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Reference # (if appllcable) Additional on page
Grantor(s): ’
1. D. Alexander K:ng Construotlon Inc,

Grantee(s)
1. Horizon Bank i
2. Westward Financial Serwces Coa'poratlon Trustee

Legal Description: Lots 1, 2, 9 and--M-- "PLAT OF EAGLE RIDGE"
Additional on page 2

Assessor's Tax Parcel iD#: 3834-01 3-010 0007 (F’60449) & 350123-3-003-0002 (P31753)

THIS DEED OF TRUST is dated January:18, 2007, among D. Alexander King Construction,
Inc.; @ Washington Corporation ("Grantor"); Horizon Bank, whose mailing address is Skagit
Commercial Center, 2211 Rimland Drive, Suite 230, Belhngham WA 98226 (referred to below
sometimes as "Lender" and sometimes as "Beneficlary ); and Westward Financial Services
Corporation, whose mailing address is 1500 Cornwall Avenue, Bellingham, WA 98225
(referred to below as "Trustee"). :
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CONVEYAN(:E AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of saie, right
.of entry-and possession and for the benefit of Lender ag Beneficiary, all of Grantor's right, title, and interest in and to the
followirig déscrihed real property, together with all existing or subsequently erected or affixed buildings, improverments and
fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights {including stock in wutilities
with ditch or |rr|gat|qn rights); and all other rights, royalties, and profits relating to the real propertly mcludm without limitation

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

of Washmgton'

Lot 1, 2,9 and 14, "PLAT OF EAGLE RIDGE", as per plat recorded January 11, 2007
under Audlter s Fl!e No. 200701110039, records of Skagit County, Washington.

Sltuate in Skaglt County, State of Washington

The Real Property or” |ts address is commonly known as 2116, 2108, 2107 & 2117
Pennsylvania Court; Anacortes, WA 98221. The Real Property tax identification number is
3834-013-010-0007 (P60449) & 350123-3-003-0002 (P31753).

Grantor hereby assigns as securlty 1o Lender, all of Grantor’s right, title, and interest in and to all lsases, Rents, and profits of
the Property. This assignmerit is-fecordéd-in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected arig chioate upon-thé recording of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which license may be revokad at Lender’s option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness:

THIS DEED OF TRUST, INCLUD!NG THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, IS-GIVEN- TG 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 PRCPERTY, IS AL$SO-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, CR ANY OF THE RELATED
DOCUMENTS REFERRED TO THEREIN;-SHALL-ALSO 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-‘bthen.vise“'pro‘videcf in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they becomg-due;"and shall strictly and in a timely manner perform all of Grantor's
obligations under the Note, this Dead of Trust, and the Reldted Documents.

CONSTRUCTION MORTGAGE. This Deed of Trust IS a "construction mortgage" for the purposes of Sections 9-334 and
2A-308 of the Uniform Commercial Code, as those sections have been adopted by the State of Washington,

POSSESSION AND MAINTENANCE OF THE PHOPERTY Grantor agress that Girantor's possession and use of the Property
shall be governed by the following provisions:

Possession and Use. Until the ocourrence of an Event of Default Gramor may (1) remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3) collect:the Rents from the Property (this privilege is a
license from Lender to Grantor automatically revoked upon‘default). The following provisions relate to the use of the
Property or to other limitations on the Property. The Real P’roperty i not'used principally for agricultural purposes,

Duty to Maintain. Grantor shall maintain the Property if- tananfable oondmon and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value. 2

Nuisance, Waste. Grantor shall not cause, conduct or permit any n.-_;xis_ance nor coinmit. permit, or suffer 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, mlnerals (lncludmg oil and gas), coal, clay,
scoria, soil, gravel or rock products without Lender's prior written oonsent '

Removal of Improvements. Grantor shall not demolish or remove any Improvemsnhs from the Real Property without
Lender's prior written consent. As a condition to the removal of any Improvements, Lendér may requiré Grantor to make
arrangements satisfactory to Lender to replace such Improvements with Improvements of at least agual value.

