2. LAND TITLE COMPANY Trustee
Legal Description: LT 1, BSP PL03 0071 IN 29-34-4 E W.M, Additional on page 2

Assessor’s Tax Parcel 1D#: 340429- 3023 0300

THIS DEED OF TRUST is dated September-30, 2003, among WOODSDALE, LLC: a Washington
Limited Liability Company ("Grantor"); Whldbey Island Bank, whose mailing address is
Burlington Office, 1800 S. Burlington Ave.; P.0O. Box'302, Burlington, WA 98233 (referred to
heiow sometimes as "Lender” and sometimes as Benefuclary“] and LAND TITLE COMPANY,
whose mailing address is PO BOX 445, BURLINGTON WA 98233 (referred to below as
"Trustee").
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DEED OF TRUST
{Continued) Page 3

; _Comphanca with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
.-.-"comphance by all agents, tenants or other parsons of entitiss of every nature whatsoever who rent, lease or
Gthetwise Use or accupy the Property in any manner, with all laws, ordinances, and regulations, now or hercafter
* ingeffett,of “all governmental authorities applicable to the use or occupancy of the Property, including without
I!mltatlon the: Americans With Disabilities Act, Grantor may contest in good faith any such law, ordinance, or
reguIatlon and: withhold comphance during any praceeding, including appropriate appeals, so long as Grantor has
notified Lender in writing prior to doing so and so long as, in Lender's sols opinion, Lender's interests in the
Property are not jeopardized. Lender may require Grantar to post adequate security or a surety bond, reasonably
sansfactory to. Lender to protect Lander's interest,

Duty to Protect.’ Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other
acts, in additianto those acts set forth above in this section, which from the character and use of the Property are
reasonably necessary :t'o protect and preserve the Property.

Construction Loah. I sorne or all of the procesds of the loan creating the Indebtedness are to be used to construct
ar complete construction 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 reascnably establish) and Grantor shall pay in full
all costs and expenses in cannection with the work. Lender will disburse loan proceeds under such terms and
conditions as Lender miay:deem teasonably necessary to insure that the interest created by this Deed of Trust shall
have priority over all possmle liens, including those of material suppliers and workmen. Lender may require, among
other things, that dnsbursement requests be supported by receipted bills, expense affidavits, waivers of liens,
construction progress reporte and” euch ather documentation as Lender may reasonably request.

DUE ON SALE - CONSENT BY LENDER Lender may, at Lender's option, (A} declara immediately due and payable all
sums secured by this Deed of Trust or B} increase the interest rate provided for in the Note or other document
evidencing the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lendar's prior written consent, of-all or any part of the Real Property, or any interest in the Real Property. A

"sale or transfer" means the conveyance of. F(eal Property or any right, title or interest in the Real Property; whether
legal, beneficial or squitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract,
fand contract, contract for deed, Ieasahotd interest with a term greater than three (3} years, lease-option contract, or by
sale, assignment, or transfer of any benefidial intergst in ar to any land trust holding title to the Real Property, or by any
other method of conveyance of an interest in-the Real.Property. If any Grantor is a corporation, partnership or limited
liability company, transfer also includes ariy change’in’ownership of more than twenty-five percent (25%} of the voting
stock, partnership interests or limited liability éompany interests, as the case may be, of such Grantor. However, this
option shall not be exercised by Lender if such e'x:erc'ise is p.rohibited by federal law or by Washington law.

TAXES AND LIENS. The fallowing provasuons relatmg to thie taxes and liens on the Property are part of this Deed of
Trust:

Payment. Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges fincluding water and sewer), fines and.impositions levied against or an account of the Property, and shall
pay when 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 havmg ‘priority over or, equal 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. . A

Right to Contest, Grantor may withhold payment of any ‘fax. essesé'ment or claim in connection with a good faith
dlspute over the obligation to pay, so long as Lender's’intgrest in theiProperty is not 1eopard|zed If a lien arises or
is filed as a result of nonpayment, Grantor shall within flfteen (¥8). days after the lien arises or, if a lien is filed,
within fifteen (15) days after Grantor has notice of the’ flllng, secdre the discharge of the lien, or if requested by
Lender, depaosit with Lender cash or a sufficient corporate surety- hqnd or 6ther sacurity 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 lien. In any contest/ Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Proparty. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedlngs

Evidence of Payment. Grantor shall upon demand furnish to Lender satlsfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental dfficial-fo dellver to Lender at any time a written
statement of the taxes and assessments against the Property, i

