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CHICAGO TITLE O, - CONSTRUCTION DEED OF TRUST

DATE: July 28, 2065--‘

Reference # (if appllcable) IC39421 Additional on page
Grantor(s): E
1. MCKAY, DONALD B

Grantee(s)
1. BUSINESS BANK OF SKAGIT COUNTY
2. CHICAGO TITLE COMPANY Trustee

Legal Description: LOT 9, RIVER VALLEY

VIEW ESTATES
Additional on page 2

Assessor's Tax Parcel ID#: 4777-000-009-0000

THIS DEED OF TRUST is dated July 28, 2006 among DONALD B MCKAY AND RENEE
MCKAY: Husband and Wife {"Grantor”); BUSINESS BANK OF SKAGIT COUNTY, whose mailing
address is MORTGAGE GROUP, 1854 § BURLINGTON BLVD BURLINGTON, WA 98233
{referred to below somstimes as "Lender” and sometimes as "Beneflclary }; and CHICAGO
TITLE COMPANY, whose mailing address is 425 COMMERCIAL STREET, MOUNT VERNON,
WA 98273 (referred to below as "Trustee"). - :
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustes in trust with powoer of sale, right
of Bl‘ith and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and te
the fo}!owrng described real property. together with all existing or subsequently erected or affixed buildings,
rmprovements and. fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
{including- stock in utifities with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real
praperty, mc!_udrr__'_rg without limitation all minerals, oil, gas, geothermal and similar matters, (the “"Reat Property™)

located in SKAGIT County, State of Washington:

LOT 9, RIVER V.'AI._._L'E;Y VIEW ESTATES, ACCORDING TO THE PLAT THEREOF, RECORDED
ON MAY 7, 2001, UNDER AUDITOR'S FILE NO. 200105070102, RECORDS OF SKAGIT
COUNTY, WASHINGTON.

The Real Property or its address is commonly known as 5945 JENNIFER LANE, BURLINGTON,
WA 98233. The Real P'rop'erty tax identification number is 4777-000-009-0000.

Grantor hereby assigns as ser:unty to. Lender all of Grantor's right, title, and interest in and to all leases, Rents, and
profits of the Property. This dssighment is recorded in accordance with RCW 65.08.070; the fien created by this
assignment is intended to be spetific, 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 option and shall be
automatically revokad upon acceleration of"all .ot part of the Indebtedness.

THIS DEED CF TRUST, INCLUDING THE ASSIGNMEHT 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, INCLUDING THE® ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY. IS ALSO GIVEN-TO SECURE ANY AND ALL OF GRANTOR'S OBLIGATIONS UNDER THAT
CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN GRANTOR AND LENDER OF EVEN DATE HEREWITH. ANY
EVENT OF DEFAULT UNDER THE CONSTRUCTION LOAN AGREEMENT, OR ANY OF THE RELATED DOCUMENTS
REFERRED TO THEREIN. SHALL ALSC BE AN. EVENT OF DEFAULT UNDER THIS DEED OF TRUST. THIS DEED OF
TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as "ot‘her\nii"is_e' provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shall strictly and in a timely manner perform all of
Grantor's cbligations 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 Uniferm Commerciat Code, as those sections have been adopted by the State of Washington.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor's possession and use of the
Property shall be governed by the fallowing provisions: ;

Possession and Use. Until the occurrence of an Event: of Defauit Grantor may (1) remain in possession and
control of the Property; (2) use, aperate or manage the Property; and {(3) collect the Rents from the Property
{this privilega is a license from Lender to Grantar automatically revoked upon defaultt. The following provisions
relate to the use of the Property or 1o other limitations on-the: Property The Real Praperty is not used principally
far agricultural purposes. Ea

Duty to Maintain, Grantor shall maintain the Property in good condmon and promptly perform all repairs,
replacaments, and maintenance necessary to preserve its vaius’ ° &