Lender's Right to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
raasonable times o attend to Lender’s interests and to inspect the Real Propeny for purposes of Grantor's compliance
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and’ shall promptly cause compliance
by all agents, tenants or other persans or entities of every nature whatsoever who rent, léase or othen¥ise use or occupy
the Property in any manner, with all laws, ordinances, and regulations, now or horeafter in effect,"of all governmental
authorities applicable to the use or occupancy of the Property, including without limitation, the-Ameficans With Disabilities
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compllance during any
proceeding, including appropriate appeals, so tong as Grantor has notified Lender in writing prier to- domg s0 and so
long as, in Lender’s sole opinion, Lender’s interasts in the Property are not jeopardized. Lender may reqmra Grantor to
post adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lender's Jmerest.

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do alt other acts, in
addition to those acts set forth above in this section, which from the character and use of the Property are re&sonably
necessary to protect and preserve the Property.

Construction Loan. If some or 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 nolatsr than the -
maturity date of the Note (or such earlier date as Lender may reasonably establish) and Grantor shall pay in full'ali-cosfs
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 liens, including those of material suppliers and workmen. Lender may require, among other things, that-® -
disbursement requests be supported by receipted bills, expense affidavits, waivers of liens, construction progress
reports, and such other docurmentation as Lender may reasonably requast. :

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, (A) declars immediately due and payable all
sums secured by this Deed of Trust or (B} increase the interest rate provided for in the Note or other dogument evndencang
the Indetednass and impose such othar conditions as Lender deems appropnata upon the sale or transter, without Lenders..

prior written consent, of all or any part of the Real Property, or any interast in the Real Property. A "sale or transfer” means the
conveyance of Real Property or any right, title or interest in the Real Property; whether legal, beneficial or equitabie; whether
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voluntary of involuntary; whether by outright sale, deed, installment sale contract, land contract, contract for deed, leasehold
interést-with a term greater than three (3) years, lease-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
“Redl Property.. If:any Grantor is a corporation, partinership or limited liability company, transfer also includes any change in
gwnership of more than twenty-five percent (25%) of the voting stock, partnership interests or limited liability company
interests, as the case may be, of such Grantor. However, this option shall not be exercised by Lender If such exercise is
prohrblted by federai law or by Washington law.

TAXES AND: LIENS. -The following provisions relating to the taxes and liens on the Property are part of this Deed of Trust:

Payment Grantar shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (indluding water and sewer), fines and impositions levied against or on account of the Property, and shall pay
when dus al claims for work done on of for sefvices rendersd of material furnished to the Property. Grantor shall
maintain. the Propéerty free of all liens having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lisrof taxes and assessments not due and except as otherwise provided in this Deed of Trust.

Right to Contest.- Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the-tbligation ta pay, so long as Lender’'s interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpaymem Grantor shall within fifteen {15) days after the lien arises or, if a lien is filed, within fittean
(15) days after Grantor has noticé.of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient.corporate sursty bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attomeys’ faes, or other charges that could accrue as a resuit of a foreclosure or
sale under the lien. In any contest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property Gramor shall name Lender as an additional obligee under any surety bond turnished

in the contest proceedings. ~

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

Notice of Construction. Graritor shall notn‘y Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are supplled 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 sat:sfactory o Lander that Grantor can and will pay the cost of such improvements,

PROPERTY DAMAGE INSURANCE. The foltowmg prowsmns re‘-atmg to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a replacement. basis for_the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee clause in
favor of Lender. Grantor shall also procure and-maintain comprehensive general liability insurance In such coverage
amounts as Lender may request with Trustee and Lender being named as additional Insureds In such liabllity insurance
policies,  Additionally, Grantor shall maintain such, other insurance, including but not limited to hazard, business
interruption, and bolier insurance, as Lender may, reasonably rediire. Policies shall be written in form, amounts,

