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. CONSTRUCTION DEED OF TRUST

DATE: July 29, 2005”’

Reference # (if appllcable) Additional on page ___
Grantor(s):

1. Irving, W. Scott

2. Irving, Robin P

Grantee(s)
1. Horizon Bank .
2. Westward Financial Servnces Corporanon Trustee

Legal Description: Lois 1, 2 and East 1/2 Lot 3 Block 213, "ANACORTES"
Additional on page 2

Assessor’s Tax Parcel [D#: 3772-213-0q5-001"2 {P56272)

THIS DEED OF TRUST is dated July 29 2005 among W. Scott Irving and Robin P. Irving;
husband and wife (“Grantor"); Horizon Bank, whose mailing address is Skagit Commercial
Center, 2211 Rimland Drive, Suite 230, Bellingham, WA :98226 (referred to below sometimes
as "Lender" and sometimes as "Beneficiary");.and Westward Financial Services Corporation,
whose mailing address is 1500 Cornwall Avenue, Bellmgham, WA 98225 (referred to bhelow
as "Trustee"). :
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CONVEYANGE 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 interest in and to the
followrng described. real property, together with all existing or subsequently erected or affixed buildings, mprovements and
fixturgs, all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real property, |nclud|n? without limitation

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

of Washlngton-

Lots 1 2 and the East 1/2 of Lot 3, Block 213, "MAP OF THE CITY OF ANACORTES,
SKAG:ITK__.COUNTY, WASHINGTON", according to the plat thereof recorded in Volume 2 of
Plats, pages. 4 tl_\__rdu_gh 7, records of Skagit County, Washington.

Situate in the_.-dbuﬁtj ‘of Skagit, State of Washington

The Real Property dr'i"'ts address is commonly known as 2201 21st Street, Anacortes, WA
98221. The Real Property.tax identification number is 3772-213-005-0012 (P56272)

REVOLVING LINE OF CREDIT This Deed of Trust secures the Indebtedness including, without limitation, a revolving
line of credit,with a variable rate of interest, which obligates Lender to make advances to Borrower so long as
Borrower complies with all the terms of the Note and the line of credit has not been terminated, suspended or
cancelled; the Note allows negitive amgrtization. Funds may be advanced by Lender, repaid, and subsequently
readvanced. The unpald balance of the revolving line of credit may at certain times be lower than the amount shown
or zero. A zero balance does ‘not.terminate:the line of credit or terminate Lender's obligation to advance funds to
Borrower. Therefore, the lien ot this Deed of Trust will remain in full force and effect notwithstanding any zero
balance. ;

Grantor hereby assigns as security to Lender a[l of Giréintor's right, title, and interest in and to all lsases, Rents, and profits of
the Property. This assignment is recorded in.accdrdange with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choate uponthe recording of this Deed of Trust. Lender grants to Grantor a license to collect
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 DEED OF TRUST, INCLUDING THE ASSIGNMENT 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 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:

GRANTOR'S REPRESENTATIONS AND WARRANTIES Grantor warrants that: (a} this Deed of Trust is executed at
Borrower’s request and not at the request of Lender; (b)-Grantor has_the full power, right, and autherity to enter into this
Deed of Trust and 1o hypothecate the Property; (c) the-provisions of thls Deed of Trust do not conflict with, or result in a
default under any agreemant or other instrument binding upon Grantdr and-do. not result in a violation of any law, regulation,
court decree or order applicable to Grantor; (d) Grantor has established adequate means of obtaining from Borrower on a
continuing basis informaticn about Borrower's financial condition; and (e}, Lender has made no representation to Grantor
about Borrower (including without limitation the creditworthiness 01 Borrower)

GRANTOR'S WAIVERS. Grantor waives all rights or defenses ar:smg by reason of any "one action" or "anti-deficiency” law,
or any other law which may prevent Lender from bringing any actioir-against Grantor;. including a claim for deficiency to the
extent Lender is otherwise entitted to a claim for deficiency, before or after Lender's commencement o completion of any
foreclosure action, either judicially or by exercise of a power of sale. ;

PAYMENT AND PERFORMANCE. Except as otherwise provided in thls Deed of Trust Borrower shall pay to Lender all
Indebtedness secured by this Deed of Trust as it becomes dus, and Borrower: and Grantor shall strictly perform all their
raspsctive obligations under the Note, this Deed of Trust, and the Related Documents