Compliance With Environmental Laws. Grantor represents and warrants to Lender that: (1} During the period of
Grantor's ownership of the Property, there has been no use, generation,, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person’on, under about or from the Property;
{2) Grantar has no knowledge of, or reason to believe that there has been; except.as previously disclosed to and
acknowledged by Lender in writing, {a] any breach ar violation of ‘any Environmental Laws, (b} any use,
generation, manufacture, storage, treatment, disposal, release or threatened release ‘of any Hazardous Substance
on, under, about or from the Property by any prior owners or occupanis of the F’roperty, or (¢ any actual or
threatened litigation or claims of any kind by any person relating to such*matters; and .{3) Except as previously
disclosed to and acknowledged by Lender in writing, (8) neither Grantor nor any tenant, contractar, agent or ather
authorized user of the Property shall use, generate, manufacture, stare, treat, dsspnse of or rglease any Hazardous
Substance an, under, about or from the Property; and (b} any such activity shall be conducted in compliance with
all applicable federal, state, and local iaws, regulations and ordinances,” including ) without limitation afl
Environmental Laws. Grantor authorizes Lender and its agents to enter upon™“the [Property’to make such
inspections and tests, at Grantor's expense, as Lender may deem appropriate td-determire dompliance of the
Property with this section of the Dead of Trust, Any inspections or tests made by Lender shall be for Lender's
purposes only and shall not be construed to create any responsibility or liability on the part of Lender to Grantor or
te any other person. The representations and warranties contained herein are based on. Grantmr 's-due. diligence in
investigating the Property for Hazardous Substances. Grantor hereby (1) releases and waives any futdre claims
against Lender for indemnity or contribution in the event Grantor becomes liable for cleanup of other ‘costs_under
any such laws; and (2} agrees to indemnify and hold harmless Lender against any and all claims, losses; Ilabllltles,
damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer resulting from.a’breach
of this section of the Deed of Trust or as a consequence of any use, generation, manufacture, sterage,.disposal,
release or threatened release accurring prior to Grantor's ownership ar interest in the Praperty, whettier:gr.not:the
same was or should have been known to Grantor. The provisions of this section of the Deed of Trust,’ ingluding,,
the obligation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and feconvayance
of the lien of this Deed of Trust and shall not be affected by Lender's acquisition of any interest in the Propart
whether by foreclosure or otherwisa. .

Nuisance, Waste. Grantor shall not cause, conduct ar permit any nuisance nor commit, permit, or suffer any &
stripping of or waste on or to the Property or any portion of the Property. Without limiting the generahty of the
foregeing, Grantor will not remove, or grant to any other party the right to remaove, any timber, minerals lmcludrng T
ail and gas), coal, clay, scoria, scil, gravel or rock products without Lender's prior written cansent,

Removal of Improvements, Grantor shall not demolish or remove any improvements from the Real Propérty
without Lender's prior written congent. As a condition to the removal of any Improvements, Lender may require
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‘Grantor to ‘make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
s equal value :

:Lendar 5 nght to. Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
reasérisble’ timés to0 attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
comp’uanca withithe terms and conditions of this Deed of Trust.

Compllanca wrth Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
comphance 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 governmental authorities applicable to the use or occupancy of the Property. Grantor may contest
in good faith any“such law, ordinance, or regulation and withhold compliance during any proceeding, including
appropriate appeals; 59 long as Grantor has notified Lender in writing prior to doing so and so long as, in Lender's
sole opinion, Lender's interests in the Property are not jeopardized. Lender may require Grantor to post adequate
security or a sdrety bond, reasanab!y satisfactory to Lender, to protect Lender’s interest.

Duty 1o Protact. Grantor-ag_rees neither to abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to thase acts set-fgrth above in this section, which from the character and use of the Property are
reasonably necessary to protect and preserve the Praperty,

Construction Loan. If same of all of the proceeds of the loan creating the Indebtedness are to be used to construct
or complete construction of:any Improvements on the Property, the Improvements shall be completed no later than
the maturity date of the Note (or such warlier date as Lender may reasonably establish) and Grantor shall pay in full
all 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 over all possible ligns mcludmg those of material suppliers and workmen. Lender may require, among
ather things, that disbursement teguists be supported by receipted bills, expense affidavits, waivers of liens,
construction progress reparts, and such gthef documentation as Lender may reasonably request.

5. Transfer of the Property or a- Baneﬂclai Interest in Grantor. |f all or any part of the Property or any interest
in it is sold or transferred {or if a benefigial intdrest in Grantor is sold or transferred and Grantor is not a natural
person) without Lender's prior written consent; Lendgr may, at its option, require immediate payment in full of all
sums secured by this Security Instrument. However, . this option shall not be exercised by Lender if exercise is
prohibited by federal law as of the date of this Secunty Instrument,

I Lender exercises this option, Lerider shail give Grantor notice of acceleration. The notice shall provide a
period of not less than 3Q days from the ‘date thé notice is delivered or mailed within which Grantor must pay all
sums secured by this Security Instrument. If Grantor fails to pay these sums prior to the expiration of this period,
Lender may invoke any remedies permitted by this Security Instrument without further notice or demand on
Grantor. :

TAXES AND LIENS. The following praovisions relatlng to the taxes aﬂd liens on the Property are part of this Deed of
Trust:

Payment. Grantor shall pay when due (and in all events ori,o"r to dégliriouency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions levied: against or on account of the Property, and shalf
pay when due all claims for wark dene an or for services.rendered or material 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 taxes and assessments not due-angd: Except as otherwise provided in this Deed of
Trust.