coverages and basis reasonably acceptable to Lender and issued by.a‘company or companigs reasonably acceptabie to
Lander, Grantor, upon request of Lender, will deliver to Lender frofh time to time the policies or ceriificates of insurance
in form satisfactory to Lender, including stipulations that coverages will not be cancelled or diminished without at least
ten {10) days prior written nolice to Lender. Each insurance policy also shall include an endorsement providing that
coverage in favor of Lender will not be impaired in any way.by any act, omission or default of Grantor or any other
person.  Should the Real Property be located in an area designated .by.the Director of the Federa! Emergency
Management Agency as a speciat flood hazard area, Grantor agrees to-tbtain 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 Flood Insurance Program, or as otherwuse reqmrad by Lender, and to maintain such
insurance for the tarm of the loan.

Application of Proceeds. Grantor shall promptly notify Lender oﬁ any '.oss or damage o the Properly. 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 procesds of.any-insurance and apply the proceeds to

the reduction of the Indebtedness, payment of any lien affecting the Property, or the ‘restoration and repair of the

Property. If Lender elects to apply the proceeds to restoration and repair, Grantar shall repair or replace the damaged or

destroyed Improvements in a manner satisfactory to Lender, Lender shall, upon satisfactory prootf of such expendlture

pay or reimburse Grantor from the proceeds for the reasonable cost of repairor féstoration’ if Grantor is not in defautt
under this Deed of Trust. Any proceeds which have not been disbursed within “180-days after their receipt and which

Lender has not committed to the repair or 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 remainder, if any, shall be applied to the principal

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

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

Grantor’s Report on Insurance. Upon request of Lendsr, however not more than once a- year Grantor shall furnish to
Lender a raport on each existing policy of insurance showing: (1) the name of the insurer; (2)-the risks insured; (3)
the amount of the policy; {4) the 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 Lender have an
independent appraiser satisfactory to Lender determine the cash value replacement cost of the Property

LENDER'S EXPENDITURES. If any action or proceedmg is commenced that would materially affect Lenders |nterest in the
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, |nclud|ng but hot
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 behatf tray {(but shall not be obligated to) take any action tHat Lender”,
deems appropriate, including but not limited to discharging or paylng all taxes, liens, secunty interests, encumbrances. and”
other claims, at any time levied or placed on the Properly and paying all costs for insuring, maintaining and preserving'the
Property, All such expenditures incurred or paid by Lender for such purposes will then bear interest at the rate_charged”
under the Note from the date incurred or paid by Lender to the date of repayrnent by Grantor, All such expenses will becamig ..

a part of the Indebtedness and, at Lender's option, will {A) be payable on demand; (B) be added to the balande of'the™ -~ :
Note and be apportioned among and be payable with any installment payments to become due during either {1) the termof ;
any applicable insurance policy; or (2} the remaining term of the Note; or (C) be treated as a balloon payment which willbg .~ -~ -
due and payable at the Note’s maturity. The Deed of Trust aiso will secure payment of these amounts. Such right shall be i
addition to all other rights and remedies to which Lender may be entitlied upon Default.

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Proparty are a part of this Deed 0{.

Trust:
007

.
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Tifle.” 'Grantor warrants that: (2) Grantor holds good and marketabie title of record to the Property in fee simple, free
¢ Z-and clear of all lisns and encumbrances other than those set forth in the Real Property description or in any title
insurance-policy, title report, or final title opinion issued in favor of, and accepted by, Lender in connection with this Dead
< of Trust-and:. (D) Grantor has the full ight, power, and authority 1o 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 deferd the title to
;the Property against the lawful claims of all persons. In the svent any action or proceeding is commenced that questions
‘Girantor's title:or the interest of Trustes or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
éxpense: Grantoi may be the nominal party in such proceeding, but Lender shall be entitled to participate in the
progeeding’ and to be represented in the proceeding by counsel of Lenders own choice, and Grantor will deliver, or
cause to be. delwered 1o Lender such instruments as Lender may request from time to time to permit such participation.

Compllanc_e ‘With Lim_(s. Grantor warrants that the Property and Grantor's use of the Property complies with all existing
applicable laws,-ordinanhces, and regulations of governmental authorities.