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before:: a_'ny work is commenced, any
services are furnished, or any materials are supplied to the Property, if any mecharicis lien, materialmen's lien, or
other lisn could be asserted on account of the work, services, or materials, Grantor will. upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and wdl pay the cost of such
improvements. :

PROPERTY DAMAGE INSURANCE. Ths following provisions relating to insuring the Propertv are & part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insLJra.nce .with__.- tandard extanded
coverage endorsements on a replacement basis far the full insurable value covering all Imprm';emehts on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with'a staridard mertgagee
clause in favor of Lender. Grantor shall also procure and maintain compreheansive general I|ab|l|ty insurance in such
coverage amounts as Lender may request with Trustee and Lender being named as “additional |nsureds in such
liability insurance policies. Additionally, Grantor shall maintain such other insurance, |ncludmg but.midt Aimited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Pdlicies shall be wrltten in
form, amounts, coverages and basis reasonably acceptable to Lender and issued by a tompany’or ¢companies
reasonably acceptable to Lender. Grantor, upon regquest 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 ten {10} days prior written notice to Lender. Each insurane&-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 Proparty be located in an aréa designated hy".
the Directar of the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees to
obtain and maintain Federal Flond 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.lighg E
on the property securing the loan, up to the maximum pelicy limits set under the National Flood Insurance Program
or as atherwise required by Lender, and to maintain such insurance for the term of the loan. o

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property i tha:-'"
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails’ta. da

so within fifteen {15) days of the casualty. 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 to the reduction of the .

TR
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DEED OF TRUST
(Continued) Page 5

) securlw agreement are a part of this Deed of Trust:

Securﬂy Agreement. This instrument shall constitute a Security Agresment to the extent any of the Property
. titutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
as amended from time to time.

Securltv lnterest Upon request by Lender, Grantor shall execute financing statements and take whatever other
action is requested by Lender to perfact and continue Lender's security interest in the Rents and Personal Property.
In addition to'recarding this Deed of Trust in the real property records, Lender may, at any time and without further
authorlzat!on frem Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing
statémerit.  Graptor:shall 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, Grantar -shall. assemble any Personal Property not affixed to the Property in a manner and at a place
reasonably ‘cohvenjent to: Grantor and Lender and make it available to Lender within three (3} days after receipt of
written demand from Lander to the extent permitted by applicable law.

Addresses. The; ma1llng addresses of Grantor (debtor) and Lender (secured party) from which information
concerning the secunty lnterest granted by this Deed of Trust may be obtained (each as required by the Uniform
Cormmercial Code) are:as: stated on the first page of this Deed of Trust.

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

Further Assurances. At any tlme and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to.be made; skecuted or delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, fecérded, refiled, or rerecorded, as the case may be, at such times and in such offices
and places as Lender may déem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and
othar documents as may, in the sole opinion. of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve lf!_) [Grantor's obligations under the Nota, this Deed of Trust, and the Related
Documents, and {2} the liens and: secunty intarests created by this Deed of Trust as first and prior liens on the
Property, whethar now owned or-hergafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary in writing, Grantor shall relmburse Lender for all costs and expenses incurred in connaction with the
matters referred to in this paragraph .

Attorney-in-Fact. |f Grantor fails to do any Qf the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and at Grantor's experse. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purpose. ‘of making, executing, delivering, filing, recording, and doing all
other things as may be necessary or desnrable, n Lander s sole opinion, to accomplish the matters referred to in
the preceding paragraph. 2 :

FULL PERFORMANCE. If Grantor pays all the’ lndebtedness when due, and otherwise perfarms all the obligations
imposed upon Grantor under this Deed of Trust, “Lender shall exscute and deliver to Trustes a request for full
recanveyance and shall execute and deliver to Grantar:suitable statements of termination of any financing statement an
file evidencing Lender's security interest in the Rents’ and the Persopal-Property. Any reconveyance fee shall be paid by
Grantor, if permitted by applicable law. The grantee in any recon\?e\rahce may be described as the "person or persons
legally entitled thereto™, and the recitals in the recanveyance sf any matters ar facts shall be conclusive proof of the
truthfuiness of any such matters or facts. : :

DEFAULT. Default will occur if payment in full is not made |mmed|ately when due.

