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DEED OF TRUST A B2 4s

DATE: December 14”’206’5 -

Reference # (if apphcable) | Additional on page
Grantor(s): '
1. 496404 Washlngton Enc

Grantea(s)
1. Horizon Bank A
2. Westward Financial Serwces Corporatlon Trustee

lLegal Description: Section 22, Tewnshlp 35 Range 1; Ptn. SE SW (aka Lots 2-6 Short Plat No.
Ana-04-005); and Units 9-14 and 18- 31 "PLANS OF PORTALIS ISLAND HOMES CONDO"
Additional on page 2

Assessor's Tax Parcel I|D#: 3501 22 0- 021 0007 {(P31655); 350122-0-013-0007 (P31580);
350122-0-020-3500 (P122190); 350122~ 0-020 3600 (P122191); 350122-0-020-3700 (P122192);
4847-000-009-0000 (P122164); 4847-000-010-0000 (P122165); 4847-000-011-0000 (P122166);
4847-000-012-0000 (P122167); 4847-000-013-0000 (P122168); 4847-000-014-0000 (P122169);
4847-000-018-0000 (P122173); 4847-000-019-0000 (P122174}); 4847-000-020-0000 (P122175);
4847-000-021-0000 (P122176); 4847-000-022-0000 (P122177); 4847-000-023-0000 (P122178),
4847-000-024-0000 (P122179); 4847-000-025-0000 (P122180); 4847-000-026-0000 (P122181);
4847-000-027-0000 (P122182); 4847-000-028- 0000 {P122183); 4847 000-029-0000 (P122184);
4847-000-030-0000 (P122185); 4847-000-031-0000 (P122186)

THIS DEED OF TRUST is dated December 14, 2005, améng 496404 Washington Inc.; a
Washington Corporation ("Grantor"); Horizon Bank, whosemailing 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, Belllngham WA 98225
(referred to below as "Trustee"). . _
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CONVEYANCE AND GRANT. For valuable consuieratlon, Grantor conveys to Trustee in trust with power of sale, right
.of entry-and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to the
fellowing described real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or |rr|gal|on rights); and all other rights, royalties, and profits relating to the real property, including without limitation

alf minerals, oil;"gas, geothermal and similar matters, (the "Real Property”) located in Skagit County, State

of Washmgton. E
PARCEL “A" '

Lots 2-6 Clty of Anacortes Short Plat No. ANA-04-005, approved November 2, 2004,
recorded November:3, 2004, under Skagit County Auditor's File No. 200411030031; being
a portion of the: Southeast 1/4 of the Southwest 1/4 of Section 22, Township 35 North,
Range 1 East, W M

PARCEL "B":

Units 9-14 and 18~31 "PLANS OF PORTALIS ISLAND HOMES CONDOMINIUM", recorded

December 8, 2004 ‘as-‘Auditor's File No. 200412080101 pursuant to "DECLARATION FOR
PORTALIS HOMES CO’NDOMINIUM", recorded December 8, 2004, as Auditor’s File No.
200412080102, records of Skaglt County, Washington.

Situate in the County of Skaglt State of Washington.

The Real Property or its address is commonly known as Anacortes, WA. The Real Property
tax identification number is.“350122:0-021-0007 (P31655); 350122-0-013-0007 (P31580);
350122-0-020-3500 (P122190); 350122-0-020-3600 (P122191); 350122-0-020-3700 (P122192);
4847-000-009-0000 (P122164); 4847-000-010-0000 (P122165); 4847-000-011-0000 (P122166);
4847-000-012-0000 (P122167); 4847-000-013-0000 (P122168); 4847-000-014-0000 (P122169);
4847-000-018-0000 (P122173); 4847-000-019-0000 (P122174); 4847-000-020-0000 (P122175);
4847-000-021-0000 (P122176); 4847-000-022-0000 (P122177); 4847-000-023-0000 (P122178);
4847-000-024-0000 (P122179); 4847-000-025-0000 (P122180); 4847-000-026-0000 (P122181);
4847-000-027-0000 (P122182); 4847-000-028-0000 (P122183); 4847-000-029-0000 (P122184);
4847-000-030-0000 (P122185); 4847-000-031-0000 (P122186).

