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DATE: January 20, 2'004-“

Reference # (if applicable) C29122-/ Additional on page
Grantor(s):
1. CASTELLETTO HOMES INC

Grantee(s)
1. Skagit State Bank S
2. Chicago Title Company, Trustee

Legal Description: Lot 8, WASHINGTON PARK ESTATES Additional on page 2
Assessor's Tax Parcel |ID#: 4770-000 008 0000 (P117634)

THIS DEED OF TRUST is dated January 20, 2004, among CASTELLETTO HOMES INC, a
Washington Corporation, whose address: is P O BOX 917 ANACORTES, WA 98221-0917
("Grantor"); Skagit State Bank, whose mailing address is Anacortes, 1400 Commercial Ave ,
P O Box 36, Anacortes, WA 98221 (referred to below ‘sometimes as "Lender” and sometimes
as "Beneficiary"); and Chicago Title Company; whose mailing address is P O Box 670,
Buriington, WA 98233 (referred to below as "Trustee")
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:'CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right

" of entry-and possession and for the benefit of Lender as Beneficlary, all of Grantor's right, title, and intsrest in and to e
“following déscribed real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixtures; all easements, rights of way, and appurtenances; all water, water rights and difch rights (including stock in utilities
withi ditch or |rr|gat|on rights); and all other rights, royalties, and pfoflts relating to the real property, including without limitation

all minerals, oil,-gas, geothermal and similar matters, (the "Real Property") located in SKAGIT County, State

of Washington'

Lot 8, PLAT OF WASHINGTON PARK ESTATES, according to the plat thereof, recorded
under Auditor’s. F|Ie No. 200011290068, records of Skagit County, Washington.

Situated In Ska__g-tt__ __Gpunty, Washington.

The Real Pro’befﬁ or .‘itu:s address is commonly known as 2703 WASHINGTON BLVD,
ANACORTES, WA 98221 The Real Property tax identification number is 4770-000-008-0000

(P117634)

CROSS-COLLATERALIZATION In addmon to the Note, this Deed of Trust secures all obligations, debts and liabilities, plus
interest thereon, of Grantor:fo Lender,-of &ny one or more of them, as well as all claims by Lender against Grantor or any one
or more of them, whether now existing or hereafter arising, whether related or unrelated to the purpose of the Note, whether
voluntary or otherwise, whether due or not due, direct or indirect, determined or undetermined, absolute or contingent,
liquidated or unliquidated whettier:Grantor may be liable individually or jointty with others, whether obligated as guarantor,
surety, accommodation party of. otherwise, ‘and whether recovery upon such amounts may be or hereafter may become
barred by any statute of limitations, and whsther the obligation to repay such amounts may be or hereafter may become
otherwise unenforceable.

Grantor hereby assigns as security to Lender all of Grantor's right, title, and interest in and to all leases, Rents, and profits of
the Property. This assignment is recorded in. actordance with RCW £5.08.070; the lien created by this assignment is intended
to be spacific, parfected and choate uponi‘the recdrding of this Deed of Trust. Lender grants to Grantor a iicense fo cofisct
the Rents and profits, which license may be revoked at Lenders option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness.

THIS DEEC OF TRUST, INCLUDING THE ASSI'GNME‘NT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, IS GIVEN ‘TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALt OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST, INCLUDING.THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN
THE RENTS AND PERSONAL PROPERTY, IS ALSO-GIVEN TO SECURE ANY AND ALL OF GRANTOR’S OBLIGATIONS
UNDER THAT CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN GRANTOR AND LENDER OF EVEN DATE
HEREWITH. ANY EVENT OF DEFAULT UNDER THE CONSTRUCTION LOAN AGREEMENT, OR ANY OF THE RELATED
DOCUMENTS REFERRED TO THEREIN, SHALL ALSO BE AN-EVENT QF DEFAULT UNDER THIS DEED OF TRUST.
THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as otherwise provided in thls Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and'shall stnctfy and in a timely manner perform all of Grantor's
obligations under the Note, this Deed of Trust, and the Related Documsnts

POSSESSION AND MAINTENANCE OF THE PRCPERTY. Grantor agrees mat Grantor’s possession and use of the Property
shall be govemned by the following provisions:

Posgsession and Use. Until the occcurrence of an Event of Default, Grantor may’ (1) remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3) gollect the Hents from the Property (this privilege is a
license from Lender to Grantor automatically revoked upon default), The following provisions relate to the use of the

Property or to other limitations on the Property. The Real Property is not used pnnmpally for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Property in tenantable condutlon and prompﬂy perform all repairs,
replacements, and maintenance nacessary to preserve its value.