CONSTRUCTION MORTGAGE. This Deed of Trust is a "construction mortgage" for the purposes of Sections 9-334 and
2A-309 of the Uniform Commerciai Code, as those sections have been adopted by the State of Washington.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Borrower and Grantor agres. that Borrowers and Grantor's
possession and use of the Property shall be governed by the following provisions: -

Possesslon and Use. Until the occurrence of an Event of Default, Grantor may {1) remam |n possessson and control of
the Propeity; (2) use, operate or manage the Property; and (3) collect the Rents from the Property (this privilege is a
license from Lender to Grantor automatically revoked upon default) The following provisions relate fo the use of the
Property or 1o other limitations on the Property. The Real Property is not used principally ior agncultural purposes.

Duty to Maintain. Grantor shall maintain the Property in tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary 1o preserve its vaius.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit,.or suﬂer any stripping of
or waste on or to the Property or any portion of the Property. Without limiting the generality of the-faregoing, Giantor will
not remove, or grant to any other party the right to remove, any timber, minerals {including: 0|I and gas} coal clay,
scoria, soil, gravel or rock products without Lender’s prior written consent.

Removal of Improvements. Grantor shall not demolish or remove any improvements from the Heal Property wrthoui
Lender’s prior written consent. As a condition to the remaoval of any Improvements, Lender may require Grantor to make
arrangements satisfactory to Lender to replace such Improvements with Improvements of at least equal value. -

Lender's Right to Enter. Lender and Lendser's agents and representatives may enter upon the Ftaal Properly at all“
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor’s complrance
with the terms and conditions of this Deed of Trust, : S

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause complrance

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, ordinances, and regulations, now or hereafter in effect, of all goveinmental ./ .-
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With Disabilities -
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhotd compliance during any
procesding, including appropriate appeals, so long as Grantor has notified Lender in writing prior to domg s0 and so
long as, in Lender’s scle opinion, Lender's interests in the Property are not jeopardized, Lender may require Grantor to

post adequate security or a sursty bond, reasonably satisfactory to Lender, 1o protect Lender's interest.
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'Duﬁ« to Protect. Grantor agrees neither to abandon or leave unattended the Property, Grantor shall do all other acts, in
¢ /“addition to those acts set forth above in this section, which from the character and use of the Property are reasonabily
necessary to protect and preserve the Property.

c::nstructlon Loan. If some or all of the proceeds of the loan creating the Indebtedness are to be used to construct or
comiplete construction of any Improvements on the Property, the Improvements shall be completed no later than the
maturity date of the Note {or such earier date as Lender may reasonably establish) and Grantor shall pay in full alf costs
and expenses’ in connection with the work. Lender will disburse loan proceeds under such terms and conditions as
Lender. may .deem reasonably necessary to insure that the interest created by this Deed of Trust shall have priority aver
all*possible lians, including those of materia! suppliers and workmen. Lender may require, among ofther things, that
disbursemant requests be supported by receipted bills, expense affidavits, waivers of liens, construction progress
reports, gn‘d ‘such other documentation as Lender may reasonably request.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lenders 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 avidencing
the Indebtedness and impdse such.other conditions as Lender desms appropriate, upon the sale or transfer, without Lender’s
prior written consent, of all or.any part of the Real Property, or any interest in the Real Property. A “sale or transfer” means the
conveyance of Real-Property ar any-right, title or interest in the Real Property; whether legal, beneficial or equitable; whether
voluntary or Involuntary; whethér by outright sale, deed, instaliment sale contract, land contract, contract for deed, lsasehold
interest with a term greater thén three (3) years, lease-option contract, or by sale, assignment, or transter of any beneficial
interest in or to any land trust holding title to the Real Property, or by any other method of conveyance of an interest in the
Real Property. However, thls optlon shall not be exercised by Lender if such exercise is prohibited by federal law or by
Washington iaw.

TAXES AND LIENS, The foilowmg provmlons relatlng to the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay:when dug fand in all events prior to delinquency) 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 doris on or'for-services rendered or material fumished to the Property. Grantor shall
maintain the Property free of &ll-liens having priority over or equal to the interest of Lender under this Daed of Trust,
except for the lien of taxes and assessmants not due and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may wnthhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long as. Lénders interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor. shalt. within fitteen (35) days after the lien arises or, if a Fien is filed, within fifteen
{15) days after Grantor has notice of the filing; seture the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or cther security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attorneys’ fees, ar other charges that could accrue as a result of a foreclosure or
sale under the lien. In any contest, Grantor shall defend itself and Lender and shall satisty any adverse judgment before
enforcement against the Property. Grantor shall hame Lender as an additional obligee under any surety bond fumished

in the contest proceedings.

