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CHICAGO TITLE GO,
e - . CONSTRUCTION DEED OF TRUST

DATE: September '2"4 .=-2db7

Reference # (if apphcable) |C41010 Additional on page
Grantor(s):
1. KNIGHT CONSTRUCTION & DESIGN LLC

Grantes(s) R
1. Whidbey Island’ Bank
2. CHICAGO TITLE .QOMPAN‘Y--—M;. Vernon, Trustee

Legal Description: LOT 2, BESSLER SP# ANA-05-002
Additional on page 2

Assessor's Tax Parcel ID#: 350127-4-009-0800

THIS DEED OF TRUST is dated September 24, 2007, among KNIGHT CONSTRUCTION &
DESIGN LLC; a Washington Corporation ("Grantor”); Whidbey Island Bank, whose mailing
address is CL SKAGIT - 3, 321 SE PIONEER WAY, P.0. BOX 1589, OAK HARBOR, WA 98277
(referred to below sometimes as "Lender" and sometlmes as "Beneficiary"); and CHICAGO
TITLE COMPANY-Mt. Vernon, whose mailing. address is 425 COMMERCIAL STREET, MOUNT
VERNON, WA 98273 (referred to below as "Trustee”),”
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DEED OF TRUST
{Continued) Page 3

) :Tb_r-egoing, Grantor will not remove, or grant to any other party the right to remove, any timber, minerals (including
.eil and gas}, coal, clay, scoria, soil, gravel or rack products without Lender's prior written consent.

' Berﬁbva] of Improvements. Grantor shall not demofish or remove any Improvements from the Real Property
.~ without kender’s prior written consent. As a condition to the removal of any Improvements, Lender may raquire
7 MBrantorita make arrangements satisfactory to Lender to replace such Impravements with Improvements of at least

¢ Jequal value.

:‘__‘Lendar;-"é ‘Fiighg te Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
-, reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance with the terms and conditions of this Deed of Trust.

Complince’. with - Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsoever who rent, leass or
otherwise use'or ocsupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental authorities applicable to the use or occupancy of the Property, inciuding without
limitation, the Americaris With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and withhold. compliance during any proceeding, including appropriate appeals, so long as Grantor has
notified Lefider’ iri, writirig” prier to doing so and so long as, in Lender's sole opinion, Lender's interests in the
Property are’not jeapardized: Lender may require Grantar to post adequate security or a surety bond, reasonably
satisfactory to Lender, tg'protect Lender's interest.

Duty to Protect. G;.ahtar""'agrees neither to abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to'those acts set-forth abave in this section, which from the character and use of the Property are
reasonably necessary tg protect and preserve the Property.

Construction Loan. |f some or all of the proceeds of the loan creating the Indebtedness are to be used to construct
or complete construction’of any lprovements on the Property, the Improvements shall be campleted no later than
the maturity date of the Note (or such.&arlier date as Lender may reasonably establish) and Grantor shail pay in full
all costs and expenses in coénnectioh with the work. Lender will disburse loan proceeds under such terms and
conditions as Lender may daem redspnably 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, amang
other things, that disbursemént-requests~besupported by receipted bills, expense affidavits, waivers of liens,
congteuction progress re.ports,"a‘hgj_:sxj\:h piher gocumemation as Lender may reasonably request.

DUE ON SALE - CONSENT BY LENDER.“Lender may, at Lender's option, (A} declare immediately due and payable all
sums secured by this Deed of Trust or {Bi" increase:the interest rate provided for in the Note or other document
evidencing the Indebtedness and impose such other gbnditions as Lender desems appropriate, upon the sale or transfer,
without Lender's prior written consent, of.all.or any paft of the Real Property, or any interest in the Real Property. A
"salg or transfer" means the conveyance of Real Property or any right, title or interest in the Real Property; whether
legal, beneficial or equitable; whether voluntary or-iivoluntary; whether by outright sale, deed, instaliment sale contract,
land contract, contract for deed, leaseheld intérest with a term greater than three (3) years, lease-option contract, or by
sale, assignment, or transfer of any beneficial intefest in or to any land trust holding title to the Real Property, or by any
ather method of conveyance of an interest in thé Real Property. .If any Grantor is a corporation, partnership or limited
liability company, transfer alse includes any change‘in ownership of more than twenty-five percent (25%) of the voting
stock, partnership interests or limited liability company interests,sag the case may be, of such Grantor. However, this
option shall not be exercised by Lender if such exercise is prohibited:by. federal law or by Washington law,