Compliance With Environmental Laws. Grantor represents and warrants to Lender’ that (1) During the period of
Grantor's ownership of the Property, there has been no use, generation, manufacture,” storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person on, under, aboit or from the Properly; (2)
Grantor has no know!edge of, or reascn to believe that there has been, except as préviously disclosed to and
acknowledged by Lender in writing, (a) any breach or violation of any Environmental‘Laws, (b) any use, generation,
manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substance on, under, about

or from the Property by any prior owners or occupants of the Property, or (¢) any actual or thréatened litigation or
claims of any kind by any person relating to such matters; and (3) Except as previously ‘diselosed to and. acknowledged

by Lender in writing, (a) neither Grantor nar any tenant, contractor, agent or other authorized user-0f the: Property shall
use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance on, under; about or from the
Property; and (b} any such activity shall be conducted in compliance with all applicable federal, state, and local laws,
regulations and ordinances, including without limitation all Environmental Laws. Grantor ‘authorizes, Lender and its
agenis 1o enter upon the Property to make such inspections and tests, at Grantor's expense, as" Lendef may deem
appropriate to determine compliance of the Property with this section of the Deed of Trust. Any. inspettions or tests
made by Lender shall be for Lender's purposes only and shall not be construed to create any responsibifity or liability, on

the part of Lender to Grantor or to any other person. The representations and warranties contained hersin are'basedon
Grantor's due diligence in investigating the Propérty for Hazardous Substances. Grantor hereby ™ (1) . Teleases: and
walves any future claims against Lender for indemnity or contribution in the event Grantor becomes liabls for'Gleanupor-
other costs under any such taws; and (2} agrees to Indemnify and hold harmiess Lender against any and all.claims,
losses, liabilities, damages, penalties, ard expenses which Lender may directly or indirectly sustain orsiffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any use, generation, manufacture, storaga, . >
disposal, release or threatened release occurring prior to Grantor's ownership or interest in the Property, whether orngt® *
the same was or should have been known to Grantor. The provisions of this section of the Deed of Trust, including.the™ -
obligation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and reconveyance of.the lien ./ -
of this Deed of Trust and shall not be affected by Lender's acquisition of any Interest in the Property, whether by o
foreclosure or otherwise. )

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any stripplng _of-""
or waste on or to the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will
not remove, or grant to any other party the right to remove, any timber, minerals (including oil and gas), coal, clay,

(T
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: §;:<:>’Ei_§-;soil, gravel or rock products without Lender's prior written consent.

Be’ﬁioqa_l_‘of improvements. Grantor shall not demolish or remove any Improvements from the Real Property without
~Lender's prigr written consent. As a condition to the removal of any Improvements, Lender may require Grantor to make
" arrangetnignts satisfactory to Lender to replace such Improvements with improvements of at least equal value.

Lender's Right to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
Teasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's compliance
with the terms’ and.conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance
by all'agents; tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use or occupy
the Property in any manner, with all laws, ardinances, and regulations, now or hereafter in effect, of all governmental
authorities appiicabie t&the uss or occupancy of the Property, including without limitation, the Americans With Disabilities
Act. Grahtor may: contest in good faith any such law, ordinance, or regulation and withhold compliance during any
proceeding, including.appropriate appeals, so long as Grantor has notified Lender in writing prior to doing so and so
long as, in Lender's'sole opinion, Lender's interests in the Property are not jeopardized. Lender may require Grantor to
post adequate security or a syrety bond, reasonably satisfactory to Lender, to protect Lender's interest.

Duty to Protect.- Grantor agrées neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
addition 1o those acts set forthrabove in this section, which from the character and use of the Property are reasonably
necessary to protect and preserve the Property.

Construction Loan. [fSome or-ll of the proceeds of the loan creating the Indebtedness are to be used to construct or
complete construction of-any: Imprdvermients on the Property, the Improvements shall be completed no later than the

maturity date of the Note (or'such earlier date as Lander may teasonably establish) and Grantor shall pay in full all costs
and expsnses in connection with the work. Lender will disburse loan procesds under such teims and conditions as

Lender may deem reasonably’ necessary.to insure that the interest created by this Deed of Trust shall have priority over
all possible liens, including those.of material suppliers and workmen. Lender may require, among other things, that

disbursement requests be supported by receipted bills, expense affidavits, waivers of liens, construction progress

reports, and such cther documentatiop as Lender may reasonably request.

TAXES AND LIENS. The following prowslcns relg‘gmg--m'me taxes and liens on tha Property are part of this Deed of Trust:

Payment. Grantor shall pay when due (and.in’all ;events prior to definquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and.impositions levied against or on account of the Property, and shall pay

when due all claims for work done on or ‘for-services rendered or material furnished to the Property. Grantor shall

maintain the Property free of all liens having pribrity gvérior equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments not due; except for the Existing Indebtedness referred to below, and except
as otherwise provided in this Deed of Trust.™ - 7

Right to Contest. Grantor may withhold payiment of any tax, assessment, or claim in connection with a good 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 result of nonpayment, Grantor shall withinfifteen {15) days ater the lien arises or, it a lien Is filed, within fifteen
{15) days after Grantor has notice of the filing, secure the discharge.of the fien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate sursty bond ‘or other sectirity “satisfactory to Lender in an amount sufficient to
dischargs the lien plus any costs and attomeys’ fees, or other-Charges that could accrue as a result of a foreclosure or
sale under the lien, In any contest, Grantor shall defend itseif and Lender. and shall satisty any adverse judgment before
enforcement against the Property, Grantor shall name Lenderas an additional obligee under any surety bond furnished
in the contast proceedings. o E

Evidence of Payment. Grantor shall upon demand fumish 1o ‘Ler’i&er-’éatisfact_ory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental official to'eliver fo Lender at any time a written statement
of the taxes and assessments against the Property. Fa ’

Notice of Construction. Grantor shall notify Lender at least fiftéeri (15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Property, if any mechanic's lien, materialmen’s lien, or other
lisn could be assetted on account of the work, services, or materials.” Grantor.will upon request of Lender furnish to
Lender advance assurances satistactory to Lender that Grantor can and will pay the-cost of such improvements.

