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THIS DEED OF TRUST is dated June 13 2007, among Donald A. King and Melissa A, King,
not personally but as Trustees on behalf of. KING FAMILY REVOCABLE LIVING TRUST; and
Donald A. King, Melissa A. King, husband and wife ("Grantor"), Horizon Bank, whose mailing
address is Skagit Commercial Center, 2211 Rimland’ Drive, Suite 230, Bellingham, WA 98226

(referred to below sometimes as "Lender” and sometimes. as "Beneficiary"); and Westward

Financial Services Corporation, whose mailing address is 1500 Cornwall Avenue, Bellingham,

WA 98225 (referred to below as "Trustee"). P
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éoﬂvﬁANGE AND GRANT. For valuable conslderation, Grantor conveys to Trustee in trust with power of sale, right

-of entry-and possession and for the beneflt of Lender as Beneflciary, all of Grantar's right, title, and interest in and to the

Tollowing déscribed real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixturés; all sasements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or irigation rights). and alt other rights, royalties, and profits relating to the real property, including without limitation
all minerals, oil,‘gas, geothermal and similar matters, (the "Real Property") located in Skagit County, State

of Washington'

Lot 43, SKYLINE NO. 3, according to the plat thereof, recorded in Volume 9 of Plats,
pages 54 and 55, records of Skagit County, Washington.

Situate in Skag|t County, State of Washington

The Real PrOperty__ q__r |ts~:._address is commonly known as Sterling Drive, Anacortes, WA
98221. The Real Property tax identification number is 3819-000-043-0004 (P59148).

Grantor hereby assigns as security to Lender, all of Grantor's right, title, and interest in and to all leases, Rents, and profits of
tha Property. This assignment is'regorded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to he specific, perfected and.ehoate 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 aulomaticalty revoked upon accelsration
of all or part of the Indebtedness. .~ .-

THIS DEED OF TRUST, INCLUDtNG THE ASSIGNMENT OF RENTS ANO 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 TRU_ST,_ INCLEUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN
THE RENTS AND PERSONAL PROPERTY, IS ALSO GIVEN TO SECURE ANY AND ALL OF BORROWER'S
OBLIGATIONS UNDER THAT CERTAIN CONSTRUCTION LCAN AGREEMENT BETWEEN BORROWER 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 ALSO BE AN EVENT OF DEFAULT UNDER THi$ DEED
OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

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

GRANTOR'S WAIVERS. Grantor waives all rights or defénses arising.by:-reason of any "one action" or "anti-deficiency” law,
or any other law which may prevent Lender from bringing any action againat Grantor, including a claim for deficiency to the

extent Lender is otherwise entitled to a claim for deficiency, before or after: Lenders commencemeant or completion of any

foreclosure action, either judiclally or by exercise of a power of sala %

PAYMENT AND PERFORMANCE. Except as otherwise prmnded in thls Dead of Trust, Borrower shall pay to Lender all
Indebtedness secured by this Deed of Trust as it becomes due, and Borrower and Grantor shall perform all their respective
obligations under the Note, this Deed of Trust, and the Related Documents

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

Possession and Use. Until the occurrence of an Event of Default, Grantor may (1) remain in possession and control of
the Property; (2) use, operale or manage the Property; and (3} callect the.Rents from the Property (this privilege is a
license from Lender to Grantor automatically revoked upon default) - The' following-provisions relate 1o the use of the
Properly or to other limitations on the Property. The Real Property is not'used pnnclpaﬂy for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Property in tenantable condmon and’; pfomptly perform all repairs,
raplacements, and maintenance necessary to preserve its value.

Nulsance, Waste. Grantor shall not cause, conduct or permit any nuisance ngr commll permlt or suffer any stripping of
or waste on or to the Property or any portion of the Property. Without fimiting the ganerality of the foregoing, Grantor wiil
not remove, or grant to any other party the right to remove, any timber, minerals {mcludmg oll and gas), coal, clay,
scoria, soif, gravel or rock products without Lender's prior written consent.

Aemoval of Improvements. Grantor shall not demalish or remove any lmprovements trom the P.eal Property without
Lender's prior wriften consent. As a condition to the removal of any Improvements, Lender may reguire Grantor to make
arrangements satisfactory to Lender to replace such Improvements with Improvements of atléast équatvalue.

Lender’s Right to Enter. Lender and Lender's agents and representatives may enter Lpon the‘ Real: "Property at all
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantors compllancs
with the terms and conditions of this Deed of Trust. E

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

by all agents, tenants of other persons or entities of every nature whatsoever who rent, lease or olherwise use or pgoupy
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of ali- govemmental
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans ‘With Disabilities
Act. Grantor may contest in good faith any such iaw, ordinance, or regulation and withhold compilance during any
proceedmg. including appropriate appeals, so long as Grantor has notified Lender in writing prior to dging-soand sa -
long as, in Lender’s sole opinion, Lendeds interests in the Property are not jeopardized. Lender may require Granw to
post adequate security or a surety bond, reasonably satisfactory to Lender, fo protect Lender's interest.

