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1. GARY McCOHMICK HOMES INC.

Grantee(s)
1. Frontier Bank EArs
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Legal Description: PTN. LOTS 8—10 BLOCK 135 "FIRST ADDITION TO BURLINGTON"
{AKA LOT 1BU RL—3—O1) T . Additional on page 2
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THIS DEED QOF TRUST is dated May 5, 2004, among GARY McCORMICK HOMES, INC., A
WASHINGTON CORPORATION, whose address is. 15211 123rd AVENUE SE, SNOHOMISH
WA 98290 ("Grantor"); Frontier Bank, whose malllng address is Marysville, 1020 State Ave.,

PO Box 228, Marysville, WA 98270 (referred to below sometimes as “"Lender" and
sometimes as "Beneficiary"); and FIRST AMERICAN TITLE COMPNAY OF SKAGIT COUNTY,
whose mailing address is 1301-B RIVERSIDE DRIVE MOUNT VEFINON WA 98273 (referred
to below as "Trustee”). —
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CGNVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trusiee in trust with power of sale, right
‘of entry.@nd possession and for the benefil of Lender as Beneficiary, all of Grantor's right, fitle, and interest in and to the
following désciibed real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixturas; all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch o irgation rights); and all other rights, royalties, and profits relating to the real prope , including without limitation
all minerals, oil, gas, geothermal and similar matters, {the "Real Property") located in KAGIT County, State

of Washmgton'

LOT 1, SHORT PLAT BURL-3-01, APPROVED MARCH 19, 2004, RECORDED MARCH 23,
2004 UNDER SKAGIT COUNTY AUDITOR’S FILE NO. 200403230030; BEING A PORTION
OF LOTS 8, 9, AND 10, BLOCK 135, "FIRST ADDITION TO BURLINGTON, SKAGIT
COUNTY, WASHINGTON", AS PER PLAT RECORDED IN VOLUME 3 OF PLATS, PAGE 11,
RECORDS OF SKAGIT COUNTY, WASHINGTON.

TOGETHER WITH A NON-EXCLUSIVE EASEMENT FOR INGRESS, EGRESS AND
UTILITIES OVER, UNDER AND ACROSS MONTERO LANE.

The Real Property_,_---o_r gt_s address is commonly known as 12556 MONTERO LANE,
BURLINGTON, WA-~ 98233 . The Real Property tax identificalion number is
4077-135-008-0105 g :

Grantor hereby assigns as security lo Lender; all of Grantor's right, tille, and inferest in and to all leases, Rents, and profits of
the Property. This assignment is'recorded in accordance with RCW 65.08.070; the lien created by this assignment is intendsd
to be specific, perfected and choate_ypoen thé recording of this Deed of Trust. Lender grants to Granter a license to collect
the Rents and profits, which licensa may be revoked at Lenders option and shall be automatically revoked upon acceleration
of all or part of the |ndebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, I$ GIVEN YO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS LINDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN
THE RENTS AND PERSONAL PROPERTY, IS ALSO GIVEN TO SECURE ANY AND ALL OF GRANTOR’S OBLIGATIONS
UNDER THAT CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN GRANTOR AND LENDER OF EVEN DATE
HEREWITH. ANY EVENT OF DEFAULT UNDER THE CONSTRUCTION LOAN AGREEMENT, OR ANY OF THE RELATED
DOCUMENTS REFERRED TO THEREIN, SHALL ALSO BE AN EVENT OF DEFAULT UNDER THIS DEED OF TRUST.
THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as otharwnse provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become-due, and shall strictly and in a timely manner perfarm all of Granter's
obligations under the Note, this Deed of Trust, and the Relaled Dccuments

CONSTRUCTION MORTGAGE. This Deed of Trust is a construchon morlgage“ for the purposes of Sections 9-334 and
2A-309 of the Uniform Commercial Code, as those sections hive-tieen adopted by the State of Washington.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Granlor agrees thal Grantor s possession and use of the Property
shall be governed by the following provisions:

Possession and Use. Until the occurrence of an Event of Defaull Grantor may {1) remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3) collect the Rents from the Property (this privilege is a
license from Lender to Grantor aulomatically revoked upon default), The following provisions relate to the use of the
Property or to other limitations on the Property. The Real Property is not used. :irincipally for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Property in tanantable condmon and promptiy perform all repairs,
replacaments, and maintenance necessary to preserve its value. P :

