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CONSTRUCTION DEED OF TRUST

DATE: June 1, 2013

Reference # (if appllcable) Additional on page
Grantor(s):
1. BYK CONSTHUCTION INC

Grantee(s) =
1. PEOPLES BANK _
2. Chicago Title Insurance Co Trustee

Legal Description: Lot 181 NOOKACHAMP HILLS PUD PHASES 3 & 4
: . Additional on page 2

Assessor's Tax Parcel ID#: P1 27734-- {549.6'3;000-1 81-0000

THIS DEED OF TRUST is dated June ‘1; 2013, among BYK CONSTRUCTION, INC, A
WASHINGTON CORPORATION, whose address is 120 LILLY LANE, MOUNT VERNON, WA
98274 ("Grantor”); PEOPLES BANK, whose mailing address is MOUNT VERNON OFFICE, 1801
RIVERSIDE DRIVE, MOUNT VERNON, WA 98273 (referred to below sometimes as "Lender”
and sometimes as "Beneficiary”); and Chicago Title Insurance Co., whose mailing address is
425 Commercial, Mount Vernon, WA 98273 (refetred to below as "Trustee”).
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DEED OF TRUST
~ Loan No: 5038478-204 (Continued) Page 3

# » Construction Loan. If some or alf of the proceeds of the loan creating the Indebtedness are to be used to construct
¢ i~ or.domplete 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 Grantor shall pay in full
* all'costsand. expenses in connection with the work. Lender will disburse loan proceeds under such terms and
Gondrtlons 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
gther things, ‘that disbursement requests be supported by receipted bills, expense affidavits, waivers of liens,
construction.progress reports, 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
sums secured by this Dged of Trust or (B} increase the interest rate provided for in the Note or other document
evidencing the Indebtedness. and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's prior written. consent, of all or any part of the Real Praperty, or any interest in the Real Property. A
"sale or transfer” means thé ¢onveyance of 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, contractfor deed; Eeasehold interest with a term greater than three {3} years, ipase-option contract, or by
sale, assignment, or: transfer of anv heneficial interest in or to any land trust holding title to the Real Property, or by any
other method of conyeyance ‘of an interest in the Real Property. If any Grantor is a corporation, partnership or limited
liability company, transfer also ingtudes any change in ownership of more than twenty-five percent {25%} of the voting
stock, partnership interests or kmited liability company interests, as the case may be, of such Grantor. However, this
option shall not be exercised. By Lende.r 4f. such exercise is prohibited by federal law or by Washington law.

TAXES AND LIENS. The followrng prowsaons relating to the taxes and liens on the Property are part of this Deed of
Trust;

Payment. Grantor shall pfry when due (tand in all events prior to delinguency) all taxes, special taxes, assessments,
charges {including water and-sewer), fines: and lmposmons levied against or on account of the Property, and shall
pay when due all claims for.work: done an or for services rendered or material furnished to the Property. Grantor
shall maintain the Property frée-of all hens having priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien ot taxes an_ assessments not due and except as otherwise provided in this Deed of
Trust. =

Right to Contest. Grantor may wi't'hho-ld "'pa\rmé'nt__--c')f any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long*as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor:shafl within fifteen (15) days after the lien arises or, if a lien is filed,
within fifteen (15) days after Grantor has ‘notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclosure or sale under the lien: In"any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcernent against the Property. Grantar shall name Lender as an additional
obligee under any surety bond furnished in the'cdntest proceedings.

