RETURN ADDRESS:
~" . PEOPLES BANK
o MOUNT VERNON OFFICE

¢ . MOUNT VERNON, WA
;798273

fmmmmmmmmm

Skag;t County AUdItOI’
:1801 RIVERSIDE DRIVE Ak 612004 Page

) 71_7°_f7 911:25aW

CHICAGO TITLE Ic30048 v
CONSTRUCTION DEED OF TRUST

DATE: March 12, 2064-

Reference # {(if appllcable}
Grantor(s):
1. RUBICON DEVELOPMENT L L.C.

Grantee(s}
1. PEOPLES BANK .~ |
2. Chicago Title Insura“ncé Co.uTiUStee
Legal Description: LOT C16, MADDOX CREEK P U.D. PHASE 3

Assessor's Tax Parcel ID#: 4756- 003 016 0000 (P117009)

Additional on page

Additional on page 2

THIS DEED OF TRUST is dated March 12;. 2004, among RUBICON DEVELOPMENT, L.L.C., A
WASHINGTON LIMITED LIABILITY COMPANY, whose address is 310 CASCADE PLACE,
BURLINGTON, WA 98233 ("Grantor"); PEOPLES .BANK, whose mailing address is MOUNT
VERNON OFFICE, 1801 RIVERSIDE DRIVE, MOU-N]?--"VE’B_N_ON, WA 98273 ireferred to below
sometimes as "Lender” and sometimes as "Benéficiary"}; and Chicago Title Insurance Co.,
whose mailing address is 839 S BURLINGTON BLVD BURLINGTON WA 98233 {referred to

below as "Trustee").
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DEED OF TRUST
" Loan No: 5025976-201 (Continued) Page 3

{ {all costs and expenses in connection with the work. Lender will disburse loan proceeds under such terms and

P ~conditions as Lender may deem reasonably necessary to insure that the interest created by this Deed of Trust shall

Have prlonty over all possible liens, including those of material suppliers and workmen. Lender may require, among

y other thrngs, that disbursement requests be supported by receipted hills, expense affidavits, waivers of liens,
constructlon 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 Deed of Trust or (B) increase the interest rate provided for in the Note or other document
evrdencmg the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without“Lendet’s prior-written consent, of all or any part of the Real Property. or any interest in the Real Property. A
*sale or transfer™ means the conveyance of Real Property or any right, title or interest in the Real Property; whether
legal, benefigial or'eduitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract,
land contract, gontract. fordeed, 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 convevaﬂce of ‘an interest in the Real Praoperty. If any Grantor is a corporation, partnership or limited
liability company, transfer also |ncludes any change in ownership of more than twenty-five percent {25%)} of the voting
stock, partnership interests or hmr_ted liability company interesis, as the case may be, of such Grantor. However, this
option shall not be exercised bv Lender if such exercise is prohibited by federal law or by Washington law.

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

Payment. Grantor sh_aﬂ p_ay when_ _du"e.:_[and in all events prior to delinquency} all taxes, special taxes, assessments,
charges (including water and sewery; fines and impasitions levied against or on account 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 free of allliens having priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien: of taxes and assessments not due and except as otherwise provided in this Deed of
Trust. A

Right to Contest. Grantor may W'ithhdld bayment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay,-8c_léng 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 2 lien is filed,
within fifteen {15) days after Grantqr hiés notite of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or'a sufficient gorporate 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 foreciosure or sale under the:lien: In arly: contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement againit the Praperty. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the cantest 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 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 Leridet at least fiftéen {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 wark, servicés,-or materials and the cost exceeds $1,000.00,
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 prowsrons relatlng to msurlng the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and marmam pollcles of flre insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value'cdvering all Improvements on the Real
Property in an amount sufficient to avoid application of any cainsurance clagse, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general liahility insurance in such
coverage amounts as Lender may request with Trustee and Lender being. named as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain siich othet msurance, including but naot limited to
hazard, business interruption, and beiler insurance, as Lender may reasonably requlre. Policies shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender @ng’issued;by a company or companiss
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to.Lender from time to time the
policies or certificates of insurance in form satisfactory to Lender, mcludmg stlpulatmns that coverages will not be
cancelled or diminished without at least thirty (30) days prior written notice'ta.Lender. -Eaeh insurance policy alse
shall include an endorsement providing that coverage in favor of Lender wili-not be |rnpa|red in any way by any act,
omission or default of Grantor or any other person, Should the Real Property be located in an area designated by
the Director of the Federal Emergency Management Agency as a special flood hazard area;. Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, within 45 days after notrce is given. by Lender that the
Property is located in a special flood hazard area, for the full unpaid principal balance of the lpan and any prior liens
on the property securing the lean, up to the maximum policy limits set under the National Flood., Insurance Program,
or as otherwise required by Lender, and to maintain such insurance for the term of the.loan. * ;