RIGHTS AND REMEDIES ON DEFAULT. |f Default occurs under this Deed .of Trust, at any time thereafter, Trustee ar
Lender may exercise any one of mare of the following rights and-remedies: i

Election of Remedies. Election by Lender to pursue any remedy shail not exclude pursuit of any other remedy, and
an election to make expenditures or to take action to perform an’ obligation of Grantor under this Deed of Trust,
after Grantor's failure to perform, shali not affect Lender’s right to’declare a défault and exercise its remedies.

Accelerate Indebtednese, Lender shall have the right at its optlon to, declare the_entire Indebtedness immediately
due and payable, including any prepayment penalty which Grantor would be rEqulred to pay.

Foreclosure. With respect to all or any part of the Real Property, the Tr;_usi;&s shall h_ave the right to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have theiright to foreclose by judicial
foreclosura, in sither 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, Lander shall :have all the rights and
remedies of a secured party undet the Uniform Commercial Code. :

Collect Rents. Lender shall have the right, without notice to Grantor to take possessmn «of and manage the
Property and collect the Rents, including amounts past due and unpaid, and apply the net proceeds over and
above Lender's costs, against the [ndebtedness. In furtherance af this right, Lender may require any tenant or
other user of the Property to make payments of rent or use fees directly to Lender:, li-the<Rents*are collected by
Lender, then Grantor irrevocably designhates Lender as Grantor's attarney-in-fact to endorse instrumeénts received in
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds Payments by tenants
or other users ta Lender in rasponse to Lendet's demand shall satisfy the obligations for which the payments are
made, whether or not any proper grounds for the demand existed. Lender may ex‘éﬁr_ciée-“its righfs under this
subparagraph either in person, by agent, or through a receiver. R C

Appoint Receiver. Lender shall have the right to have a receiver appointsd to take possesston of all of any part of
the Property, with the power to protect and preserve the Property, to aperate the Property precedmg of pending
foreclosure ar sale, and to collect the Rents from the Property and apply the proceeds, over and.aboveé the gost of
the receivership, against the Indebtedness. The receiver may serve without bond if permitted by.faw - Lehdér's
right to the appeintment of a receiver shall exist whether or not the apparent value of the Propetty exceeds:the
Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serving as a,
receiver. 5 :

Tenancy at Sufferance. |f Grantor remains in possession of the Property after the Property is sold ds provided
above or Lender otherwise hecomes entitled to possession of the Property upon default of Grantor, Grantor shall:
tecome a tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, elther KA
pay a reasonable rental for the use of the Property, or {2} vacate the Property immediately upon the demand ofw‘
Lendet.

Other Remedies. Trustee or Lender shall have any other right or remedy providad in this Deed of Trust or the Nate.
ot by law.

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal .~

L
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DEED OF TRUST
{Continued) Page 7

_ commencement of an action for these purposes. The Federal Arbitration Act shall apply to the construction,
£ .--'|nterpretatnon, and enforcement of this arbitration provision.

K_"Captlon‘_H:ea_g.ilngs. Caption headings in this Deed of Trust are for convenience purposes only and are not ta be
used-to interpret or define the provisicns of this Deed of Trust.

Merger Thére shall be no merger of the interast or estate created by this Deed of Trust with any other interest or
estate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender B

Governmg Law Thls Deed of Trust will be governed by, construed and enforced in accordance with federal law
and the laws of the State of Washington. This Deed of Trust has been accepted by Lender in the Siate of
Washingten, -

Choice of Venue If thafe is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of Skagit County, State of Washington.

No Waiver by Lender Lender shall not be deemed to have waived any rights undar this Deed of Trust unless such
waiver is given,in writing and ‘signed by Lender. No delay or omission on the part of Lender in exercising any right
shall aperate as a walver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
shail not prejudlce or ‘constitute. a waiver of Lender's right otherwise to demand strict compliance with that
pravision or any other provisipni of this Deed of Trust, No prior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations
as to any future trangattipns.. “Wheriever the consent of Lender is required under this Deed of Trust, the granting
of such censent by Lander in any ‘iistance shall not constitute continuing consent to subsequent instances whers
such consent is required ard in all cases such consent may be granted or withhald in the sole discretion of Lander.

