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" CONSTRUCTION DEED OF TRUST

DATE: September 2, '2065 "

Reference # (if appncable} ;_ Additional on page
Grantor(s):
1. PORTALIS LIMITED LIABILITY CcO.

Grantee(s) =
1. PEOPLES BANK
2. First American TitIe*-Cd. of ..Skéigi‘c- County, Trustee

Legal Description: UNIT 18, "PLANS OF PORTALIS ISLAND HOMES CONDOMINIUM"
Additional on page 2

Assessor's Tax Parcel ID#: 4347-009:01.5'-'0000

THIS DEED OF TRUST is dated September 2, 2005, among PORTALIS LIMITED LIABILITY CO.,
A WASHINGTON LIMITED LIABILITY COMPANY, whose address is 1004 COMMERCIAL AVE #
109, ANACORTES, WA 98221-4117 ("Grantor™); PEOPLES BANK, whose mailing address is
MOUNT VERNON OFFICE, 1801 RIVERSIDE DRIVE, MOUNT VERNON, WA 98273 (referred to
below sometimes as "Lender" and sometimes as "Beneficiary”); and First American Title Co, of
Skagit County, whose mailing address is 1301 B Rlvarslde Drwe, Mount Vernon, WA 98273
(referred to below as "Trustee"). o
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DEED OF TRUST
~ Loan No: 5032155-208 {Continued) Page 3

__ar;té in addition to those acts set forth above in this section, which from the character and use of the Property are
i reasonably necessary to protect and preserve the Property.

Constructlon Loan. If some or all of the proceeds of the loan creating the Indebtedness are to be used to construct
or gomplete construction of any Improvements on the Property, the Improvements shall be completed no later than
fhe maturity date of the Note (or such earlier date as Lender may reasonably establish) and Grantor shalt pay in full
all. costs and ‘expenses in connection with the work. Lender will disburse loan proceeds under such terms and
condltlons ag Lender may deem reasonably necessary to insure that the interest created by this Deed of Trust shall
have-priority over all possible liens, including those of material suppliers and workmen. Lender may require, among
other. things, that disbursement requests be supported by receipted bills, expense affidavits, waivers of liens,
constructlcm progress reports and such other documentation as Lender may reasonably request,

DUE ON SALE CONSENT BY LENDER. Lender may, at Lender's aption, {A) declare |mmedlately due and payable all
sums secured by this Deed-6f Trust or (B) increase the interest rate provided for in the Note or other document
evidencing the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lendar's prior, written. cor\sent 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 or any right, title or interest in the Real Property; whether
legal, beneficial or gquitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract,
land contract, contréact for deed, ledsehold interest with a term greater than 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. If any Grantor is a corporation, partnership or limited
liability company, transter also.includas any change in ownership of more than twenty-five percent (25%} of the voting
stock, partnership interests of limited-liability company interests, as the case may be, of such Grantor. However, this
option shall not be exercised by‘Lender if such exercise is prohibited by federal law or by Washingtan law.

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

Payment. Grantor shall pav when due {and 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 domé on or for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of atl liens havmg priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and’ assessments not dug and except as otherwise provided in this Deed of
Trust. o

Right to Contest. Grantor may wnthhold pavment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long- as/Lender’s interest in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Granfor-shall-within fifteen (15} days after the lien arises or, if a lien is filed,
within fifteen {15} days after Grantor hag noti¢e of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficiént ¢orporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any. costs and attorneys' fees, or ather charges that could accrue as a
result of a foreclosure or sale under the lien. *In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement ‘against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the coritest proceedlngs

Evidence of Payment. Grantor shall upon demand furnish 1o Lender _satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental efflmal to deliver to Lender at any tirme a written
statement of the taxes and assessments against the Property