Right to Contest. Grantor may withhold payment of any tax, as_jée{ésment, 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 fited as a result of nenpayment, Grantor shall within fifteen [15) days after the lian arises or, if a lien is filed,
within fifteen (15) days after Grantor has notice of the filing, securé the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety boitd-of ather security satisfactory to Lender in an
amgount sufficient to discharge the lien plus any costs and attorneys' fees; or‘othercharges that could accrue as a
result of a foreclosure or sale under the lien. In any contest, Grantor shall defend: itseif and Lender and shall
satisfy any adverse judgment befors enforcement against the Property. Grantor shall name Lender as an additional
abligee under any surety bond furnished in the contest proceedings. .

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfa‘etory' evidence"of payment of the taxes
or assessments and shall authorize the appropriate governmental official to dehver to, Lender at any time a written
statement of the taxes and assessments against the Property. : P

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any_ work is commenced any
services are furnished, or any materials are supplied to the Property, if any mechamc s-Aien;” maj tiglmen's lien, or
other lien could be asserted on account of the work, services, or materials. Grantor will upeh request of Lender
furnish to Lender advance assurances satisfactory to Lender that Granter can and w:ll pav the cost of such
improvements.

PROPERTY DAMAGE NSURANCE. The following provislons relating to insuring the Propertv are 4 part of thls Deed of
Trust, ;

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance W‘Ith standard extended
coverage endorsements on a replacement basis for the full insurable value covering all Improvements @n the: ‘Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender, together with such other hazard and liability insurance as Lender ray reasondbly.require.
Policies shall be writien in form, amounts, coverages and pasis reasonably acceptable to Lender.and issuad by a
company or companies reasonably acceptable to Lender. Grantor, upon reguest of Lender, will deliver to, Lender"*-_
from time to tims the policies or certificates of insurance in form satisfactory to Lender, incfuding stlpulatmns that
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 nmpaﬁ'e
in any way by any act, omission or default of Grantor or any other person. Should the Real Property be tocated’in E
an area designated by the Director of the Federal Emergency Management Agency as a special flood hazard area, ~ -
Grantor agrees to obtain and maintain Federal Flood Insurance, if available, within 45 days after notice is given by

Lender that the Property is located in a special flood hazard area, for the full unpaid principal balance of the'loan”
and any prior liens on the property securing the loan, up to the maximum policy limits set under the National Flgad

Insurance Program, of 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 Property. Lendet may - '
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make proof of loss if Grantor fails to do so within fifteen {15} days of the casualty. Whether or not Lender's
sseturity is impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and apply
ithe proceeds:to the reduction of the Indebtedness, payment of any lisn affecting the Property, or the restoration
‘and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory to Lender, Lender shall, upon
satisfactory proof of such expenditure, pay ar reimburse Grantar fram the proceeds for the reasonable cost of
repair or restorationif Grantor is not in default under this Deed of Trust. Any proceeds which have not been
dishursed within 180 days after their raceipt and which Lender has not committed to the repair or restoration of
the Property shall be ‘used first to pay any amount owing to Lender under this Deed of Trust, then to pay accrued
interest, and the:femainder, 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 mterests may appeaf

LENDER'S EXPENDITURES if Grantor fails (A) to keep the Property free of all taxes, liens, security interests,
encumbrances, and:ather CIarms, 4B)_ to provide any required insurance on the Property, or {C} toc make repairs 1o the
Property then Lender may do so. .If any action or proceeding is commenced that would materially affect Lender's
interests in the Property, then Lender on Grantor's behalf may, but is not required to, take any action that Lender
believes to be appropriate to protect'Leénder's interests. All expenses incurred or paid by Lender for such purposes will
then bear interest at the fate-tharged-undér the Note from the date incurred or paid by Lender to the date ot repayment
by Grantor. All such expehses will'become:a part of the Indebtadness and, at [ender's option, will (A} be payable on
demand; (B} be added to the balance of the Note and be apportioned among and be payable with any instaliment
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 & balloon paymént which will be due and payable at the Note's maturity. The Deed of
Trust also will secure payment of these amounts. The rights provided for in this paragraph shall be in addition to any
other rights or any remedies to which Lendef may be entitled on account of any default. Any such action by Lender
shall not be construed as curing the default 80 as to bar Lender from any remedy that it otherwise would have had.

WARRANTY: DEFENSE OF TITLE. The followmg provrsrons relating to ownership of the Property are a part of this Deed
of Trust:

Title. Grantor warrants that: {(a) Grantor holds good and marketable title of record fo the Froperty in fee simple,
free and clear of all liens and encumbrances -other thian those set forth in the Real Property description or in any
title insurance policy, title report, or fimal titfle opirion-issued in favor of, and accepted by, Lender in connection
with this Deed of Trust, and (bl Grantor- has the fui'l right, power, and autherity 1o execute and deliver this Deed of
Trust to Lender.