Evidence of Payment. Grantor shall upon demand fumish to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental offaclal to deliver to Lender at any time a written statement
of the taxes and assessments against the Property. ;

Notice of Construction. Grantor shall notify Lender at Iea'st__ﬁﬁee‘q (15) days before any work is commenced, any
services are furnished, or any materials ars supplied to the'Property, it any mechanic’s lien, materiaimen’s lien, or gther
lien could be asserted on account of the work, services,.or<materials: Grantor will upon request of Lender furnish to
Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such improvements.

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

Maintenance of Insurance. Grantor shall procure and maintain ; po!icies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering all improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause,-8nd with a standard mortgagee clause in
favor of Lender. Grantor shall also procure and maintain comprehenswa general liability insurance in such coverage
amounts as Lender may request with Trustee and Lender being named-as additional insiireds in such lability insurance
policies. Additionally, Grantor shall maintain such other insurance, including but fiol timited to hazard, business
interruption, and boiler insurance, as Lender may reasonably require. Policies shall ‘bé written in form, amounts,
coverages and basis reasonably acceptable to Lender and issued by a company:or companiés reasonably acceptable o
Lender. Grantor, upon request of Lender, will deliver to Lender from time to time the policies or.certificates of insurance
in form satisfactory to Lender, including stipulations that coverages will not bé. cancelled or diminished without at least
ten (10) days prior written notice to Lender. Each insurance policy also shall"inglude an endorsemen: providing that
coverage in favor of Lender will not be impaired in any way by any act, omission or default of Grantor or any other
person. Should the Real Property be located in an area designated by the Director of the -Federal Emergency
Management Agency as a special flood hazard area, Grantor agrees to obtain and mairtain Federal Flood Insurance, if
availabls, within 45 days atter notice is given by Lender that the Property is located in & speclalﬂood hazard area, for the
full unpaid principal balance of the foan and any prior liens on tha property securing the loan; up-to the-maximum poticy

limits set under the National Flood Insurance Program, or as otherwise required by Lender and to maintain such
insurance for the term of the loan.

Application of Proceeds, Grantor shall promptly notify Lender of any loss or damage to the Properly Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casually. Whether or not.Lehder's security is
impaired, Lender may, at Lender’s election, receive and retain the proceeds of any insurance and’ apply the procesds to
the reduction of the Indebtedness, payment of any fien affecting the Property, or the restoration and repair-of-the
Property. If Lender slects to apply the proceeds to restoration and repair, Grantor shall repair or replace the darmaged-or
destroyed Improvements in a manner satisfactory fo Lender. Lender shall, upon satisfactory proot of.such.expanditire;

pay or reimburse Grantor from the proceeds for the reasonable cost of repalr 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’

tender has not committed to the repair or restoration of the Property shall be used first to pay any amiqunt owing to .,
Lender under this Deed of Trust, then fo pay accrued interest, and the remainder, if any, shalt be applied to'the principat” _

balance of the Indebtedness. If Lender holds any proceeds after payment in full of the Indebtedness, such. proceeds
shall be paid without interest to Grantor as Grantor's interests may appear.

Grantor’s Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furmsh to g
Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; (3). -

the amount of the policy; (4) the propery insured, the then current replacement value of such property, and the manner

of determining that value; and (5) the sxpiration 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 that would materially affect Lender’s interest in the
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Froperty or if Grantor fails to comply with any provision of this Deed of Trust or any Relatad Documents, including but not
iimitad 10" Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed
of Trust or-any Related Documnents, Lender on Grantor's behalf may (but shall not be obligated to) take any action that Lender
'daams apprepnate including but not limited to discharging or paying all taxes, liens, securrty interests, encumbrances and
other clams 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 paid by Lender for such purposes will then bear interest at the rate charged
under, the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses will become
a part of the Indebtedness and, at Lender's option, will (A) be payable on demand; (B) be added to the balance of the
Note and be appornoned among 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 balloan payment which will be
due and payabls at the Noté's maturity. The Deed of Trust also will secure payment of these amounts. Such right shall be in
addition to all- other nghts and remedies to which Lender may be entitied 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 tha‘t {a) Grantor holds good and marketabls title of record to the Property in fee S|mple free
and clear of all liens"and encumbrances other than those set forth in the Real Property description or in any title
insurance policy;title report, or final title opinion issued in favor of, and accepted by, Lender in connection with this Deed

of Trust, and (b) Grantor has 1he fuill right, power, and authority to execute and defiver this Deed of Trust to Lender.