TAXES AND LIENS. The following provisions relating to t_;hé taxes.and liens on the Property are part of this Deed of
Trus1: P EA

Payment. Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer}, fines and impositions levied against.or an account of the Property, and shall
pay when due all claims for wark deone on or for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority over of equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not dug ‘and except!as otherwise provided in this Deed of
Trust. K A

Right to Contest. Grantor may withhold payment of any tax, assessment,.or claim in connection with a good faith
dispute aver the obligation to pay, so long as Lender's interest in the Property is:not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shail within fifteen {15} ddys-after the lien arises or, if a lien is filed,
within fifteen (15} days after Grantor has notice of the filing, secure __th;é. discharge of the fien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bond ‘oriather secyrity satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys' fées;.or other charges that could accrue as a
result of a foreclosure or sale under the lien, In any contest, Grantor-shall defend.itsetf and Lender and shall
satisfy any adverse judgment before enfarcement against the Property. Grantor shalt name Lender as an additional
obligee under any surety bond furnished in the contest proceedings. P

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfacto‘i_'y -gvidencg_of'payment of the taxes
or assessments and shall authorize the appropriate governmental official to deliver.to Lender at any time a written
statement of the taxes and assessments against the Property. : : :

Notice of Construction. Grantor shall notify Lender at least fifteen {15) days before any work is commenced, any
sefvices are furnished, or any materials are supplied to the Property, if any mechanic’s lign; materialmen’'s lien, or
other lien could be asserted on account of the work, services, or materials. Grantor-will-uporfequest of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay.the cost of such
improvements. ST S

PROPERTY DAMAGE INSURANCE. The follawing provisions relating to insuring the Property are'a part of this Deed of
Trust, L

Meintenance 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 ali Improvements on ‘the Real
Property in an amount sufficient to avoid application of any cainsurance clause, and with a stahdard miortgagee’
clause in favor of Lender. Grantor shail also procure and maintain comprehensive general liability insurance i sych
coverage amounts as Lender may request with Trustee and Lender being named as additional ingureds’in.such
liability insurance palicies. Additionally, Grantor shall maintain such other insurance, including but not limited i =
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policies shall be writteryin”

form, amounts, coverages and basis reasonably acceptable to Lender and issued by a company or companigs

reasonably acceptable to Lender. Grantar, upon request of Lender, will deliver to Lendsr from time to time the
policies or certificates 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 notice to Lender. Each insurance policy also .
shall inciude an endorsement providing that coverage in favor of Lender will not be impaired in any way by any act, .~

L
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DEED OF TRUST
{Continued) Page 5

:scﬁf Deed of Trust; (3) a tax on this type of Deed of Trust chargeable against tha Lander or the holder of the Note;
.And (4} a specific tax on all or any portion of the indebtedness or on payments of principal and interest made by
Grantor

] Subsequent Taxes. If any tax to which this section applies is emacted subsequent to the date of this Deed of
7 Arust, this event shall have the same effect as an Event of Default, and Lender may exercise any or all of its
“available remedies for an Event of Default as provided below unless Grantor either (1) pays the tax before it
: becomes delinquent, or {2} contests the tax as provided above in the Taxes and Liens section and deposits with

---Lender cash ora sufficient corporate surety bond or ather security satisfactory to Lender.

