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DATE: March 10, 2005

Reference # (if apphcable) 90000009 Additional on page
Grantor(s):
1. RKL Constructlon LLC

Grantee(s)
1. Horizon Bank A
2. Westward Financial’ Serwces Corporanon Trustee

Legal Description: Lots 21 and 22, Bloc‘k__1113 )
NORTHERN PACIFIC ADDITION TO ANACORTES
EE Additional on page 2

Assessor’s Tax Parcel ID#: 3809-113-622-0002

THIS DEED OF TRUST is dated March 10 2005 among ‘RKL Construction LLC, a Washington
Limited Liability Company, whose address is 350. Jenmfer Place, Friday Harbor, WA 98250
("Grantor"); Horizon Bank, whose mailing address is _Anacortes Office, PO Box 587 / 1218
Commercial Avenue, Anacortes, WA 98221 (referred to below sometimes as "Lender” and
sometimes as "Beneficiary"); and Westward Financial Services Corporation, whose mailing
address is 1500 Cornwall Avenue, Bellingham, WA 98225 (referred to below as "Trustee").
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F ceNVEYANCE 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 Grantar's right, title, and interest in and to the
., foilowing .descrined real properly, together with all existing or subsequently erected or affixed buildings, improvemants and
“fixtures; all easements, rights of way, and appurtenances; all water, water righls and ditch rights (including stock in ufilities
with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real doerty, including witheout limitation
all ‘minerals, oil, gas, geothermal and simitar matters, (the "Real Property") located in Skagit County, State

of Washmgton-

Lots 21 and .22, Block 1113, "NORTHERN PACIFIC ADDITION TO ANACORTES",
acoordmg fo the plat thereof recorded in Volume 2 of Plats, pages 9 through 11, records
of Skagit County_,._Washlngton (Also shown of record as Lot 10 of Survey recorded under
Skagit Cou'niy Auditor’s File No. 200406280201).

The Real Property or |ts address is commonly known as 3720 7th Street, Anacortes, WA
98221. The Real Property tax identification number is 3808-113-022-0002

Grantor hereby assigns as security to'Lender, all of Grantor’s right, tile, and intersst in and to all Isases, Rents, and profits of
the Property. This assignmentis recorded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and chioale upen the recording of this Deed of Trust. Lender granis to Grantor a license lo collect
the Rents and profits, which Ilcense may. be revoked at Lender's option and shall be automatically revoked upon acceleration
of all or part of the lndebtedness

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

PAYMENT AND PERFORMANCE. Except as otherwise provided in this Deed of Trusl, Granlor shall pay to Lender all
amaunts secured by this Dead of Trust a€ they beedme due, and shall strictly and in a fimely manner pertorm all of Grantor’s
obligations under the Note, this Deed of Trust; and the Related Documents.

CONSTRUCTION MORTGAGE. This Desd. 6!__Tri'.|st-'is a "construction mortgage” for the purposes of Sections 8-334 and
2A-308 of the Uniform Commercial Code, as those séclions have been adopted by the State of Washington.

POSSESSION AND MAINTENANCE OF THE PROPERTY Grantor agrees that Grantor's possession and uss of the Property
shall be governed by the following provisions: :

Possession and Use. Until the occurrence of an: Evenl of Default, Grantor may (1) remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3) callect the Rents from the Property (this privilege is a
license from Lender to Grantor automatically revioked upon defaulf). The following provisions relate to the use of the
Property or to other limitations on the Property. “The Real Propertyis not used principally for agricultural purposes.

Duty to Maintain. Granfor shall maintain the" F'ropeny in tenantable condition and promptly perform all repairs,
replacements, and maintenance nacessary to preserve its value

Compliance With Environmenial Laws. Grantor represents and warrants to Lender that: (1) During the period of
Grantor's ownership of the Property, there has beenno. use, generation, manufacturs, storage, treatment, disposal,
release or threatened releasa of any Hazardous Substance by any person on, under, about or from the Property; {2)
Grantor has no knowledge of, or reason fo believe that thers.-has-been, except as previously disclosed to and
acknowladged by Lender in writing, (a) any breach or violation of 4ny 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 cwners or occupants of the Property, or - (¢) any actual or threatened litigalion or
claims of any kind by any person relating to such matters; and () Except as'praviously disciosed o and acknowledged
by Lender in writing, {a) neither Granter nor any tenant, contractor; agent 6r other autherized user of the Property shall
usa, generate, manufacture, store, freat, dispose of or release any.Hazardous Substance on, under, about or from the
Property; and (2} any such activity shall be conducted in compliarice with alf appliciible federal, state, and local laws,
regulations and ordinances, including without limitation all Environmental‘Laws. Grantor authorizes Lender and ils
agents to enter upon the Properly to make such inspections and tfesls, at.Granlor's expense, as Lender may deem
appropriate fo determine compliance of the Property with this section of.the Deed of Trusl. Any inspections or fests
made by Lender shall be for Lender's purposes only and shall not be construed to creata &ny responsibility or liability on
the part of Lender to Grantor or to any other person. The representations and wairanties.contained herein are based on
Grantor's due diligance in investigating the Property for Hazardous Substances.’ Grantor hereby (1) relsases and
waives any future claims against Lender tor indemnity or contribution in the event Granlor becomes lfable for cleanup or
other costs under any such laws; and (2) agrees o indemnify and hold harmless Lénder agairist any and all claims,
losses, liabilities, damages, penallies, and expenses which Lender may direclly or mdlrecﬂy ‘sustain or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any use,generation, manufaclure, storage,
disposal, release or threatsned release occurring prior to Grantor's ownership or interest in the Proper’ty whether or not
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, shali survive the payment of the Indebtadness and the satisfaction and reconveyance of the lien
of this Deed of Trust and shalt nol be affected by Lender's acquisition of any interest’ En the Proparty, whelher by
foreclosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permlt or suffer any strlpprng of
or waste on or to the Property or any portion of the Property. Without limiling the generality of the foregoing,-Grantor will
not remove, or grant to any other party the right to remove, any timber, minerals (including oJ.I and gas), coa\ c\ay,
scoria, soil, gravel or rock products without Lender's pricr written consent.