Duty to Protect, Grantor agrees neither to abandon or leave unattended the Praperty. Grantor shall do all other acts e o
addition to those acts set forth above in this section, which from the character and use of the Property are reasonabiy
necessary 1o 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 no later than the™ .-
miaturity date of the Note {or such earlier date as Lender may reasonably establish) and Granier shall pay in full all costs™
and expenses in conhection with the work. Lender will disburse loan proceeds under such terms and conditions as
Lender may deem reasonably necessary to insurg that the interest created by this Deed of Trust shall have priority over
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' _gll“boésible 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
_~Tepoits; and such other documentation as Lender may reasonably request.

‘DUE ON.-SALE.- CONSENT BY LENDER. Lender may, at Lender's option, (A) declare immediately due and payable all
sumg secured by this Deed of Trust or (B} increase the interest rate provided for in the Note or other document evidencing
the Indebtedness and impose such cther conditions as Lender deems a.ppropnate, upon the sale or transfer, without Lender's
priarwritten conserit, of all or any part of the Real Property or any interest in the Real Property. A "sale or transfer" means the
conveyanca af Real Property or any right, title or interest in the Real Property; whether legal, beneficial or equitable, whether
voluntary or involuntary; whether by outright sale, deed, installment sale contract, land contract, contract for deed, leasehold
interest 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
Real Property -If any*Grantor is a corporation, partnership or limited liability company, transfer also includes any change in
ownership of ‘more than twerity-five percent (25%) of the voting stock, parinership interests or Himited liability company
interests, as the case may be, of such Grantor. However, this option shall not be exercised by Lender if such exercise is
prohibited by federal lawor by Washmgton law,

TAXES AND LIENS The followmg prowsmns relating to the taxes and liens on the Property are part of this Deed of Trust:

Payment. Gramor shall; ‘pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions levied against or on acceunt of the Property, and shall pay

when due all claims for work-done on or for services rendered or material furnished to the Property. Grantor shall

maintain the Property frée.of all*liens-having priority over or equal to the interest of Lender under this Deed of Trust,

excepl for the lien of faxes antd assessments not dus, except for the Existing Indebtedness referred to below, 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 obligation to"pay, 50 long as. Lender's interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed, within fifteen
(15) days after Grantor has noétice of thé filirg, secure the discharge of the lien, or i requested by Lendsr, deposit with

Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an amount sufficient to
discharge the fien plus any costs and-ttormeys’-fges, or other charges that could accrue as a result of a toreclosure or
sale under the lien. In any contest; Grantor-shall. defend itself and Lender and shall satisfy any adverse judgment bafore
enfarcement against the Property. Grantor shall name Lender as an additional obligee under any surety bond furnished

in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate govemnmental official to deliver to Lender at any time a written statement
of the taxes and assessments against the Prgperty-:' :

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 mechanic’s lien, materialmen’s lien, or other
lien could be asserted on account of the work, ‘services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances satisfactory to Lender. Ihat Grantor can.and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following pro\nsmns relatlng to |nsur|ng the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintam pollcles of fira insurance with standard extended

coverage endorsements on a fair value basis for the full insurable valde covering all Improvements on the Real Property
in an amount sufficient to avoid application of any coinsurance ¢layse, and with a standard mortgagee clause in favor of
Lender. Grantor shall also procure and maintain comprehenswe general liaibility, insurance in such coverage amounts as
Lender may request with Trustee and Lender being named &§ additional-insureds in such liability insurance policies.
Additionally, Grantor shall maintain such other Insurance, inctuding but rot limited:to hazard, business interruption, and
boiler insurance, as Lender may reasonably require. Policies shall e written in form, amounts, coverages and basls
reasonably acceptable to Lender and issued by a company or coropanies reasorably acceptable to Lender. Grantor,
upon request of Lender, will deliver to Lender from time to time the policies or certificates of insurance in form
satlsfactory to Lendsr, including stipulations that coverages will not be cancelled or-diminished without at least ten (10)
days prior written notice to Lender. Each insurance policy also shall include an endorsement providing that coverage in
favor of Lender wilt 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 arsa designated by the Director of the Federal Emergency Management Agency as a
special flood hazard area, Grantor agrees to obtain and maintain Federal Flood Insurante, 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 unpald principal
balance of the loan and any prior liens on the property securing the loan, up t9.the maximum poilcy limits set under the

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

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the- Property Lender may
make proof of loss if Grantor fails 10 do so within fifteen (15) days of the casualty. Whether.or not Lender's security is
impaired, Lender may, at Lender’s election, receive and retain the proceeds of any 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, Grantor shall repair or.replace the damaged or
destroyed improvements in a manner satistactory to Lender. Lender shall, upon satisfactory.procf of such expenditure,

pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration*if Grantor.is ‘not in default
under this Deed of Trust. Any procesds which have not been disbursed within 180 days after their recejit and which

Lender has not committed to the repair or restoration of the Property shall be used first to pay any ariount 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. [f 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 appeatr.