SECUR!T‘[ AGREEMENT FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a
security agreement are a part of this Deed of Trust:

Securmf Agreement This instrument shall constitute a Security Agreement 1o the extent any of the Property
canstitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
as amended from Aime'to time.

Security Interes"t Upon ‘Tequest by Lender, Grantor shall take whatever action is requested by Lender to perfect
and continyg’ Lerder's securlty interast in the Rents and Personal Property. In addition to recording this Deed of
Trust in the rsal property records, Lender may, at any time ant without further authorization from Grantor, file
executed counterparts, copiés or reproductlons of this Deed of Trust as a financing statement. Grantor shall
reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upaon default, Grantor
shall not remove, sever of detach the Personal Property from the Property. Upon default, Grantor shall assemble
any Personal Propeity.not. affrxed to the Property in a manner and at & 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 apphcab!e Iaw

Addresses. The malimg addresses of Grantor (debtor) and Lender (secured party) from which infarmation
concerning the security interest grantet:by this Deed of Trust may be obtained leach as required by the Uniform
Commercial Code) are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY IN FACT The following provisicns relating to further assurances and
attornay-in-fact are a part of this Deed of Trust

Further Assurances. At any tlme ang frorn tlme to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be madé, executed OF “delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, recordéd, refiled, or rerecorded, as the case may be, at such times and in such offices
and places as Lender may deem appropnate any: and all such morigages, deeds of trust, security deeds, security
agreements, financing statements, contifiuation statements, instrurments of further assurance, certificates, and
other documents as may, in the sole opinionof Lender be necessary or desirable in order to effectuate, complete,
petfect, continue, ar preserve (1) Grantor § obligations under the Note, this Deed of Trust, and the Related
Documents, and (2} the liens and securlty interests created by this Deed of Trust as first and prior liens on the
Property, whether now owned or hereafter, acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary in wntmg, Grantor shall reimbursi Lender for all costs and expenses incurred in connection with the
matters referred to in this paragraph. o 2

Attorney-in-Fact. If Grantor fails to do any of the things: retetred to in the preceding paragraph, Lender may do so
for and in the name of Grantar and at Grantor's expense.. For sueh purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purpose.of piaking, executlng, delivering, fiting, recording, and deing all
ather things as may be necessary of desirable, in Lender s sole oplnlon to accomplish the matters referred to in
the preceding paragraph. . A

FULL PERFORMANCE. If Grantor pays all the lndehtedness wher\ due, and otherwise performs ali the obligations
imposed upon Grantor under this Deed of Trust, Lender shall éxecité “and deliver to Trustee a request for full
reconveyance and shall execute and deliver to Grantor suitable statements of’ termlnatlon of any financing statement on
fila evidancing 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
tegally entitled thereto”, and the recitals in the reconveyance of any matters-or facts shall be conclusive proof of the
truthfulness of any such matters or facts. s

EVENTS OF DEFAULT. Each of the following, at Lender's option, shail constrtute an: Event of Default under this Deed
of Trust:

Payment Default. Grantor fails to make any payment when due under 't___he Indebted_nése:.

Other Defaults. Grantor fails to comply with or to perform any other ‘t&fm, obligatidn, covenant or condition
contained in this Deed of Trust or in any of the Related Documents or to-eamply with or to perfarm any term,
obligation, covenant or condition contained in any other agreement between Lender and Grantor

Compliance Default. Failure to comply with any other term, obligation, covenant or cendmon contained in this
Deead of Trust, the Note or in any of the Related Documents. ;

Default on Other Payments. Failure of Grantor within the time required by this Deed of Trust 0 make any payment
for taxes or insurance, or any other payment necessary to prevent filing of or to effett dlseharge of any lien.