Survival of Representations and Warranties. Al 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 fulf force and effect until such time as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The follbv_\ii_ng 5rovieions relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condemnation is filed, Grantor shall promptly notity Lender in writing, and Grantor
shall promptly take such steps’as may be necessary to defend the action and obtain the award. Grantor may be the
nominal party in such procesding, buf'tender shall be entiled o participate in the proceeding and to be represented in
the proceeding by counsef of its own choice all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender such instruments and documentatlon 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 eminent domain proceedings or by any
proceeding or purchase in lieu“of ‘condemnation, Lender may at its election require that all or any portion of the net
proceeds of the award be applied.to the'indebtedness or the repair or restoration of the Property. The net proceeds of
the award shall mean the award after payment of all reasonable costs, expenses, and attomneys’ fees incurred by Trustee
or Lender in connection with the condemnanon L

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

Current Taxes, Fees and Charges. Upon'request by Lender, Grantor shall execute such documents in addition to this
Deed of Trust and take whatever other action ig 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 limitation 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 applies: (1) a specific tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness. secured by this Deed of Trust;, (2) a specific tax on Grantor which
Grantor is authorized or required to deduct from payments on the Indsbtedness secured by this type of Deed of Trust;

(3) a tax on this type of Deed of Trust chargeable against the Lender:or the holder of the Note; and (4) a specific tax
on all or any portion of the Indebtedness or on payments of principal a‘nd*interest made by Grantor.

Subsequent Taxes. If any tax to which this section applies is ‘enacted’ subsequenl 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 Defauit 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 Llens sectlen and deposns with Lender cash or a sufficient

corporate surety bond or other security satisfactory to Lender, ™ ¢

SECURITY AGREEMENT; FINANCING STATEMENTS. The following prowsmns relatmg to this Deed of Trust as a security
agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement o the extent any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Umform Gemmercnal Code as amended from
time to time.

Security Interest. Upon request by Lender, Grantar shail take whataver action s 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 executed counterparts,
copies or reproductions of this Deed of Trust as a financing statement. Grantor shall reimburse ‘Lender for all expenses
incutred in perfecting or continuing this security interest. Upon default, Grantor. shall: not remave, sever or detach the
Personal Property from the Property. Upon default, Grantor shall assemble any Persenal-Property not affixsd 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 extent permitted by applicable law. .+

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) frbrﬁ whiéﬁ infarmation concerming
the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform: Commermal Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating 1o.- iurthar assurances and
attorney-in-fact are a part of this Deead of Trust:

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor wul make executa and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designes, and when requestad by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and.in such offices and
places as Lender may deem appropriate, any and all such mortgages, deeds of trust, secufity’ deeds, securlty
agreements, fmanclng 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 preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and (2) .~
the liens and security interests croated by this Deed of Trust as first and prior liens on the Propenty, whether how owned”™
or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing, Grantor ghall. i ¢
reimburse Lander for all costs and expenses incurred in connection with the matters referred to in this paragraph.

Attorney—In -Fact. If Grantor fails 1o do any of the things referred to in the preceding paragraph, Lender may do.56 for E
and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender . .
as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all other things ~ .-
as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in the precedmg
paragraph.

FULL PERFORMANCE. If Grantor pays all the Indebledness when due, and otherwise performs all the obligations imposed
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upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a regusst for full reconveyance and shall
gxeciuteand deliver to Grantor suitable statements of termination of any financing statement on file evidencing Lender's
securify intergst in the Rents and the Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
'applrcable law:.. The grantee in any reconveyance may be described as the “person or persons legally entitied thersto”, and
the recrtals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such matters or
facts

EVEN‘I‘S OF DEFAULT Each of the following, at Lender's option, shall constitute an Event of Default under this Deed of
Trust;. :

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

Qther Defaults Grantor fails to comply with or to perform any other term, obligation, covenant or condition contained in
this Deed of Trust.or in: any of the Related Documents or to comply with or to perform any term, obligation, covenant or
condition’ oontalned in _a_ny o_ther agreement between Lender and Grantor.