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the title to
the Property against theTawful claims 6f.all persons. In the event any action or proceeding is commenced that qusstions
Grantor's title or the Inlerest of Trustée or 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 shali be entitied to participate in the
proceeding and to be represented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be delivered, to Lehd"er such in'st'ruments as Lender may request from time to time to permit such participation.

Compliance With Laws. Gramer warrants ‘that the Property and Grantor's use of the Property complies with all existing
applicable laws, ordinances, and regulatrons of governmental authorities.

Survival of Representations and Warrantles All-representations, warranties, and agreements made by Grantor in this
Deed of Trust shall survive the execiion and delivery of this Deed of Trust, shall be continuing in nature, and shall
remain in full force and effect until such tirhe as Borrower s indebtedness shall be paid in full.

CONDEMNATION. The following provision§ relapng to condesmnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take such steps as may be pegessary to defend the action and obtain the award. Grantor may be the
nominal parly 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 Grantors expense, and Grantor will deliver or cause to be delivered to
Lender such instruments and documentation”as may be requested by Lender from tme to time to permit such
participation.

Application of Net Proceeds. It all or any part of lhe Property is condemned by eminent domain proceadings or by any
proceeding or purchase in lieu of condemnation, Lénder may at:its election raquire that all or any portion of the net
proceeds of the award be applied to the Indebtedness or the repairor. 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 Trustes
or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHOFIIHES 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, Gran’ror shali execute such documents in addition to this
Deed of Trust and take whatever other action is requested by Lender 10" 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 wnhout Ilmrtatlon all taxes, fees, documentary stamps,

and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes to which this section appilas (1) a specmc {ax 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 Borrower which
Borrower is authorized or required to deduct from payments on the Indsbtedness 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 specific tax
on all or any portion of the Indebtedness or on payments of principal and interest made by Borrower

Subsequent Taxes. If any tax to which this section applies is enacted subsequeni to: the date of this Deed of Trust, this
svent shall have the same effect as an Event of Default, and Lender may exercisé any orall.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 depoerts wrth Lender cash or a sufficient
comorate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions retating te thls Deed of Tmst as a security
agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of me Property constitutes
fixtures, and Lender shall have all of the rights of a secured party undsr the Uniform Commaercial. Code as amended from
time to time.

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Leride.r"tqperfecr“.and
continue Lender’s security interest in the Rents and Personal Property. In addition to recording this Deed-6f Trust in‘the

real property records, Lender may, at any time and without further authorization from Grantor, file executed cotintefparts,
copies or reproductions of this Deed of Trust as a financing statement. Grantor shall reimburse Lender for’ all- -expenaes.
incurred in perfecting or continuing this security interest. Upon default, Grantor shall not remove, sever or detach tha:
Personal Property from the Property. Upon default, Grantor shall assembls any Personal Property not affixed. to the -
Property in a manner and at & place reasonably convenient to Grantor and Lender and make it avallable fo ].ender within -+~
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 ooneemlng
the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform Commercial Code)
are as stated on the first page of this Deed of Trust.

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

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will maks, execute and
deliver, or will cause to be made, executed or delivered, to Lender or to | endar’s d95|gnee, and when requested by
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Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and

¢ splaces as Lender may deem appropriate, any and all such morigages, deeds of trust, security deeds, security
_agreeménts, financing statements, continuation statements, instruments of further assurance, certificates, and other

< documents s may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfact,
continue, of.pteserve (1) Borrower's and Grantor's obligations under the Note, this Deed of Trust, and the Related
Dgcuments, and (2)  the liens and security interests 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 agress to the
ontrary i writing,- Grantor shall reimburse Lender for all costs and expenses incurred in connection with the matters
referred to in this’ paragraph

Attorney—ln~Fact i 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 expensa. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attomey-ln-fact for the purpose of making, executing, delivering, filing, recording, and daing all cther things
as may be necessary or deswab!e in Lender’s sole opinion, to accomplish the matters referred to in the preceding
paragraph. -
FULL PERFORMANCE. If Borrower pays all the Indebtedness when due, and otherwise performs all the obligations 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 Grantor suitatile statements of termination of any financing stalement on file evidencing Lender's
security interest in the Rents*and the Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantee in any reconveyance may be described as the "person or persons legally entitled thereto”, and
the recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such 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 Default. Borrowe‘r_fai_l_s to maké any:payment when due under the Indebtedness.