Faise 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 false or mlsleadlng n: any materlal respect,
either now or at the time made or furnished or becomaes false or misleading at any time thereafter '

Dofective Collateralization. This Deed of Trust or any of the Related Documents ceases’ to be in fqu force and
effect (including failure of any collateral document to create a valid and perfected security . mterest or nen) at anv
timé and for any reason. ;

Insolvency. The dissolution or termination of Grantor's existence as a going business, the msolvency of Grantor,
the appaintment of a receiver for any part of Grantor's property, any assignment tor the benefit of creditors, apy
type of creditor workout, or the commencement of any proceeding under any bankruptcy or msolvency laws bv or:
against Grantor. :

Craditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, wheth"er by dtcnal

proceeding, self-help, repossession or any other method, by any creditor of Grantor or by any governmental agenty .~

against any property securing the Indebtedness. This includes 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 as to the validity or reasonableness of the claim which is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lender written notice of the creditor or farfeiture proceeding and deposits. with

Lender monies 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.
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DEED OF TRUST
(Continued) Page 7

:'prepanng and filing a map or plat of the Real Property, including the dedication of streets ar other rights to the
.public; (b} join in granting any easement or creating any restriction on the Real Property; and (¢) join in any
subordlnatlon ar other agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obllgatlons to Notify. Trustee shall not be obligated to notify any other party of a pending sale under any other
Arust deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless
P reqmred by applicable law, or unless the action or proceeding is brought by Trustee.

:‘._Trustee Trustee shall meet all qualifications required for Trustee under applicable law. In addition to the rights

", and-femédies’ et torth above, with respect to all or any part of the Property, the Trustee shall have the right to

“forecldse by notice and sale, and Lender shall have the right to foreciose by judicial foreclosure, in either case in
accordarice:with and to the full extent provided by applicable law.

Sucees._sbr"'ﬁustee__.* Lender, at Lender's option, may from time to time appoint a successor Trustee to any Trustee
appoirited under this“Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the
office of the ‘recarder ‘'of SKAGIT County, State of Washington. The instrument shall contain, in addition to all
other matters requtred 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, ard the mstrument shall be executed and acknowledged by Lender or its successors in interest. The
successor trustee, without'conveyance of the Property, shall succeed to all the title, power, and duties confarred
upon the Trustee in this Deed of Trust and by applicable law. This procedure for substitution of Trustee shall
govern to the excrusmn ofall other provisions for substitution.

NOTICES. Subject to apphcable Iaw, ‘and except for notice required or aflowed by law to he given in anather manner,
any natice required to“be given: Under this Deed of Trust, including without limitation any notice of default and any
notice of sale shall be given:in writing, and shall be effective when actuaily delivered, when actually received by
telefacsimile {unless otherwise requlred by law}, when deposited with a nationally recognized overnight courier, or, if
mailed, when depasited in the United States: anail, as first class, certified or registered mail postage prepaid, directed to
the addresses shown near the ‘beginning .of thls Deed of Trust. All copies of notices of foreclosure frem the holder of
any lien which has priority over.this Dead 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, specifying” that the-purpose of the notice is to change the party's address. For notice
purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address. Subject to applicable faw,
and except for notice required or allowéd by taw td be given in another manner, if there is more than one Grantor, any
natice given by Lender to any Grantor:is deemed to be notice given 1o ali Grantars.

MISCELLANEOUS PROVISIONS. The followmg mlscellaneous provisions are a part of this Deed of Trust:

Amendments. This Deed of Trust, together wrth ahy Related Documents, constitutes the entire understanding and
agreement of the parties as to the mattérs set forth in this Deed of Trust. No alteration of or amendment to this
Deed of Trust shall be effective unless 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 foripurposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request, a certified statement of'net operating income received from the Property during Grantor's
previous fiscal year in such form and detail as Lender shall require. “Net operating income" shall mean all cash
raceipts from the Property less all cash expenditures made it connectlon with the aperation of the Property.