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

Maintenance of Insurance. Grantor shall procure and maintain policies ‘of fire insurarice with standard extended
coverage sndorsements on a fair value basis for the full insurable value covering all improvements on the Rea) Property
in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee clause in favor of
Lender. Grantor shall also procure and maintain comprehensive general liability insiirance in.such coverage amounts as
Lendsr may request with Trustee and Lender being named as additional insureds in-such liability.insurance policies.
Additionally, Grantor shall maintain such other insurance, including but not limited to hiazard, business interruption, and
boiler insurance, as Lender may reasonably require. Policies shall be written in forin, amounts, coverages and basis
reasonably acceptable to Lender and issued by a company or companies reascnably acceptable 1o Lender. Grantor,
upon request of Lender, will deliver fo Lender from time to time the policies or cetificatés of insurance in form
satisfactory to Lender, including stipulations that coverages will not be cancelied or diminished without-at Jeast thirty (30)
days prior written notice to Lender. Each insurance policy also shall include an endorsement providiig 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 located in an area designated by the Director of the Federal Emergency Managsment Agency as a
special flood hazard area, Grantor agrees to obtain and maintain Federal Flood Insurance, if available, within 45.days
afier notice is given by Lender that the Property is located in a special fiood hazard area, for the full unpaid principa)
balance of the loan and any prior liens on the proparty securing the loan, up to the maximum policy fimits set-Under the
National Flood Insurance Program, or as otherwise required by Lender, and to maintain such insurance for the-term of

Application of Proceads. Grantor shall promptly notify Lender of any loss or damage to the Property. . Lender: may .«
make proof of foss if Grantor fails to do 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 procesds-io
the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the - .
Praperty. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or replace the damaged of /-
destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such expenditure, ~ .-
pay or reimburse Grantor from the praceeds for the reasonable cost of repair or restoration if Grantor is not in default -~
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt and which -
Lender has not committad to the repair or restoration of the Property shall be used first to pay any amount owing:to”
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be applied to the principal
balance of the Indebtedness. If Lender holds any proceeds afler payment in full of the Indebtedness, such proceeds

L
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:" ghél{_bs paid without interest to Grantor as Grantor's interests may appear.

¢ =7 Compliance with Existing Indebtedness. During the period in which any Existing Indebtedness described below is in
.~affect, compliance with the insurance provisions contained in the instrument evidencing such Existing Indebtedness shall
¢ gonstitite-compiiance with the insurance provisions under this Deed of Trust, to the extent compliance with the terms of
this Deed of Trust would constitute a duplication of insurance requirement. If any proceeds from the insurance become
:payable on:loss, the provisions in this Deed of Trust for division of proceeds shall apply only to that portion of the

" proceads not payable 1o the holder of the Existing Indebtedness.

Grantor’s Report on Insurance. Upon request of Lender, however niot more than once a year, Grantor shall furnish to
Lehder.a fapoft on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; (3)
the amountof the palicy; (4) the property insured, the then current replacement value of such property, and the manner
of deterrriining, that value; and (5) the expiration date of the policy. Grantor shall, upon request of Lender, have an
independent appratsersatisfactory to Lender determine the cash value replacement cost of the Property.

LENDER'S EXPENDITURES, If any acfion or proceeding is commenced that would materially affect Lender’s interest in the
Property or if Grantor fails to”comply with any provision of this Deed of Trust or any Refated Documents, Including but not
limited to Grantors failure to comply with any obligation to maintain Existing Indebtedness in good standing as required
below, or to discharge or pay when-due any amounts Grantor is required to discharge or pay under this Deed of Trust or any
Related Documents,-Lender. on Grantor's behalf may (but shall not be obligated to) take any action that Lender deems
appropriate, including but not limited 4o 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, maintaining and preserving the Property.
All such expenditures incurred or pajd by l:ender for such purposes will then bear interest at the rate charged under the Note
from the date incurred or paid-by Eender {0 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 balance of the Note and be
apportioned among and be payable with any instalment payments to become due during either (1) the term of any
applicable insurance policy; or (2} the remaining term of the Note; or (C) be treated as a balloon payment which will be due
and payable at the Note's maturity.. The Deed.of-Trust also will secure payment of these amounts. Such right shall be in
addition to alf other rights and remedies to which Lender may be entitled upon Dafauit.