Grantor hereby assigns as security to Lender, all of Grantor's right, title, and. interest in and to all leases, Rents, and profits of
the Property. This assignment is recorded in accordance with RCW 65:08.070; the lien created by this assignment is intended
to be specific, perfected and choate upon the recording of this Deed of Trust.: Lender grants to Grantor a license to collect
the Rents and profits, which license may be revoked at Lender‘s optlon and shall be automatically revoked upon acceleration
of all or part of the Indebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF FIENTS 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:

PAYMENT AND PERFORMANCE. Except as otherwise provided in thls Deed. of Trust Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shall stncﬂy and |n a tlme!y manner perform all of Grantor's
obligations under the Note, this Deed of Trust, and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantors possessnon and use of the Property
shall be governed by the following provisions:

Possession and Use. Until the occurrence of an Event of Default, Grantor may (1) remam in possession and control of
the Property; (2) use, operate or manage the Property; and {3) collect the Rents.from the Froparty {this privilege is a
license from Lender to Grantor automatically revoked upon default) The following provisions-relate to the use of the
Praperty or to other limitations on the Property. The Real Property is not used prmmpa!ly for, agncultural purposes.

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

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commlt permlt of suﬁer any stripping of
or waste on or to the Property or any portion of the Property. Without limiting the generality.of the foregoing, Grantor will
not remove, or grant to any other party the right to remove, any timber, minerals {mcludlng ail 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 ths Heai Property without
Lender's prior written consent. As a condition to the removal 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 Lender's agents and represertatives may enter upon the ‘Real Propertyk af all
reasonable times to aftend to Lender's interests and to inspect the Real Property for purposes of Grantors compllance
with the terms and conditions of this Deed of Trust. - o

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly catse: comphance
by all agents, tenants or other persons or entities of every nature whatsoever who rent, Iease or otherwise Use.or occupy -
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmertal. ¥
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With Dlsabilltles P
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during .any;
proceeding, including appropriate appeals, so long as Grantor has notified Lender in writing prior to domg so and so' .
long as, in Lender's sole opinion, Lender’s interests in the Property are not jeopardized. Lender may require Grantor to
post adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lander's interest.

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other acts m'
addition to those acts set forth above in this section, which from the character and use of the Property ars reasonably
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necassary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, (A} declare immediately due and payable all
‘sumé secired bythis Deed of Trust or (B) increase the intsrest rate provided for in the Note or other document evidencing
thie Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer, without Lender's
prior writfen 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 or any right, title or interast in the Real Property; whether legal, beneficial or equitable; whether
voluritaty or involusitary; whether by outright sale, deed, installment sale contract, land contract, contract for deed, leasehold
interest with-a term gréater than three (3) years, lsase-option contract, or by sale, assignment, or transfer 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. Jfany Grantor is a corporation, partnarship or limited liability company, transfer also includes any change in
ownership of .more._than twenty-five percent (25%) of the voting stock, partnership interests or limited liability company
interests, asthe’case maybe, of such Grantor. However, this option shall not be exercised by Lender if such exercise is
prohibited by tederal taw or by ‘Washington law.

TAXES AND LIENS. The followmg provisions relating 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 taxes, assessments,
charges (including water ‘and Sewer), fines and impositions ievied against or on account of the Property, and shall pay
when due all claims fof.work.done on or for services rendered or materiat furnished to the Property, Grantor shall
maintain the Property free of all-liens having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxgs and assessments not due and except as otherwise provided in this Deed of Trust.

Right to Contest. G‘rantor may wsthhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so Iong as Lender's interest in the Property is not jeopardized. If 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 fifteen
{15) days after Grantor has nigtice of thefiling, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient. corporate surety:bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and atteimeys’ fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any contest; Grantor shall defend itself and Lender and shall satisfy any adverse judgment befare
enforcement against the Proparty Grantor shall name Lender as an additional obliges under any surety bond furnished

in the contest proceedings. :

Evidence of Payment. Grantor shall upon demand furnish to Lender satistactory evidence of payment of the taxes or
assessments and shall authorize the appropriate’ governmentat official to deliver to Lendsr at any time a written statement
of the taxes and assessments against the Property

Notice of Construction. Grantor shall notn‘y Lender’ at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are supplted to-the Property, if any mechanic’s lien, materialmen’s lien, or other
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 Lentier that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The foilowmg prowssons relating to insuring the Property are a part of this Deed of
Trust,