Removal of Improvements. Grantor shall not demolish or remave any Improvements from the Rea| Propar'ry w:thout
Lender’s prior written consent. As a condition to the removal of any Improvements, Lender may requite Grantor.io maka
arrangements satisfactory to Lender to replace such Improvements with Improvements of at least equal value ' C

Lender’s Right to Enter. Lender and Lender’s agenits and rapresentatives may enter upon the Real Property at’ all'

reasonable limes to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's compllancs

with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compllance...
by all agents, tanants or other persons or entilies of every nature whatsoever who renl, lease or otherwise use or occupy
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of ali governmental

authorities applicable to the use or occupancy of the Properly, including without limitation, the Americans With Disabiliies -~ )
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¢ @rantor’s Report on Insurance. Upon request of Lender, however not more than once a 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)

“  Ahe amount of the palicy; {(4) the property insured, the then current replacement value of such property, and the manner

- otdetermining 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 cost of the Property,

LENDER S EXPENDITURES. If any action or proceeding is commenced thal would materially affect Lender’s interest in the
Praperty or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including but nof
limited to Grantor’s failure to discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed
of Trustor any’Related Documents, Lender on Granlor's behalf may (but shall not be obligated to) take any action that Lender
deems appropriate, including but not limited to discharging or paying all taxes, liens, security interests, encumbrances and
other claims, at any time-levied or placed on the Property and paying all costs for insuring, maintaining and preserving the
Property. All stich® expendntures incurred or paid by Lender for such purposes will then bear interest at the rate charged
under the Nofe from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses will become
a part of the Indebledness and, at Lender's oplion, will [A) be payable on demand; (B) be added to the balance of the
Note and be apportioned amorig and be payable with any installment 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 matunty The Deed of Trust also will secure payment of these amounts. Such right shall be in
addition to all otherfights and remedles to which Lender may be enlitied upon Default.

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

Title. Grantor warrants that (a) Granlor holds geod and marketable title of record to the Property in fee S|mple, free
and clear of all liens and’ emtumbiarices other than those set forth in the Real Property description or in any fitle
insurance policy, title repért, or final litle opinion issued in favor of, and accepted by, Lender in connection with this Deed
of Trust, and () Grantor. has the fulkright, power, and authority fo execule and deliver this Deed of Trust to Lender.

Defense of Tille. Sublect to.the exceptton in the paragraph above, Grantor warrants and will forever defend the fitle to
the Property against the lavwful claims of all-persons. In the event any action or proceeding is commenced that questions
Grantor's title or the interest of Trustée.dr Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor may be the_nominal party.in such proceeding, but Lender shall be entitled to participate in the
proceeding and to be represerited in the.préceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be delivered, to Lender suchinstruménts as Lender may raquest from time to time to permit such participation.

Compilance With Laws. Grantor w‘a'riénfs_ that:the Property and Grantor's use of the Properly complies with all existing
applicable laws, ordinances, and regulalibns of"governmental authorities.

Survival of Represenlatlons and Warranties. All representatlons warranties, and agreements made by Grantor in this
Deed of Trust shall survive the execution and.-telivery of this Deed of Trust, shall be continuing in nature, and shall
remnain in full force and effect untif such time as Grantor’s Indebtedness shall be paid in full.

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

Proceedings. If any proceeding in condemnatlon is filed, Grantor shall prampily notify Lender in writing, and Grantor
shall promptly take such steps as may be necessary to defend’ ‘the aclion and obtain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entitled to.participate in the proceeding and to be represented in
the proceeding by counsel of its own choice all at Grantor's’ expense,and Grantor will deliver or cause to be delivered to
Lender such instruments and documentation as may be requested hy Lender from lime to time to permit such
participation.