Compliance with Existing Indebtedness., During the period in which any Existing Indebtedness descnbed below is i
effect, compliance with the insurance provisions contained in the instrument evidencing such Existing Indebfadness shall <
constitute compliance with the insurance provisions under this Deed of Trust, to the extent compliance with the terms pf
this Deed of Trust would constilute a duplication of insurance requirement. If any proceeds from the insurance become. ¢ ¢
payable on loss, the provisions in this Deed of Trust for division of proceeds shall apply only to that portlon of the
proceads not payable to the holder of the Existing Indebtedness. L

Grantor’s Report on Insurance. Upon request of Lender, however not mare than once a year, Grantor shall fumtsh Q.7

Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; A3y '

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 &
independent appraiser satisfactory to Lender determine the cash value replacement cost of the Property.
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LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender’s interest in the
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including but not
limited to.Graintor's failure to comply with any obligation to maintain Existing Indebtedness in good standing as required
“below, or to-discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed of Trust or any
Related .Documents, Lender on Grantor's behalf may (but shall not be obligated to) take any action that Lender deems
appropriate, including but not limited to discharging or paying all taxes, liens, security interests, encumbrances and other
claims,: at any time levied or placed on the Property and paying all costs for insuring, maintaining and preserving the Property.
All such. expenditures Incurred or paid by Lender for such purposas will then bear interest at the rate charged under the Note
from the date incurred or.paid by Lender to the date of repayment by Grantor. All such expenses will become a part of the
Indebtedness ‘and, ‘at Lender's option, will (A) be payabls on demand; (B) be added to the balance of the Note and be
apportioned among ‘and “be. payable with any installment payments 1o become due during either (1} the term of any
applicable insurance policy; or {2) the remaining term of the Note; or (C) be treated as a balloon payment which will be dus
and payable’at the Note's maturity. The Deed of Trust also will secure payment of these amounts. Such right shall be in
addition to all othar rights and remedtes to which Lender may be entitlied upon Default.

WARRANTY; DEFENSE OF TITLE The following provisions relating to ownership of the Property are a part of this Deed of
Trust:

Title. Grantor warrants that (a) Grantor holds good and marketable title of record to the Propeity in fee simple, free
and clear of all liens and encumbrances other than those set forth in the Real Property description or in the Existing
Indebtedness section below gr'in any title insurance policy, title report, or final title opinion issued in favor of, and
accepted by, Lender in.connaction-with this Deed of Trust, and (b) Grantor has the full right, power, and authority to
exacute and deliver thi$ Deed.of Trust to Lender.

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the title to
the Property against the lawtul claims of all persons. In the event any action or proceeding is commenced that questions
Grantor's title or the interest of Trusteé.or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor may be.ihe, nommal party in such proceeding, but Lender shali be entitted to participate in the
proceading and to be represented in the’ proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be dslivered, to Lender such mstruments as Lender may request from time to time to permit such participation.

Compliance With Laws, Grantor warrants that-the. Property and Grantor’s use of the Property complies with all existing
applicable laws, ordinances, and regulatlons of governmental authorities.

Survival of Representations and Warrantf& 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 full force and effect until such time as Borrower's'Indebtedness shall be paid in full.

EXISTING INDEBTEDNESS. The following prox(_isﬁdhs concerning Existing Indebtedness are a part of this Deed of Trust:

Existing Lien. The lien of this Deed of Trust.securing the Indebtedness may be secondary and inferior to an existing
lien. Grantor expressly covenants and agrees to pay, or see to the payment of, the Existing Indebtedness and o prevent
any default on such indebtedness, any default: under the instruments evidencing such indebtedness, or any default
under any security documents for such lndebtedness

No Modification. Grantor shall not enter into any’ agreement wﬂh the holder of any mortgage, deed of trust, or ather
security agreement which has priority over this Deed of Trust by whiich'that agreement is modified, amended, extended,
or renewed without the prior written consenrt of Lender. Grantor shall risither request nor accept any future advances
under any such security agreement without the prior written oonsent of Lsnder

CONDEMNATION. The following provisions relating to condemnatxon pmceed\ngs are a part of this Deed of Trust:

Proceedings. If any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take such steps as may be necessary to defend the action-and ‘obtain the award, Grantor may be the
nominal party in such proceeding, but Lender shall be entitled to particnpate in the procesding and to be represented in
the proceeding by counsel of its own choice all at Grantor's expense, and Grantar will deliver or cause to be delivered 1o
Lender such instruments and documentation as may be raquested by Lender from time to time to parmit such
participation.