Other Defaults. Borrower or'Granter fails to-Gomply with or to perform any ather term, obligation, covenant or condition
contained in this Dead of Trust or in any of'the Related Documents or to comply with or to parform any term, obligation,
covenant or condition contained in any pther agreement between Lender and Borrower or Grantor.

Compliance Default. Failure to cémplx_witri e_hy-.,otﬁer term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Dgcu_m'ent's.

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

False Statements. Any warranty, representatron or statement made or fumished to Lender by Borrower or Grantor or
on Borrower's or Grantor's behalf under this Deed 6f Trust or the Related Documents is false or misleading in any
material respect, either now or at the time mads or furnished or becomes false or misleading at any time thereafter.

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

Death or Insolvency. The dissolution or termrnataon of Borrawer‘s or Grantor's existence as a going business, the
insolvency of Borrower or Grantor, the appointment of a recéiver for any part of Borrower's or 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 Borrower or Grantor. i

Creditor or Forfeiture Proceedings. Commencement of foreciosure or-forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any.creditorof Borrower or Grantor or by any governmental

agency against any proparty securing the Indebtedness. This includes a garnlshment of any of Borrower's or Grantor's
accounts, including deposit accounts, with Lender. However, this Event of Defadlt shall not apply if there is a good faith
dispute by Borrower or Grantor as to the validity or reasonableness of the claim which is the basis of the creditor or
forfeiture proceeding and if Borrower or Granitor gives Lender written riotice of the ‘creditor or forfeiture proceeding and

deposits with Lender monies or a surety bond for the creditor or fodeiture’ proceedmg, in an amount determined by

Lender, in its sole discretion, as being an adequate reserve or bond for the dispiite:

Breach of Other Agreement. Any breach by Borrower or Grantor under the terms of -any other agreement between
Borrower or Grantor and Lender that is not remedied within any grace pericd prowded therein, including without

limitation any agreement concerning any indebtedness or other obligation of Borrower or Grantor to Lender, whether
existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect o any Guarantor of any of the
Indebtedness or any Guaranior 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 option, miay, but shall-figt be required te,
permit the Guarantor's estate to assume unconditionally the obligations arising under the guaranty in a manner
satisfactory to Lender, and, in doing so, cure any Event of Default.

Adverse Change. A material adverse change occurs in Borrower's or Grantor's ﬁnancral condmon or Lender believes
the prospsct of payment or performance of the Indebtedness is impaired. .

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. if any default, other than a default in payment is curable and if Grantor has not been ghlen a‘natice of a
breach of the same provision of this Deed of Trust within the preceding twelve (12) months, it may be-ciréd. if Grantor,
after receiving written notice from Lender dernanding cure of such default: (1) cures the default within thirty (30) ‘days;
or (2) if the cure requires more than thirty (30) days, immediately initiates steps which Lender deems in Lender’s sole
discretion to be sufficient to cure the default and thersafter continues and completes all reasonable and necessary stepe
sufficient to produce compliance as soon as reasonably practical.

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

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

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness |mmedrately due
and payable, including any prepayment penalty which Borrower 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 powe'r- ef'
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 exient provided by applicable law.
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'l_.!c‘é.fFI'emedies. With respect to all or any pant of the Personal Property, Lender shall have all the rights and remedies of
i _.--"e__s-'e"cured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Borrower or Grantor to take possession of and manage the
Property and collect the Rents, including amounts past dua and unpaid, and apply the net proceeds, over and above
Lerder's costs; against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the
Property to make payments of rent or use fees direclly 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
namie.of-Grantor-and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in
response-to Lerider's.demand shall satisfy the obligations for which the payments are made, whether or not any proper
grounds for-the.demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, or
through a-receiver. .