Application of Net Proceeds. If all or any part of the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in lieu of condemnation, Lender may at its. election require that all or any portion of the net
proceeds of the award be applied lo the Indebtedness or the repair or testoration of the Property. The net proceeds of
the award shall mean the award after payment of ail reasonable cosls expenses. and allorneys’ fees incurred by Trustee
or Lender in connection with the candemnatlion.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES The following provisions relating to
governmental taxes, fees and charges are a part of this Deed of Trust: ° .

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute sUch documents in addition to this
Deed of Trust and take whatever other action is requested by Lender to perfect and gontinug Lender's lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as described below, togsther with all expenses incurred in
recording, perfecting or continuing this Deed of Trust, including without Ilmltahon all taxes fees, decumentary stamps,
and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute faxes to which this seclion applies: (1) _a spec_:iﬁc t&x upon this type of Deed of
Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; (2} & specific tax on Grantor which
Grantor is autharized or required to deduct from payments on the Indebtedness sécured by this type of Deed of Trust;
(3) a tax on this type of Dead of Trust chargeable against the Lender or the holder of the Note; and (4) a specific tax
on all or any portion of the Indebtedness or on payments of principal and interest made by Graptor. .=

Subsequent Taxes. If any tax to which this section applies is enacted subsequent td-the ddte of this Deed of Trust, this
avant shall have the sams effect as an Event of Defaull, and Lender may exercise any or all of its-available remedies for
an Event of Default as provided below unless Grantor sither (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 lo this Deed cf Trust as: -8 secunty
agreement are & part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of lhe Prcperty consf tutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code as amended from
time to time. '

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender o perfecl andi;
continue Lender's security interest in the Rents and Personal Property. In addition to recording this Deed of Trust'in the'
real propery records, Lender may, al any time and without further authorization from Grantor, file executed- counierparts

copies or reproductions of this Deed of Trust as a financing stalement. Grantor shall reimburse Lender for all expenses

incurred in perfecting or continuing this security interest. Upon defaull, Grantor shall not remove, sever or detach the™

Parsonal Property from the Property. Upon default, Grantor shall assemble any Personal Property not affixed to/the,

Property in a manner and at a place reasonably convenient to Grantor and Lender and make it available lo Lender wnhm
three (3) days after receipt of written demand from Lender to the extent permitted by applicable law. :

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) from which information concermng

S
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. # Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during any
prooeedmg, including appropnate appeals, so long as Grantor has nofified Lander in writing prior to doing so and so

~long s, i Lender's sole opinion, Lender's interests in the Properly are not jeopardized. Lender may require Grantor to
! post adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lender’s inferest.

;Duly to Protect. Grantor agrees neither to abanden or leave unattended the Properly. Grantor shall do all other acls, in
:addition to:lhese ects set forth above in this section, which from the character and use of the Property are reasonably
'necessary to protact and preserve the Property.

Cons1ruc1ion Loan if some or all of the proceeds of the loan creating the Indebtedness are to be used to construct or
compléte constructlon of any Improvements con the Property, tha Improvements shall be completed no later than the
maturity date:of:the ‘Note (or such earlier date as Lender may reasonably establish) and Grantor shall pay in full all costs
and expenses’in connéction with the work. Lender will disburse loan proceeds under such terms and condifions as
Lender may deem reaschably necessary to insure that the interest created by this Deed of Trust shall have priority over
all possible liens, ingluding: those of material suppliers and workmen. Lender may require, among other things, that
disbursement reguests be supported by receipted bills, expense affidavils, walvers of liens, construction progress
raports, and suych ather.documentation as Lender may reasonably request.

DUE ON SALE - CONSENT BY LENDER Lender may, at Lender's option, {A) declare 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 stch. other conditions as Lendsr deams appropriate, upon the sale or transfer, without Lender’s
prior written consent, of all or-any part-of-the Real Proparty, or any interest in the Real Property. A "sale or transfer” means the
conveyance of Real Properly of any right, title or interest in the Real Property; whether legal, bensficial or equitable; whether
voluntary or involuntary; whether by-outright sale, deed, instaliment sale coniract, land contract, contract for deed, leasehold
interest with a term greater than three (3) years, lease—option contract, or by sale, assignment, or fransfer of any beneficial
interest in or to any land trust holdmg title 1o.the Real Property, or by any other methed of conveyance of an interest in the
Real Properly. If any Grantor is a.corporaticn, partnership or limited liability company, transfer also includes any change in
ownership of more than twenty=five percent {25%) of the voting stock, partnership inlerests or limited liability company
interests, as the case may be, of such‘Grantor.” However, this oplion shall not be exercised by Lender if such exerciss Is
prohibited by federal law or by Washmglan Iaw

TAXES AND LIENS. Ths following prowsxons relatmg to the 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 laxes, assessments,
charges (including water and sewer), linés and lmposmons 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 tree of all iens having priority ‘over or equal to the inferest of Lender under this Deed of Trust,
except for the lien of laxes and assessments not due and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhold payment of any tax, assessment, or ¢laim in connection with a good faith
dispute over the cbligation to pay, so long as Lender’s interast in the Property is not jeopardized. |f a lien arises or is
filed as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed, within fiftegn
(15) days afler Granlor has notice of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond-‘or other security safisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attorneys’ fees, or othercharges 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 satisfy any adverse judgment before
enforcement against the Property. Grantor shall name Landar as an addltlonal obligea under any surety bond furnished
in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furmsh to Lendar sahsfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental o’rficral lo dellver to Lendsr at any time a written statement
of the taxes and assessments against the Property.