Compliance Default.‘-': Fa‘ih._rre.‘ to comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or.in any. of the Related Documents.

DPefault on Other. Payments Failure of Grantor within the time required by this Deed of Trust to make any payment for
taxes of insurantea, or any: other’ payment necessary o prevent filing of or to effect discharge of any fien.

False Statements. Any warranty, representation or statement made or furnished to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the. Related Documents is falss or misleading in any material respect, either now or at
the time made or turmshed or beoomes false or misleading at any time thersafter.

Defective Collaterallzation. Thrs Deed of Trust or any of the Related Documents ceasses to be in full force and effect
{including failure of any collateral document to create & valid and perfected security interest or lien) at any time and for
any reason.

Insolvency, The drssoiutron or termrnatlon of ‘Grantor’s existence as & going business, the insolvency of Grantor, the
appointment of a recsiver for any-part.of Grantor's property, any assignment for the benefit of creditors, any type of
creditor workout, or the commencement ‘of any proceedlng under any bankruptcy or insclvency laws by or against
Grantor.

Creditor or Forfeiture Proceedlngs.. Commencament of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession &r any ‘othef miethod, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. “This ingiudes a gamishment 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
s to the validity or reasonableness of the clalni whigh'is the basis of the creditor or forfeiture proceedrng and if Grantor
gives Lender writien notice of the craditor orforfelture proceeding and deposits with Lender monles or a surety bond for
the creditor or forfeiture proceeding, in an amount determined 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 tha terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender whether existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor 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. n the event of a death, Lender, at'its option, may, but shall not be required to,
permit the Guarantor's estate to assume unconditionally. the oblagatlons arrsrng under the guaranty in a manner
satistactory to Lender, and, in doing so, cure any Event of Defatitt. -

Adverse Change. A material adverse change oceurs in Grantor’s fmancral eondltron or Lender believes the prospect of
payment or performance of the Indebtedness is impaired.

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is curable and_if Grantor has not been given a notice of a
breach of the same provision of this Deed of Trust within the preceding twelve,{12}.months, it may be cured If Grantor,

after recsiving written notice from Lender demanding cure of such defadlt- (1) cures the ‘default within thirty (30) days;
or (2) if the cure requires more than thirty (30) days, immediately initiates steps.-which Lender deems in Lender’s sole
discretion to be sufficient to cure the default and thereafter continues and completes all 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 of Trust at any time thereafter,
Trustes or Lender may exercise any one or more of the following rights and remedies:-

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursurt of any other remedy, and an
elsction to make expenditures or to take action to perform an obligation of Grantor ynder this-Deed of Trust, after
Grantor’s failure to perform, shall not affect Lender's right to declare a default and exercrse its remedles

Accelerate Indebtedness. Lender shall have the right at its option to declare the entrre lndebtedness rmmedlately due
and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the rlght 1o exerclse its power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by Judlcral foreclosura rn aither
case in accordance with and to the full extent provided by applicable law. :

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the rlgh’s and remedles of
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, over and above Lender's "
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of tha Properly

to make payments of rent or use fees directly to Lender, If the Rents are collected by Lender, then Grantor, irrevpcably
designates Lender as Grantor's attorney-in-fact to endorse instruments received in payment thereof in the=name ot .
Grrantor and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in tesponse. ¢
to Lender's demand shall satisfy the obligations for which the payments are made, whether or not any propef grounds b
for the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, or through a’
receiver.

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part of lhe L
Property, with the power to protect and preserve the Property, to operate the Property preceding or pending foreclosure -~

or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender’s right to the appointment
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_' ot a réceiver shall exist whether or not the apparent value of the Property exceeds the Indebtedness by a substantial
amount. Employment by Lender shall not disqualify a person from serving as a receiver.