Compliance With Environmental Laws. Grantor represents and warrants:to. Lender lhat (1) During the period of
Grantor's ownership of the Property, thera has been no use, generation, manufacture,:storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person’on, under,“abiout or from the Property; (2)
Grantor has no knowledge of, or reason to believe that there has been, ‘excepl as previously disclosed to and
acknowledgaed by Lender in writing, (a) any breach or violation of any Environmental Laws,.~{b) any use, generation,
manufacture, storage, treatment, dispcsal, release or threatened release of any Hazardous. Substance on, under, about
or from the Property by any prior owners or cccupants of the Property, or (c) any aclual or threatened litigation or
claims of any kind by any person relating to such matters; and (3) Except as previously disclosed to-and acknowledged
by Lender in writing, () neither Grantor nor any tenant, contractor, agent or other authorized user of the Property shall
use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance.cn, under; about or from the
Property; and (k) any such activily shall be conducted in compliance with all applicable federal, State,’and local laws,
regulations and ordinances, including without limitation all Environmental Laws. Grantor authorizes Lender and ils
agenls to enter upon the Property to make such inspections and tesis, at Grantor's expense; as Lender.may deem
appropriate to determing compliance of the Property with this section of the Deed of Trust,-"Afly inspectiohs or tests
made by Lender shall be for Lender's purposas only and shall not be construed to creale any respensibility or-fiability on
the part of Lender to Grantor or to any other person. The representations and warranties contained: herem dre based on
Grantor's due diligence in investigating the Property for Hazardous Substances. Grantor hereby. (1) reledasés and
waives any future claims against Lender for Indemnity or contribution In the event Grantor becomes liable for cleanup or
other cosls under any such laws; and {2) agrees lo indemnity and hold harmless Lender against’ any-and-all claims,
losses, liabilities, damages, penalties, and expenses which Lender may directly or indirectly sustain or stiffer resuiting
from a breach of this section of the Deed of Trust or as a consequence of any use, generatlon manufacture, storage,,
dispaosal, release or threatened release occurring prior to Grantor’s ownership or intersst in the Property, whether or net *.
the same was or should have been known to Grantor. The provisions of this section of the Dead of Trust, including‘the
obligation to indemnify, shall survive the payment of the Indebladness and the salisfaction and reconveyance of the lien:
of this Deed of Trust and shall not be affected by Lender’s acquisition of any interest in the Property, whether by-‘
foreclosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisence nor commit, permit, or suffer any slrlpplng ofu__. o
or waste on or to the Property or any portion of the Property. Without limiting the generality of the foragoing, Grantgr wilk”
not remove, or grant to any other party the right to remave, any timber, minerals (including oil and gas}, coal, cldy,

scoria, soil, gravel or rock products without Lender’s prior written consent.
BB
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:.' Remaval of improvements. Grantor shall not demolish or remove any improvements from the Rea! Property without
¢ ~~Lender's prior writlen consent. As a condition to the removal of any Improvements, Lender may require Grantor to make
) arra_ngements satisfactory to Lender to replace such Improvements with Improvements of at least equal value.

’ L.-endé‘r’h*ﬂi"ghl to Enier. Lender and Lender's agents and representatives may enter upon the Real Property at all
regsonable fimes to attend fo 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.

Compliance wnth .Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance
by al-agents, tefants or other persons or entities of every nature whatsoever who rent, lease or otherwise use or occupy
the Propérty.in ary 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, including without limitation, the Americans With Disabilities
Act, Grantgf-may contest in good faith any such law, ordinance, or regulation and withhold compliance during any
proceeding, including appropnate appeals, so long as Grantor has nefified Lender in writing prior to doing so and so
long as, in Lender’s sole opinion, Lender’s interests in the Property are not jeopardized. Lender may require Grantor to
post adequate secunty org surety bond, reasonably satisfactory to Lender, to protect Lander's interest.

Duty to Protect. G__ra_ntor agrees neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
addition to thdse.dcts:sét forth above in this section, which from the character and use of the Property are reasonably
necessary to pritect and preseﬁfe the Property.

Construction Loan. If some or all of the proceeds of the loan crealing the Indebtadness are to be used to construct or
complete conslruction of any tmprovements on the Property, the Improvements shall be completed no later than the
maturity date of the Note for stich earlier date as Lender may reasonably establish) and Grantor shall pay in full all costs
and expenses in connectiorn with thé work. Lender will disburse loan proceeds under such terms and conditions as
Lender may deem reasonably necessdry:to insure that the interest created by this Deed of Trust shall have priority over
all possibie liens, including those of malerial suppliers and workmen. Lender may require, among other things, that
disbursement requests be supporled: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 Deed of Trust or {B).-increase the interest rate provided for in the Note or other document evidencing
the Indebtedness and impose such ofher.éonditionsas Liender deems appropriate, upon the sale or transfer, without Lender’s
prior written consent, of all or any part of the- Reai Properdy, or any interest in the Real Property. A "sale or transfer” means the
conveyance of Real Property or any right, fitle. or. intérast in the Real Property; whether legal, beneticial or equitable; whether
voluntary or involuntary; whether by outright sale;:deed, instaliment sale contract, land contract, contract for deed, leasehold
interest with a term grealer than three {3) years; lease—optior.contract, or by sale, assignment, or transfer of any beneficial
interest in or to any land frust holding title to the Real Property, or by any other method of conveyance of an interest in the
Real Property. If any Grantor is & corparation, partnership”or limited liability company, transfer also includes any change in
ownership of more than twenty—five percent (25%) of‘the voting stock, partnership interests or limited liability company
interests, as the case may be, of such Grantor. Howgver, 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 relatmg lo ’rhe taxes and liens on the Property are part of this Dead of Trust:

Payment. Grantor shali pay when due (and in alt events prior to_delinquency)} all taxes, special taxes, assessments,
charges (including waler and sewer), fines and impositions Jevied agamst or on account of the Property, and shall pay
when due all claims for werk done on or for services rendered or‘material furnished fo the Properly. Granior shall
maintain the Property free of all liens having priority over or equal ;o the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments not dus and except as.otherwise provided in this Deed of Trust.