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

Title. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property in fee simple, free
and clear of all liens and encumbrances. cther:than those set forth in the Real Property description or in the Existing
indebtednaess section below or in any Ule insurance policy, title report, or final tile opinion 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 Lerider. i

Defense of Title. Subject to the exception“in the paragraph above, Grantor warrants and will foraver defend the title to
the Property against the lawful claims of all persons.” In the event any action or proceeding is commenced that questions
Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor’s
expense. Grantor may be the nominal party in such procesding, but Lender shall be entitled 1o participate in the
proceeding and to be represented in the procesding by counsel of Lender's own choice, and Grantor will deliver, or
calise to be delivered, to Lender such instruments &8s Lender may.request from time to time to permit such participation.

Compliance With Laws. Grantor warrants that the Proper‘ty;sdﬁd:é?aritor’s use of the Praperty complies with all existing
applicable laws, ordinances, and regulations of governmental authorities.

Survival of Representations and Warranties. All represertations, y_y.'rarrénties. and agreements made by Grantor in this
Deed of Trust shall survive the execution and delivery of-this Deed of Trust, shall be continuing in nature, and shall
remain in full force and effect until such time as Grantor's Indebtedness shall ba paid in full

EXISTING INDEBTEDNESS. The following provisions concemning Eﬁiéting‘inde’ﬁtédnéss are a part of this Deed of Trust

Existing Lien. The lien of this Deed of Trust securing the Indebtedness may be secondary and inferior to an existing
lien. Grantor expressly covanants and agrees to pay, or see to the payment of ;the Existing Indebtednsss and to prevent
any default on such indebtedness, any default under the instruments evidencing such indebtedness, or any default
under any security documents for such indebtedness. T A e

No Modification. Grantor shall not enter into any agreement with the holder.6f any mortgage, deed of trust, or other
security agreement which has priority over this Deed of Trust by which that agreement is:modified, amended, extended,
or renewed without the prior written consent of Lender. Grantor shall neither request nor accept any future advances
under any such security agreement without the prior written consent of Lender. :

CONDEMNATION. The following provisions relating to condemnation proceedings éré apart of kthiés"'mpeed of Trust;

Proceedings. If any procesding in condemnation is filed, Grantor shall promptly notify“Lender in writing, and Grantor
shall promptly take such steps as may be necessary to defend the action and obtain the award. ..Grantor may be the
nominal party in such proceeding, but Lender shall be entitled to participate in the proceéding and 1o be represented in
the proceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or cause 10, be delivered to
Lender such instruments and documentation as may be requested by Lender from ‘timie to timé to. permit such
participation, e R
Application of Net Proceeds. If all or any part of the Property is condemned by sminent domain procesdings or by any
proceeding or purchase in lieu of condemnation, Lender may at its election require that all orany porfion of the net
proceeds of the award be applied to the Indebtedness or the repair or restoration of the Property.- The'net.proceeds of
the award shall mean the award after payment of all reasonable costs, expenses, and attorneys' fees incurred by Trustee
or Lender in connection with the condemnation. Wt A )

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following p@mbﬁé reliatinig to
governmental taxes, fees and charges are a part of this Deed of Trust: T e

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documents in addition fo this
Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender’s lien'on the.Real
Property. Grantor shall reimburse Lender for all taxes, as described below, together with all expenses incurred .in .
recording, perfecting or continuing this Deed of Trust, including without fimitation alf taxes, fees, documentary-stamps,.© ¢
and other charges for recording or registering this Deed of Trust, R

Taxes. The following shall constitute taxes to which this section applies: (1) a specific tax upon this type of:Deed of:
Trust or upon all or any part of the Indebtedness secured by this Deed of Trust, (2} a specific tax on Grantor which " =
Grantor is authorized or required to deduct from payments on the Indebtedness secured by this type of Deed of Trust; .=
(3) a tax on this type of Deed of Trust chargeable against the Lender or the holder of the Note; and (4) a specificiiax”

on all or any portion of the Indebtedness or on payments of principal and interest made by Grantor, ’

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of Trust, this

A
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vent-shall have the same effect as an Event of Default, and Lender may exercise any or all of its available remediss for
# ~-an-Event of Default as provided below unless Grantor either {1) pays the tax before it becomes delinquent, or (2
_contests~the tax as provided above in the Taxes and Liens section and deposits with Lender cash or a sufficient
< corporate-surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a security
agreement are a part of this Deed of Trust:

$éct__1_rityﬁg__r-éement. This instrument shall constitule a Security Agreernent to the extent any of the Property constitutes
fiktures, and Lender-shall have all of the rights of a secured party under the Uniform Commercial Code as amended from
time to time. . 5

Security interest. Upon request by Lender, Grantor shall execute financing statements and take whatever other action
is requested by Lender:to perfect and continue Lender’s security interest in the Rents and Personal Property. In addition
to recording this -Deed of Trust in the real property records, Lender may, at any time and without further authorization
from Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing statement, Grantor
shall reimburse Lender.for all“expenses incurred in perfecting or continuing this security interest. Upon default, Grantor
shall not remove; sever:or detach the Parsonal Property from the Property. Upon default, Grantor shall assemble any
Personal Propérty not affixed to the Property in a manner and at a place reasonably convenient to Grantor and Lender
and make it available to Lender within three (3) days after receipt of written demand from Lender to the extent permitted

by applicable law, R

Addresses. The mailing éddra__sses---ot Grantor (debtor) and Lender (secured party) from which information concerning
the security interest gréanted by this Deed of Trust may be obtained (each as required by the Uniform Commercial Code})
are as stated on the first page ofthis Desd of Trust.