Application of Net Proceeds. If all or any part of the Property is condemned by eminent domain proceedings or by any
procesding 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 restorafion of the Propeﬂy The net proceeds of
the award shall mean the award after payment of all reasonable costs, expenses and atturneys tees incurred by Trustes
or Lender in connaction with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. Tha folluwmg provisions relating to
governmental taxes, fees and ¢harges 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 is requested by Lender to perfect and continue Lender's lien on the Real
Property. Grantor shail 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 sectioh applies: (1) a specific tax upon ‘this type of Desad of
Trust or upon alt or any part of the Indebtedness secured by this Deed of Trust; (2) a spedific tak on Borfower which
Borrower is authorized or required 1o deduct from payments on the Indebtedness secured by this fype of Deed of Trust;
(3) a tax on this type of Deed of Trust chargeable against the Lender or the holder of the Notey and. (4) a specmc tax
on all or any portion of the Indebtedness or on payments of principal and interest made by Borrower.

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of Trust ﬂ'ns
event shall hava the same effect as an Event of Default, and Lender may exercise any or al of its available remedies for
an Event of Default as provided bslow unless Grantor either (1) pays the tax before it becomes dglingient, or (2)
contesis the tax as provided above in the Taxes and Liens section and deposits with Lender cash or a suﬁlcient
corporate surety bond or other security satisfactory to Lender. :
SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a secun i
agreement are a part of this Deed of Trust:
Secutity Agreement. This instrument shall constitute a Security Agreement to the extent any of the Property conshtutes‘
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code as amended from
time to time. .
Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect and ’
continua Lander's security interest in the Rents and Personal Property. In agklition to recording this Deed of Trust in the
real property records, Lender may, at any time and without further autherization from Grantor, file executed counterparts,
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¢Opigs or repreductions of this Deed of Trust as a financing statement. Grantor shall reimburse Lender for all expenses
¢ < ingtimed 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 not affixed to the
Property-in a manner and at a place reasonably convenient to Grantor and Lender and make it available to Lender within
three (3) days after recelpt of written demand from Lender to the extent permitted by applicable law.

Addresses" The mailing addresses of Grantor {debtor) and Lender (secured party} from which information concerning
e security interest granted by this Deed of Trust may be obtained {each as required by the Uniform Commercial Gode)
are as. stated on. #ha first page of this Deed of Trust.

FURTHER - ASSURANCES ATTORNEY-IN-FACT. The following provisions relaling to further assurances and
attornsy-in-fact: ara . part of-this Deed of Trust:

Further__ Assuranr;es A; 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 requested 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 morigages, deeds of trust, security deeds, security
agreements, financing statements continuation statements, instruments of further assurance, certificates, and other
documents as’may, ir:the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,

continug, or preserve (1) Bofrower's and Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and (2) the liens and security interests created by this Deed of Trust on the Property whether now owned
or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing, Grantor shall
reimburse Lender for alfcosts and penses incurred in connection with the matters referred o in this paragraph.

Attorney-ln-Fact If Grantof fais to do dny of the things referred to in the preceding paragraph, Lender may do so for
and in the name of Grantor' and at Grantors 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 desnrable in Lendars sole opinion, to accomplish the matters referred to in the preceding
paragraph.
FULL PERFORMANCE. If Borrower and Grantor pay all the Indebtedness when due, and Grantor otherwise performs all the
abligations imposed upon Grantor under this' Deed of Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shall execute and deliver to Graiitor Sultable statements of termination of any financing statement on file
evidencing Lender's security interest in the.Rents and the Personal Property. Any reconveyance fee shall be paid by Grantor,
if permitted by applicable law, The grantee. in- any reconveyance may be described as the "person or persons legally entitied
thereto”, and the recitals in the reconveyance of any matters o facts shall be conclusive proof of the truthfuiness of any such
matters or facts.

EVENTS OF DEFAULT. Each of the followrng, at Lenders optlon shall constitute an Event of Default under this Deed of
Trust:

Payment Default. Borrower fails to make any '-payrnent when due under the Indebtedness.

Other Defaults. Borrower or Grantor falls to compiy with or to perform any other term, obligation, covenant or condition
contained in this Deed of Trust or in any of the Related Documents.or to comply with or to perform any term, obligation,
covenant or condition contained in any other agreement between Lsnder and Borrower or Grantor.