Evidence of Payment. Grantor shall upon demand’ furmsh to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governrnental offlmal to deliver to Lender at any time a written
statement of the taxes and assessments against the Propertv )

Notice of Construction. Grantor shall notify Lender at Ieast flﬂeen (15} days before any work is commenced, any
services are furnished, or any materials are suppliad to.thé Propertv, if any mechanic’s lien, materialmen's lien, or
other lien could be asserted on account of the work, sérvices, or' materials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements, -

PROPERTY DAMAGE INSURANCE. The following prowsmns relatlng tn msunng the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain po'licies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full msurable valiie covering alt Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance“Clavse, 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 mamed as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain such othér insurance, mcludmg but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably requiré,: Pglicies shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender and ‘issued by.4 company or companies
reasonably acceptable to Lender. Grantor, upon request of Lender, will déliver-to Lendet from time te 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 thirty (30) days prior written notice to Lender. Each ifsurance policy also
shall include an endorsement providing that coverage in favor of Lander will not be impaired.ifi any way by any act,
omission or default of Grantor or any other person. Should the Real Property be located-in an ares designated by
the Director of the Federal Emergency Management Agency as a special floed hazard area, Grantor agrees to
obtain and maintain Federal Flood insurance, if available, within 45 days after noticé is given by Lender that the
Property is located in a special flood hazard area, for the full unpaid principal balance of the loarn’ and any prier liens
on the property securing the loan, up to the maximum policy limits set under the National: quod Insurance Program,
or as otherwise required by Lender, and to maintain such insurance for the term of the loai:

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Propertv Lender may
make proof of loss if Grantor fails to do so within fifteen {15) days of the casualty. Whether ‘or-hot Lender's
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any insyrance-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’ sha!l repair.pr
replace the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender. shatl, upon
satisfactory proof of such expendlture, pay or reimburse Grantor from the proceeds for the reasonable cost of*

repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have not been _;:
disbursed within 180 days after their 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.fholds . .
any proceeds after pasyment in full of the Indebtedness. such proceeds shall be paid without interest to Grantor a8 :
Grantor's interests may appear. i

Grantot's Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furmsh*

to Lender a report on each existing policy of insurance shawing: (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

T
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DEED OF TRUST
* Loan No: 5038478-204 {Continued) Page 5

Addresses The mailing addresses of Grantor {debtor) and Lender (secured party) from which information
‘coricerning the security interest granted by this Deed of Trust may be obtained {each as required hy the Uniform
Commercral Code} are as stated on the first page of this Deed of Trust.

FUBTHER ASSURANCES ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorney-m -fact dre. a part of this Deed of Trust:

Fuither Ass‘drénces At any time, and from time to time, upon request of Lender, Grantor wiill make, execute and
deliver, o 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 plates as Lender. may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing: statements, continuation statements, instruments of further assurance, certificates, and
other documents as may, in the sole opinien of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, ior preserve (1} Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and {2} the tiens and security 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 wrltmg, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to'in thls paragraph

Atturnev-m-Faet if Granmr far'.s 1o do any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantgr and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact.for the purpose of making, exeguting, delivering, filing, recording, and deing all
ather things as may be necessary or desrrahle in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph. :

FULL PERFORMANCE, If Grantor pays e‘ll the Indebtedness when due, and otherwise performs all the obligations
imposed upon Grantor under ‘this Deed “of Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shall executeand deliver’ 10: Grantor suitable statements of termination of any financing statement on
file evidencing Lender's security interest in the Rénts 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 entitled thereto", and the recnals in“the rec_qr_weyance of any matters or facts shall be conclusive proof of the
truthfuiness of any such matters or facts: -

EVENTS OF DEFAULT. Each of the followmg, &t Lender s option, shall constitute an Event of Default under this Deed
of Trust:

Payment Dafault. Grantor fails to make any payment-'\}chen due under the Indebtedness.

Other Defaults. Grantor fails to eomplv with or to perform any other term, obligation, covenant or condition
contained in this Deed of Trust or in any-6f the Related Documents or to comply with or to perform any term,
obligation, covenant or condition contained infany other agreement between Lender and Grantor.

Compliance Default. Failure to comply with an'y other term, obligation, covenant or condition contained in this
Deed of Trust, the Note or in any of the Related Documents

Default on Other Payments. Failure of Grantar W|th|n the time: requrred by this Deed of Trust to make any payment
for taxes or insurance, or any other payment necessary to prevent:fiing of or to effect discharge of any lien,

False Statements. Any warranty, representation or stafen‘ient made or furnished to Lender by Grantor or on
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 mlsleadmg at any time thereafter.