FURTHER ASSURANCES; ATrORNEYfiN7FACT. The following provisions felating to further assurances and
aftomey-in-fact are a part of this Deed of Trust? .

Further Assurances. At any tife, and-from time to time, upon request of Lender, Grantor will make, executs and
deliver, or will cause to be made; 8xecuted or delivered, to Lender or to Lender's designee, and when requested by

Lender, cause to be filed, recorded, Tefiléd, or rerecorded, as the case may be, at such times and in such offices and
places as Lender may deem appropriate, any“and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, “continuiation- statements, instruments of further assurance, certificates, and other
documents as may, in the sole opinion of Lender, be necessary or desitable in order to effectuate, complete, perfect,

continue, or preserve (1) Grantor's obligations’ under the Note, this Deed of Trust, and the Related Documents, and {(2)
the liens and security interests created by this Deed of Trust on the Property, whether now owned or hersafter acguired
by Grantor. Unless prohibited by law or Lender agress to-the conttrary in writing, Grantor shalt reimburse Lender for all
costs and expenses incurred in connection with the.ratters referred to in this paragraph.

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

paragraph. : !
FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations imposed
upen Grantor under this Dead of Trust, Lender shall execute and deliver to Trastes a request for full raconveyance and shall
execute and deliver to Grantor suitable statements of lermination of any. financing staternent on file evidencing Lender's
socurity interest in the Rents and the Personal Property. Any. raconveyance 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 recanveyance of any matters or facts shall be cenclusive.proof of the truthfulness of any such matters or
facts. ittty

EVENTS OF DEFAULT. Each of the following, at Lender's option, shaii e:onstitu’te'-aﬁ_ Event of Default under this Deed of
Trust: - i

Payment Default. Grantor fails 1o make any payment when due uncié_("the_ Indét__:_tédng;.

Other Defaults. Grantor fails to comply with or to perform any other tefm, obliﬁ&tibn: ";':';:_Jvénant or condition contained in
this Deed of Trust or in any of the Related Documents or to comply with or to gerform any term, obligation, covenant or
condition contained in any other agreement between Lender and Grantor. F

Compliance 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 failure is curable and if Grantor has not been given a
notice of a breach of the same provision of this Deed of Trust within the preceding twelve (12) ronths, it may be cured
{and no Event of Default will have occurred) if Grantor, after Lender sends written natice dsmanding cure of such failure:
{a) cures the failure within fitteen (15) days; or (b} if the cure requires more than fifteén (15) days, .immediately initiates

steps sufficlent to cure the failure and thereafter continues and completss all reasonable and negéssary steps sufficient
to produce compliance as soon as reasonably practical. b A

Default on Other Payments. Failure of Grantor within the time required by this Deed of _'Trﬁ'st-ld'mak'é any payment for
taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any Iigr;.

False Statements. Any warranty, reprasentation or statement made or furnished to Lender_by'_Gf*_ia'ﬁ'tor' or op. 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 furnished or becomes false or misleading at any time thereafter.

Defective Coilateralization. This Desd of Trust or any of the Related Documents ceases to be-in full force and effect
(including failure of any collateral document to create a valid and perfected securfty interest or lien).at any time and.for
any reason. L Y

Insolvency. The dissolution or termination of Grantor's existence as a going business, the insolvency"“qt;éraht__or."ﬂ!:é!-
appointment of a recsiver for any part of Grantor's property, any assignment for the benefit of creditors; any-type of
creditor workout, or the commencement of any proceeding under any bankruptcy or insolvency laws “by. or against . °,
Grarior.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial-
procesding, self-help, repossession of any other method, by any creditor of Grantor or by any governmental-agericy’ ;-
against any property securing the Indebtedness. This includes a gamishment 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 Granfor.=
as 1o the validity or reasonableness of the claim which is the basis of the creditor or forfeiture proceeding and if Grantor -
gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender menies or a surety bond for<
the creditor or forfeiture proceeding, In an amount determined by Lender, in its sole discretion, as being an adequate
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2 ] Breaeh of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and
{ ~Lender that is not remedied within any grace period provided therein, inchuding without limitation any agresment
v -congerning ary indsbtedness or other obligation of Grantor to Lender, whether existing now or later.,

v Events Affectlng Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the
“Indlebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or liability under,
{ any Guaranty of the Indebtedness.

':Adverse Change, A material adversa change occurs in Grantor's financial condition, or Lender believes the prospect of
payment or perforrnance of the Indebtedness is impaired.

Insecurity Lender |n .good faith believes itself insecure.

Existing indebtedneéss. The payment of any installment of principal or any interest on the Existing Indebtedness is not
made within the time ‘required by the promrssory note evidencing such indebtedness, or a default occurs under the
instrument securing such indebtedness and is not cured during any applicable grace period in such instrument, or any
suit or other action js cormnemed to toreclose any existing lien on the Property.