Appoint Recewer Lender shall have the right to have a receiver appointed to take poseession of all or any part of the
Property, with thepows# to protect and preserve the Property, 10 operate the Property preceding or pending foreclosure

or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the recsivership,
against the Indebtédness, The.receiver may serve without bond If permitted by law. Lender’s right to the appointment

of a receiver shall gxist whetheér or not the apparent value of the Property exceeds the Indebtedness by a substantial
amount. Employment by Lender-shall not disqualify a person from serving as a receiver.

Tenancy at Sufferance. M Grantdr remains in poseession of the Property after the Property is sold as provided above or
Lender otherwise becomss erititled, to possession of the Property upon default of Grantor, Grantor shall became a
tenant at sufferance of Lender or the., Jpurchaser of the Property and shall, at Lender's option, either (1) pay a
reasonable rental for the.ise cf the Preperty or (2) vacate the Property immediately upon the demand of Lender.

Other Remedies. Trustee or Lender shali have any other right or remedy provided 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 pnvale ‘'sale of other intended disposition of the Personal Property is to be made.
Reasonable notice shall mean notice. giveri at least ten (10) days before the time of the sale or disposition. Any sale of
the Personal Property may be madein eonjunction.with any sale of the Real Property,

Sale of the Property. To the extent permittéd by.apgplicable law, Borrower and Grantor hereby waives any and all rights
to have the Property marshalled. In exercising its rights and remedies, the Trustee or Lender shall be free to sell all or
any part of the Property together or séparately,’in.one sale or by separate sales. Lender shall be entitled to bid at any
public sale on all or any portion of the PrOperty ¢ )

Attorneys’ Fees; Expenses. I Lender mstltutes any suut or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitled to recover such sum as thie court may adjudge reascnable as attomneys’ fees at trial and upon
any appeal. Whether or not any court action is .involved, and 1o the extent not prohibited by law, all reasonable
expensas Lender incurs that in Lendar'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 interest at the Note
rate from the date of the expenditure until repaid, *Expenses covered by this paragraph include, without limitation,
however subject to any limits under applicable law, Lender's attomeys® fees and Lender's legat expenses, whether or not
there is a lawsuit, including attomeys’ fees and sxpenses for-bankruptcy procesdings (including stforts to modify or
vacate any autornatic 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 fees, titls
insurance, and fees for the Trustee, to the extent perrnﬂted by appllcable law. Grantor also will pay any court costs, in
addition ta all other sums provided by law.

Rights of Trustee. Trustee shall have all of the rights and dutles of Lender as sat forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provusmns relatmg to the powers and obligations of Trustee
{pursuant to Lender’s instructions) are part of this Deed of Trust:

Powers of Trustee. In additiont to all powers of Trustee arising as a matter of law Trustee shail have the power to take
the following actions with respect to the Property upoen the written request of Lender and Grantor: {a) join in prepanng
and filing a map or plat of the Real Property, including the dedication of streets-or otht ﬂghts to the public; (b} join in
granting any easement or creating any restriction on the Real Property; and (c) ]Oln in any subordination or other
agreement aftecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be obligated to notify any other party: ofa pendufg sale under any other trust
deed or lien, or of any action or proceeding In which Grantor, Lender, or Trustee shal! be'a pany, unless required by
applicable law, or unless the action or proceeding is brought by Trustes. :

Trustee. Trustee shall mest all qualifications required for Trustee under appllcable taw,: In addrllon to the rights and

remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the right to foreclose by
notice and sale, and Lender shali have the right to foreclose by judicial foreclosure, in enher case in accordance with and

to the full extent provided by applicable law. A

Successor Trustee, Lender, at Lender's option, may from time to time appoint a successcr Trustee te 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. to' all other matters
required by staie law, the names of the original Lender, Trustes, and Grantor, the book and-page or the Auditor's File
Number where this Deed of Trust is recorded, and the name and address of the successor trustes, and the instrument
shall be executed and acknowledged by Lender or its successors in interest. The successor trustee, withouit Corveyance
of the Property, shall succeed to all the titte, power, and duties conferred upon the Trustee in this.Deed.of Trust and by
applicable law. This procedure for substitution of Trustee shall govern to the exclusion of all oiher prcwrsuons for
substitution.