- Tenancy at- Sufferance. |f Grantor remains in possession of the Property after the Property is sold as provided above or
" Lendsr cotherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall becoma a

tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either {1) pay a

:lreasonable rerital for the use of the Property, or {2) vacate the Property immediately upon the demand of Lender.

Oiher Remedles Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note or
avauab[e at Iaw or in equity.

Notice of Sale, Lender shall give Grantor reascnable 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 1o be made.
Reasonable notice shall mean notice given at least ten (10) days before the time of the sals or disposition. Any saie 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 exermsmg its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Property together or saparately, in one sale or by separate sales. Lender shall be entitied to bid at any public sale on all
or any portion of-the Propeny ‘

Attorneys’ Fees; Expens&s lf Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitlied fo'regover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. Whether-ar ot ary court action is involved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs: that”in, Leridsr‘g; opinion are necessary at any time for the protection of its interest or the
enforcement of its rights shall bacome 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 applicablg law, Lender’s attorneys' fees and Lender’s legal expenses, whether or not
there is a lawsuit, including. attarmeys’ fees dnd expenses for bankruptey proceedings (including efforts to modify or
vacate any automatic stay or.injuriction); appeals, and any anticipated post )udgmsnt collection services, the cost of
searching records, obtaining tile repoits-{including foreclosure reports), surveyors’ reports, and appraisal fees, title
insuranca, and fees for the Trustee; to.the extent. permstted by applicabie law. Grantor also will pay any court costs, in
addition to all other sums provided by law. .-

Rights of Trustee. Trustee shall have aII of ths r|ghts and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The__ following provisions 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 powets of Trustes arising as a matter of law, Trustee shall have the power to take
the following actions with respect to the Property-Upan the written request of Lender and Grantor; () join in preparing
and filing a map or plat of the Real Property, iricluding the dedication of streets or other rights to the public; (b) join in
granting any easement or crealing any restriction, on the Real Property; and {c) join in any subordination or other
agresment affecting this Deed of Trust or the interest. of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be obligétéél to notify :i_ny""oﬂ’\er party of a pending sale under any other trust
deed or lien, or of any action or proceeding in which Grantor, K_Lér'\c_ier.a.or Trustee shall be a party, unless required by
applicable law, or unless the action or proceeding is brought by Trustee k

Trustee. Trustes shall meet all qualifications required for Trustee undsr applicable law. In addition to the rights and
remedies set forth above, with respect to all or any part of.the Proparly, the Trustee shall have the right to foreciose by
notice and sale, and Lender shall have the right to foreclose by }udlmal foreclosure in either ¢case in accordance with and
to the full extent provided by applicable law. A :

Successor Trustee. Lender, at Lender's option, may from tlme to tlme appomt a successor Trustes 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 matters
required by state law, the names of the original Lender, Trustee, and Grantor;"thé 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 intérest. . The successor trustee, without conveyance
of the Property, shall succeed to all the title, power, and duties conferred upon_ the Trustee'in this Deed of Trust and by
applicable iaw. This procedure for substitution of Trustee shall govern to’ the exclu5|on of all other provisions for
substitution. :

NOTICES. Subject to applicable law, and except for notice required or allowsd by Iaw to be gwen in another manner, any
nofice required 1o be given under this Deed of Trust, including without limitation any notiée of default-and any notice of sale
shall be given in writing, and shall be effective when actually delivered, when actlally recéived by telefacsimile (unless
otherwise required by law), when deposited with a nationally recognized overnight courier, or, i ‘mailed, when deposited in
the United States mall, 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 tien which hds priority over this
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust- Any party ‘may change its
address for notices under this Deed of Trust by giving formal written notice to the other parties,. spacifying-that the purpose of
the notice is to change the party’s address. For notice purposes, Grantor agrees to keep Lender infotm'ed"ht all times of
Grantor's current address. Subject to applicable iaw, 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 by Lender to any Grantor is deemed to be notlce gwen to all
Grantors. s

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trust

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understandmg and
agreement of the parties as to the matters set forth in this Deed of Trust, No alteration of or amendinent to:-this. Deed cf
Trust shall be effective uniess given in writing and signed by the party or parties sought to be charged or bound by the .
alteration or amendment.