Notice of Censtruction. Grantor shall notify Lender at Ieast flfteen [1 5) days hefore any work is commenced, any
services are furnished, or any materials are supplied to the Property, if"any mechanic's lien, materialmen's lien, or
other lien could be asserted on account of the work, servicas, or“materiale. 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 relatlng to msurlng the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain pdlicies‘"bf f‘ire insUrance with standard extended
coverage endorsements on a replacement basis for the full insurable valye cévering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance glause, and with a standard mortgagee
clause in favor of Lender., Grantor shall also procure and maintain comprehensive generai liability insurance in such
coverage amounts as Lender may request with Trustee and Lender being. named as additional insureds in such
{tability insurance poficies. Additionally, Grantor shall maintain such other ifsirance,-including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably réquire. -Policies shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender and issued by a company of cempanies
reasonably acceptable to Lender, Grantor, upon request of Lender, will deliver tg “Lender_from time to time the
policies or certificates of insurance in form satisfactory to Lender, including stipulations thiat coverages will not be
cancelled or diminished without at least thirty (30) days prior written notice to Lender.. Each insurance policy also
shall include an endorsement providing that coverage in favor of Lender will not be* impaired in-any way by any act,
omission or default of Grantor or any other person. Should the Real Property be focated in-an-area designated by
the Director of the Federal Emergency Management Agency as a special flood hazarg-ares; Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, within 45 days after notice is given by lefider that the
Property is located in a special flood hazard area, for the full unpaid principal balance of the loan and_ary prior fiens
on the property securing the loan, up to the maximum policy limits set under the National Ffood lnsurance Program,
or as otherwise required by Lender, and to maintain such insurance for the term of the foan.:

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Prcperty Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether of not. Lendér's
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any |nsurané:e and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or the réstoration,
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantar shall rapair.or
replace the damaged or destroyed Improvements in a manner satisfactory to lLender. Lender shall, upon ©
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasoriable cost of’
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have -not-been’
disbursed within 180 days after their receipt and which Lender has not committed to the repair or restoratlon ofu-"
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, then to pay accrued’
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. If Lender holds..--"‘
any proceeds 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 furnish

RO
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DEED OF TRUST
_I__-dr_an;No: 5032155-208 (Continued) Page 5

; __any Personal Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor and
¢ :“Lerider and make it available to Lender within three (3) days after receipt of written demand from Lender to the
~éxtent permltted by applicabis law.

Addresses. -The mailing addresses of Grantor {debtor) and Lender (secured party) from which information
concerning ’the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
?_Cqmmerc:la_l Code} are as stated on the first page of this Deed of Trust.

FURfHEB_ A__SSI.}RANGES: ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorngy; in"fact are.a pa’rt of this Deed of Trust:

Further Assurances At any time, and from time to time, upon request of Lender, Granter will make, execute and
deliver, of will cause.to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
tender,:cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and places as Lender may. deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, frnanclng statements, continuation statements, instruments of further assurance, certificates, and
other documents.as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfact, continde, .oF preserve (1}  Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and~ {2} *.the lins.and security interests created by this Deed of Trust as first and prior liens on the
Property, whether now ‘dwned or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary in wntlng, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to in thrs paragraph

Attorney-in-Fact. If Grantor farls to- do ‘any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Graghtor and at Grantor’s expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-ln -fact for the purpose of making, executing, delivering, filing, recording, and doing all

other things as may be necessary of, deswable, in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph. - ° A

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obligaticns
imposed upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shall execute and delwer to Granto: suitable statements of termination of any financing statement on
file evidencing Lender's security interest in the-Rents and the Personal Property. Any reconveyance fee shall be paid by
Grantor, it permitted by applicable law. The grantee in any reconveyance may be described as the "person or persons
legally entitled thereto™, and the remtals 2] the reeonvevance of any matters or facts shall be conciusive proof of the
truthfuiness of any such matters or facts,

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

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

Other Defaults. Grantor fails to comply with" :or to perform any other term, obligation, covenant or condition

contained in this Deed of Trust or in any of the: Related Doguments or to comply with or to perform any term,
abligation, covenant or condition contained in any, other agreeme'nt between Lender and Grantor.

Compliance Default. Failure to comply with any other term oblrgatron covenant or condition contained in this
Deed of Trust, the Note or in any of the Related Documents .

Default on Other Payments. Failure of Grantor within the: tlme requrred by this Dsed of Trust to make any payment
for taxes or insurance, or any other payment necessary to prevent flhng of or to effect discharge of any lien.