Compliance Defauit. Failure to comply with any other term,: obllgatlen covenant or condition contained in this Deed of
Trust, the Note or in any of the Rslated Documents. ;

Default on Other Payments. Failure of Grantor within te frma requrred by this Deed of Trust to make any payment for
taxes or insurance, or any other paymant necessary o prevent filing of ar to eﬁect discharge of any lien.

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

Defective Collateralization. This Deed of Trust or any of the Re&ated Docurments ceases 1o be in full force and effect
(including failure of any collateral document to create a valid and perfected secunty mterest or lien) at any time and for
any reason.

Insolvency. The dissolution or termination of Borrower's or Grantor’s exrstence as a golng busingss, the insolvency of
Borrower or Grantor, the appointment of a receiver for any part of Borrower's or-Granitor's property, any assignment for
the bensfit of creditors, any type of creditor workout, or the commencement 01 any proceedrng under any bankruptcy or
insolvency laws by or against Borrower or Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfetture proceedmgs, whether by judicial
proceeding, self-help, repossession or any other method, by any creditor of Borrower dr Grantor or by any govemmental
agency against any property securing the Indebtedness. This includes a gamishment:of any of Borrower's or Grantor's
agcounts, including deposit accounts, with Lender. However, this Event of Default shali riot apply.if there is a good faith
dispute by Borrower or Grantor as to the validity or reasonableness of the claim which is the basis of the creditor or
forfeiture proceeding and if Borrower or Grantor gives Lender written notice of the creditor or Torféiture froceeding and
deposits with Lender monles or a surety bond for the creditor or forfeiture proceeding, in an amount deterrmned by
Lender, in its sole discretion, as being an adequate reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Borrower or Grantor under the terms of anys other agreement hetween
Borrower or Grantor and Lender that is not remedied within any grace period provided thérein, including without

limitation any agresment concerning any indebtedness or ather obligation of Borrower or Granfor to Lender whether
existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Gua_r-ant_or‘ of_-any_ ~,of'--the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of; or liability under,
any Guaranty of the Indebtedness. In the event of a death, Lender, at its option, may, but shall not be séquired’ 1o,
permit the Guarantor's estate to assume unconditionally the obligations arising under the guaramy rn a: manner
satisfactory to Lendsr, and, in doing so, cure any Event of Default. ;

Adverse Change. A matsrial adverse change occurs in Borrower's or Grantor’s financial condition, or Lender beheves F
the prospect of payment or performance of the Indebtedness is impaired. -

Insecurity. Lender in good faith believes itself insecure.

Existing Indebtedness. The payment of any installment of principal or any interest an the Existing Indebtedness is Aok "
made within the time required by the promissory note evidencing such indebtedness, or a default occurs under the' -
instrument securing such indebtedness and is not cured during any applicable grace period in such instrument, or any i
suit or other action is commenced to foreclose any existing lien on the Property.

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
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breach of the same provision of this Deed of Trust within the preceding twelve (12) menths, it may be cured if Grantor,
¢ /< after receiving written notice from Lender dernanding cure of such default: (1) cures the default within thirty (30) days;
_or (2)7ifthe cure requires more than thirty (30) days, immediately initiates steps which Lender deems in Lender's sole
< discretion.fo'be sufficient to cure the default and thereafter continuss and completes all reasonable and necessary steps
sufflclent to: produce compliance as soon as reasonably practical.

FIIGHTS AND REMEDIES ON DEFAULT. If an Event of Defauit occurs under this Deed of Trust, at any time thergafter,
Trustee or Lender may exercise any one or more of the following rights and remedies:

Election uf Flemedles Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and an
aleétion io make ‘expenditures or to take action to perform an obligation of Grantor under this Deed of Trust, after
Grantor's tatlure to perfarm, shall not affect Lender’s right to declare a default and exercise its remedies.

Aooelerate Indeb!edness Lender shall have the right at its option to declare the entire Indebtedness immediately due
and payabla, including ary prepayment panalty which Borrower would be required to pay.

Foreclosure. With, reépec! 't'e all or any part of the Real Property, the Trustee shall have the right to exercise its power of
sale and to foreckdse by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either
case in accordance with' and o t'ne full extent provided by applicable law.

UCC Remedies. With respect..to &ll or any part of the Personal Property, Lender shall have all the rights and remedies of
a secured party under the U__.n'ifqrm Commercial Code.

Collect Rents. Lender shall-have-the right, without notice to Borrower or Grantor to take possession of and manage the
Property and collect the Rents; including amounts past due and unpaid, and apply the net proceeds, over and above
Lender's costs, against:the Indetitedngss:: In furtherance of this right, Lender may require any tenant or other user of the
Property to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor
irevocably designates Lender as Grantor's attomey-in-fact to endorse instruments received in payment thereof in the
name of Grantor and to negotiate the same.and colisct the proceeds. Payments by tenants or other users to Lender in
response to Lender's demarid shiall: satisfy the obligations for which the payments are madse, whsther or not any proper
grounds for the demand existed: Lender may exercise its rights under this subparagraph sither in person, by agent, or
through a receiver.