Defective Collateralization. This Deed of Trust or any of the Reiated ‘Ddsuments ceases to be in full force and
effect {including failure of any collateral document to create a valld and perfected security interest or lien) at any
time and for any reason.

Insolvency. The dissclution or termination of Grantor's existenc’e 'as a going business the insolvency of Grantor,
the appointment of a receiver for any part of Grantor's property; any asmgnment for the benefit of creditors, any
type of creditor workout, or tha commencement of any proceedlng under a 1 bankruptcv or insolvency laws by or
against Grantor, o .

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfaitsire prOceedrngs, whether by judicial
proceeding, self-help, repossession or any ather method, by any creditor of Grantor of by any governmental agency
against any property securing the Indebtedness. This includes a garriishment 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 creditar or forfeiture
proceading and if Grantor gives Lender written notice of the creditor or forfsitiire proceedlng and deposits with
Lender monies or a surety bond for the creditor or forfeiture proceeding, in an emount determined by Lender, in jts
sole discretion, as being an adequate reserve or bond for the dispute. L

Breach of Other Agreement. Any breach by Grantor under the terms of any ether agreemen : between Grantor and
Lender that is not remedied within any grace period provided therein, including wrthout limitatisn any agreement
concerning any indebtedness or other obligation of Grantar to Lender, whether existing-now OF Iater

Events Affecting Guarantor. Any of the preceding events accurs with respect to any guarantor endorser, surety,
or accommodation party of any of the Indebtedness or any guarantor, endarser, surety,-.or accommodatnon party
dies or becomes incompetent, or revokes or disputes the validity of, or liability under, any Guarentv of the
Indebtednass. i

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender belreves ‘the
prospact of payment or performance of tha 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 glven a: netlce
of a breach of the same provision of this Deed of Trust within the preceding twelve (12) months, it may ‘be clred if
Grantor, after Lender sends written notice to Grantor dermnmanding cure of such default: (1) cures the default w1th|n
fifteen {15} days; or (2} if the cure requires more than fifteen (15) days, immediately initiates steps which Léndsr’ ¢
deermns in Lender's sole discretion to be sufficient to cure the default and thereafter continues and completes all
regsonable and necessary steps sufticient 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.'.u__.:" '
Trustee or Lender may exercise any one or more of the following rights and remedies:

Election of Remedias. Election by Lender to pursue any remedy shall not exclude pursuit of any ather remedy, and
an election to make expenditures or to take action to perform an obligation of Grantor under this Deed of Trust,
aftar Grantor's failure to perform, shall not affect Lender's right to declare a default and exercise its remedies.
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A DEED OF TRUST
“ Loan No: 5038478-204 (Continued) Page 7

the, addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any-liep“which has priority over this Deed of Trust shall ba 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
notwe to the-other parties, specifying that the purpose of the notice is to change the party's address. For notice
purpodes, Grantor agrees to keep Lender informed at all times of Grantor's gurrent 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
noticé given by Eender to any Grantor is deemed to be notice given to all Grantors.

CONSTRUCTION LOAN, PROVISION. NOTWITHSTANDING THE STATEMENT HEREIN THAT THIS DEED OF TRUST
SECURES. ANY OF-THE RELATED DOCUMENTS REFERRED TQ IN THE CONSTRUCTION LOAN AGREEMENT, OR ANY
OTHER PROVISION" RHEREIN, THIS DEED OF TRUST DOES NOT SECURE THE HAZARDOUS SUBSTANCES
CERTIFICATE-AND: INDEMINITY EXECTUED BY GRANTOR.

MISCELLANEQUS 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 understanding and
agreement of the parties as ‘to the matters set forth in this Deed of Trust. No alteration of or amendment to this
Deed of Trust shall-be effective unless given in writing and signed by the party or partiss sought to be charged or
bound by the elt_eration or amendment.