Maintenance of Insurance. Grantor shall procurs and malntain polrmes of fire insurance with standard extended
coverage endorsements on a fair value basis for the full insurable valus .covering all Improverments on the Real Property
in an amount sufficient to avoid application of any coinsurance clduse,’ ‘and with a standard mortgagee clause in favor of

Lender. Grantor shall also procure and maintain comprehgnsive 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, Grantor shall maintain such other insurance, |nclud:ng but.fiot timited o hazard, business interruption, and

bailer insurance, as Lender may reasonably require. Policies_shall-be wiittéh.jn form, amounts, coverages and basis
reasonably acceptable to Lender and issued by a company or compahigs reascnably acceptable to Lender. Grantor,

upon request of Lender, will deliver to Lender from time to time’ thé policies or certificates of insurance in form
satisfactory to Lender, including stipulations that coverages will not: becancelled or diminished without at feast ten {10)
days prior written notice to Lender. Each insurance policy also shali 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 located in an area designated by the Director of the Federal Emergency Management Agency as a
special flood hazard area, Grantor agress to obtain and maintain Federal Fiood Insurance, if available, within 45 days
after notice is given by Lender that the Property is located in a special flood-hazard area,. for the full unpaid principal
balance of the loan and any prior liens on the property securing the loan, up to the maximur policy limits set under the

Nationai Flood Insurance Program, or as otherwise required by Lender, and to malntaln such msurance for the term ot
the loan. :

Application of Proceeds. Grantor shal promptly notify Lender of any Ioss or damage © the Property Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether or not Lender's security is
impaired, Lender may, at Lender’s election, receive and retain the proceeds of any insdrance and apply the proceeds to

the reduction of the Indebtedness, payment of any lien affecting the Property, or thé restoration-and repair of the
Property. If Lender elects 1o apply the proceeds to restoration and repair, Grantor shall répair or replace the damaged or
destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof ofsuch expenditure,
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 after-their.teceipt and which

Lender has not committed to the repair or restoration of the Property shall be used first to-pay-ary amount:owing to
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall b& applied 10 the principal

balance of the Indebtedness. If Lender holds any proceeds after payment in full of the !ndebtedness such proceeds

shall be paid without interest to Grantor as Grantor's interests may appear. P

Grantoi's Reponrt on Insurance. Upon request of Lender, however not more than once a year, Grantor shall turmsh o
Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2) the‘fisks-insured;" {3)
the amount of the policy; (4} the property insured, the then current replacement value of such property, and the manner .
of determining that value; and (5) the expiration date of the policy. Grantor shall, upon request of Lander 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 Lenders mterest in: the ;3"
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including but net:
limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay under thi§ Deed” ~
of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be chligated to) take any action that:Lendef - .
deems appropriate, including but not limited to discharging or paying all taxes, liens, security interests, sncumbrances and : +
other claims, at any time leviéd 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 rale 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
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Note and be apportioned 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 trealed as a balicon payment which will be
due and payabie at the Note’s maturity. The Deed of Trust also will secure payment of these amounts. Such right shail be in
'~:addmon to all-ather rights and remedies to which Lender may be entitled upon Default.

WARRANTY DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of this Deed of
Trus!

Tltle Granter warrants that: (a) Grantor holds good and marketable title of record to the Property in fee simple, free
and cléar of all“liens and encumbrances cther than those set forth in the Feal Property deseription or in any title
instirancé policy, title°report, or final title opinion issued in favor of, and accepted by, Lender in connection with this Deed
of Trust, ard (b} Grantor bas the full right, power, and authority to execute and deliver 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 thedawful claims of all persons. In the event any action or proceeding is commenced that guestions
Grantor's title or the interest.of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantar's
expense. Grantor'may be the nominal party in such proceeding, but Lendsr shall be entitied to participate in the
proceeding and:-t0 be represented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be deiwered to Lender such instruments as Lender may request from time to time to permit such participation.

Compliance With Laws:’ Grantor ‘warrants that the Property and Grantor's use of the Property complies with all existing
applicable laws, ordinances; and regulations of govermnmental authorities.