Dafansa of Title. Subject to the exception'in the paragraph above, Grantor warrants and will forever defend the
title to the Property against the fawful claims:of:afl parsans, In the event any action or proceeding is commenced
that questions Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at Grantor's expense, Grantar may be the‘nominal party in such proceeding, but Lender shall be entitled to
participate in the proceeding and to be represented in the proceedmg by counsel ot Lender's own choice, and
Grantor will deliver, or cause to be delivered, to Lender suc 1 mstruments as Lendesr may request from tima to time
ta permit such participation. i :

Compliance With Laws. Grantor warrants that the Pmperty and Grantor s use of the Property complies with all
existing applicable laws, ordinances, and regulaticns of governmental authorltles

Survival of Promises. All promises, agreements, and statemants GranIor has made in this Deed of Trust shall
survive the execution and delivery of this Deed of Trust, shall be’ contlnumg m nature and shall remain in full force
and effect until such time as Grantor's Indebtedness is paid in fuil :

CONDEMNATION. The following provisions relating to condemnatmn procaedmgs are a part of this Deed of Trust;

Proceadings, |If any proceeding in condsmnatien is filed, Grantor shilt promptw natify Lender in writing, and
Grantor shall promptly take such steps as may be necessary to defend: the. sction and obtain the award. Grantor
may be the nominal party in such proceeding, but Lender shall be entitled to partlclpate in the proceeding and to be
represented in the proceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender such instruments and documentation as; may be requested by Lender from time to
time to permit such participation.

Application of Net Proceeds. If all or any part of the Property is condemned by emmant domaln proceedings or by
any proceeding or purchase in lieu of condemnation, Lender may at its electior require Ihat all or any portion of the
net proceeds of the award be applied to the Indebtedness or the repair or restc‘)‘ratii'jn of the Property. The net
proceeds of the award shall mean the award after payment of all reasonable costs expenses and attorneys’ feas
incurred by Trustee or Lender in cannection with tha condemnation. ‘-

IMPOERITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHCRITIES. The folluwmg prowsmns relating
ta governmental taxes, fees and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute sucp"dgcgrhehts in_addition to
this Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender's lien on
the Real Property Grantor shall reimburse Lender for all taxes, as described below, together with-all -expenses
incurred in recording, perfecting or continuing this Deed of Trust, including without |ll”l‘lltﬂt10ﬂ aH 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 appliss: (1) a specific fax-upomp th|s type of
Deed of Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; (2) a- specific tax on
Grantor which Grantor is authorized or reguired to deduct from payments on the Indebtedness secured by thIS type
of Deed of Trust; (3) a tax on this type of Deed of Trust chargeable against the Lender or the holder of the: Note;._
and (4} a specific tax on all or any portion of the Indebtedness or on payments of principal and |nterest made, by
Grantor. :

Subseguant Taxes. !f any tax to which this section applies is enacted subsequent to the date of thls Deed &
Trust, this event shall have the same effect as an Event of Default, and Lender may exercise any of. all'of its .
available remedies for an Event of Default as provided below unless Grantor either (1) pays the tax before it~
becomes delinquent, or {2) contests the tax as provided above in the Taxes and Liens section and deposnts wn:h

Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender. i

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a
security agreement are a part of this Deed of Trust:
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:,S“e_e'u:ity Ag_reament. This instrument shail constitute a Security Agreement to the extent any of the Property
‘constitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
'as amended from tlme to time.

Secumy Interest Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect
and” contlnue Lepder’s security interest in the Personal Property. In addition to recording this Deed of Trust in the
real property records Lender may, at any time and without further authorization from Grantor, file executed
counterparts, coples or reproductions of this Deed of Trust as a financing statement. Grantor shall reimburse
Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor shall not
remove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble any
Personal Property nibt affixed to the Property in a manner and at a place reasonably convenient to Grantor and
Lender and make’it av_aﬂabfe to Lender within three (3) days after receipt of written demand from Lender to the
extent permitted by applicabie’law,

Addresses. The ma'i]in'_q addrésses of Grantor (debtor) and Lender (secured party) from which information
concerning the secwrity 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 ASSURANCESy ATTOHNEY IN FACT. The following provisions relating to further assurances and
attorney-in-fact are a part of thls Deed of* Trust

Further Assurances. At any ‘time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designee, and when requasted by
Lender, cause to be filed, recorded reflled or rergcorded, as the case may be, at such times and in such offices
and places as Lender may deem approprlate any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, ..Continuation statements, instruments of further assurance, certificates, and
other documents as may, in the scle _opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve i1) Grantor obllgetmns under the Note, this Deed of Trust, and the Related
Documents, and (2} the liens and. securlty iriterests created by this Deed of Trust as first and prior liens an the
Property, whether now owned or hereafter acqunred by Grantor. Unless prohibited by law or Lender agrees to the
contrary in writing, Grantor shall relmburse Lender for all costs and expenses incurred in connecticn with the
matters referred to in this paragraph. :

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

FULL PERFORMANCE. If Grantor pays all the Indebte"dness when:due, terminates the line of credit, and ctherwise
performs alt the obligations imposed upon Grantor under this Deed of .Trust, Lender shall execute and deliver to Trustee
a request for fult reconveyance and shall execute and deliver tp- Granmr suitable statements of termination of any
financing statement on file evidencing Lender's security -interest in’ the Rents and the Persenal Property. Any
recanveyance 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 theé recitals in the reconveyance of any matters ar
tacts shall be canclusive proof of the truthfulness of any such’ mattets o.r facts.,

EVENTS OF DEFAULT. At Lender's option, Grantor will be in default under thls Deed of Trust if any of the following
happen:

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

Break Other Promises. Grantor breaks any promise made to Lender or. fe|ls to psrform pramgtly at the time and
strictly in the manner provided in this Deed of Trust or in any agreement re;ated to-this Deed of Trust.