RIGHTS AND FIEMEDIES ON ‘DEFAULT. if an Event of Default occurs under this Deed of Trust, at any time thereafter,
Trustes or Lender may exerclse any one or more of the following rights and remedies:

Election of Remedies. Election by Lender 1o pursue any remedy shall not exclude pursuit of any other remedy, and an
alection to make expenditures-or to take action to perform an obligation of Grantor under this Deed of Trust, after
Grantor’s failure to perform, shall not affect Lender's right to declare a default and exercise its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indsbtedness immediately 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 exercise its power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosurs, in either
case in accordance with and_to"the,full e)_rte'nt__provided by applicable law.

UCC Remedles. With respect to all orany part of the Personal Property, Lender shall have all the rights and remedies of
a secured party under the Uniform Eomrmercial Code.

Collect Rents. Lender shall havé-the right, without notice to Grantor to take possession of and manage the Property
and collect the Bents, including amotints past dus-and unpaid, and apply the net proceeds, over and above Lender's
costs, against the Indebtedness. In furthisrance of this right, Lender may require any tenant or other user of the Property
10 make payments of rent or use fees directly to'Lender.:, If the Rents are collected by Lender, then Grantor irrevocably
designates Lender as Grantor's attorney-in-fact to endorse instruments received in payment thereof in the name of
Grantor and to negotiate the same and collect'the proceeds. Payments by tenants or other users to Lender in response
to Lender's demand shall safisfy the obllgatons far which the payments are made, whether or not any proper grounds
for the demand existed. Lender may exercise: rts rrghts under this subparagraph either in person, by agent, or through a
receiver.

Appoint Receiver, Lender shall have the right to ha_ve a receiver appointed to take possession of all or any par of the
Property, with the power to protect and preserve the Property, to opérate the Property preceding or pending foreclosure

or sale, and 1o collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebtedness. The receiver may serve without bond:if parmitted by law. Lender's right to the appointment

of & receiver shall exist whether or not the apparent value of the Proparty exceeds the Indebledness by a substantial
amount. Employment by Lender shall not disquality a person from serving as a raceiver,

Tenancy at Sufferance. If Grantor remains in possessron of the Property after the Property is sold as provided above or
Lender otherwise becomes entitted to possession of the Property.-upondefault of Grantor, Grantor shall become a
tenant at sufferance of Lender or the purchaser of the Propery ahd shall, at Lenders option, either (1) pay a
reasonable rental for the use of the Property, or {2) vacate the Property |mmed|ately upon the demand of Lender.

Other Remedies. Trustee or Lender shall have any other right or rernedy provrded in this Deed of Trust or the Note or
by law.

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of.any public sale of the Personal
Property or of the time after which any private sale or other intended digposition-5f the Personal Property Is to be made.
Reascnable notice shall mean notice given at least ten {10) days before the time-of the'sale or disposition. Any sale of
the Personal Property may be made in conjunction with any sale of the Real Property P

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have the
Property marshalled. In exemlsnng its rights and remedies, the Trustee or Lender shall be free’ ‘to'sell all or any part of the
Property together or separately, in one sale or by separate sales. Lender shall be, entrtled to brd at any public sale on all
or any portion of the Property.

Attorneys’ Fees; Expenses. |f Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitled to recover such sum as the court may adjudge reasonable ds attomeys’ feés at trial and upon
any appeal. Whether or not any court action is involved, and to the axtent not prohibitéd by law, all reasonable
expenses Lender incurs that in Lender's opinion are necessary at any time for the protection of its interest or the
enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear iriterést at the Note
rate from the date of the expenditure until repaid. Expenses covered by this paragraph intludg; without limitation,

however subject to any limits under applicabie law, Lender’s attomeys’ fees and Lender’s legal expenses, whether or not
there is a fawsult, including attorneys' fees and expenses for bankruptcy procesdings (inchiding efforts.to miodify or
vacate any automatic stay or injunction), appeals, and any anticipated post- Judgment collection services, the cost of

searching records, obtaining title reports (including foreclosure reports), surveyors' reports, and appraisal foes:. title
insurance, and fess for the Trustee, to the extent permitted by applicable law. Grantor also will pay arry court costs, in
addition to all other sums provided by law. B

Rights of Trustee. Trustee shall have all of the rrghts and duties of Lender as set forth in this section. e N

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obngatlons of Trustee""*..
(pursuant to Lender's instructions) are part of this Deed of Trust:

Powers of Trustee. In addition to all powers of Trustes arising as a matter of faw, Trustee shall have the power o take
the following actions with respect to the Property upon the written request of Lender and Grantor: (a) join in preparlng

and filing a map or plat of the Real Property, including the dedication of streets or other rights to the public; (b}joinin - .
granting any easement or creating any restriction on the Real Property; and (¢} Join in any subordination or othzar

agreement affecting this Deed of Trust or the interest of Lendsr under this Deed of Trust.

Obligations to Notify. Trustee shall not be obligated to notify any other party of a pending sale under any other t'ru's’f
deed or lien, or of any action or proceeding In which Grantor, Lender, or Trustee shall be a party, unless required by
applicable law, or uniess the action or proceeding is brought by Trustee. ——
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Trustee. Trustee shall meet all qualifications required for Trustes under applicable law. In addition to the rights and
{ . -femedies set forth above, with respect to all or any part of the Property, the Trustee shall have the right to forecloss by

nétice.-and.sale, and Lender shall have the right to foreclose by judicial foreclosure, in either case in accordance with and
o the full extent provided by applicable law.