Right to Conlest. Grantor may withhold payment of any iax, assessmgit;. 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 shall within fifteen {15) days after the lien arises or, if a lien is filed, within fiteen
{15) days after Grantor has notice of the filing, secure the discharge ‘of the lieri, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other security salisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attornays' fees, or other charges that.£oyld accrue as a result of a foreclosure or
sale under the lien. In any contest, Grantor shall defend itself and Lénder and-shall-salisty any adverse judgment before
snforcement against the Property. Grantor shall name Lender as an addltronal obllgee under any surely bond furnished
in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lender satlsfac!ory ewdence of payment of the taxes or
assessments and shall autherize the appropriate governmental official to delwer lo Lender at any time a written statemant
of the taxes and assessments against the Property.

Notice of Construction. Grantor shall notity Lender at least fifteen (15} days before any work is commenced, any
services are furnished, or any materials are supplied o 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 satistactory to Lender that Grantor can and will pay the cos! of such |mprovements

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Property are 8. part .of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurange wﬂh standard extended
coverage endorsemsnts on a replacement basis for the full insurable valus covering all’lmprovemants on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgages clause in
favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurange in’such coverage
amounts as Lender may request with Trustee and Lender being named as additional insureds in sugh liability insurance
policies. Additionally, Grantor shall maintain such other insurance, including but not limited:to -hazard, business
interruplion, and boiler insurance, as Lender may reasonably require. Policies shall be writtén”in form, amounts,
coverages and basis reasonably acceptable to Lender and issued by & company or companies reasonably -deceptable’io
Lender. Grantor, upon request of Lander, will deliver to Lender from time to time the policies or certificates ofinsurance
in form salisfactory to Lender, including stipulations that coverages will not be cancelled or diminished, without 4t least™:,
thirty (30} days prior written nofice to Lender. Each insurance policy also shall include an endorsement providing that
coverage in favor of Lender will not be impaired in any way by any acl, omission or default of Grantor. or any-other *
person. The Real Property is or will be located in an area designated by the Director of the Federal Emergéncy:

Management Agency as a special flood hazard area. Grantor agrees ta obtain and maintain Federal Flood fnsurance, if

available, for the full unpaid principal balance of the loan and any prior liens on the property securing the loan, Up to'the- .~
maximum policy limits set under the National Flood Insurance Program, or as otherwise required by Lender, and: to
maintain such insurance for the term of the loan. : 8

Application of Proceeds. Granter shall promptly notity Lender of any loss or damage to the Property. Lender r'nay
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty, Whether or not Lender’s security is -
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¢ ¢ imipaired, Lender may, at Lender’s elaction, receive and retain the proceeds of any insurance and apply the proceeds to
¢ /~'the’reduction of the Indebtedness, payment of any lien affecling the Property, or the restoration and repair of the
Property.-If Lender elscts to apply the proceeds to restoration and repair, Grantor shall repair or replace the damaged or
destroyed. Improvements in a manner satisfactory to Lender. Lender shall, upon safisfactory preof of such expenditure,
pay ‘or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Granter 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 commitied to the repair or resloration of the Property shali be used first fo pay any amount owing to
Lender yrider this.Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be applied to the principal
baldfice of the shdebtedness. If Lender holds any proceeds after payment in full of the indebtedness, such proceeds
shaltbe’ pald without interest to Grantor as Grantor's interests may appear.

Grantor's Reporl 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 ametint of thepolicy; " (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 palicy. Granior shall, upon request of Lender, have an
independent appraiser salisfactory fo Lender datermine the cash value replacement cost of the Property.

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 Desd of Trust or any Related Documents, including but not
limited to Granlor’s failure to discharge ‘or pay when due any amounts Grantor is required to discharge or pay under this Deed
of Trust or any Related Documenits,.Lender on Grantor’s behalf may (but shall not be obligated to) take any action that Lender
deems approprate, including but not limited o discharging or paylng all taxes, liens, security interests, sncumbrances and
other claims, at any time levied g placad ¢n the Property and paying all costs for insuring, maintaining and preserving the
Property. All such expenditUres incurred orpaid by Lender for such purposes will then bear interest at the rate charged
under the Note from the dale incurred or paid:by Lender to the date of repayment by Grantor. All such expenses will become
a part of the Indebtadness and, at Lender’s option, will (A} be payable on demand; (B) be added to the balance of the
Note and be apportioned among and be payable ‘with any instaliment payments fo 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
due and payable at the Note's matuarity.” The Dead of Trust alse will secure payment of these amounts, Such right shall be in
addifion to all other righls and remedies. 106 whlch lLender may be entitled upon Default.

WARRANTY; DEFENSE OF TITLE. The followmg proviswns relating to ownership of the Property are a part of this Deed of
Trust:

Title. Grantor warranis that: (a) Grantor holds good and markelable title of record to the Property in fee simple, free
and clear of all liens and encumbrances: other than those sel forth in the Real Property description or in any tille
insurance policy, litle report, or final fitle opinion issued in favor of, and accepted by, Lender in connection with this Deed
of Trust, and (b) Grantor has the full right,: power, and duthority to execute and deliver this Deed of Trust to Lender.