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be given in another manner, any :
notice required to be given under this Deed of Trust, inciuding without limitation any notice of default and any. notice ‘of sale”™
shall be given in writing, and shall be sfiective when actually delivered, when actually received by telefacsifmile (unless -,
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if mailed, when deposited in+
the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses shown near Ihe '
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 shali be sent to Lender's addrass, as shown near the beginning of this Deed of Trust. Any parly may change s T
address for notices under this Deed 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 ancther .-~
manner, if there is more than one Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all”
Grantors.
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MISCELLANEOUS PROVISIONS. The following miscellaneous provisions 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 matters set forth in this Daed of Trust. No alteration of or amendment to this Deed of
Trust shall be' sffective unless given In writing and signed by the party or parties sought ta be charged or bound by the

'_Annual Re_po_rts. If the Propen'y is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
tpon requesty a certified statement of net operating income received from the Property during Grantor's previous fiscal
year In"such form and detail as Lender shall require. “Net operating income® shali mean all cash receipts from the
Pro'peﬂy'less all cash expenditures made in connection with the operation of the Property.

Caption Headlngs Captlon headings in this Deed of Trust are for convenlence purposes only and are not to be used to
interpret or-define the prowsmns of this Deed of Trust.

Merger “There shall be'no’ merger of the interest or estate created by this Deed of Trust with any other interest or estate
in the Property at any time: held by or for the benefit of Lender in any capacity, without the written consent of Lender.

Governing Law. This Deed of Trust will be governed by federal law applicable to Lender and, to the extent not
preempted by federal:liw, the laws of the State of Washington without regard to its conflicts of law provisions.
This Deed of Trist has been accepted by Lender in the State of Washington.

Cholce of Venue, If there is ;-,. lmysurt Grantor agrees upon Lender's request to submit to the jurisdiction of the courts of
Whatcom County, State of Washmgten

Joint and Several Liabillty Al obhgatrons of Borrower and Grantor under this Deed of Trust shall be joint and several,

and all reterences 10 Grantor shiall mean each and every Grantor, and all references to Borrower shall mean sach and
every Borrower. This means that each Borrower and Grantor signing below is responsible for all obligations in this Dead
of Trust.

No Waiver by Lender. Leridar' shall not--b"e .deerned to have waived any rights under this Deed of Trust unless such
walver is given in writing and signed by.Lender. Mo delay or omission on the part of Lender in exercising any right shall

operate as a walver of such right or-any-other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudlce or constifute a waiver of Lender's right-ctfigrwise to demand strict compliance with that provision or any other

provision of this Deed of Trust. Noptior waiver by Lender, nor any course of dealing between Lender and Grantor, shall

constitute a waiver of any of Lender'a rights: of of afy of Grantor's obligations as to any future transactions. Whenaver
the consent of Lender is required underthis Deedd ot Trust, the granting of such consent by Lender in any instance shall

not constitute continuing consent to subsequent instances where such consent is required and in all cases such consent

may be granted or withheld in the sole discretion-of Lender. -

Severabllity. If a court of competent jurisdiction-finds any provision of this Deed of Trust to be ilegal, invalid, or
unenforceable as to any person or circumstance, thét finding shall not meake the oﬁendtng provision illegal, invalid, or

unenforceable as to any other person or circuristance, If feasible, the offending provision shall be considered modified

50 that it becomes legal, valid and enforceable. I the offending provision cannot be so modified, it shall be considered

deleted from this Deed of Trust. Unless otherwise ‘required by law, the lllegality, invalidity, or unenforceability of any
provision of this Deed of Trust shall not affect the legality, valrdaty or enforceabllnty of any other provision of this Deed of
Trust.

Successors and Assigns. Subject to any limitations stated in: thls Dsed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure to the banefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor,-Lender, without notice to Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the “Indabtedness by way of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or Tiability. uhder thé Indebtedness.

Time is of the Essence. Time is of the essenca in the performance ofihisﬁeéd bf Trust.

Waive Jury. All parties to this Deed of Trust hereby waive the right to any jury trial In any actlon, proceeding, or
counterclaim brought by any party against any other party. L

Walver of Homestead Exemption, Grantor hereby releases and: waives all rlghts and benefits of the homestead
exemption iaws of the State of Washington as to all Indebtedness secured by thls_leed‘pf Trust.

DEFINITIONS. The following capitalized words and terms shall have the following meanings wheh used in this Deed of Trust.
Unlass specifically stated to the contrary, all references to dollar amounts shall mear; amounts iy lawful money of the United
States of America. Words and tarms used in the singular shall include the plural, and the plural shalf include the singular, as
the context may require. Words and terms not otherwise defined in this Deed of Trust shall have the maamngs attributed to
such terms in the Uniform Commercial Code: .