Notice of Construction. Grantor shall noiify Lender al least ﬂfteen (15} days before any work is commenced, any
services are furnished, or any materials are supplied to the Propeity; if any mechanic’s lign, materialmen’s lien, or other
lien could be asserted on account of the work, services, or materials. Grartor will upon request of Lender fumish to
Lender advance assurances satisfaclory to Lender that Grantor can and wilf pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relaling o msunng the Properiy are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shali procure and malntain policies af fira Insuranoe with standard extended
coverage endorsements on a fair value basis for the full insurable value covering all Imprévements on the Real Property
in an amount sufficient to avoid application of any coinsurance clause, and with-a standard -mortgagee clause in faver of
Lender. Grantor shall also procure and maintain comprehensive general liability-insurance in‘such coverage amounts as
Lender may request with Trustee and Lender being named as additional insureds in” such liability insurance policies.
Additionally, Granter shall maintain such other insurance, including but not limited to hazard, busifiess interruption, and
boiler insurance, as Lender may reasonably require. Policies shall be written in form, amourits, coverages and basis
reasonably accepiable to Lender and issued by a company or companies reasonably acgeptable toLender. Grantor,
upan request of Lender, will deliver 1o Lender from time to time the policies or:-cerlificates ef insurance in form
sahsfactory to Lender, including stipulations that coverages will not be cancelled or diminished without-at least ten (10)
days prior written notice to Lender. Each insurance policy also shall include an endorsement.providing that coverage in
favor of Lender will not be |mpa|red in any way by any act, omission or default of Grantor or any.other perSon. Shouid
ihe Real Properly be located in an area designated by the Director of the Faderal Emergency Manggement-Agency as a
special flood hazard area, Grantor agrees to obtain and maintain Federal Flood Insurance, if-available; within 45 days
after notice is given by Lender that the Property is located in a special flood hazard area, for:thé full unpaid-principal
balance of the loan and any prior ligns on the property securing the loan, up to the maximum pollcy limits set under the
National Flood Insurance Program, or as otherwise required by Lender, and to maintain such msurance for the term of
the loan. y

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage lo the Property Lender may_

make proot of loss If Grantor falls to do so within fifteen (15) days of the casualty. Whether or nat Lender's security.is °.
impaired, Lender may, at Lender’s elsction, receive and retain the proceeds of any insurance and apply the: proceads to &
the reduction of the Indebledness, payment of any lien affecting the Property, or the restoration and‘repalr-of .the

Property. It Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or replace ths damaged or

desiroyed Improvements in a manner salisfactory to Lender. Lender shall, upon satisfactory proof of such expenditurs, -
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantor is not in default” =
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days afier their receipt and which:*

Lender has not committed to the repair or restoration of the Property shall be used first to pay any amount owing..fo
Lender under this Deed of Trust, then {o pay accrued interest, and the remainder, if any, shall be applied to the principal

balance of the Indebledness. If Lender holds any proceeds after payment in full of the Indebtedness, such proceeds e

shall be paid without interest to Grantor as Grantor's interests may ¢————

M
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; the'seéurity interest granted by this Deed of Trust may be obtained (each as required by the Uniform Commercial Code)
C ag as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES ATTORNEY-IN-FACT, The following provisions relaling to further assurances and
aﬂorney—qn—fact area part of this Deed of Trust:

_Further Assurances Al any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender,.cause to-be filed, recorded, refilad, or rerecorded, as the case may be, at such times and in such offices and
places asLender ‘may deem appropriate, any and all such mortgages, deeds of trust, security deeds, securlty
agreements. fmancmg statements, continuation statements, instruments of further assurance, certificates, and other
documents as may,‘in‘the sole opinion of Lender, be necessary or desirabie in order to effectuate, compiete, perfect,
continué, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and (2}
the liens and securily intgrests created by this Deed of Trust as first and prior liens on the Property, whether now owned
or hereafter acquired-by Grantor. Unless prohibited by law or Lender agrees lo the contrary in writing, Grantor shall
reimburse Lender far alt casts .and expenses incurred in connection wilh the matters referved ta in this paragraph.

Aftorney-in-Fact, .1f: Grantor falls to do any of the things referred to in the preceding paragraph, Lender may do so for
and in the namie-of Grantor and-at Grantor's expense. For such purposes, Grantor hareby 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 desurable in Lender's sole opinion, to accomplish the matiers referred to in the preceding
paragraph.

FULL PERFORMANCE. If: Granlor pays all the Indebtedness when due, and ctherwise performs all the abligations imposed
upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
execute and deliver to Granlor suilable stitements of termination of any financing statement on file evidencing Lender’s
security interest in the Rents and:lhe Parsonal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantee in any-reconveyance:may be described as the "person or persons legally entilled thereta", and
the recitals in the reconveyance of.any mahers or facts shall be conclusive proof of the truthfulness of any such matters or
facts.