Application of Proceeds. Grantor shall promptly notify lender of any loss or damage to’ the Property if the
estimated cost of repair or replacement exceads $1,000.00. Lender may make proof of loss:if, Grantor fails to do
so within fifteen {15) days of the casualty. Whether or not Lender's security is impaired; Lendar may; at:Lender’s
election, receive and retain the proceeds of any insurance and apply the proceeds to the.réduction of the
Indebtedness, payment of any lien affecting the Property, or the restoration and repair of thé Preperty I Lender
elects to apply the proceeds to restoration and repair, Grantor shall repair or replace the damaged orf” destroyed
Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of stich expendrture pay
or reimburse Grantor from the proceeds for the reasonabie cost of repair or restoration if Grantoris ndt 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 tha repair or restoration of the Praperty shall be used first to pay any: amount™:
owing to Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be applied -

to the principal balance of the Indebtedness. If Lender holds any proceeds after payment in full of
Indebtedness, such proceeds shall be paid without interest to Grantor as Grantor's interests may appear.

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

to Lender a report on each existing policy of insurance showing: {1) the name of the insurer; {2) the risks’

insured; (3) the amount of the policy; (4) the property insured, the then current replacement value of guch

property, and the manner of determining that value; and {5} the expiration date of the policy, Grantor shall, ‘uper
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement cost

of the Property.
W

Skagit County Auditor
‘am e8/2004 Pug= 8 of e1 1:25AM
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DEED OF TRUST
" Loan No: 5025976-201 (Continued) Page 5

: ) Q'on}rnercial Code) are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assurances and
atturnev |n -fact are a part of this Deed of Trust:

Further Assurances At any time, and from time to time, upon request of Lender, Grantor will make, execute and
.dellver or W|II cause to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
t.ender, caise to be filed, recorded, refiled, or rerecorded, as the case may bs, at such times and in such offices
and places 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'ddcurrents as ‘may, in the sole opinion of Lender, be necessary or dasirable in order to effectuate, complete,
perfect, eon_tmue or preserve (1) 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 as first and prior liens on the
Property; whether:now dwned or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary in wrmng, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to: in thas paragraph

Attorney-in-Fagt. If Gra_ntor;”falls to do any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor..and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney in-fact for the purpose of making, executlng, delivering, filing, recording, and doing all
other things as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph -

FULL PERFORMANCE. if Granter pays. eII the Indebtedness when due, and otherwise performs all the obligations
imposed upon Grantor under Ahis” Deed of Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shall execute and deliver to Grantor suitable 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 applicablé law. The grantee in any reconveyance may be described as the "person or persons
legally entitled thereto”, and the remtals in: the ‘Teconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or ‘facts, :

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

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

Other Defaults. Grantor fails to comply wn‘.h 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 contamed in any: other agreement between Lender and Grantor.

Compliance Default. Failure to comply wuth any ‘other term, obligation, covenant or condition contained in this
Deed of Trust, the Note or in any of the Rélated Documents. If such a failure is curable and if Grantor has not
heen given a notice of a breach of the same provision of this Deed of Trust within the preceding twelve {12}
months, it may be cured (and no Event of Default.will have occurred) if Grantor, after Lender sends written notice
demanding cure of such failure: (a) cures the failyre within fiftéen {15} days; or (b} if the cure requires more than
fifteen (15) days, immediately initiates steps sufficient to cure the. failure and thereafter continues and completes
all reasonable and necessary steps sufficient to produce cgmpliange ‘as soon as reasonably practical.