Defense of Title. Subject to the exception m_,..thekparagraph above, Grantor warrants and will forever defend the title to
the Property against the lawful claims of all persons. In the event any aclion or proceeding is commenced that questions
Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantar shall defend the action at Grantor's
expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitled to participate in the
proceeding and to be represented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause o be delivered, to Lender such instruments as Lender may request from time to lime fo permit such participation.

Compliance With Laws. Grantor warrants that the Propady’na.nﬂ Gfé_n%ar’s use of the Property complies with all existing
applicable laws, ordinances, and regulations of govemmgntgl"authorit;esé

Survival of Represeniations and Warranties. All reprasehtaiions, ‘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 Grantor's indebtedriess shall bepaid in full.

CONDEMNATION. The following provisions relating to condemnation p_rdc_:_gédings are a part of this Deed of Trust:

Proceedings. If any proceeding in condemnalion is filed, Grantar shall promptly notify Lender in writing, and Grantor
shall promptly take such steps as may be necessary to defend the action arid oblain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entitled to participats in.the proceeding and to be represented in
the proceeding by counsel of its own choice all at Grantor’s expense, and Grantor will deliver or cause to be dslivered to
Lender such instruments and decumentalion as may be requested by Lender from hme to time to permit such
participation.

Application of Nel Proceeds. If all or any part of the Property is condemned by eminent domam proceedings or by any
proceeding or purchase in lieu of condemnation, Lender may at its eleclion require that allor any portion of the net
proceads of the award be applied lo the Indebtednass or the repair or restoration of the Propeity. The net proceeds of
the award shall mean the award after payment of all reasonable costs, expenses:arid aﬁorneys fees incurred by Trustea
or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES.: The fol[awmg prowstons relating to
governmental taxes, fees and charges are & part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documents iri addition to this
Deed of Trust and take whatever other action is requested by Lender to perfect and conhnue Lenders lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as described below, together with alf ‘gxpanses. Incurred in
recording, perfecting or continuing this Deed of Trust, Including without limitation ali taxes; feas, documantary stamps,
and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes fo which this section applies: (1) a specific tax upon" 'this“ lyp‘e ofDeed of
Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; (2) a specific tax en Grantor ‘which
Grantor is authorized or required to deduct from payments on the Indebtednass secured by this type of Deed of Trust;
{3) atax on this type of Deed of Trust chargeable against the Lender or the holder of the Note; and (4).a speclflc 1ax on
all or any partion of the Indebtedness or on payments of principal and inferest made by Grantor.

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of Trust thls'*::_
event shall have the same effect as an Event of Default, and Lender may exercise any or all of its available remediesfor
an Event of Default as pravided below unless Grantor either (1) pays the tax befors it becomes dellnquent o {2
contests the tax as provided above in the Taxes and Liens section and deposits with Lender cash or a sufﬁmentf
corporate surety bond or other securily satisfactory to Lender. E

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a secumy""_“ s

agreement are a part of lhis Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement to the exlent any of the Property ccnstltutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code as amended from

T
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Secunty Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lander to perfect and

# <~continue Lender’s security interest in the Rents and Parsonal Property. In addition to recording this Deed of Trust in the
_réal property records, Lender may, at any time and without further authaorization from Grantor, file executed counterparts,

< coples-or reproducllons of this Deed of Trust as a financing statement. Grantor shall reimburse Lender for all expenses
incufred inperfecting or continuing this security interest. Upon default, Grantor shall not remove, sever or detach the
iPersonal Property from the Property. Upon default, Grantor shall assemble any Personal Property not affixed to the
‘Property in.a tanner and at a place reasonably convenient to Grantor and Lender and make it available to Lender within
three (3) days after receipt of writtan demand from Lender to the extent permitted by applicable law.

Addresees The_mailing addresses of Grantor (debtor) and Lender (secured party) from which information concerning
the security.interést.granted by this Deed of Trust may be obtained (each as required by the Uniform Commercial Code)
are as slaled-orethe first page of this Deed of Trust.

FURTHER ASSURANCES; -ATTORNEY~IN-FACT. The following provisions relating to further assurances and
attorney—in—fact are a part of thls Deed of Trust:

Further Assurances At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause. to be mada, executed or delivered, to Lender or to Lender’s designes, and when requested by
Lender, cause'1o: be ﬁled recorded, refiled, or rerecorded, as the case may he, at such times and in such offices and
places as Lender may..dsem appropriate, any and all such mortgages, deeds of trust, security deeds, securily
agreements, financing statefments, continuation statements, instruments of further assurance, certificates, and other
documents as may, in the sole opinion of Lender, be necessary or desirable in order to effecluate, complels, perfect,
continue, or preserve {1) -Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and (2)
the liens and security intarests 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 writing, Grantor shall
reimburse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.

Attorney~in-Fact. If Grantar fails 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 forthe purpgse of making, execuling, delivering, filing, recording, and doing all other things
as may be necessary or deswable, |n Lenders sole opinion, to accomplish the matters referred o in the preceding
paragraph,.