Survival of Representations and Warrantles. All representations, warranties, and agreements made by Grantor in this
Deed of Trust shall survive the .execution and delivery of this Deed of Trust, shall be continuing in nature, and shall
remain in full force and sffect untll such tlme as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The followrng prowslons refating o condernation proceedings are a part of this Deed of Trust:

Proceedings. If any proceedlng in condemnatlon is filed, Grantor shall promplly notify Lender in writing, and Grantor
shall promptly take such steps as may be nécessary to defend the action and obtain the award. Grantor may be the
nominal party in such proceeding, but: Lender shall be entitled to participats in the proceeding and to be represented in
the proceeding by counsel of Its own choice alt at.Grantor's expense, and Grantor will deliver or cause 1o be delivered to
Lender such instruments and ddcumentatlon as may be requested by Lender from time to time to permit such
participation.

Application of Net Proceeds. If aII of-any part of the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in lisu of condemnation; Lendgr:may at its election require that all or any portion of the net
proceeds of the award be applied to the Indebtedness.or the repair or rastoration of the Property. The net proceeds of
the award shall mean the award after payment-of aII reasonable costs, expenses, and attorneys' fees incurred by Trustee
or Lender in connection with the condemnation. ;

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 requesr by Lender, Graritor shall execute such documenits in addition to this
Deed of Trust and take whatever cther action is requested by Lenderto perfect and continue Lender’s lien on the Real
Property. Grantor shall reimburse Lender for ali taxes, as. descrlbed helow, together with all expenses incurred in
recording, perfecting or continuing this Deed of Trust, including without” hmrtaﬂon 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 apphes {1) a specific tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness secured by this" Dead of Trust; (2) a specific tax an Grantor which
Grantor is authorized or required to deduct from payments on ‘the-Iridebfedness-gecured by this type of Deed of Trust;
{3) a tax on this type of Deed of Trust chargeable against the Lender orthe Folder 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 Grantor.

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of Trust, this
event shall have the same effect as an Event of Default, and Lender.may exercise any or all of its available remedies for
an Event of Default as provided below unless Grantor either {1) pays the tdx before it becomes delinquent, or (2)

contests the tax as provided above in the Taxes and Liens section and’ deposlts wlth Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provrsrons relatlng o lhls Deed of Trust as a security
agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement to the éxtent any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniforin Commercral Code as amended from
time fo time.

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect and
continue Lender's security interest in the Rents and Personal Property. In addition to recording this Deed of Trust in the
real property records, Lender may, at any time and without further authorization from Grantor; file exectited.counterparts,
copies or repraductions of this Deed of Trust as a financing statement. Grantor shall relimburse Lefder for all expenses
incurred in perfecting or continuing this security interest. Upon default, Grantor shall not remove, sever or detach the
Personal Property from the Property. Upon default, Grantor shall assemble any Personal.Property niot affixed to the
Property in a manner and at a place reasonably convenient to Grantor and Lender and make it-available to Lender within
three (3) days after receipt of written demand from Lender to the extert permitted by applicable law.

Addresses. The mailing addresses of Grantor (debtor) and Lender {secured party) from which mfon'natlon concermng
the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform Corrmermal Code)
are as stated on the first page of this Deed of Trust.

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

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make execute and i
deliver, or will cause to be mads, executed or delivered, to Lender or to Lender's designes, and when requested by & ¢
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may bs, at such times and in such offices and,”
places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds,”seclrity ; -
agrasments, financing 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, perfect,” .
continue, or presetve (1) Grantor's cbligations under the Note, this Deed of Trust, and the Related Documents, and /{2) .«
the liens and security interests created by this Deed of Trust as first and prior liens on the Property, whether now owhed
or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing, Grantor shall
reimburse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.
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_Attorney-m -Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for
¢ - and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrsvocably appoints Lender
_-as Grantor's attormey-in-fact for the purpose of making, executlng, delivering, filing, recording, and daing all other things
< ag’ may-be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in the preceding

paragraph :

FULL PERFORMANCE if Grantor pays all the Indebtedness when due, and otherwise performs all the obligations imposed
upon. Grantor under this Deed of Trust, Lender shail execute and deliver to Trustee a request for full reconveyance and shall
execute “and-deliver 1o (rantor 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, if permntted by
applicable law. The,grantae in any reconveyance may be described as the "person or persons legally entitied thereto”, and
the recitals in- the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such rnatters or
facts.

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

Payment Default Grantor fa||s to make any payment when dus under the indebtedness.