Annual Reports. If the F'reperty is uged for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request, a certlfled statement of net operating income received from the Property during Grantor's
pravious fiscal year in such form“and detall as Lender shall require. "Net operating income” shall mean all cash
receipts from the Pro;jertyi les$ all-cash expenditures made in connection with the operation of the Praperty.

Caption Headings. Céptiuﬁ h‘e"adings-:iri this Deed of Trust are for convenience purposes only and are not to be
used to interpret or define"the provisir.ins of this Deed of Trust.

Merger There shail 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 tlme held by of for the benefit of Lender in any capacity, without the written consent

of Lender. S ttmmlm,,
Governing Law. This Deed of Trust, ‘will be gevernad by federal law applicable to i)tftent not
preempted by federal law, the laws of the State of Washington without regard tQ ‘ cf oj dpswns
This Deed of Trust has bean accepted’ by Lerlder in the State of Washington. ‘p ’ ..;

-

Choice of Venue. If there is a Iawsurt Grantor agrees upon Lander's request ,@ submlt th&lsdmtron okthe
courts of SKAGIT County, State of Washmgton S — :

No Waiver by Lender. Lender shall not be deemed’ to have waived any rights uqder this De st unless mch
waiver is given in writing and signed by Larider.” No delay or omission on the p-‘ﬂt of 1 de ght
¢ n of thr & rust

f‘luﬁ) R that

114

shall operate as a waiver of such right or any other right. A waiver by Lender of@. 2
shall not prejudice or constitute a waiver of ‘Lender's right otherwise to dem ‘{i

provision or any other provision of this Deed:of Trust. No prior waiver by Len deallng
between Lender and Grantor, shall constitute a“waiver of any of:Lender's rights or of é’m gﬂa‘obllgatlons
as to any future transactions. Whenever the corisent of Lender is required under this Deed o ust the granting

of such consent by Lender in any instance shall not constifute sontinuing consent to subsequent instances where
such consent is required and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Sevorability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible'. the effendmg provision shall be considered modified so
that it becomes legal, valid and enforceable. [f the offending provision cannot be so modified, it shall be
considered delsted from this Deed of Trust. Unless otherwisé reguired by law, the illegality, invalidity, or
unanforceability of any provision of this Deed of Trust shall not affect the Iegellty, validity or enforceability of any
other provision of this Deed of Trust. ;

Successors and Assigns. Subject to any limitations stated in thrs Deed of Tri.rst on 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 Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantar's successors with reference to this Deed of Trust and the’ Indebtedness by way of forbearance or
extension without releasing Grantor from the abligations of this Deed of Trust or Ilablllty under the Indebtedness.

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

Waive Jury. Al parties to this Deed of Trust hereby waive the right to
counterclaim brought by any party against any other party. {Initial Here

"\,ury trlal in any action, proceeding. or
)

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 securad by this: Deed of Trust

DEFINITIONS. The following capitalized words and terms shall have the following meanlngs when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in‘lawful money
of the United States of America. Words and terms used in the singular shall include ths plural; ard the plural shall
include the singular, as the context may require. Words and terms not otherwise defined |n h|s Dead of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code: : :

Beneficiary. The word "Beneficiary” means PEQPLES BANK, and its successors and assigns_._

Borrower. The word "Borrower™ means BYK CONSTRUCTICN, INC and includes all co-sig‘he:rs '*e_nd' cp«‘r':rta&kers
signing the Note and alf 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 provisions relating to the Personar Propertv and
Rents. L :

Default. The word "Default" means the Default set farth 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 gf Trust
the events of default section of this Deed of Trust. .

Grantor. The word "Grantor” means BYK CONSTRUCTION, INC.

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

Improvements. The word "Improvements™ means all existing and future improvements, buildings, structures
mobile homes affixed on the Real Property, facilities, additions, replacements and other construction an the Real

RN
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