Appoint Recelver. Lender shall have the right o have a receiver appointed to take possession of all or any part of the
Property, with the power to protect and pleserve ‘the: Property, to operate the Property preceding or pending foraclosure

or sale, and to coliect the Rents from the: Prapeny 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

of a receiver shall exist whether or not the ‘apparent vale 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. If Grantor remains ‘in possession of the Property after the Property is sold as provided above or
Lender otherwise becomes entitied to possession of the Property upon dsfault of Grantor, Grantor shall become a
tenant at sufferance of Lender or the purchdser. of the Property and shall, at Lander's option, either (1} pay a
reasonable rental for the use of the Property, or {2)* vacate the Property immediately upon the demand of Lender.

Other Remedies. Trustee or Lender shall have any: other nght or remedy provided in this Deed of Trust or the Note or
avajlable at law or in equity.

Notice of Sale. Lender shall give Grantor reasonable nouce of lhe tlme and place of any public sale of the Personal
Property or of the time after which any private sale or other mtended disposition of the Personal Property is to be made.
Reasonable notice shall mean notice given at isast ten (10) ‘days before the time of the sale or disposition. Any sale of
the Personal Property may be made in conjunction with any'sale of the Heai Propeny

Sale of the Property. To the extent permitted by applicable law, Borrower and Grantor hereby waives any and all rights
to have the Property marshalled. In exercising its rights and remediss, the’ Trustee or Lender shall be free to sell ali or
any part of the Property together or separately, in one sale or by separate sales . Lender shall be entitled to bid at any
public sale on all or any portion of the Property.

Attorneys’ Fees; Expenses. If Lender institutes any suit or actlon to enforce any of the terms of this Deed of Trust,
Lender shall be entitied to recover sugh sum as the court may adjudge’ reasonable-as attomeys' fess at trial and upon
any appeal. Whather or not any court action Is involved, and to the-extent not. prohibited by faw, 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 becoms 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 paragrdph include, without limitation,

however subject to any limits under applucabla law, Lender's attoreys' fees and Lender's legal éxpenses, whether or not
there is a lawsuit, including attomeys’ fees and expenses for bankruptcy proceedings (including efiorts to modify or
vacate any automatic stay or injunction), appeals, and any anticipated post~judgment collection services, the cost of
searching records, obtaining tite reports (including foreclosure repons), surveyors' sepoits, and appralsau teas, fitle
insurance, and fees for the Trustes, to the extent permitted by applicable law. Granter a]so WI|| pay ‘any court costs, in
addition to all other sums provided by ilaw.

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as set forth- |n th|s sectlon

POWERS AND OBLIGATIONS OF TRUSTEE. The foliowing provisions relating to the powers and obhgahons of Trustes
(pursuant to Lender's instructions} are part of this Deed of Trust:

Powers of Trustee. In addition to all powers of Trustee arising as a matter of law, Trustee shall have the’ power to take
the following actions with respact to the Property upon the written request of Lender and Grantor: (a) joirin prepanng
and filing a map or plat of the Real Property, including the dedication of streets or other rights to.the public; (b} join in
granting any easement or creating any restriction on the Real Property; and (¢} join in any subardinatlon or other
agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Motify. Trustes shall not be obligated to notify any other party of a pending sale under any other nust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless requlred by
applicable law, or uniess the action or proceeding is brought by Trustes.

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law. in addition to ths nghh‘. an‘d .
remedies set forth above, with respect to all or any part of the Proparty, the Trustee shall have the right to foreclose by -
notice and sale, and Lender shall have the right to foreciose by judicial foreclosure, in either case in accordance wlth and
1o the full extent provided by applicable law, ‘

Successor Trustee. Lender, at Lender's option, may from time to time appoint a successor Trustee fo any Trustea
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, 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 instrumant
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' _s-hé'llf.b'e executed and acknowledged by Lender or its successors in interest. The successor trustes, without conveyance
¢ " ofthe Property, shall succeed to all the titls, power, and duties conferred upon the Trustee in this Deed of Trust and by

,-appiicabie law. This procedurs for substitution of Trustee shall govern 1o the exclusion of all other provisions for
subshtutmn