Compliance Default. Failure to comply with any other term, obllgatlon, covenant or r;ondmon contained in this
Deed of Trusi, the Note or in any of the Related Documents. T -

Default on Other Payments. Failure of Grantor within the time required by thls Deed- of Trust to make any payment
for taxes or insurance, or any pther payment necessary to prevent filing of_or to effect’ dlecharge of any lien.

False Statements. Any reprasentation or statement made or furnished to Lender by Grentdr or on Grantor's behalf
under this Deed of Trust or the Related Documents is false or misleading in any matenal respect gither now or at
the time made or furnished. P

Defective Collataralization. This Deed of Trust or any of the Related Documents .ceases to: be in full force and
affect (including faifure of any collateral document 10 create a valid and per‘iected securlty mterest or lien) at any
time and for any reason. . .

Deaath or Inselvency. The death of any Grantor, the insolvency of Grantor, the appomtment of ‘a recewer far any
part of Grantor's property, any assignment for the benefit of creditors, any type ofs credltﬂr workout or the
commencement of any proceeding under any bankruptcy or insolvency laws by or against. Grantor

Taking of the Property. Any creditor or governmental agency tries to take any of the Property of any other of
Grantor's property in which Lender has a lien. This includes taking of, garnishing of o fevymg ‘on Grantor's
accounts with Lender. However, if Grantor disputes in good faith whether the claim on whigh the taking-of:the
Property is based is valid or reasonable, and if Grantor gives Lender written nofice of the tlaim and furnishes
Lender with maonies or a surety bond satisfactory to Lender to satisfy the claim, then this defauht provlsnon W|Il not
apply. BT _
Breach of Other Agreement. Any breach by Grantor under the terms of any othar agreement between Grantor and =
Lender that is not remedied within any grace period provided therein, including without limitation any agreement-- i
concerning any indebtedness gr 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. _.s;u"ret#,:' E
ar accommodation party of any of the Indebtedness or any guarantor, endorser, surety, or accommodatidn party -
dies or becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of ithe™ .
Indebtedness. In the event of a death, Lender, at its aption, may, but shall not be required to, permit’ thes"
guarantor's estate to assume unconditionally the abligations arising under the guaranty in a manner satisfactory to
Lender, and, in doing so, cure any Event of Default.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any time thereafter,
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Trustee o Landermay exercise any one or mare of the following rights and remedies:

! Election of Remedies. All of Lender's rights and remedies will be cumulative and may be exercised alone or

=togaether. ~An election by Lender ta choose any one remedy will not bar Lender from using any other remedy. If
‘Lender decides 10 spend money or to perform any of Grantor's obligations under this Deed of Trust, after Grantor's
failure to-do so, that decision by Lender will not affect Lender’s right to declare Grantor in default and to exercise
Lendst"s ramedles

Accelar;ate.&.lndebtednéss. Lender shall have the right at its option to declare the entire Indebtedness immediately
dug and p"évable '.inc!i.;-ding any prepayment penalty which Grantor would be required to pay.

Foraclosura. With respect to all or any part of the Real Property, the Trustee shall have the right to exercise its
power of sale apd to fereciose by notice and sale, and Lender shall have the right to foreclose by judicial
foreclosure, in either case-in‘accordance with and to the full extent provided by applicable law.

ucc Ramediég, * With "'rgsr;é'{_:t:to all or any part of the Personal Property, Lender shall have all the rights and
remedias of a secured ‘party. dnder the Uniform Cormmercial Code.

Collect Rents. Lender shall'have the right, without notice to Grantor to take possession of and manage the
Property and collect the Rents; Tveluding amounts past due and unpaid, and apply the net proceeds, over and
above Lender's costs, against the.|ndebtedness. In furtherance of this right, Lender may require any tenant or
other user of the Praperty‘to-make payments of rent or usa fees directly to Lender. If the Rents are collected by
Lender, then Grantor irrevocably designates Lender as Grantar's atterney-in-fact to endorse instruments received in
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants
or other users to Lender in tesponse to I'shder's demand shall satisfy the abligations for which the payments are
made, whether or not any prdp’ér grounds for the demand existed. Lender may exercise its rights under this
subparagraph either in person, by agent ‘or through a receiver.