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall furmsh to Lender
upon request, a certified statement of net operating income received from the Property during Grantor's preweus fnscal ;:"
year in such form and detail as Lender shall require. "Net oparating income” shall mean all cash recelpts from the S

Property iess all cash expenditures made in connection with the operation of the Property.

Caption Headings. Captuon headings in this Deed of Trust are for convenience purposes only and are not to be used to o .

interpret or define the provisions of this Deed of Trust.

Merger. There shall be no merger of the interest or estate created by this Deed of Trust with any other interest or es’tatez-'"'“

in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent of Lender.
Governing Law. This Deed of Trust will be governed by federal law applicable to Lender and, to the exient not
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F _préé_mpted by federal law, the laws of the State of Washington without regard to its conflicts of law provisions.
i oo Thig Deed of Trust has been accepied by Lender in the State of Washington.

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

5No Waiver 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 sighed by Lender. No delay or omission on the part of Lender in exercising any right shall
operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudlce or'constitite a waiver of Lender’s right 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 deating between Lender and Grantor, shall
constitute a waiver of any of Lender's rights or of any of Grantor's obligations as to any future transactions. Whensver
the consént.of-Lender.is: required under this Deed of Trust, the granting of such consent by Lender in any instance shall
not constitlte continuing consent to subsequent instances whers such consent is raquired and in all cases such consent
may be granted 6 withkield in the sole discretion of Lender.

Severability. If a: court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any gircumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable ‘as 6 any ‘other Circumstance, |f feasible, the offending provision shall be considered modified so that it
becomes legal, valid and enforceable. If the offending provision cannct be so modified, it shall be considersd deleted
from this Deed of Trust. Unlgss otherwise required by law, the illegality, invalidity, or unenfc:rc:e.':lt:nlltyr of any provision of
this Deed of Trust shall not affect the legality, validity or enforceability of any other provision of this Deed of Trust.

Successors and Assigns Subjec;t 1o: -any limitations stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding updn and inure to the benefit of the parties, their successors and assigns. If ownership of
the Property becomes vestad in a person:other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference; ta this Deed of Trust and the Indebtedness by way of forbearance or extension without
releasing Grantor from the oligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Tirﬁe ls "_cif:;.tha ,e's"s_ent:e in the performance of this Deed of Trust.

Waive Jury. All parties to this Deed ":o__tt‘i;rust hereby waive the right to any jury trial in any action, proceeding, or
counterclaim brought by any party against any-other party.

Waiver of Homestead Exemption. ..Gréntor hireby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington &s to‘all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shallhave the following meanings when used in this Deed of Trust.

Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in tawful money of the United
States of America. Words and terms used in the slnguiar shall include the plural, and the plural shall include the singular, as
the context may require. Words and terms not otherwnse defined in this Deed of Trust shall have the meanings attributed to
such tarms in the Uniform Gommercial Code:

Beneficiary. The word "Beneficiary" means Hdrizén Bank, and its successors and assigns.

Borrower. The word "Borrower" means D. Alexanider. King Constructlon Inc. and includes all co-signers and co-makers
signing the Note and all their successors and assigns.

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and includes
without limitation all assignment and security interest prowsmns felating: to ‘the Personal Property and Rents.

Default. The word "Default’ means the Default set forth in thls Deed of Trust in the section titled *Default”,

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

Grantor. The word "Grantor" means D. Alexander King Construction; Inc '

Guarantor. The word "Guarantor' means any guarantor, surety, or accommodatlon party of any or all of the
Indebtedness.

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lender |ncludmg wﬂhout limitation a guaranty of
all or part of the Note. .