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any ‘circumstande, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other cnrcumstance If feasible, the offending provision shall be considered modified so
that it becomes legal, valid“and’ enforgeable. If the offending provision cannot be so medified, it shall be
considered deleted from this Dasd of Trust. Unless otherwise required by law, the illegality, invalidity, or
unenforceability of any provisioniof, this Desd- of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust ’ :

Successors and Assigns. Subject to any hmrtatlons stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon-and irure ta the benefit of the parties, their successors and assigns, |If
ownership of the Property becomes vasted in‘a perssn other than Grantar, Lender, without notice to Grantor, may
deal with Grantor's successors with reference to this Peed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from’ the ob!lgatlons of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essentce ifi ‘the performance of this Deed of Trust.

Waiver of Homestead Exemption. Grantor He_ré‘_l;gy releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust,

DEFINITIONS. The following capitalized words and tetims shall have the following meanings when used in this Deed of
Trust, Unless specifically stated to the contrary, all references to dollaf.amounts shall mean amounts in lawful maoney
of the United States of America. Words and terms used in‘the“singilar shall include the plural, and the plural shall
include the singular, as the context may require Words and.terms not btherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commermal Code

Beneficiary, The word "Beneficiary™ means Whidbey Island Eank and its.successars and assigns.

Borrower. The word "Borrower" means WOODSDALE, LLC and all othar parsons and entities sighing the Note in
whatever capacity.

Deed of Trust. The words "Deed of Trust" mean this Deed af Trust arnong Grantor, Lender, and Trustee, and
includes without limitation all assignment and security interest prowsuons relatlng ta the Personal Property and
Rents.

Default. The word "Default” means the Default set forth in this Deed of’ Tru in the“section titted "Dafault™.

Environmental Laws. The words "Environmental Laws" mean any and aII state,” federal and local statutes,
regulations and erdinances relating to the protection of human health or the environment, including without
limitation the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42
U,5.C. Section 9601, et seq. {"CERCLA"}, the Superfund Amendmaents and Reauthorlzatmn Act of 1986, Pub. L.
No. 99-493 ("SARA™), the Mazardous Materials Transportation Act, 49 U.5.C, Sectlon 1801 et seq., the Resource
Conservation and Recovery Act, 42 U.5.C. Section 6301, et seq., or other appllcable Atate or federal laws, rules,
of regulations adopted pursuant thereto. : .

Grantor. The word "Grantor” means WCOODSDALE, LLC.

Hazardous Substances, The words "Hazardous Substances”™ mean materials that, because” of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose-a-prasgnt or potential hazard
to human health or the environment when improperly used, treated, stored, disposed of, generated, manufactured,
transported or otherwise handled, The words "Hazardous Substances™ are used in theif VETY broadest sense and
include without limitation any and all hazardous or toxic substances, materials or wasté as defmed by or listed
undet the Environmental Laws. The term "Hazardous Substances™ also includes, without Ilmatatlon, petruleum and
patroleum by-products or any fraction thereof and ashestos.

Improvements. The word "Improvements” means all existing and future improvements, hmldmgs, structures
mobile homes affixed on the Real Property, facilities, additions, replacements and other constructlon on the Real
Property. :

Indebtedness. The word "Indebtedness™ means all principal, interest, and other amounts, cos’ts' and ‘expensss,
payable under the Note or Related Documents, together with all renewals of, extensions of, mwdifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts expended of ddvanced by ./
Lender to discharge Grantor's obligations or expenses incurred by Trustee or Lender te enforce’ Grantot's,
obligations under this Deed of Trust, togsther with interest on such amounts as provided in this Deed of ]’r'u_s_t‘ i

Lender. The word "Lender” means Whidbey Island Bank, its successors and assigns.

Mote. The word "Nota" means the promissory note dated September 30, 2003, in the original pnm:lpal.--"‘
amount of $1,444,000.00 from Grantor to Lender, together with all renewals of, extensiors of,
medifications of, refinancings of, consolidations of, and substitutions for the promissory note or agreement.

Personal Property. The wards "Personal Property” mean all equipment, fixtures, and other articles of personal .+~
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DEED OF TRUST
{Continued)

Page 9

S REQUEST FOR FULL RECONVEYANCE
-'|.-__D:~." , Trustee

The g‘hd‘érsignediis the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby

requested, upon_jpai.yment of all sums owing to you, to reconvey without warranty, to the persons entitled thereto, the
right,‘title and interest now held by you under the Deed of Trust,

Date:

Beneficiary:
By:

Its:

LASER PRO Landing, Ver, 6.33.00.003 Copr. Harland Financisl Salutens, Ine. 1997, 2003, All Right Resarved. - WA MACFRLMAGO1FG TR-17481 PR-COMMLAE
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