FULL PERFORMANCE. If Grantor pays all he Indebtedness when due, and otherwise performs all the obligations imposed
upan Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
execute and deliver to Granlor suitable statemenis of termination of any financing statement on file evidencing Lender’s
securily interast in the Rents and the Personal ‘Property. -Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantes in any reconveyance may be described as the “person or persons {sgally entitled thereto”, and
the recitals in the reconveyance of any matters: o facts shall be conclusive proof of the truthfulness of any such matters or
facts.

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

Payment Defaull. Grantor fails to make any payn'ie_n"t when due :_un"der the Indebtedness.

Other Defaults. Grantor fails to comply with or to perform any othér, te[m, 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, cbligation, covenant or
candition contained in any other agresment between Lender.and Grantor.

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

Default on Other Payments. Failure of Grantor within the tima reqmred by thls Deed of Trust lo make any payment for
taxes or insurance, or any other payment necessary to prevent filing’ o_f__ur to effect discharge of any lien.

Default in Favor of Third Parlies. Should Grantor default under.any loan, extension of credit, security agresment,
purchase or sales agreemeant, or any cther agreament, in favor of any other creditor or person that may materially affect
any of Grantor's property or Grantor's ability to repay the Indebtedness or. perform their respectrve obligations under this
Dead of Trust or any of the Related Documants. .

False Statements. Any warranty, representation or statement made or furmshed to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related Documents is false or misleading in any maienal respect, either now or at
the fime made or furnishaed or becomes false or misleading at any time thereafter. ;

Defective Collateralization. This Deed of Trust or any of the Related Documenls oeases 15 be in tull force and eftect
(including failure of any collateral document to create a valid and perfected security: |nterest or lien) at any time and for
any reason. .

Insolvency. The dissclution or termination of Grantor's existence as & going busmess, the |nsolvency of Grantor, the
appointment of g receiver for any part of Grantor's property, any assignment for the: bensfit” of .creditors, any type of
creditor workout, or the commencement of any proceeding under any bankruptoy.. or |nsolvency Iaws by or against
Grantor. : .

Creditor or Forfeiture Proceedings. Commencement of foreciosure or forfeilure proceedmgs, whether by judicial
proceeding, self-help, repossession or any other method, by any creditor of Grantor or by any.governmental agency
against any property securing the Indebtednsess. This includes a garnishment of any of Granfer's’ accounts; including
deposit accounts, with Lender. However, this Event of Default shall not apply if thera is a good faith dispute-by Grantor
as to the validity or reasonableness of tha claim which is the basis of the creditor or forfeiture procéeding.and if Grantor
gives Lender written nolice of the creditor or forfeiture proceeding and deposits with Lendsr maonies-or a“surety bond for
the creditor or forfeiture procesding, in an amount determined by Lender, in its sole discretion, as, belng an. adequate
raserve or bond for the dispute.

Breach of Other Agreement. Any breach by Grantor under the ferms of any other agreement between Grantar and_
Lender that is not remedied wilhin any grace period provided therein, including without limitation:. any agreemem*-_:_
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or later.

Evenis Affecting Guarantor. Any of the preceding evenis occurs with respect to any Guarantor of any of thef'
Indebtedness or any Guarantor dies or becomss incompetent, or revokes or disputes the validity of, or liability Lmder,'
any Guaranty of the Indebtedness. In the event of a death, Lender, at its oplion, may, but shall not be reguired to,u,“ A
permit the Guarantor's estate fo assume unconditionally the obligations arising under the guaranly in a manner
salisfactory to Lender, and, in doing so, cure any Event of Default.

Adverse Change. A material adverse change occurs in Grantor’s financia! condition, or Lender believes the prospecl ol '
payment or performance of the Indebtedness is impaired.
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; nghl 1o Cure. If any default, other than a default in payment is curable and it Grantor has not been given a notice of a

¢ ~~breach of the same provision of this Deed of Trust within the preceding tweive {12) months, it may be cured it Grantor,

after receiving written notice from Lender demanding cure of such default: (1) cures the default within ten (10} days; or

< (2)" it-the. Cure requires more than ten (10) days, immedialely initiales steps which Lender deems in Lender's sole

discration 1o be sufficient to cure the default and thereafter continues and completes all reasonable and necessary steps
}sufflclent o 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,
Trustee or.| ender may’ exerclse any one or more of the foliowing rights and remedies:

Elei:tioni ‘of Remedies. Election by Lender to pursue any remedy shail not exclude pursuit of any cther remedy, and an
election to* make e)(pendllures or to lake action lo perform an obligation of Grantor under this Deed of Trust, after
Grantor’e fallure to perferm shall not affect Lender's right to declare a default and exercise ils remedies.

Acceleraie Indebledness Lender shall have the righi at its oplion to declare the entire Indebtedness immediately due
and payable, |nclud|ng any prepayment penalty which Grantor would be required to pay.

Foreclosure. W;Ih respect toall or any part of the Real Properly, the Trustee shall have the right to exercise ils power of
sale and to foraclose by notigé and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either
case in accordance with and to the tull extent provided by applicable law.