Default on Other Payments. Failure of Grantor within the t'rf'ne reqdired by this Deed of Trust to make any payment
for taxes or insurance, or any other payment necessary:to- prevent fllmg of or to effect discharge of any lien.

False Statements. Any warranty, representation or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Deed of Trust or the Related Decuments |e__‘__false__or misleading in any material respect,
either now or at the time made or furnished or becomes false or rrisleading: at any time thereafter.

Defective Collateralization. This Deed of Trust or any of the Refated Documents ceases to be in full force and
effect {including failure of any collateral document to create a vahd and perfected security interest or lien} at any
time and for any reason. . IR

Death or Insolvency. The dissolution of Grantor's {regardless of whether electlon to continue is made), any
member withdraws from the limited liability company, or any other termipation’ 6f Grantor's existence as a going
business or the death of any member, the insolvency of Grantor, the appgintment of a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any type of creditor workout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or agaihst Grantor,

Creditor or Forfeiture Proceedings. Cormmencement of foreclosure or forfelture proceedmgs whether by judicial
proceeding, self-help, repossession or any other method, by any creditor of Granitor of by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of~any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event of Default shall not'apply if“there is a goad faith
dispute by Grantor as to the validity or reascnableness of the claim which is the: basis of the.creditor or forfeiture
proceeding and if Grantor gives Lender written notice of the creditor or forfelture proceedlng and deposits with
Lender monies or a surety bond for the creditor or forfeiture proceeding, in an amount determmed by Lender, in its
sole discretion, as being an adequate reserve or bond for the dispute. ;

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace pericd provided therein, including without: Irmltatlon any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now, or Iater

Events Affecting Guarantor. Any of the preceding events occurs with raspect to any Guaramor of any "of the
Indebtedness or any Guarantor dies or bacomes incompetent, or revokes or disputes the vahdltv of; or J|ab|||ty
under, any Guaranty of the Indebtedness. In the event of a death, Lender, at its option, may, but shall not: be
raquired to, permit the Guarantor's estate to assume unconditionally the obligations arising under the guarantv |n a
manner satisfactory to Lender, and, in doing so, cure any Event of Default, L

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender belleves the
prospect of payment or performance of the Indebtedness is impaired. : ;

Insecurity. Lender in good faith believes itself insecure,

Right to Cure. If such a failure is curable and if Grantor has not been given a notice of a breach of the same
provision of this Deed of Trust within the preceding twelve {12) months, it may be cured {and no Event of Default
will have occurred) if Grantor, after Lender sends written notice demanding cure of such failure: [a) cures the.-
failure within fifteen {15) days; or (b} if the cure requires more than fifteen (15) days, immediately initiates Stepg
sufficient to cure the failure and thereafter continues and completes all reasonable and necessary steps sufficient
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DEED OF TRUST

|__._n’a_{h':ifNo: 5025976-201 (Continued) Page 7

govern to the exclusion of all other provisions for substitution.

NOTICES Subject to applrcable law, and except for notice required gr allowed by law to be given in ancther manner,
any” notice Jequired to be glven under this Deed of Trust, including without Wimitation any notice of default and any
rigtices of-sale ‘shall be given in writing, and shall be effective when actually delivered, when actually received by
telefacsnrmle {unless otherwise required by law), when deposited with a nationally recognized overnight courier, or, if
marled when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addresses Shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien ‘which has pr|or|ty over this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed. of Frust:" 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, Grafitor agrees-to, keep Lender informed at all times of Grantor's current address. Subject to applicable law,
and except for notice required or allowed by law to be given in another manner, if there is more than one Grantor, any
notice given by Lenderto any Grantor is deemed to ba natice given to all Grantors.,

CONSTRUCTION LOAN: PROV.!SION. NOTWITHSTANDING THE STATEMENT HEREIN THAT THIS DEED OF TRUST
SECURES ANY OF THE RELATED:DOCUMENTS REFERRED TO IN THE CONSTRUCTION LOAN AGREEMENT, OR ANY
OTHER PROVISION HEREIN, THIS DEED OF TRUST DOES NOT SECURE THE HAZARDOUS SUBSTANCES
CERTIFICATE AND INDEM!NITY EXECTUED BY GRANTOR,.