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

Payment Defaull. Grantor fails to make any paymen! when due under the Indsbtedness.

Other Defaulls. Grantor fails to comply Wlﬂ‘l or fo perform any other term, obligation, covenant or conditian contained in
this Deed of Trust or in any of the Related Doguments’or to comply with or to perform any term, obligation, covenant or
condition contained in any other agreement belween Lender and Grantor,

Compliance Default. Fallure to comply with gny other term, ohligation, ¢ovenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents.

Default on Other Paymenis. Failure of Granlor-w'it-j'_\in the time required by this Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary o prevent filing-of or to effect discharge of any llen.

False Statemenis. Any warranty, representation or statement-made ‘or furnished to Lender by Grantor or an Granior's
behalf under this Deed of Trust or the Related Documents is-false or‘migleading in any material respect, either now or at
the time made or furnished or becomes false or misleading’at any time thereafter.

Deteclive Collateralization. This Deed of Trust or any ‘of the Relatad. Documents ceases to be in full force and effect
{including failure of any collateral document to create a vahd and- pertected secunty interest or lien) at any time and for
any reason.

Death or Insclvency. The dissolution of Grantor's (regardless of whether elecuon to continue is made), any member
withdraws from the limited liability company, or any other termination‘of Grantar's existence as a going business or the
death of any member, the insolvency of Grantor, the appointment of a receiver for any part of Grantor's property, any
assignment for the benefit of creditors, any type of creditor workaut; or the cummencement of any proceeding under any
bankruptcy or insolvency laws by or against Grantor,

Creditor or Forfeiture Proceedings. Commencement of foreclosur- or forfenure proceedlngs whether by judicial
proceading, self-help, repossession or any other method, by any creditor of Grantor or:by any governmenial agency
against any properly securing the Indebtedness. This includes a garnlshment of any of Grantor's accounts, including
deposit accounts, with Lender. Howevar, this Event of Default shall not apply if there is.a:gocd taith dispute by Granlor
as to the validity or reasonableness of the claim which is the basis of the creditor or forfeiture proceeding and it Grantor
gives Lender written notice of the creditor or forfeiture proceeding and deposits, with-Lendef monies or a surety bond for
the creditor or forfeiture proceeding, in an amount determined by Lender, in its’ sole dlscretlon as bemg an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement belween Grantor and
Lender that is no! remedied within any grace period provided therein, mcludlng without” ||m|tat|on any agreement
concerning any indebledness or other obligation of Grantor to Lender, whether exisfing. now ar Iater

Events Affecting Guarantor. Any of the preceding evenls occurs with respect to any guarantor. endorser sursty, or
accommadation parly of any of the Indebtedness or any guarantor, endorser, surely, or agcommaodation party dies or
becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of-the Indebtedness. In the
event of a death, Lender, at its ophon, may, but shall not be raquired to, permit the guaranlor's estate to assume
unconditionally the obligations arising under the guaranty in a manner satisfactory to Lender, and in dolng so, cure any
Event of Default.

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender belleves the pmspect of
payment or performance of the Indebtedness is impaired. S

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any delault, other than a default in payment is curable and if Grantor has not been glven a nohce of a jf;
breach of the same provision of this Deed of Trust within tha preceding twelve (12) months, it may be cured, if Granter,
after receiving written notice from Lender demanding cure of such default: (1) cures the default within thirty (30 days;.
or (2} if the curs requires more than thirty (30) days, immediately initiates steps which Lender deems in Lender's solg

discretion to be sufficient to cure the default and thersafter continues and completes all reasonable and necessary steps e

sufficient to produce compliance as soon as reasonably practical.

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

Election of Remedies. Election by Lender 1o pursua any remedy shal! nol exclude pursuit of any other remedy, and an

election to make expenditures or lo take action lo perform an obligation of Grantor under this Deed of Trust, aﬂer_*""v_h_.-'*
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i Grenlor's failure to perform, shall not affect Lender’s right to declare a default and exercise its remedies.

ER '”:'Acceleraie indebtedness. Lender shall have the right at its option to declare the entirs Indebtedness immedialely due
~---'and payable. including any prepayment penalty which Grantor would be required to pay.

.::Forenlosure With respect 1o all or any part of the Real Property, the Trustee shall have the right 1o exercise its power of
. sdle and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either
: tase in accordance with and to the full extent provided by applicable law.

L uce Rernedles with respect to all or any part of the Personal Property, Lender shall have all the rights and remedies of
8 secured party under the Uniform Commercial Code.