:Suwessor Trustee. Lender, at Lender's option, may from time to time appoint a successor Trustee to any Trustee
‘appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office
ofthe recorder of SKAGIT County, State of Washington. The instrument shall contain, in addition to all other matters
required.by state law, the names of the original Lender, Trustee, and Grantor, the book and page or the Auditor's File
Number wherg this Deed of Trust is recorded, and the name and address of the successor trustes, and the instrument
shail be executed and acknowledged by Lender or ils successors In interest. The successor hrustee, without conveyance
of the Pruperty shali-sticceed to all the titte, power, and duties conferred upon the Trustee in this Deed of Trust and by
ap&l;cable daw.. ‘This procedure for substitution of Trustee shall govern to the exclusion of all other provisions for
substitution.

NOTICES. Subject to a_ppl’ic_able faw, and except for notice required or allowed by law 1o be given in another manner, any
notice required to be given under this Deed of Trust, including without limitation any notice of default and any notice of sale
shall be given in writing, and shall"be effective when actually delivered, when actually received by telefacsimile (unless
otherwise required bi:-Taw), whien deposited with a nationally recognized ovemight courier, or, if mailed, when deposited in
the United States mail, as first class, certified or registered mall postage prepaid, directed 1o the addresses shown near the
beginning of this Deed of Trust,~All-copies of notices of foreclosure from the holder of any lien which has priority over this
Deed of Trust shall be sent to-Lender's address, as shown near the beginning of this Deed of Trust. Any party may change its
address for notices under this Déed of Trust by giving formal written notice to the other parties, specifying that the purpose of
the notice Is to change the party’s address. For notice purposes, Grantor agrees to keep Lender informed at all times of
Grantor's current address. Subject to applicable law, and except for notice required or allowed by law to be given in another
manney, if there is more than one: Grantor any nohce given by Lender to any Grantor is deemed 1o be notice given to all
Grantors.

MISCELLANEQUS PROVISIO Ns The followmg mmscellaneous pravisions are a part of this Deed of Trust:

Amendments. This Deed of Trust; together with any Refated Documents, constitutes the entire understanding and
agreement of the parties as to the:mattérs set forth'in this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall be effective unless gwen in wntmg and s»gned by the party or parties sought to be charged or bound by the
alteration or amendment.

Annual Reports. If the Property is used tor purposes ather than Grantor’s residence, Granter shall fumnish to Lender,
upon request, a certified statement of net operafing inceme received from the Property during Grantor's previous fiscal
year in such form and detail as Lender shall require. *Net operating income" shall mean all cash receipts from the
Property less all cash expenditures made in c@nnecmn with the operation of the Property.

Captlon Headings. Caption headings in this Doed-of Trust ara for convenience purposes only and are not to be used to
interpret or define the provisions of this Deed of Trust.

Merger. There shall be no merger of the interest'e_r"é_s_;tate 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.

Governing Law. This 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 TFrust has been accepted by Lender In the Siate of
Washington.

No Waiver by Lender. Lender shall not be deemed to have wawed any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or: oniission-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
prejudlce or constitute a waiver of Lender's right otherwise to demangd strict compliance with that provision or any other

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

constitute a waiver of any of Lender's rights or of any of Grantor's pbligations as to any future fransactions. Whenever
the consent of Lender is required under this Deed of Trust, the granting of such consent by Lender in any instance shall

not constitute continuing consent to subsequent instances where such. consent |s reqwred and in all cases such consent

may be granted or withheld in the scle discretion of Lender.

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be llegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the offending: provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the 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 deieted
from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or unenforceablhty of any provision of
this Deed of Trust shall not affect the legality, validity or enforceability of any other provisicn of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust or transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assngns 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 to this Deed of Trust and the Indebtedness by way of forbearance or extensnon without
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtednéss. N

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

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and beneﬂts “of the hornestead
exemption laws of the State of Washington as 1o all indebtedness secured by this Deed of Trust. . :

DEFINITIONS. The following capitalized words and terms shall hava the following meamngs when used in thls Deed of Trust

Unless specificaly stated io the centrary, all references 1o dollar amounts shall mean amounts in lawful money ofthe. Wnited
Statss of America. Words and terms used in the singular shall include the plural, and the plurat shall include the sindular; &s
the context may require. Words and terms not otherwise defined in this Deed of Trust shail have the meamngs attnbubed to
such terms in the Uniform Commercial Code: o

Beneficiary. The word "Beneficiary" means Skagit State Bank, and its successors and assigns.

Borrower. The word “Borrower’ means CASTELLETTO HOMES INC and includes &l co-signers and co-make '
signing the Note.

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, and mcludes L
without limitation all assignmant and security interest provisions relating to the Personal Property and Rents. DA

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

Environmental Laws. The words "Environmental Laws" mean any and ail state, federal and local statutes, regulatlons
and ordinances relating to the protection of human health or the environment, including without limitation the

L
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P Comprehensrve Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.8.C. Section
. 0601, et seq. ("CERCLA", the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 89-459 (*SARA"),
S the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource Conservation and Recovery

“ Act’ 42.1).8:C. Section 6901, et seq., or other applicable state or federal laws, rules, of regulations adopled pursuant
thereto.