NOTICES Subject to applicable law, and except for notice required or allowed by law to be given in another manner, any
notice required 19 e given under this Deed of Trust, including without limitation any notice of default and any notice of sale
shall. Ba given.in wrmng, and shall be effective when actually dslivered, when actually received by telefacsimile (unless
atherwise: required by-law), when deposited with a nationally recognized overnight courier, or, if mailed, when deposited in
the United States mail,. as first class, cenified or registered mall postage prepaid, directed to the addresses shown near the
beginning of this'Deed of Trust. All copies of notices of foreclosure from the holder of any lien which has 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 wiitten notice to the other parties, specifying that the purposa of
the notice Is to change the party’s address. For notice purposes, Grantor agrees 10 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 by Lender to any Grantor is deemed to be notice given fo all
Grantors,

MISCELLANEOUS PROVISIONS The following misceflaneous provisions are a part of this Deed of Trust:

Amendments. This Deed_. of _Trust, together with any Related Documents, constitutes the entire understanding and
agreement of the parties ds to'the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall be effective-Unless gwa |n wrmng and signed by the party or parties sought to be charged or bound by the
alteration or amendment: S

Annual Reports. If the Property is used for purposes other than Grantar's residence, Grantor shall furnish to Lender,
upon request, a certified statement of et operating incomse received from the Property during Grantor's previous fiscal
year in such form and detail-as Lender shall require. “Net operating income” shall mean all cash receipts from the
Property less all cash expenditures:made.in cennection with the operation of the Property.

Caption Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be used to
interpret ar define the provisions of this.Oeed of Trust

Merger. There shall be no mergar of the- interest. OF estate created by this Deed of Trust with any other interest or estate
in the Property at any time held by or:for the: benefrt ‘of Lender in any capacity, without the wiltten consent of Lender.

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

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

Joint and Several Liabllity. All obligations of qui‘gwer and Grantor under this Deed of Trust shall be joint and several,
and all references to Grantor shali mean each and every Grantor, and all references to Borrower shall mean each and
every Borrower. This means that each Grantor signing below is responsible for all obligations in this Deed of Trust.

No Waiver by Lender. Lendar shall not be deemed to have ‘waived ‘any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or ‘omissiori.on the part of Lender in exercising any right shall

operate as a walver of such right or any other right. A waivér by Lender of a provision of this Deed of Trust shall not
pre]udlce or constitute 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, hot-any-¢ourse of dealing between Lender and Grantor, shall

constitute a waiver of any of Lender's rights or of any of Grantor's ebligations:as to any future transactions. Whenever
the consent of Lender is required under this Deed of Trust, the granting of-such tonsent by Lender in any instance shall

not constitute continuing consent to subsequent instances where such consent is reqmred and in all cases such consent
may be granted or withiheld in the sole discretion of Lender. ;

Severability. If a court of competent jurisdiction finds any provnsmn of this Deed of Trust to be illegal, invatid, or
unenforceable as to any person or circumstance, that finding shall not-make the offending provision illegal, invalid, or
unenforceable as to any other person or circumstance. If feasible, the-offending. provision shall be considered modified

so that it becomes legal, valid and enforceable. If the offending provision cannot be'sd modified, it shall be considered

deleted from this Deed of Trust. Unless otherwise required by 'aw, the ilegality, invalidity, or unerﬁorcaabmty of any
provision of this Deed of Trust shall not affect the legality, validity or enforceablllty of any other provision of this Deed of
Trust.

Successors and Assigns. Subject 10 any fimitations stated in this Deed of Trust on trans‘fer -of Grantor's interest, this
Deed of Trust shali be binding upon and inure to the benefit of the parties, their silccessors and assigns. If ownership of
the Property becomes vested in a person other than Grantor, Lender, without notice to: Grantor, may:. deal with Grantor's
successors with reference to this Deed of Trust and the Indebtedness by way of: fothearance’ or extension without
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness s

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

Waive Jury. All parties to this Deed of Trust hereby walve the right to any jury triai in any actlon, proceedmg, or
counterclaim brought by any party against any other party.

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

DEFINITIONS, The following capitalized words and terms shall have the following meanings when used i in this Deed of Trust.
Unless specifically stated to the contrary, all referances to dollar amounts shall mean amounts in lawful mengy of-the. Urtited
States of America. Words and terms used in the singular shall inciude the plural, and the plural shall include the singuiar, as
the context may require. Words and terms not otherwise defined in this Desd of Trust shall have the meamngs attrlbutad to
such terms in the Uniform Commercial Code: :

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

Borrower. The word *Borrower" means D. Alexander King Construction, Inc. and includes all co-signers and, oo-makers e
signing the Note and all thelr successors and assigns.

Deed of Trust. The words "Deed of Trust® mean this Deed of Trust among Grantor, Lender, and Trustee, and: :ncludes ‘ E
without limitation all assignment and security interest provisions relating to the Personal Property and Rents.