Other Defaults. Granfor falls ‘to'eomply with or to perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in any of the ‘Related Documents or to comply with or to perform any term, obligation, covenant or
condition contained in any other agreement between Lender and Grantor.

Compliance Default. . Failure to"comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any-¢f the Reldied Documents.

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

False Statements. Any warranty representataon or statement made or furnished to Lender by Grantor or on Grantor's
behaif under this Deed of Trust.or the Related Documents is false or misleading in any material respect, either now or at
the time made or furnished or becomes false or misleading at any time thereafter.

Defective 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 o create a valid and perfected security interest or lien) at any time and for
any reason.

Insolvency. The dissolution or termlnetlon of Granter's gxistence as a going business, the insolvency of Grantor, the
appointment of a receiver for any part of Grantor’s propérty, any assignment for the benefit of creditors, any typs of
creditor workout, or the commencament of any preceedmg under any bankruptcy or insolvency laws by or against
Grantor. .

Creditor or Forfeiture Proceedings. Comrﬁene"ement of toreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repoesesswn or any other method, by any creditor of Grantor or by any govemmental agency
against any property securing the Indebtedness.- This includes a garnishment of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall-not apply if there is a good faith dispute by Grantor
as to the validity or reasonableness of the claim which is the basi§ of the creditor or forfeiture proceeding and if Grantor
gives Lender written notice of the creditor or forfeiture proceeding and. deposuls with Lender monies or a surety bond for
the craditor or forfeiture proceeding, in an amount determmed by Lender in its sole discretion, as being an adequate
reserve or bond for the dispute. :

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,- -neluding without limitation any agreement
concerning any indebtedness or cther obligation of Grantor to Lender, whsther, exisling now or later.

Everits Affecting Guarantor. Any of the preceding events oecure with respect to any Guarantor of any of the
Indebtedness or any Guarantor 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 optioh, may, but shall not be required to,
permit the Guarantor's estate to assume unconditionally the oblngat:ons arlsmg under the guaranty in a manner
satisfactory to Lender, and, in doing so, cure any Event of Default.

Adverse Change. A material adverse change ocours in Grantor's fmancna! condmon oF Lender helleves the prospect of
payment or performance of the Indebtedness s impalired. : H

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is curable and it Grantor has net been given a notice of a
breach of the same provision of this Deed of Trust within the preceding twelve (12). months, nay ba cured if Grantor,
after receiving written notice from Lender demanding curs of such default: (1) cures the default within thlrty {30) days;
or (2} if the cure requires more than thirty (30) days, immediately initiates steps which Lender deérus in Lender's sole
discretion o be sufficient to cure the default and thereafier continues and completes aIl reasonable and necessary steps
sufficient to produce compliance as soon as reasonably practical.

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

Election of Remedies. Election by Lender to pursus any remedy shall not exclude pursuit of any olher remedy, and an
election to make expenditures or to take action to perform an obligation of Grantor under this-Deed" of Trust after
Grantor's failure to perform, shall not affect Lendar’s right to declars a default and exercise its remed|es

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness immed|ately due
and payable, including any prepayment penalty which Grantor would be required 1o pay.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exercrse s power of
sale and to foraclose by notice and sale, and Lender shall have the right 1o foreclose by judicial Toredosure ll"l “gither”
case in accordance with and 1o the full extent provided by applicable law.

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have ail the rights and remed|es ef ) _:::3
a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the Property
and collect the Rents, Including amounts past due and unpaid, and apply the net proceeds, cver and above Lender'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 directly to Lender. If the Rents are collected by Lender, then Grantor irevocably .+

designates Lender as Grantor's aftomey-in-fact to endorse instruments received in payment thereof in the nama’of =
Grantor and to negotiate the same and collect the proceaeds. Payments by tenants or other users to Lender in response
to Lender's demand shall satisfy the obligations for which the payments are made, whether or not any proper grounds
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for the demand existed. Lender may exercisa its rights under this subparagraph either in person, by agent, or through a
‘regéiver.
- ‘Appolnt Receiver. Lender shall have the right to bave a receiver appointed to take possession of all or any part of the
Froperty, with. the power to protect and preserve the Property, 1o aperate the Property preceding or pending foreclosure
-orsale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
:against the Indebtedness. The receiver may serve without bond if parmitted by law. Lender's right to the appointment
of.a recelver shall exist whether or not the apparent value of the Property exceeds the Indebiedness by a substantial
amount ‘Employrnent by Lender shall not disqualify a person from serving as a receiver.