Coilect Rents: Lender shall have the right, without notice to Grantor to take possession of and manage the Property
and caolléct the, Rents; including amounts past due and unpaid, and apply the net proceeds, over and above Lender's
costs, against the Indebtedness. In furtherance of this right, Lendsr may require any tenant or other user of the Property
to maké payments of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor irrevocably
designates Lender 4 Grantor's attorney-in—fact fo endorse instruments received In payment thereof in the name of
Grantor and to nagotlate the same and collect the proceeds. Paymenis by tenants or ather users to Lender in response
to Lender’s demand shall sal]sfy the obligations for which the payments are made, whether or not any proper grounds
far the demand e:rlsled Lender may exercise its rights under this subparagraph either in person, by agent, or through a
receiver. N :

Appeint Recelver. Lender ehall 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 Properly precading or pending foreclosure
or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
agains! the Indebtednass. - The'receiver may serve without bond if permitted by law. Lender’s right to the appointment
of & receiver shall exist whether or riot the apparent value of the Preperty axceeds the Indebtedness by a substantial
amount. Employment by:Lender eha!l not disqualify & person from serving as a receiver.

Tenancy at Sufferance. 't Grantor remains in possession of the Property after the Property is sold as provided above or
Lender otherwise becomss. entitied 1o pogsession of the Property upon default of Grantor, Grantor shall become a
{enant at sufferance of Lender or.the-purchaser of the Property and shall, at Lender's option, either (1} pay a
reasonable rental for the use of the Property, or. (2) vacate the Property immediately upon the demand of Lender.

Other Remedies. Trustae or Lender shall have any other right or remedy provided in this Deed of Trust or the Note or
by law,

Nolice of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the fime after which any private sale o other infended disposition of the Personal Property is to be made.
Reasonable notice shall mean notice given gt least ten:{10) days before the time of the sale or disposition. Any sale of
the Personal Property may be made in conjunctron with any sale of the Real Property.

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have the
Property marshalled. In exermsnng its rights and remedies, the Trustee or Lender shall be free to selt all or any part of the
Property logether or separately, in one sale or by separate sales Lender shall be entltled to bid at any public sala on all
or any portion of the Property.

Attorneys’ Fees; Expenses. f Lendar inshtutes any suit or actron to enforce any of the terms of this Deed of Trust,
Lender shall be entitied lo recover such sum as the court.:may ‘adjudge reasonable as altorneys’ fees al trial and upon
any appeal. Whether or not any court aclion is involved: and fo the exient not prohibited by law, all reasaonable
expenses Lender incurs that in Lendsr'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 Indebledness payable on demand and shall bear interest at the Nole
rate from the date of the expenditure until repaid. Experises covered.by this paragraph include, without limitation,
however subject to any limits under applicable law, Lenders-attornieys’ fegs and Lender's legal expensas, whether or not
there is a lawsuit, including attorneys’ fees and expenses for bankruptey préceedings (including efforts to modify or
vacale any automatic stay or injunction), appeals, and any anticipated poef—judgmenl collection services, the cosl of
searching records, oblaining fitle reports (including foreclosure: reports), surveyors’ reports, and appraisal fees, litie
insurance, and fees for the Trustes, to the extent permitted by apphceble law, Grantor also will pay any court costs, in
addition to all other sums provided by law. i

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

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions reletmg fo the powers and obligations of Trustee
(pursuant to Lender’s instructions) are part of this Deed of Trust:

Powers of Trustee. In addition to all powers of Trustee arising as a maﬂer of law, Trustee $hall have the power to take
the following actions with respect to the Property upon the written request of Lénder and Grantor: (a) join in preparing
and filing a map or plat of the Real Property, including the dedication of streets of othér rrghts to the public; (b) jein in
granting any easement or crealing any restriction on the Rea! Property; and (e)join"in any subordmaﬁon or other
agrasment affecting this Deed of Trust or the interest of Lender under this Deed of Trusl

Obligations to Notity. Trustee shall not be obligated to notify any other party of a pendlng sa[e under any other trust
deed or lien, or of any aclion or proceeding in which Grantor, Lender, or Truslee shall be a pariy unless required by
applicable law, or unfess the action or proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law. rn addlhen to the rights and
remedies set forth above, with respect to all or any part of the Property, the Trustes shall have fhe right 1o foreclose by
notice and sale, and Lender shall have the right to foraciose by judicial foreclosure, in either case in accerdance with and
to the full extent provided by applicable law.

Successor Trustee. Lender, at Lender's option, may from time to time appoint a suceessor Trustee to. any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office
of the recorder of Skagit County, State of Washington. The instrument shall contain, in addition toall.other matters
required by state law, the names of the originai Lender, Trustee, and Grantor, the baok and page or the Auditor's.File
Number where this Deed of Trust is recorded, and the name and address of the successor trustee, and, the instrument
shall be executed and acknowledged by Lender or its successors in interest. The successor trustee, without conveyarice:
of the Property, shall succeed to all the fitle, power, and duties conferred upon the Truslee in this Deed ‘of Trust and hy
applicable law. This procedure for subsfitution of Trustee shall govern to the sxclusion of all other prowsrons fer
substitution.