False Statements. Any warranty, representation or statement made or., furnished to Lender by Grantor or on
Grantor's behalf under this Deed of Trust or the Related Dociiments is-false.or misleading in any material respect,
gither now or at the time made or furnished or becomas false or ‘mrsleadlng at.any time thereafter.

Defectiva Collateralization. This Deed of Trust or any of the Related Doguments ceases to be in full farce and
effect {including failure of any collateral document to create a valrd and perfected security interest or lien) at any
time and for any reason. .

Death or Insolvency. The dissolution of Granter's (regardless of whether electlon to continue is made), any
member withdraws from the limited liability company, or any other termination of Grantor's existence as a going
business or the death of any member, the insolvency of Grantor, the appeintment' af a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any type -of creditor workout, or the
commencement of any proceeding under any bankruptcy or insolvency Iaws by or agamst Grantor

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forferture proceedrngs, whether by judicial
proceeding, seif-help, repossessmn or any other method, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a garnlshrnent of any of-Grantor's accounts,
including deposit accounts, with Lender, However, this Event of Default shallingt apply.if there is a good faith
dispute by Grantor as to the validity or reasonableness of the claim which is the: basis of the creditor or forfeiture
proceeding and if Granter gives Lender written notice of the creditor or forfeiture ‘proceading-and deposits with
Lender monies or a surety bond for the creditor or forfeiture proceeding, in an amount determlned by Lender, in its
sole discretian, as being an adequate reserve or bond for the dispute. S

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between ‘Grantor and
Lender that is not remedied within any grace period provided therein, including without” limiitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or later.”

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, endorser surety,
or accommodation party of any of the Indebtedness or any guarantor, endorser, surety, or accemrnodatlon party
dies or bescomes incompetent, or revokes or disputes the validity of, or liability under, afiy Guarentv of the
Indebtedness. In the event of a death, Lender, at its option, may, but shall not be required td, peimit-the
guarantor's estate to assume unconditionally the obligations arising under the guaranty in a manner satrsfactorv toi._
Lender, and, in doing so, cure any Event of Default. 2 "

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

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. |f any default, other than a default in payment is curable and if Grantor has not been given a noticé .~
of a breach of the same provision of this Deed of Trust within the preceding twelve {12} months, it may be cured i
Grantor, after receiving written notice from Lender demanding cure of such default: (1) cures the default within
fifteen {16} days; or (2) if the cure requires more than fifteen {15) days, immediately initiates steps which Lender
deems in Lender's sole discretion to be sufficient to cure the default and thereafter continues and completes all .~

[
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DEED OF TRUST
~ Loan No: 5032155-208 (Continued) Page 7

updn 'r:“he Trustee in this Deed of Trust and by applicable law. This procedure for substitution of Trustee shall
govern to the exclusion of all other provisions for substitution.

'NOTICES Subject to applicable law, and except for notice required or allowed by law to be given in ancther manner,
gty notlce requiréd to be given under this Deed of Trust, including without limitation any notice of default and any
notice &f sale shall be given in writing, and shall be effective when actually delivered, when actually received by
teiefacsmrle {unless otherwise required by law}, when deposited with a nationally recognized overnight courier, or, if
mailed, when deposned in the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addrésses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien“which has priority over this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of Trist.” Any party may change its address for notices under this Deed of Trust by giving formal written
notice to the“othér parties,. specifying that the purpose of the notice is to change the party's address. For notice
purposes, Giantor agrees to keep Lender informed at all times of Grantor's current address. Subject to applicable law,
and except for notice:fequired’ or allowed by law to be given in another 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.