UCC Remedies. With resp:ect to- all or any part of the Personal Property, Lender shall have all the rights and remedies of
a secured party under the'Unif'crm Commercial Code.

Collect Renis. Lender shall. have the: right, without notice to Grantor to take possession of and manage the Property
and collect the Rents, including amoiints past due and unpaid, and apply the net proceeds, over and above Lender's
costs, agains! the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the Property
to make payments of rent ipriuse fees-directly to Lender. If the Rents are collected by Lender, then Grantor irrevocably
designates Lender as Grantor's attorney—in=fact to endorse instruments received in payment thereof in the name of
Grantor and to negotiate the same:and collect the proceeds. Paymants by tenants or other users to Lender in response
to Lender's demand shall salisfy ihe oblrgahons for which the payments are made, whether or not any proper grounds
for the demand existed. Lender may exermse |ts r|ghts under this subparagraph either in person, by agent, or through a
receiver.

Appoint Receiver. Lender shall have the rrght io have a receiver appointad to take possession of all or any part of the
Property, with the power to protect and.préserve the Property, to operate the Property preceding or pending foreclosure
or salg, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebiedness. The receiver may serve without bond if permitled by law. Lender’s right to the appointment
of a receiver shall exist whether or not the apparent vaile of the Property exceeds the indebledness by a substantial
amount. Employment by Lender shall not disqualify a-person from serving as a receiver.

Tenancy at Sufferance. If Grantor rernains infpossession of the Property atler the Property is sold as provided above or
Lender otherwise becomas entitled to possession of the Property upon default of Grantor, Grantor shall become a
tenant at sufferance of Lender or the purchaser-of the Properly and shall, at Lender’s oplion, elther (1) pay a
reasonable rental for the use of the Properly, or (2) "vacate the Property immediately upon the demand of Lender.

Other Remedies. Trustee or Lender shall have any other nghl or rernedy provided in this Dead of Trust or the Nota or
by law.

Notice of Sale. Lender shall give Grantor reasonable notlee ol’ the hme and piace of any public sale of the Personal
Property or of the time after which any private sale or other intended: ‘disposition of the Personal Property is to be made.
Reasonable notice shall mean nolice given at least ten (10) days.before the time of the sale or disposition. Any sale of
the Personai Property may be made in conjunction with any sale of the Real F'roperty

Sale of the Property. To the extent permitted by applicable law, Grantar hereby waives any and all rights to have the
Property marshalled. In exercising its rights and remedies, the Trusteeor Lender shall be free 1o sell all or any part of the
Property togsther 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. lf Lender institutes any suit or acllon o enforce any-of the terms of this Deed of Trust,
Lender shall be entitled to recover such sum as the court may adjudge rédsaonable.as attorneys’ fees at frial and upen
any appeal. Whethar of not any court action is invoived, and to the extent'not prohibiled by law, 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 become a part of the Indebtedness payable on demand and shall bear interest at the Note
rate from the date of the expenditure untii repaid, Expenses covered by this paragraph-include, without limitation,
however subject to any limits under applicable law, Lender’s aftorneys' fees and Lender’s legal: éxpenses, wheather or not
there is a lawsuit, including attorneys’ fees and expenses for bankruptey prodeedings’ (including ettorls to modify or
vacate any automalic stay or injunction), appeals, and any anficipated post-judgment collection.services, the cost of
searching records, obtaining tile reports (including foreclosure reporls), surveyors' reports, and appraisal fees, fitle
insurance, and fees for the Trustee, to the extent permitted by applicable law. Grarﬁor also W|II pay any court costs, in
addition to all other sums provided by law.

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as set forth in-this sectlnn

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obhgatlons of Trustee
(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 sha.ll have lhe poWer to take
the following actions with respect to the Property upon the written request of Lender and Grantor:(a)‘join in 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 subordmetlon or. elher
agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations 1o Notify. Trustes shall not be obligated to notify any other party of a pending sale under any cher trust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless reqwred by,
applicable law, or unless the action or proceeding is brought by Trustea.

Trustee. Trustee shall meet all qualifications raquired for Trustee under applicable law. In addition to the nghts andf'
remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the right to foreclose by .-
notice and sale, and Lender shall have the right to foreclose by judicial foraclosure, in either case in accordance. wrth and A
fo the full extent provided by applicable law.

Successor Trustee. Lender, at Lender's option, may from time to time appoint a successor Trustes to any Truslee'
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and racorded in the office

of the recorder of SKAGIT County, State of Washington. The instrument shall contain, in addition to all other matters .-
required by slate law, the names of the original Lender, Trustee, and Grantor, the book and page or the Auditor’s File .+~
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Number where this Deed of Trust is recorded, and the name and address of the successor trustae, and the insirument

¢ /~shall be executed and acknowledged by Lender or its successors in interest. The successor trustee, without conveyance
of the Property, shall succeed fo all the fitle, power, and duties canferred upon the Trustee in this Deed of Trust and by

appllcabie law. This procedure for substitution of Trustee shall govern to the exclusion of ali other provisions for
substltutlon