‘Event of Default. The words “Event of Default’ mean any of the events of default set forth in this Deed of Trust in the
sevents of default sectlon of this Deed of Trust.

Existlng Indebtédness. The words "Existing Indebtedness” mean the indebtedness described in the Exisfing Liens
provision of this Deed of Trust,

Grantor. The word "Gramor means CASTELLETTO HOMES INC.

Guarantor The word. 'Guarantor means any guarantor, surety, or accommodation party of any or ali of the
Indebtedness.

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

Hazardous Substances The words "Hazardous Substances” mean materials that, because of their quantity,
concentration or physicaf, chemical or infectious characteristics, may cause or pose a present or potential hazard to
human heaith or the environment when improperly used, treated, stored, disposed of, generated, manufactured,
transported or otherwise handled.-.The words "Hazardous Substances" are used in their very broadest sense and
include without liritation any and all hazardous or toxic substances, materials or waste as defined by or listed under the
Environmental Laws. “ The term *Hdzardous Substances” also includes, without limitation, petroleum and petrolaum
by-products or any fraction mereof and asbestos.

Improvements. The word "Improvements' means all existing and future improvements, buildings, structures, mobile
homes affixed on the Real Property facilities, addmons replacements and other construction on the Real Property.

Indebtedness. The word 'Indebtedness" means all principal, interest, and other amounts, ¢osts and expenses payable
under the Note er Related Documents, together with all renewals of, extensions of, modifications of, consolidations of
and substitutions for the Note or Relatéd Documents and any amounts expended or advanced by Lender to discharge
Grantor's obligations or expenses:incurred by Trustee or Lender to enforce Grantor's obligations under this Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust. Specifically, without limitation,
Indebtedness includes all amounts that rnay be mdlrectly secured by the Cross-Collateralization provision of this Deed of
Trust.

Lender. The word "Lender" means Skaglt State Bank ats successors and assigns.

Note, The word "Note" means the promissory note dated January 20, 2004, in the original principal amount
of $205,535.25 from Grantor to Lender, fogethér with all renewals of, extensions of, modifications of, refinancings of,
consclidations of, and substitutions for the prom:ssory note or agreement. NOTICE TO GRANTOR: THE NOTE
CONTAINS A VARIABLE INTEREST RATE. - -

Personal Property. The words "Personal Property.",.=rnean all equipthent, fixtures, and other articles of personal property
now or hereafter owned by Grantor, and now or hereafter attached ‘or affixed to the Real Property; together with all
accessions, parts, and additions to, all replacements of, and all substifutions for, any of such property; and together with
all issues and profits thereon and proceeds (including wnhou‘t Im‘lltahon all insurance proceeds and refunds of premiums)
from any sale or other disposition of the Property. i

Property. The word "Property” means collectively the Real: Property and the Personal Property.

Real Property. The words "Real Property” mean the real property, mterests and nghts as further described in this Deed
of Trust.

Related Documents. The words "Related Documents” mean all promlssory notes credit agreements, loan agreements,
environmental agreements, guaranties, security agreements, morigages, deeds of trust, security deeds, collateral
mortgages, and all other instruments, agreements and documents whether now or hereaﬂer existing, executed in
connection with the Indebtedness. " : 2

Rents. The word "Rents" means all present and future rents, revanues |noome ISSLIBS royalhes profits, and other
benefits derived from the Property.

Trustee. The word "Trustee" means Chicago Tile Company, whose ma;lmg address is P O Box 670, Burlington, WA
98233 and any substitute or successor trustees,

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

GRANTOR:

CASTELLEITO HOMES !
. / g
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CORPORATE ACKNOWLEDGMENT

STATEOF LBC\QY\\(\T\T}YO(\ )
: ~ 158
coum.qr O \L&L\‘ A )

On this a‘a L day of &m\"-ﬂff- N 200"\‘ , before me, the undersigned

Notary Public, personally appeared RICHARD BIHON, Presidenit of CASTELLEITO HOMES INC, and personally known to
me or proved 1o me on the basis, of satisfactory evidence to be an authorized agent of the corporation that executed the Deed
of Trust and acknowledged the. Deed of Trust to be the free and voluntary act and deed of the comparation, by authority of its
Bylaws or by resolution.of its board of directors, for the uses and purposes therein mentioned, and on cath stated that he or
she is authorized 10 execute this Deed of Trust and in f Deed of Trust on behalf of the corporation.

Notary Public in and for theNStéte-bf\M\_

Residing at [N
My commission expiresm_

REQUEST. FGBOFUMS‘EECONVEYANCE

Ta: e, Trustee

The undersigned is the legal owner and holder of” all mdebtedness securad by this Deed of Trust. You are hereby requested,
upon payment of all sums owing to you,:io reconvey w:thout wamanty, 10 the persons entitled thereto, the right, tite and
interest now held by you under the Deed of Trust

Date: S Beneficiary:
R i
Its:
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