Appoint Receiver. lLender shali have the right-to_have a receiver appointed to take possession of all or any part of
the Property, with the pawer toprotect-and :Qreserve the Property, to operate the Property preceding or pending
foreclosure or sale, and to collect theé Rents from the Property and apply the proceeds, over and above the cost of
the receivership, against the Indebtedhess. - The receiver may serve without bond if permitted by law. Lender's
right to the eppointment of a receiver shall exist whether or not the apparent value of the Property exceeds tha
Indebtedness by a substantiai amount, Employment by Lender shail not disqualify a person from serving as a
racetver. Ey

Tenancy at Sufferance. If Grantor remalns in po'ssession of the Property after the Property is sold as provided
above or Lender otherwise becomes entltled 1o possession of the Property upon default of Grantor, Grantor shall
become a tenant at sufferance of Lender or ‘the. purchaser of the Property and shali, at Lender’s option, either {1j
pay a reasonable rental for the use of the Property, or {2) vacate the Property immediately upon the demand of
Lender. E ;

Other Remadies. Trustee or Lender shall have any other nght or. remedy provided in this Deed of Trust or the Note
ar by law. S L

Notice of Sale. Lender shall give Grantor reasonable r'{oti_ce of the;'tirr'fle and place of any public sale of the Personal
Property or of the time after which any private sale or-octher intanded disposition of the Personal Property is to be
made. Reasonable notice shall mean notice given at ledst ten-{10Q) days before the time of the sale or disposition.
Any sale of the Personal Property may be made in conjunctign with.any sale of the Real Property.

Sale of the Property. To the extent permitted by applicable law; Grdntor hergby waives any and alt 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 Praperty togsther or separately, in one sale or by saparate sales Lender shall be entitled to bid at any
public sale on alt or any portion of the Property.

Attorneys' Fees; Expenses. |f Lender institutes any suit or acti’nn to en’forcé ‘#hy of the terms of this Deed of
Trust, Lender shall be entitled to recover such sum as the court may ad;udge reasorigble as attorneys' fees at trial
and upon any appeal. Whether or not any caurt action is invalved, 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 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 attorrieys' fees and Lender's legal
expenses, whether or not there is a lawsuit, including attarneys' fees and &éXpenses for bankruptcy proceedings
tinciuding efforts to modify or vacate any automatic stay or injunction}, appeals, and,anv anticipated post-judgment
collection services, the cost of searching records, obtaining title reports (includifg; ‘fareclosure reports), surveyors'
reports, and appraisal fees, title insurance, and fees for the Trustes, to the extent permltted by applicable law.
Grantor also will pay any court costs, in addition to all other sums provided by Iaw ’ .

Rights of Trustes. Trustee shall have all of the rights and duties of Lendsr as set forth in thls sactmn

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powaers and nbllgatlons of Trustee
{pursuant to Lender's instructions} are part of this Deed of Trust:

Powers of Trustes. 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 1o the Property upon the written request of Lender ‘and Grantor: (af-join in
preparing and filing @ map or plat of the Real Property, including the dedication of streets or othér rights to the
public; (b} join in granting any easement or creating any restriction on the Real Property;-and (¢} jqih'i-n‘gny
subordination or ather agreement affecting 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 of a pending sa1e under anv other‘__
trust deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be'a party, unless
required by applicable law, or unless the action or preceeding is brought by Trustee,

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law. In addition to the': r_igrh-ts;
and remedies set forth above, with respect to all or any part of the Property, the Trustee shall have thé right ‘to
fareclose by notice and sale, and Lender will have the right to foreclose by judicial foreclosure, in aither case m,"
accordance with and to the full extent provided by applicable law. :

Successor Trustea. Lender, at Lender's option, may from time to time appoint a successor Trustee to any Trl_;tstge'"”
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 mstrument shall contam, in addition to all
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othér mattersirequired by state law, the namas of the griginal Lender, Trustee, 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
trustee, and the instrument shall be executed and acknowledged by Lender or its successors in interest. The
sccessor trUsted, without conveyance of the Property, shall succeed to all the title, power, and duties confarred
upen_ the.Trustes. in this Deed of Trust and by applicable law. This procedure for substitution of Trustee shall
govern to the exclisian of all other provisions for substitution.

NOTICES. Stbject-to apbfieable law, and except for netice required or allowed by law ta be given in another manner,
any notice required to.be’ gwen under this Deed of Trust, including without limitation any notice of default and any
notice of sale shall be given in writing, and shall be effective when actually delivered, when actually received by
telefacsimile (unless othérwise required by law), when deposited with a nationally recognized avernight courier, or, if
mailed, when deposited i in the Umted States mail, as first class, certified or registered mail postage prepaid, directed to
the addresses shown near the begmnmg of this Deed of Trust, All copies of notices of foreclosure from the hoider of
any lien which has ‘priority’ over this:Deed of Trust shall be sent to Lender's address, as shown near the begmnmg of
this Deed of Trust. Any person say change his or her address for notices under this Deed of Trust by giving formal
written notice to the other pefsop’or persons, specifying that the purpose of the notice is 1o change the person's
address. For notice purposes,-Grantor. agrees to keep Lender informed at all times of Grantor's current address.
Subject to applicable law . and’ except for notice required or allowed by law to be given in another manner, if there Is
more than one Grantor, any notice .given byiLender to any Grantor is deemed to be notice given to all Grantors, It will
be Grantor's responsibility to tell the others of the notice from Lender.