CONSTRUCTION LOAN PROVISION. NOTWITHSTANDING THE STATEMENT HEREIN THAT THIS DEED OF TRUST
SECURES ANY OF:THE RELATED DOCUMENTS REFERRED TO IN THE CONSTRUCTION LOAN AGREEMENT, OR ANY
OTHER PROVISION' HEREIN: THIS. DEED OF TRUST DOES NOT SECURE THE HAZARDOQUS SUBSTANCES
CERTIFICATE AND INDEM!NITY EXECTUED BY GRANTOR,

MISCELLANEQUS PROVISIQNS The iguowmg miscellansous provisions are a part of this Deed of Trust:

Amendments. This Deed ofs Trust together with any Related Documents, canstitutes the entire understanding and
agreement of the parties as to' the matiers set forth in this Deed of Trust. No alteration of or amendmaent to this
Deed of Trust shall be effectnre unlegs given in writing and signed by the party or parties sought to be charged or
bound by the alteration or: amendment

Annual Reports. If the Pmperty is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request, a certified ‘statément of net operating income received from the Property during Grantor's
previous fiscal year in such form ahd detail as Lender shall require. "Net operating income" shall mean all cash
receipts from the Property less a{-l"c_as‘h expenditures made in connection with the operation of the Property.

Caption Headings. Caption head'ir-rgss-iﬁ“'tthis Deed of Trust are for convenience purposes only and are not to be
used to interpret or define the provisions of this Deed of Trust.

Merger. There shall be no merger of the" mterest or gstate created by this Deed of Trust with any other intetest oy
estate in the Property at any time held by or for the beneflt of Lender in any capacity, without the written consent
of Lender. . :

Governing Law. This Deed of Trust wrll IJe governed by federal law applicable to Lender and, to the extent not
preempted by federal law, the laws of the $ta1te of Washington without regard to its conflicts of law provisions.
This Deed of Trust has been accepted by Lender':-in the State of Washington.

Choice of Venue. If there is a lawsuit, Grantor, agrees upon Lender s request to submit to the jurisdiction of the
courts of SKAGIT County, State of Washington, *~ .

No Waiver by Lender. Lender shall not be deemed to have wawed any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay of omission on the part of Lender in exercising any right
shall operate as a waiver of such right or any other right” A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender’s tight otherwise 1o demand strict compliance with that
provision ©f any other provision of this Deed of Trust.: No-priof walver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any.of Lender s rights or of any of Grantor's obligations
as to any future transactions. Whenever the consent of Lender is reqUIred under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute contlnurng gonsent to subsaquent instances where
such consent is required and in all cases such consent may be granted or withheld in the scle discretion of Lender.

Severability. If a court of competent jurisdiction finds any provision of this:Deed of Trust to be illegal, invalid, or
unenforceable as to any cirgumstance, that finding shall not make the offendmg provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the offeriding”praovision, shall be considered modified so
that it becomes legal, valid and enforceable. If the offending provision-cannet ‘be so modified, it shall be
considered deleted from this Deed of Trust. Unless otherwise required by law,:the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affect the legahty, valldlty or enforceability of any
other provision of this Deed of Trust. : .

Successors and Assigns. Subject to any limitations stated n this Deed Df Trust on. transier of Granter's interest,
this Deed of Trust shall be binding upon and inure to the benefit of the parties, their-successors and assigns. |If
ownership of the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with reference to 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 Ilabllltv under the lndsbtedness

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

Waive Jury. All parties to this Deed of Trust hereby waive the right to n any aejfio_n‘,“ proceeding, or

counterclaim brought by any party against any other party. (Initial Here

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and beneflts af the homestead
exemption laws of the State of Washington as to ail Indebtedness secured by this Deed of Trust :

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used-in thrs Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amouants in lawfu! meney
of the United States of America. Words and terms used in the singular shall include the plural, ‘and.-the. piuralshall
include the singular as the context may require. Wards and terms not otherwise defined in this Deed 3f Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code: : ;

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

Borrower. The word "Borrower" means PORTALIS LIMITED LIABILITY CO. and inciudes all co- SIQHBI‘S andf':'
co-makers signing the Note and all their successors and assigns. &

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 Propertv and' i
Rents. _

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

Evant of Default. The words "Event of Default" mean any of the events of default set forth in this Deed of Trust in .

TN
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DEED OF TRUST
+ Loan No: 5032155-208 (Continued) Page 9

REQUEST FOR FULL RECONVEYANCE

.TOZ" S , Trustee

The undersngned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby
requested, upon’payment of all sums owing to you, to reconvey without warranty, to the persons entitled thereto, the
right;’ tltle and |nterest now held by you under the Deed of Trust.

Date: “.. . & _ Baneficiary:
T By:
Its:
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