NCTICES. Subject lo applicable law, and except for notice required or allowed by law to be given in another manner, any
notice reguired to be given under this Deed of Trust, including without fimitation any notice of default and any notice of salg”
shall be given in writing, and shall be effeclive when actually delivered, when actually received by telefacsimile (unless
otherwise required by law), when deposited with & nationally recognized overnight courier, or, if mailed, when depositéd in
the United States mail, as first class, cerlified or registered mail postage prepaid, directed to the addresses shown near the
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l:reglnmng ‘of this Deed of Trust. All copies of notices of fareclosura from the holder of any lien which has priority over this

ED@,ed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust. Any party may change its

_addréss.for nofices under this Deed of Trusl by giving formal written nolice to the other parties, specifying that the purpose of

thé ngtice-i$ to.change the parly’s address, For notice purposes, Grantor agrees to keep Lender informed at all fimas of

Grantor's current address. Subject to applicable law, and except for notice required or allowed by law to be given in another

glanr{!er if !here IS :more than one Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all
rantars.

MISCELLANEOUS PROVISIONS The following miscellanaous provisions are a part of this Deed of Trust:

Amendmen‘ls Th1s Deed of Trusl, together with any Relaled Documents, constitutes the entire understanding and
agreemant of 1he pames as fo the matters sel forth in this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall-be effective: unless given in wrting and signed by the party or parties sought to be charged or bound by the
alteratiof or amendment

Annual Reporls. [t the: Property is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upon request, a cer‘hﬁed statement ot net operallng income received from the Property during Grantor's previous fiscal
vear in such form.-dnd ‘detdil as Lender shall require. "Nel operating income" shall mean all cash recsipls from the
Property less all-cash expendltures made in conneclion with the operation of the Property.

Caption Headings. Capllon ‘headings in this Deed of Trust are for convenience purposes only and are not to be used o
interpret or define the prov:snons of. lh:s Deed of Trust.

Merger. Thera shall ba no merger.of the interest or estate crealed by this Deed of Trust with any other interest or estate
in the Property at any fime held by or fgr the benefit of Lender in any capacity, without the written consent of Lender.

Governing Law. This Deed of Trust will be govemned by federal law applicable to Lender and, o the exient not
preempted by federal law, the laws of the State of Washingion without regard lo its conflicts of law provisions.
This Deed of Trust has been ‘accepted by Lender in the State of Washingion.

Choice of Venue. If there is a iawsun Grantor agrees upon Lender's request to submit to the jurisdiction of the courts of
Whatcom County, State of Washmgton

No Walver by Lender. Lender shall net be deemad to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Cender. "No delay or omission an the part of Lendar in exercising any right shall
operale as a walver of such right or ‘gny-other ‘ight. 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 demand strict compliange with that pravision or any other
provision of this Deed of Trust. No prior waivery \ender, 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 fulure ransactions. Whenaver
the consent of Lender is required under this Dead of.Trust, the granfing of such consent by Lender in any instance shall
not constitute conlfinuing consent fo subsequent instances where such consent is required and in all cases such consent
may be granted or withheld in the sole discretion of Lender.

Severability. 1f a court of compstent jurisdtc!ron finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstancs, that finding shall natmake the offending provision illegal, invalid, or
unenforceable as to any other circumstance. |f feasible, the offénding provision shall be considered modified so that it
becomes legal, valid and enforceable. If the offending provision canngl be so modified, it shall be ¢onsidered deleted
from this Deed of Trust. Unless otherwise required by law; the ilegality;.invalidity, or unenforceabllity of any provision of
this Deed of Trust shall not aftect the legality, validity or enforceabﬂny of dny other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitalions stated. in this’ Deed of Trust on transfer of Grantor’s interest, this
Deed of Trust shall be binding upon and inure ta the benefi: of e parties; their successors and assigns. f ownership of
the Property becomes vested in a person other than Grantor, Lender, ‘without rictice 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. Time is of the essence in the performancé éf this Desd of Trust.

Walve Jury. All parties to this Deed of Trust hereby waive the rlghl lo any jury trlal in any action, proceeding, or
counterclaim brought by any party againsi any other party.

Waiver of Homestead Exemplion. Grantor hergby releases and waives ‘alF nghts and henefits of the homestead
exemption laws of the State of Washington as to all Indebtedness securad by lhls Deed of Trusf

DEFINITIONS. The following capitalized words and terms shall have the following meanlngs when ysed in this Deed of Trust.
Unless specifically stated to the contrary, all references fo dollar amounis shali mean-amounts irt lawful money of the United
Slates of America. Words and terms used in the singuiar shall include the plural, afid-the plyral shiall include the singular, as
the context may require. Words and lerms not otherwise defined in this Dead of Trust shall hava the meanlngs aftributed to
such terms in the Uniform Commercial Code: F P

Beneficiary. The word "Bensficiary” means Horizon Bank, and its successors and assngns

Borrower. The word "Borrower” means RKL Consfruction LIL.C and includes all co—sngners and ca—makers signing the
Note,

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender;” and TrUStee and includes
without limitation all assignment and security interest provisions relating to the Personal Property and Rents :

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

Environmenial Laws. The words "Environmental Laws" mean any and all state, fedsral and Iocal. stalutes, regulatlons
and ordinances relating to the profection of human health or the environment, including without limitatior, the
Comprehensive Envirenmental Responss, Compensation, and Uability Act of 1980, as amended, 42.-U.8.C. Section
9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No 99499 ("SARA"),

the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource Conservation. and-Recovery,
Act, 42 U.S.C. Section 6301, et seq., or other applicable state or federal laws, rules, or reguiations adopted pursuant

thereto.