Terancy at__.Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided above or
Lender otherwise becomes entitied fo possession of the Property upon default of Grantor, Grantor shall become a
tenant at suﬁerance of Lender or the purchaser of the Property and shall, at Lender's option, either (1) pay a
reasonabie rental for the use of the Property, or {2) vacate the Property immediately upon the demand of Lender.

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

Notice of Sale. Lendsr shall gwa Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the time ‘after which any private sale or other intended disposition of the Personal Property is to be made.
Reasonable notice shall iean notice given at least ten (10) days before the time of the sale or disposition. Any sale of
the Personal Property may.be made in conjunction with any sale of the Real Property.

Sale of the Property..: To the, extent permitted by applicable law, 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 separately, in one sale or by separate sales. Lender shall be entitied to bid at any public sale on all
or any portion of the Property

Attorneys’ Fees; Expenses. f Lender in__s_tit_utes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitled to réeoversuch sim.as the court may adjudge reasanable as attorneys' fees at trial and upon
any appeal. Whether or not‘any court action is involved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs that in Lender’s opinion are necessary at any time for the protection of its interest or the
enforcement of its rights shall becomea part of the ‘Indebtedness payable on demand and shall bear interest at the Note
rate from the date of the expenditure until repa:d -Expenses covered by this paragraph include, without limitation,
however subject to any limits under appiicable law, Lender's attorneys’ fees and Lender's legal expenses, whether or not
there is a lawsuit, including attormeys™ feas and éxpenses for bankruptcy proceedings (Including efforts to modify or
vacate any automatic stay or injunction), appeals, and.any anticipated post-judgmsnt collection services, the cost of
searching records, cbtaining tile reports (including foreclosure reports), surveyors’ reports, and appraisal fees, tite
insurance, and fees for the Trustee, 10 the-gxtent permﬂted by applicable law. Grantor also will pay any court costs, in
addition to all other sums provided by law.

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

POWERS AND OBLIGATIONS OF TRUSTEE. The: followmg prowstons relating to 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 matter of law, Trustee shall have the power to take
the following actions with respect to the Property upon the written request of Lender and Grantor: (a) join in preparing
and filing a map or plat of the Real Property, including the-dedication of streets or other nghts to the public; (b) join in
granting any easement or creating any restriction on the Feal Property; and (c} jein in any subordination or other
agreement affecting this Deed of Trust or the interest of Lender under th;s Deed of Trust.

Obligations to Notify. Trustee shall not be obligated to notlty any other arty. of a pending sale under any other trust
deed or lien, or of any action or proceeding in which Grantor, Lender; or: Truatee shall be a party, unless required by
applicable law, or unless the actien or proceeding is brought by Trustee( :

Trustee. Trustee shall meet all qualifications required for Trustee: under appllcable law. In addition to the rights and

remedies set forth above, with respect to all or any part of the Property, the Trustes shall have the right to foreclose by
notice and sale, and Lender shall have the right to foreclose by judicial. foreclosure m alther case in accardance with and
1o the fult extent provided by applicable law. .

Successor Trustee. Lender, at Lender's option, may from time to time apr;iomt a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office
of the recorder of Skagit County, State of Washington. The instrument shall:contain, ‘in ;addition to all other matlers
required by state law, the names of the original Lender, Trustee, and Grantor, the hook 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 sliccessor trustes, without conveyance
of the Property, shall succeed to all the title, power, and duties conferred upan the Trustee’in this Deed of Trust and by
applicable law. This procedure for substitution of Trustee shall govern to the exclusmn of all oiher provisions for
substitution.

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be gwen A another manner, any
notice required to be given under this Deed of Trust, including without limitation any notice of default and any fotice of sale
shall be given in writing, and shall be effective when actually delivered, when actually received by talefacsimile (unless
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if mailed,-when depusited in
the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses shown near the
beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of any lien which has prjorlty ‘over this
Deed of Trust shall be sent fo Lender's address, as shown near the beginning of this Deed of Trust. Any-party' may charige its
address for notices under this Deed of Trust by giving formal written riotice to the other parties, specifying that #he purpose, of
the notice is to change the party’s address. For notice purposes, Grantor agrees to keep Lender informed at-all tifres ‘of
Grantor's current address. Subject to applicable law, and except for notice required or allowed by law to be given jn another™,
manner, if there is more than one Grantor, any notice given by Lender to any Grantor is deemed to be nence glven 1o &l
Grantors.