Improvements. The word "Improvements” means all existing and future mprovements bu|ld|ngs structures, mobile
homes affixed on the Real Property, facilities, additions, replacements and other gonstruction‘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, modifigations of, conselidations of
and substitutions for the Note or Related Documents and any amounts expendsd-or-advanced by Lender to discharge
Grantor's obligations or expensses incurred by Trustee or Lender to enforce Grantor's obhgatlons under this Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust. : :

Lender. The word "Lender' means Horizon Bank, its successors and assigns.

Note. The word “Nots" means the promissory note dated January 18, 2007, in the ongmat prtncipal amount
of $1,920,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of, refinancings
of, consolldatlons of, and substitutions for the promissory note or agreement. NOTICE TO GHANTOR THE NOTE
CONTAINS A VARIABLE INTEREST RATE. :

Personal Property. The words "Personal Property" mean all equipment, fixtures, and other artlcles of personai property
now or hereafter owned by Grantor, and now or hersafter attached or affixed 10 the Real Property. togethier with all
accessions, parts, and additions 1o, all replacements of, and all substitutions for, any of such property;-and- together With
all issues and profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premiums)
from any sale or other disposition of the Property. . :

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

Real Property. The words "Real Property" mean the real property, interests and rights, as further descnbed in thls Deed"'h:
of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements, loan agreemems
guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral morigages, and -all .cther
instruments, agreements and documents, whether now or hereafter existing, executed in connsction with the -
Indebtedness; provided, that the environmental indemnity agreements are not "Related Documents® and are not secursd
by this Deed of Trust.

Rents The word "Rents" means all present and future rents, revenues, income, issues, royalties, profits, and other
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' Tril’"stée The word “Trustee" means Westward Financial Services Corporation, whose mailing address is 1500 Cornwall
Avenue Bellingham, WA 98225 and any substitule or successor rusiess.

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

GRANTOR

CORPORATE ACKNOWLEDGMENT

STATE OF Lo P\ ;:' ”f: | |
countyoF __ KRB G- EREA )

On this ‘6\_"\"\“ day of 3‘% 20 Oq before me, the undersigned
Notary Public, personally appeared Donald A K!ng, ‘President of D, Alexander King Constructlon, Inc., and personally
known to me or proved to me on the basis ‘of satiéfactory evidence to be an authorized agent of the carporation that executed
the Deed of Trust and acknowledged the Deed. of Truist to be the free and voluntary act and deed of the corporation, by
authority of its Bylaws or by resociution of its board of diregters; for the uses and purposes therein mentioned, and on oath
stated that he or she is authorized to execute thls Dieg of Tr ri;s’v ﬁnd in fact executed the Deed of Trust on behalf of the

Gcfi“"” %\x H ’h\c LeAN

Notary Public in and for tIIlé State of Lot

Residingat YO N} COVRTES

My commission expires _| (>~ 2T

CORPORA} E AGKNOWLEDGMENT

STATE OF Lon Ty s
. . )88
COUNTYOF WX U T y f' i
On this \ “&‘“—\ day of P 20 C/ n) ‘pefore me, the undersigned

Notary Public, personally appeared Melissa A. King, VP/Sec/Treas of D. Alexander King Constructlon, Inc., and personally
known to me or proved to me on the basis of satisfactory evidence to be an authorized-agant of:thie corporation that exscuted
the Deed of Trust and acknowledged 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 mertioned, and on oath
stated that he or she is authorized to execute this Deed ‘ofi Trust and in fact axecuted the Deed ot Trust on behalf of the

corporation,
,du:)og&)rx)* ] PN

Notary Public in and for tmm of L—i L ﬁ

Residing at p\\-’ af\ <-e_/ RYES
My commnsslo_n e__;cpirgs il D KQS 0%

REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undersigned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby requested
upon payment of all sums owing fo you, to reconvey without wamanty, to the persons entitled thereto, the nght tltle and
interest now held by you under the Deed of Trust.

Date: Beneficiary:
By:
Its:

LASER PRO Lending. Ver. £.33.00.004 Copr. Harland Financis) Sohilons, Inc. 1997, 2007. Al Righla Reserved. - WA oiCFIWINMCFRLPLGGLFG TR-481 PR-Z17
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