Event of Default. The wards "Event of Default” mean any of the evenis of default set forth In this Deed of Trust 1
events of default section of this Deed of Trusl.

Grantor. The word "Grantor” means RKL Construction LLC,

Guaranly. The word "Guaranty” means the guaranty from guarantor, endorser, surely, or accommodation paﬂy lo"'w

Lender, including withoul limitation a guaranty of all or part of the Note.
Hazardous Substances. The words "Hazardous Substances” mean materials that, because of their quanhty,

concentration or physical, chemical or infectious characteristics, may <= = =emmnnt ar nnlontial hazard to.
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* numan health or the environment when improperly used, treated, stored, disposed of, generated, manufacturad,

“trarisported or otherwise handled. The words "Hazardous Substances" arg used in their very broadesf sense and

" include withoul fimitation any and all hazardous or toxic substances, materials or waste as defined by or listed under the
“ Environmentai Laws. The term "Hazardous Subslances” also includes, without limitation, petrolsum and petroleum
by-products or any fraction thereof and asbestos.

¢ mprovements. The word "improvements” means all existing and future improvements, buildings, slructures, mobile
: homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real Property.

" jridebtédnéss. The word "Indebledness” means all principal, inferest, and olher amounts, costs and expenses payable
under tha Note.or Related Documents, together wilh alt renewals of, extensions of, modifications of, consclidations of
and substilutions for: the Note or Related Documents and any amounts expended or advanced by Lender to discharge
Grantor's obligations ‘gr expenses incurred by Trustee or Lender to enforce Grantor's obligalions under this Deed of

Trust, togather with interest on such amounts as provided in this Deed of Trust.
Lender. The word "Lender” means Horizon Bark, its successors and assigns.

Nole. The word."Note™ means the promissory nole dated March 10, 2005, in the original principal amount of
$271,200.00 trom Granitor. lo Lender, together with all renewals of, extensions of, modifications of, refinancings of,
consolidatioris of, and ‘substitufions for the promissory note or agreement. The maturity date of this Deed of Trust is
March 1, 2006. NOTICE TO GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The-wortls "Personal Property” mean all equipment, fixtures, and other articles of personal property
naw or hereafter owned by Grartor, and now or hereafter attached or affixed to the Real Property; together with all
accessions, parts, and additions fo, ait replacements of, and all substitutions for, any of such praperty; and tagether with
all issues and profits thereon and proceads (including without imitation all insurance procesds and refunds of premiums)
from any sale or other disposition of the Proparty.

Property. The word "Property” meaﬁs;ﬁ:ol‘lggtively the Real Property and the Perscnal Property.

Real Property. The words "ReatProperty” mean the real property, interesls and rights, as further described in lhis Deed
of Trust. Tt T

Related Documents. The word_s"'"B_alé'led Documents” mean all promissory notes, credit agreemsnts, loan agreements,
environmental agreements, guaranties, security ‘agreements, morigages, deeds of trust, security deeds, collateral
mortgages, and all other instrymenis, agreements and documents, whether now or hereafter existing, executed in

connection with the Indebledness. . .- -

Rents. The word "Rents" means all pféséht*énd future rents, revenues, income, issues, royalties, profits, and other
benefits derived from the Property. - S

Trustee. The word "Trustee” means Westward Financial Services Corporation, whose mailing address is 1500 Cornwall
Avenue, Bellingharm, WA 98225 and any substitute or successor fruslees.

GRANTOR ACKNOWLEDGES HAVING READ ‘ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS. 5 %

GRANTOR:

RKL CONSTRUCTION LLC

aweny,,

LIMITED LIABILITY COMPANY ACKNG

STATE OF U\Xl&(\l ﬂlia";\"\) )

: N
SK(\ { - )88 L 9':3’5.’ «%i\%‘e‘
COUNTY OF A.é. N ) f""_'!mm;hi". w

On this W\o Ch H day of MMYCD , 206% beforemafhe undersigned

Notary Public, personally appeared Robert K Lehr, Member and Patricia Lehr, Member of RKL Construction LLC, and
personally known to me or proved to me on the basis of safistactory evidence lo be of the limited ligbility company that
exscuied the Deed of Trust and acknowledged the Deed of Trust to be the free and voluntary.dct and .deed of the fimited
liahility company, by authority of slatute, its arlicles of organization or its operating agreement, for the uses apd purposes
therein mentioned, and on oath stated that they are authorized 1o execute this Deed of Trust and in fact-exetuted the Deed of

Trust on behalf of the {imited liabijty company. St T
By CED?MO \49)&0@,«)’ Residing at Hﬂ&@oﬂreg o

Notary Public in and for the State otk_n; My commission expires /&tan Dl.w(p

I N

WA
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