NOTiCES Subject o appucable law, and except for notice required or allowed by law to be given in another manner, any
notice 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 writifig, and shall be effective when actually delivered, when actually received by lelefacsimile (unless
otherwisa required. by law), when deposited with a nationally recognized overnight courier, or, if mailed, when deposited in
the United States 'mail, as first class, certified or registered mail poslage prepaid, directed to the addresses shown near the
beginning of this Dead of Trust. All copies of notices of foreclosure from the holder of any lien which has priority over this
Deed of Trust shall be'sentto Lender's address, as shown near the beginning of this Deed of Trust. Any party may change its
address for notices under thisDeed of Trust by giving formal written notice fo the other parlies, specifying that the purpose of
the notice is to change thé party's address. For nolice purposes, Grantor agrees to keep Lender informed at all times of
Grantor's current address. Subiject to applicable law, and except for nofice required or allowed by law to be given in another
manner, if there is mare: than one Grantor, any notice given by Lender to any Grantor is deemed to be notice given fo all
Grantors.

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

Amendments. This Daed of Trust together with any Related Documents, constitutes the entire understanding and
agresment of the parties as'to the matfers set forth in this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall be effective unless gwen in wnt:ng and signed by the party or parties sought to be charged or bound by the
alteration or amendment.

Annual Reports. If the Property is usad for purposes other than Grantor's residence, Grantoer shall furnish to Lender,
upon request, a certified statement of net cperating income received from the Property during Grantor's previous fiscal
year in such form and detail as-tender-shall require. "Net operating income" shall mean all cash receipts from the
Property less all cash expendilures made in‘connection 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 or define the provisions of this Deed of Trusl

Merger. Therg shall be no mesger of the |n_leresl of estate created by this Deed of Trust with any other interest or estate
in the Property at any time held by or for‘fhe' benefit of Lender in any capacity, without the written consent of Lender.

Governing Law. This Deed of Trust will be governed by, construed and enforced in accordance with federal law
and the laws of the State of Washingion Thls Deed of Trust has been accepted by Lender in the Stale of
Washingion.

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

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No‘delay or omission on the part of Lender in exercising any right shall
operate as a waiver of such right or any other right. A waiver'by.Lénder of a provision of this Deed of Trust shall not
prejudice or constilute a waiver of Lender's right otherwise {6 defmand strict compliance with that provision or any other
provision of this Deed of Trust. No prior waiver by Lender; norany course of dealing between Lender and Grantor, shall
constitute a waiver of any of Lender’s rights or of any of Gtantor's obligafions as to any fulure transactions, Whenever
the consent of Lender is required under this Deed of Trusl, the granting of such consent by Lender in any instance shall
not constitute continuing consent to subsequent instances whare such consent is reqmrad and in all cases such consent
may be granted or withheld in the sole discretion of Lender. ;

Severability. If a court of competent jurisdiction finds any prowsmn of Ihls Deed of Trust to be illegal, invalid, or
unenforceable as to any circumslance, that finding shall not make the. offending provision illegal, invalid, or
unentorceable as to any other circumstance. If feasible, the offending provision.shall be considered moditied so that it
becomes legal, valid and enforceable. [f the offending provision cannot be-so modified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the |Ilegahty, invalidity, -er-unenforceability of any provision of
this Deed of Trust shall not atfect the legality, validity or enforceability of any’ other prov;smn of this Deed of Trust.

Successars and Assigns. Subject to any limitafions stated in this Deed of TrUSI on transfer of Grantor’s interest, this
Deed of Trust shall be binding upon and inure to the benefit of the parfies, 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 Grantor's
successors with reference to this Deed of Trust and the Indebledness by way-of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness

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

Waiver of Homestead Exemption. Grantor hereby releases and waives all rlgh!s ‘and beneﬁts of the homestead
exempfion laws of the State of Washington as to all Indebtedness secured by this Daed of Trust

DEFINITIONS. The following capitalized words and terms shall have the following meamngs when used in thls Deed of Trust.
Unless specifically slated to the contrary, all references to dollar amounts shall mean amounts in lawful .monsy of the United
Stales of America. Words and lerms used in tha singular shall includs the plural, and the plural shall, mclude the singular, as
the context may require. Words and terms not otherwise defined in this Deed of Trust shall have Ihe meanlngs atlnbuled to
such terms in the Uniform Commercial Code:

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

Borrower. The word "Borrower"' means GARY McCORMICK HOMES, INC. and includes ail co—sngners and cu—maksrs
signing the Note.

Deed of Trusl. The words "Dsed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustae, and mcludes
without limitation all assignment and security interest provisions relating to the Persenal Property and Rents ; 2

Defaull. The word "Default” means the Default set forth in this Deed of Trust in the section titled "Default".

Environmentat Laws. The words "Environmental Laws”™ mean any and all state, federal and local stalutes, regulahonsf'
and ordinances relating to the protection of human health or the environment, including without limitation the .
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Secfion .+
9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 99-489 ("SARA"Y); .~
the Hazardous Materials Transporiation Act, 49 U.5.C. Section 1801, et seq., the Resource Conservation and Recovery.
Act, 42 L.5.C. Section 6301, el seq., or other applicable state or federal laws, rules, or regulations adopted pursuant
thereto.