MISCELLANECUS PROVISIONS The followmg rmsce!laneoue provisions are a part of this Deed of Trust:

Amendments. What is wntten ir: this Deed ‘of Trust and in the Related Documents is Grantor's entire agreement
with Lender concerning the miatters covered by this Deed of Trust. To be effective, any change or amendment to
this Deed of Trust must be in wntmg and must be signed by whoever will be bound or abligated by the change or
amendment. : T

Caption Headings. Caption headmgs in thls Deed of Trust are for convenience purposes only and are not to be
used to interpret or define the provisions. of thJS Deed of Trust.

Mergar. There shall be no merger of the mtereet or estate created by this Deed of Trust with any other interest or
estate in the Property at any time heid by or for the beneht of Lender in any capacity, without the written consent
of Lender. £ !

Governing Law. This Deed of Trust will be'_.gov_s-r"hsd 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 accepted by Lender'in the State of Washington.

Choice of Venue. If there is a lawsuit, Grantor: egrees upon Lender s fequest to submit to the jurisdiction of the
caurts of SKAGIT County, State of Washington. *” )

No Waiver by Lender. Grantor understands Lender will not' g_i_v-'e u'p_ apy of Lender's rights under this Deed of Frust
unless Lender does so in writing. The fact that Lender delays or:omits to exercise any right will not mean that
tender has given up that right. |If Lender does agree-jn-writing to give up one of Lender's rights, that does not
mean Grantor will not have to comply with the other prowsmns of this Deed of Trust. Grantor alse understands
that if Lender does consent to a reqguest, that does not mean that’ Grantgr will not have 1o get Lender's consent
again if the situation happens again. Grantor further understands-that just because Lender censents to one or

mare of Grantor's requests, that does not mean Lender will bes teguired-tc. consent to any of Grantor's future
requests. Grantor waives presentment, demand for payment, protest, and notice of dishonar.

Severability. |f a court finds that any provision of this Deed of:Trust is npt valid or should not be enforced, that
fact by itself will not mean that the rest of this Deed of Trust will rigt be valid or enfarced. Therefore, a court will
enfarce the rest of the provisions of this Deed of Trust even if a pro\nelon of thjs Deed of Trust may be found to be
invalid or unenfarceable. .

Succassors and Assigns. Subject to any limitations stated in this Deed Qf Trust on’ transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure to the bensfit of the parties, their Buccessars and assigns. If
ownership of the Property becomes vested in a person ather than Grantor, Lender, W|thout notice to Grantar, may
deal with Grantor's successors with reference to this Deed of Trust and the lndebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust.or Imbn!ltv under the Indebtedness.

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

Waiver of Homestead Exemption. Grantor hereby releases and waives ali nghts and beneﬂts of the homestead
exemption laws of the State of Washington as to all indebtedness secured by this Deed ot Trust

SERVICING NOTICE. Grantor is hereby notified that the servicing for the loan is" subject 1o sale, transfer, or
assignment. If and when the servicing is sold, transferred or assigned, the purchasing ser\ncmg agent is required to
provide notification to Grantor. ; ;

DEFINITIONS. The following wards shall have the fallowing meanings when used in this Deed m‘ Trust

Baneficiary. The word "Beneficiary" means BUSINESS BANK OF SKAGIT COUNTY, and sts successors and
assigns.

Borrowar. The word "Borrower" means DONALD B MCKAY and includes all co-signers and co- makers sugnmg the
Note and all their successors and assigns.

Deed of Trust. The woards "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and‘-"Trustee, arrd _
includes without limitation all assignment and security interest provisions relating to the Personal Propefty and'"'
Rents. _.

Envircnmental Laws. The words "Environmental Laws” mean any and all state, federal and local'etat'utesf,' ;
regulations and cordinances retating to the protection of human health or the environment, including “without
fimitation the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42/ -
t1.S.C. Section 9601, et seqg. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub,{i_‘;_.&." &
No. 99-499 ("SARA"}, the Hazardous Materials Transportation Act, 49 U.5.C. Section 1801, et seq., the Resource .+
Ceonservation and Recovery Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rdles:”

or regulations adepted pursuant thereto.