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

Amendments. This Deed of Trust “together with any Related Documents, constitutes the entire understanding and
agreement aof the partres ‘as 10 the matters set farth 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 saught to be charged or
bound by the alteration orxamendment

Annual Reports. If the P-_roperty is "us”ec‘l,.for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request, a certified. statemént:of net operating income received from the Property during Grantor's
previous fiscal year in such form.‘and: detdil as Lender shall require. "Net operating income™ shall mean all cash
receipts from the Property less all cash expenditures made in connection with the operation of the Property.

Caption Headings. Caption headmgs in this Desd of Trust are for convenience purposes anly and are not to be
used to interpret or define the prowsmns of thls Deed of Trust.

Merger. There shall be no merger of.the |nterest or estate created by this Deed of Trust with any other interest or
estate in the Property at any time held by or far the heneflt of Lender in any capacity, without the written consent
of Lender. :

Governing Law. This Deed of Trust will"be‘ go_ve'rr_red by, construed and enforced in accordance with federal law
and the laws of the State of Washlngton Th_is" Deed of Trust has been accepted by Lender in the State of
Washington.

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

No Waiver by Lender. Lender shall not be deemed to have wewed any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay-or ofission on the part of Lender in exercising any right
shall operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lendet’s nght otherwise to demand strict compliance with that
provision or any other provision of this Deed of Trust, No prior Avaiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of. any-of Lénder's rights or of any of Grantor's obligations
as to any future transactions. Whenever the consent of Lender is; reqmred under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute contmumg consent to subsequent instances where
such consent is required and in all cases such consent may be granted ar wrthheld in the sole discretion of Lender.

Severability. If a court of competent jurisdiction finds any prowslon of thas Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall notmake the effendmg pravision illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the offending provision:shall be considered modified so
that it becomes legal, valid and enforceable. If the offending “provision’ canpot- be so maodified, it shall be
considered deleted from this Deed of Trust. Unless otherwisae required by law, the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affect the legahty, vahdlty or enforceability of any
other provision of this Deed of Trust. S

Successors and Assigns. Subject to any limitations stated in this Deed ef Trust on transfer of Grantor’s interest,
this Deed of Trust shall be binding upon and inure to the benefit of the partigs: their successors and assigns. |If
ownership of the Property becomes vested in a person other than Grantor, Lender, W|thout notice to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or hablllty under the Indebtedness.

Time is of the Essence. Time is of the essence in the performance of this Daed of. T‘ ust

Waive Jury. All parties to this Deed of Trust heraby waive the right to

1n any actlcm preceedlng. or
counterclaim brought by any party against any other party. (Initial Here I

Waiver of Homestead Exemption. Grantor hereby releases and waives all rlghts and benefrts of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust. s

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used |n thls Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in Iawful money
of the United States of America. Words and terms used in the singular shall include the plural/and the’ plural shall
include the srngular as the context may require. Words and terms not otherwise defined in this Deed o Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code:

Beneficlary. The word "Benefigiary” means PEOPLES BANK, and its successors and assigns.

Borrower. The word "Borrower” means RUBICON DEVELOPMENT, L.L.C. and includes all co- srgners and ;::'
co-makers signing the Note. :

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 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 events of default section of this Deed of Trust.
UM
200403160049
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DEED OF TRUST
i Loan No: 5025976-201 (Continued) Page 9

REQUEST FOR FULL RECONVEYANCE

ETE . Trustee

The undersigned. is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby
requested, upon_,’pgyment of all sums owing to you, to reconvey without warranty, to the persons entitled thereto, the
right;: title and intérest now held by you under the Deed of Trust.

Date: = " S Beneficiary:
— . By:
Its:
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