Event of Default. The words "Event of Defaull” mean any of the events of default set forth in this Deed of Trust in the s
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* gvénts of default section of this Deed of Trust,
" Grantor. The word "Grantor" means GARY McCORMICK HOMES, INC..

" Guarantor.>. The word "Guarantor” means any guarantor, surety, or accommeodation party of any or all of the
indebtedness,

{:Guaraniy The word "Guaranty" means the guaranty from Guarantor to Lender, including without limitation a guaranty of
':al[ or part of Ihe Nole

Hazardous Subslances The words "Hazardous Substances" mean materials that, because of their quantity,
coficentration” or-physical, chemical or infectious characteristics, may cause or pose a present or potential hazard lo
human hedlih-or the. environmeni when improperly used, treated, stored, dlsposed of, generated, manufactured,
transporfed.or otherwise handled. The words "Hazardous Subslances” are used in their very broadest sense and
include-without-limitation.any and all hazardous or toxic substances, materials or waste as defined by or listed under the
Environmental Laws. .- The term "Hazardous Substances™ also includes, without limitation, petroleum and petroleum
by-products or any. fr'ach‘on therect and asbestos.

Improvements.- Tha word “Improvements means all existing and future improvements, buildings, structures, mobile
hemes affixed” on. the Real Prcperiy, facilities, additions, replacements and other construction on the Real Property.

Indebtedness. The word "Indebtadness" means all principal, interest, and other amounts, costs and expensss payable
under the Note or Related Documents, togather 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 fo discharge
Grantor's obiigationsor expenses incurred by Trustee or Lender to enforce Grantor's obligations under this Deed of
Trust, together with interest on stich amounts as provided in this Deed of Trust,

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

Note. The word "Nots" means the promissory note dated May 5, 2004, in the original principal amount of
$148,000.00 from Grantor to-Lender, dogether with all renewals of, extensions of, modifications of, refinancings of,
consolidations of, and substitutions for ihe promissory note or agreement. NOTICE TO GRANTOR: THE NOTE
CONTAINS A VARIABLE INTEREST HATE

Personal Properly. The words “Personal Property" mean all equipment, fixturas, and other articles of personal property
now or hereafter owned by Grantor,-and now or -hereafter altached or affixed to the Real Property; together with all
accessions, paris, and additions to, all replacemenls of, and all substitutions for, any of such praperty; and together with
all issues and profils thareon and proceads (including wuthout limitation all insurance proceeds and refunds of premiums)
from any sale or other disposition of the Property.

Property. The word "Property” means collectwely the Fleal Property and the Personal Property.

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

Related Documents, The words "Related Docu-menls" mean all promissory notes, credit agreements, loan agreements,
anvironmental agreements, guaranties, security.agreements, morigages, deeds of trust, security deeds, collateral
mortgages, and all other instruments, agreemenis and documents. whether now or hereafter existing, executed in
connection with the {ndebtedness. A

Rents. The word "Rents” means all present and future rents revenues income, fssues, royalties, profils, and other
benefits derived from the Property.

Trustee. The word "Trustee" means FIRST AMERICAN TITLE COMPNAY OF SKAGIT COUNTY, whose mailing address
is 1301-B RIVERSIDE DRIVE, MOUNT VERNON, WA 98273 and any subistitite or successor trustees.

GRANTOR ACKNOWLEDGES HAVING READ ALl THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS.
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CORPORATE ACKNOWLEDGMENT
USTUATE - w

coum'v OF: &’Wirmnmp\ )
On this S ‘7 day of mau , 20 Oq’ , before me, the undersigned

Notary Public,- personauy appeared GARY D. McCERMICK, President of GARY "McCORMICK HOMES, INC., and
personally known to me or proved to me on the basis of satlsfactory avidence to be an authorized agent of the corporahon
that executed the Deed of Trust and acknowledged the Deed of Trust to be the free and voluntary act and deed of the
corperation, by authority of.its Bylaws or by resolution of its board of diractors, for the uses and purposes therein mentioned,
and on path stated thal he or she |s autharized to execute this Deed of Trust and in fact executed the Deed of Trust on behalf

of the gomoration.
Residing at m&/lm{)l”e

By MO C __
A .. ! Jensassanamrmhanseniatnnf

Notary Public in and for the §ta|_¢_:of ' ANNE SCOTT My cop'nmlssion expires /0 lq '05

A NOTARY PUBLIC

/
;
STATE OF WASHINGTON
’
’
#

o
.
i
i P
4

4

My Commission Expires Oct. 19, 2005

' “.“\“‘.‘““\\\\‘\\\‘\

REQUEST FOR FULL RECONVEYANCE

To: %, Trustee

The undersigned is the legal ownsr and holder of aiI mdebtedness secured by this Deed of Trust. You are hereby requested,
upon payment of all sums owing to you, “to redonvay wnhout warranty, to the persons entitied thereto, the right, fitle and
interest now held by you under the Deed of Trust e

Date: L Beneficiary:
F By:
Its:

LASER FRO Lending, Ver. 5.24.900.003 Copr. Harland Financial Seluliony, Ing. 1987, 2004, Al Rights Renerved. - WA CACFRLPLIGO1FC TR-20130 PR-COMGONST
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