ASSOQCIATION OF UNIT OWNERS. The following provisions apply if the Real Property has been submntted to unlt"_ _:::3
ownership law or similar law for the establishment of condominiums or cooperative ownership of the Real Property:

Power of Attorney. Grantor grants an irrevocable power of atterney to Lender to vote in Lender's dlscre'non on: any
matter that may come before the assoclation of unit owners. Lender shall have the right to exercise this powar of
attorney only after Grantor's default; however, Lender may decline to exercise this power as Lender sees fit.

Insurance. The insurance as required above may be carried by the association of unit owners on Grantor's behalf, and
the proceeds of such insurance may be paid to the association of unit owners for the purpose of repairing “or
reconstructing the Property. If not so used by the association, such proceeds shalt be paid to Lender.
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_Defauit Grantor's failure to perform any of the obligations imposed on Grantor by the declaration submitting the Real
¢ - Préperty to unit ownership, by the bylaws of the association of unit owners, or by any rules or regulations thergunder,
_-8hall'bg an event of default under this Deed of Trust. If Grantor's interest in the Real Property is a leasehold interest and
such property has been submitted to unit ownership, any failure by Grantor to perform any of the obligations imposed on
Grantor by'the lease of the Real Property from its owner, any default under such lease which might result in termination
‘ofthe lease as it pertains to the Real Property, or any failure of Grantor as a member of an association of unit owners fo
‘take any reaeonable action within Grantor's power to prevent a default under such lease by the association of unit
‘owners or by any, member of the association shall be an Event of Default under this Deed of Trust,

MISCELLANEOUS-PR@VISIONS. The tollowing miscellaneous provisions are a part of this Deed of Trust;

Amendments. . This Beed of Trust, together with any Related Documents, constitutes the enfire understanding and
agreement of the: partigs as to the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall be effective unless given in wiiting and signed by the party or parties sought to be charged or bound by the
alteration or amendment

Annual Reports. - Tf the Property is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upon request, a codified_staternent 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" shall mean all cash receipts from the
Property less all cash expend_utures made in connection with the operation of the Property.

Caption Headings. Caption 'h__eadings in this Deed of Trust are for convenience purposes only and are not to be used to
interpret or define the previsidns of thig_ Deed of Trust.

Merget. Thers shall be 1o 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 bensfit 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 law, the laws of the-State of Washington without regard to its conflicts of law provisions.
This Deed of Trust has been acOepted by Lender In the State of Washington.

Choice of Venue. Ifthereisa Iawsurt Grantor agrees upon Lender’s request to submit to the jurisdiction of the courts of
Whatcomn County, State of Washrngton

No Wailver by Lender. Lender shall not-be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender Ng delay or omission on the part of Lender in exercising any right shall
operate as a waiver of such right or dny otherright. A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constitute a waiver of Lender’s' nght otherwise to demand strict compliance with that provision or any other
provision of this Deed of Trust. No prior waiver:by Lender, nor any course of dealing between Lender and Grantor, shall
constitute a waiver of any of Lender's rights of 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 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.

Severability. If a court of competent 1urlsd|ctron finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not” make the offending provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the oﬁendmg provision shall be considered modified so that it
becomes legal, valid and enforceable. If the offending provision.¢anhot-be so modified, it shall be considered deleted
from this Deed of Trust. Unless otharwise raquirad by law; the illegality, invalidity, or unenforceability of any provision of
this Deed of Trust shall not affect the legality, validity or enforceablmy of any other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in, this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure to the benefit of the parties; theit'successors and assigns. If ownership of
the Property becomes vested In a person other than Grantor, Lender, without nofice to Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the indebtedne_ss by way: of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or liability under the Iridebtedness.

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 rlght to any ]ury trial in any action, proceeding, or
counterciaim brought by any party against any other party.

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

DEFINITIONS. The foliowing capitalized words and terms shall have the following meanlngs when used in this Deed of Trust.