Caption Headings. Caption headings in this Deed of Trust are ‘far convenience purposes only and are not to be
used to interpret or define the provisions of this Deed of Trust, ;

Merger. There shall be no merger of the interest or estate created by.this Deed of Trust with any other interest or
estate in the Property at any time held by or for the benefit. of Lender m eny capacity, without the written consent
of Lender.

Choice of Venue. |f there is a lawsuit, Grantor agrees upon Lender ] request to submit to the jurisdiction of the
courts of SKAGIT County, State of Washington. .

No Waiver by Lender. Lender shall not be deemed to have waived an\y rlghts under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or omisgion-dn.the part.of Lender in exercising any right
shafl operate as a waiver of such right or any other right. A waiver by Lender bf a:provision of this Deed of Trust
shall not prejudice or constitute & 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 dealing
between Lender and Grantor, shall constitute a waiver of any of Lender’s rights or’of any of Grantor's cbligations
as to any future transactions. Whenever the consent of Lender is required.under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute continuing.consent-to subsequent instances where
such consent is required and in all cases such consent may be granted or W|thheld in:the sole discretion of Lender.

Severability. If a court of competent jurisdiction finds any provision of this Deed “of Trust 1o be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the eftendmg provision_ illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the offending provision:shall be consrdered medified so
that it becomes legal, valid and enforceable. |If the offending provision cahnot be sg ‘modified, it shall be
considered deleted from this Deed of Trust. Unless otherwise required by law, the tllegallty, invalidity, or
unentorceability of any provision of this Deed of Trust shall not affect the legality, Va||dlt¥ or enforceabillty of any
other provision of this Deed of Trust. i .

Successors and Assigns. Subject to any limitations stated in this Deed of Trust an transfer of Grantor s interest,
this Deed of Trust shall be binding upen and inure to the benefit of the parties, their successors .and assigns. If
ownership of the Praperty becomes vested in a person other than Grantor, Lender, without noticé to Graptor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness bysway of-forpearance or
extension without releasing Grantor from the obligations of this Deed of Trust or Kability under the Endebtedness

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

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

DEFINITIONS. The following capitalized wards and terms shall have the following meanings when used in this D ed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawsfuil money.+
of the United States of America. Words and terms used in the singular shall include the plural, and the plural shall .-
include the singular, as the context may requrre Words and terms not otherwise defined in this Deed of Trust shau"

have the meanings attributed to such terms in the Uniform Commercial Code:

Bensficiary. The word "Beneficiary™ means Whidbey Island Bank, and its successors and assigns. .
Borrower. The word "Borrower” means KNIGHT CONSTRUCTION & DESIGN LLC and includes alt co-signers and”

WA
Skagit County Auditor
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DEED OF TRUST
{Continued) Page 9
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Cn this ﬂs day of %WW Sy . 20 ©77 | before me, the undersigned
T

Notary Publie; personally appeared PA

AKA: WESLEY ‘P KNIGHT, Manager of KNIGHT CONSTRUCTION & DESIGN LLC, and personally known to me or
proved t¢ me on the basis of satisfactory evidence to be an authorized agent of the corporation that executed the Deed
of Trust and acknowiedged the Deed of Trust to be the free and voluntary act and deed of the carporation, by authority
of its Bylaws or by’ resolutlon of its board of directors, for the uses and purposes therein mentioned, and on cath stated
that he or she 5 algh rlzed 16 giecute this Deed of Trust and in fact executed the Deed of Trust on behalf of the

corporationy
By / - — Residing at{ ;6"/’(522 f!/,&;)’ ’4

Notary Public in and fdtf_'thé State of L(.) / i} My commission expires \j o b !/

REO.UEST FQR FULL RECONVEYANCE

To: i , Trustee

The undersigned is the legal owner and holder cf all indebtedness secured by this Deed of Trust. You are hereby
requested, upen payment of all sums owirig to you, to. reconvey without warranty, to the persons entitled thereto, the
right, title and interest now held by you under the Deed of Trust.

Date: b g s Beneficiary:
. By:
fts:
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