Event of Default. The wards "Event of Default” mean any of the ¢ torRis Deand af Trast in
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the svents.of default section of this Deed of Trust.
Grantor. T_ﬁe;;word "Granter” means DONALD B MCKAY.

iGﬁuarantv{' The word "Guaranty” means the guaranty from guarantor, endorser, surety, or accommodation party to
Lender, mcludmg without limitation a guaranty of all or part of the Note.

Hazardous 5ubstanr:as The words "Hazardous Substances” mean materials that, because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potential hazard
to human hedlth-or thé environment when improperly used, treated, stared, disposed of, generated, manufactured,
transported or ‘otherwisé. handled. The words "Hazardous Substances” are used in their very broadest sense and
include without limjtation-any and all hazardous or toxic substances, materials or waste as defined by or listed
under the Enviranmental'Laws, The term "Hazardous Substances” also includes, without limitation, petroleum and
petroleum by- products or anv fraction thereof and asbestos,

Improvemants “The word "lmprovements means all existing and future improvements, buildings, structures,
mobile hames affixed on the Real Property, facilities, additions, replacements and other construction on the Real
Property. A

Indebtedness. The word "1ndebtedﬂess" means all principal, interest, and other amounts, costs and expenses
payable under the Note or Helated Documents, together with all renewals of, extensions of, madifications of,
cansolidations of and substitutions for'the Note ar Related Documents and any amounts expended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's
obligations under this Deed of Trust'fta'gether with interest on such amounts as provided in thiz Deed of Trust.

Lender. The waord " Len&er mgans BUS[NESS BANK OF SKAGIT COUNTY, its successors and assigns. The
words "successors or assigris®.mean: anv person or company that acquires any interest in the Note,

. Nota. The word "Note" means the _Promissory. note dated July 28, 2008, in the original principal amount
of $200,000.00 from Grantor to Lendér, ‘together with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, and substltu*tlons for the promissory note or agreement.

Paersonal Property. The words "Perstmal Pfoperty" mean all equipment, fixtures, and other articles of personal
property now or hereafter awned by Grarnitor, and .now or hereafter attached or affixed to the Real Property;
together with all accessions, parts, and ‘additions.o, :all replacemems of, and all substitutions for, any of such
property; and together with all issues ard. .profits thereon and proceeds (including without limitation all insurance
proceads and retunds of premiums} from any sa!e or other disposition of the Property.

Property. The word "Property" means collectlvely the Real Property and the Personal Property.

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

Related Documents. The words "Related Do‘cuments rﬁean -all promissory notes, credit agreaments, foan
agreements, enviranmental agreemants, guaranties, securlty agreements, mortgages, deeds of trust, security
deeds, collateral mortgages, and alt other mstruments, agreements and documents, whether now or hereafter
existing, executed in connection with the Indebtedness.

Rents. The word "Rents" means all present and future rents, rwenues, income, issues, royalties, profits, and
other benefits derived from the Property.

Trustee. The word "Trustee” means CHICAGO TITLE COMPANY whose ‘mailing address is 425 COMMERCIAL
STREET, MOUNT VERNON, WA 98273 and any substitute or successor trustees

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF TH[S DEED OF TRUST. AND GRANTOR

AGREES TO ITS TERMS,

Gra;imon: | ;} /%1 R \/
DONALD B MCKAY + ) 5 RENEE 'M.CKAY

s, B Fotng ATT IR FACT

INDIVIDUAL ACKNOWLEDGMENT

\
STATE OF L\M )
) SS
COUNTY OF &Am— ]

On this day before me, thd, undsersigned Notary Public, personally eppeared DONALD B MCKAY Husband ﬂnd Wife,
parsonally known to me or pyoved to me on the basis of satisfactory evidence to be the individua! deseribed’i in.and*who
executed the Deed of Trust, #nd acknowledged that he or she signed the Deed of Trust as his or her free and Volumary
act and desd, for the uses and'purposes therein mentioned. .

Given under my hand and officiakseal this day of

By Residing at

Notary Public in and for the State of My commission expires

- g
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STATE OF WASHINGTON
COUNTY OF SKAGIT.

| certify that f know or have satlsfactory evidence that RENEE MCKAY to me known to be the individual described in,
and who executed the within‘instrument for self and also as the Attorney in Fact for DONALD B. MCKAY and
acknowledged to me-that she signed and sealed the same as her own free and voluntary act and deed for self, and
also as free and voluntary act-and deed as Attorney in Fact for DONALD B. MCKAY said in the capacity and for the
uses and purposes therem mentioned and that said principal is not deceased nor incompetent.

Dated: _’7 3\&' OL

Lo L/

Cassandra M. Mitchell :
Notary Public in and for the State of Washlngton
Residing at Mount Vemon =~

My appointment expires: March’ 10 2009

7
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REQUEST FOR FULL RECONVEYANCE

To: b ot G , Trustea

The uhi’iersigheq is the legal awner 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, 1o the persons entitled thereto, the
right, title and interest ndw:held by you under the Deed of Trust.

Dats: e L A Beneficiary:
' By:
Its:
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