Unless specifically stated to the contrary, all references to dollar amounts shall mean amcunts in Jawful money of the United
States of America. Words and terms used in the singular shall include the phural, and e plural shall includa the singular, as
the context may require. Words and terms not otherwise defined in this Deed of Trust shali have the meanmgs attributed to
such terms in the Uniform Commergial Code:

Beneficiary. The word "Beneficiary" means Horizon Bank, and its successors and a55|gns )

Borrower. The word "Borrower" means 496404 Washington inc. and includes all co-signers 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 interest provisions relating to the Personal Property and Renls

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

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

Grantor. The word "Grantor' means 496404 Washington Inc..

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

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

Improvements. The word "Improvements” means all existing and future improvements, buildings, structures mObI|9 :
homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real Property.

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, consclidations™of
and substitutions for the Note or Related Bocuments and any amounts expended or advanced by Lender to discharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obligations under this Deed of
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_ '_Trfiet “together with interest on such amounts as provided in this Deed of Trust.
F Lender.. The word “Lender* means Horizon Bank, its successors and assigns.

" Note,The word "Note" means the promissory note dated December 14, 2005, in the original principal
amount ‘of $2,056,041.63 from Grantor to Lender, together with all renewals of, extensions of, modifications of,
‘refinancings of, consolidations of, and substitutions for the promissory note or agreement, NOTICE TO GRANTOR: THE
‘NOTE CONTAINS A VARIABLE INTEREST RATE.

Personai Property The words "Parsonal Property” mean all equipment, fixtures, and other articles of personal property
now. or_hereaftér owned by Grantor, and now o hereafier attached or affixed to the Real Property; togsther with all
accessions; parts, and, additions to, all replacements of, and all substitutions for, any of such property; and together with
all issuss-and profits théreon and proceeds (Inctuding without limitation all insurance proceeds and refunds of premiums)
from any s sale or other disposition of the Property.

Property The wird "Propeny" means collectively the Real Property and the Personal Property.

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

Related Documents The words "Related Documents® mean all promissory notes, credit agreements, loan agreements,
guaranties, security agréements,” mortgages, deeds of trust, security deeds, collateral morigages, and all other
instruments, agreements  and. 'documents, whether now or hereaftar existing, executed In connection with the
Indebtednass; prowded that ﬁ'ne enwronmentai indemnity agreements ars not "Related Documents" and are not secured

by this Deed of Trust.:

Rents. Ths word "Rents "rnsans all present and future rents, revenues, incoms, issues, royalties, profits, and other
benefits derived from the Property :

Trustee. The word "Trustes" means Westward Financial Services Corporation, whose mailing address is 1500 Cornwall
Avenue, Bellingham, WA 98225 and any, subs’ntute Of successor trustess.

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

GRANTOR:

496404 WASHINGTON INC.

By:
A eder, President of 456404 Washinggon Inc.

CORPOHATE ACKNOWLEDGMENT
STATE OF _LA)L‘)M hﬁi\"f"\ " 7 )

COUNTY OF CKM{.’{‘ N, .

On this \ H-“" day of ! M.m,& , 20 S betore me, the undersigned
Notary Public, personally appeared Allan D. Schfoeder, President of 496404 Washmgton Inc and personally known to me
or proved to me on the basis of satisfactory evidence t0 be an authorized agent of the corporation that executed the Deed of
Trust and acknowiedged the Deed of Trust to be the free and voluntary act and deed of the corporation, by authority of its
Bylaws or by resolution of its board of directors, for the uses and purposes therein ;mentioned; and on oath stated that he or
she is authorized to execute &is Deed of Trust and in fact executed the Deed of Trustrbn behalf of the corporation.

By, 4 l"’( l Res!dlng at ¥ e
Notary, lic Gd for the State of J[% My commission expires ! - 15’2007

REQUEST FOR FULL RECONVEYANCE . _

To: , Trustee

The undersigned is the legal owner and holder of all indebtedness secured by this Deed of Trust. Yoﬁ.are'hereby reque"sted
upon payment of all sums owing to you, 1o reconvey without warranty, to the persons entitled theretol the nght tatle and
interest now held by you under the Deed of Trust. ;

Date: Beneficlary:
By:
Its:

LASER PRO Landing, Yer. 527.00.006 Copt. Harland Financial Soiuliond, (no. 1987, 2006, All Righte Reserved. - WA ¢ \CFIWIMGCFRLLPLI\GD1.FC TR-0604
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