Default. The word "Default' means the Default set forth in this Deed of Trust in the section titled "Default”,
Event of Default. The words "Event of Default' mean any of the events of default set forth in this Deed of Trust in‘the
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; '_Ex:i"s_ti‘ng Indebtedness. The words “Existing Indebtedness" maan the indebtedness described in the Existing Liens
<" provision of this Deed of Trust.

“"Grantor, The word "Grantor" means KING FAMILY REVOCABLE LIVING TRUST, Donald A. King and Melissa A. King.

Guarantor: “The word "Guarantor" means any guarantor, surety, or accommedation party of any or all of the
{Indebtednes’s

"':Guaranty The word “Guaranty" means the guaranty from Guarantor to Lender, including without limitation a guaranty of
aII or.part of-the. Note.

Improvements “The. word *Improvements” means all existing and future improvements, buildings, structures, mobile
homes aﬁixed on the, Real Property, facilities, additions, replacements and other construction on the Real Property.

Indebtedness. The word “Indebtedness” means all principal, interest, and other amounts, costs and expenses payable
under the Note or Relatéd. Documents, together with all renewals of, extensions of, modifications of, consolidations of
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender to discharge
Grantar's abligations of expenses incwred by Trustes or Lender to enforce Grantor's obligations 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 “Note" mearis the promissory note dated June 13, 2007, in the original principal amount of
$1,895,800.00 from Borrower 1o Lender, together with all renewals of, extensions of, modifications of, refinancings of,
consolldatlons of, angd-substitutions “for the promissory note or agreement. NOTICE TO GRANTOR: THE NOTE
CONTAINS A VARIABLE INTEREST FtATE

Personal Property. The words "Parsonal Property" mean all equipment, fixtures, and other articles of personal property
now of hereafter owned by Grantor, and now or hereafter attached or affixed 1o the Real Properly; together with alf
accessions, parts, and additions to, all replacements of, and all substitutions for, any of such property; and together with
all issues and profits thersori: arid proceeds {including without limitation all insurance proceeds and refunds of premiums)
from any sale or other disposition of the Pmperty

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

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

Related Documents. The words “Related Documants" mean alfl promissory notes, credit agreements, loan agreements,
guaranties, security agreements, morigages, deeds :of . trust, security deeds, collateral morgages, and all other
instruments, agreements and doguments; whether now or hereafier sxisting, executed in connection with the
indebtedness; provided, that the envuronmental mdemmty agreements are not "Related Documents* and are not secured
by this Deed of Trust. ER

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

Trustee. The word "Trustee" means Westward F|nanc|al Servicas Corporation, whose mailing address is 1500 Cornwall
Avenug, Bellingham, WA 98225 and any substitute or successor trustees

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

GRANTOR:

By: :

i FAMILY REVOCABLE LIVING

Dhraid & King, @_liu}iy
X:

Wellssa & King, individually j

WARAARRY
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S, TRUST ACKNOWLEDGMENT
sm oA \

E )ss
couuw OF 5 KAETT )
On this \\—\T\* day of ~S U B 20 ©7\ | pefore me, the undersigned

Notary Pubhc personally appeared Donald A. King, Trustee and Melissa A. King, Trustee of KING FAMILY REVOCABLE
LIVING TRUST, and personaliy:known to me or proved to me on the basis of satisfactory evidence to be authorized trustees
or agents of the trust that.éxecuted the Deed of Trust and acknowledged the Deed of Trust to be the free and voluntary act
and deed of the trust, by atithority set forth In the trust documents or, by authority of statite, for the uses and purposes
therein mentioned, and orroath stated that they are authonzed to execute this Deed of Trust and in fact executed the Deed of

Trust on bm
ByL D, ”% lﬁﬂ@’& Residingat (IO A (oRTES

Notary Public in and for thBZte of Lv'ﬂ = o : My commission explres { (= €~ O%

“--___"--|.Np|\"r'|’:bqu\|'_iAGKNOWLEDGMENT

STATE OF LoD

COUNTY OF SKEAGTT

On this day before me, the undersigned Notary Public, personaliy appearad Donald A. King and Mefissa A. King, personally
known to me or proved to me on tha basis of satisfactory evidence to be the individuals described in and whe executed the

Deed of Trust, and acknowledged that they mgned the Deed of Trust as their free and voluntary act and deed, for the uses
and purposes therein mentioned.

Given under my hand and official seal this \L‘l T day of T e 20 O')

Bv(_.)ml‘\-—\"“ e Residingat Y FYCOYLTES

Notary Public in and for themf LA : :f_ My commission expires ‘o *(@;"DF]

REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undersigned is the legal owner and holder of ail indebtedness secured by th:s Deed of Trusl You are hereby requested,
upon payment of all suns owing to you, to reconvey without warranty, to the persons enutled thereto, the right, titte and
interest now held by you under the Deed of Trust.

Date: B_e_rygﬂclary: A
st
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