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

Borrower, The word "Borrower” means Irving Construction Corporation and uncfudes all co—sugners and co-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 interast provisions relating to the Personal Property and’ Rents

Default. The word "Default" means the Default set forth in this Deed of Trust in the section tlﬂed "Default"

Event of Default. The words "Event of Default’ mean any of the events of default set forth in- th|s Deed of Trust in the
events of default section of this Deed of Trust.

Grantor. The word "Grantor” means W. Scoft Irving and Robin P. Trving.

Guarantor. The word "Guarantor" means any guarantor, surety, or accommodation party of any or’ aII of. the
indebiedness.

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lender, including without Ilmrr.atlon a guaranty of ' _
ali or part of the Note.

Improvements. The word "Improvements” means ali existing and future improvements, buildings, structurss moblle
homas affixed on the Real Property, faciiities, additions, replacements and other construction on the Real Proparty

Indebtedness. The word “Indebtedness” means all principal, interest, and other amounts, costs and expenses payable
under the Note or Related Documents, together with all renewals of, extensions of, modifications of, consalidations of = -
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender to discharge .-
Grantor's obllgatlons or expenses incurred by Trustea of Lender to enforce Grantor's obligations under this Deed of

\m\m\nw\m i

Lender. The word "Lender” means Horizon Bank, its successors and assigns.
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¢ Note:” The word "Note" means the Note executed by Irving Gonstruction Carporation in the principal amount of
¢ +$4,300,000.00 dated October 1, 2004, together with all renewals of, extensions of, modifications of, refinancings of,
_cbnsolidations of, and substitutions for the note or credit agreement. NOTICE TO GRANTOR: THE NOTE CONTAINS A
¢ VARIABLE INTEHEST RATE.

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal property
inow or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property; togsther with all
actessions; parts, and additions to, all replacemsnts of, and all substitutions for, any of such property; and tagether with
all issues”and profits thereon and proceeds (including without limitation all insurance proceseds and refunds of premiums)
from. any. sale of other disposition of the Proparty.

Property. . The word “Property” means collectively the Real Property and the Personal Property.

Real Property The words *Real Property™ mean the real property, interests and rights, as further described in this Deed
of Trust. -

Relatec Documents ) The words "Related Documents" mean all promissory notes, credit agreements, loan agresments,
guaranties, secyrify agreements, mortgages, deeds of trust, security deeds, collateral morigages, and all other
instruments, agreements and.-documents, whether now or hereafter existing, executed in connection with the
Indebtedness; provided,: that the enwronmental indemnity agresments ars hot "Related Documents” and are not secured
by this Deed of Trust.

Rents. The word "Rems" means gll present and future rents, revenues, income, issues, royalties, profits, and other
benefits derived from the’ Property -

Teustee. The word *Trustee! means Westward Financial Services Corporation, whose mailing address is 1500 Cornwall
Avenue, Bellingham, WA 98225 and any substitute or succassor trustees.

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

GRANTOR:

AALEN
G g

f el i s

INDIVIDUAL ACKNOWLEDGMENT

COUNTY OF 5 Z@&I e Ko

QOn this day before me, the undersngned Notary Public, personally appeared W. Scott lrving and Robin P. Irving, husband
and wite, personally known to me or proved to me on the basis of satisfactory evidence to be the individuals described in
and who executed the Deed of Trust, and acknowledged that they sngned the Deed of Trust as their free and voluntary act
and deed, for the uses and purposes therein mentioned. }[ h

Given under my hand and gfficlal seal this day of : ind
By. Residing at _" S@//b [JOO //f t/
Notary Public in and for the State of My commission expires § fro

REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undersigned is the legal owner and holder of all indebtednass secured by this Deed of Trust. You are hereby requested
upon payment of all sums owing o you, to reconvey without warranty, to the persons entitied theréto, the nght mie and
interest now heald by you under the Deed of Trust. S

Date: Beneficiary:
By:
its:

LASER PRC Lending, Wer. 6.26.00.005 Copr. Hartend Flnascial Schadions, In. 997, 2006, Al Rights Paserved. - 'WA o MCFIWINGFILPLIGOL.FG TR-7348
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