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DEED OF TRUST

DATE: June 8, 2006"_.;-

Reference # (if appllcable} Additional on page
Grantor(s}: '
1. RUBICON DEVELOPMENT L L.C.

Grantee(s} .
1. PEOPLES BANK A ,
2. Land Title Co. of Sléagi’t Cqunt"\}',‘Trustee

Legal Description: LOTS C-17 THROUGH C 19 MADDOX CREEK PUD, PH. lll
: Additional on page 2

Assessor's  Tax  Parcel 1D#: ":. _:4?.,56—003-017-0000. 4756-003-018-0000 AND
4756-003-019-0000

THIS DEED OF TRUST is dated June 8, 2006, among RUBICON DEVELOPMENT, L.L.C., A
WASHINGTON LIMITED LIABILITY COMPANY; Whasé address is 310 CASCADE PL,
BURLINGTON, WA 98233-3129 ("Grantor™); PEOPLES BANK, whose mailing address is
MQUNT VERNON OFFICE, PHONE: (360) 348 8872 18C1 RIVERSIDE DRIVE, MOUNT
VERNON, WA 98273 ({(referred to below so_metlme_s -as. "Lender” and sometimes as
"Beneficiary”); and Land Title Co. of Skagit County, whose mailing address is 111 E. George
Hopper Rd, Burlington, WA 98233 (referred to below as "Trustee”).
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DEED OF TRUST
~ Loan No: 5025976-205 {Continued) Page 3

sale asmgnment or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by any
gther method of conveyance of an interaest in the Real Property. If any Grantor is a carporation, partnership or limited
Tiability gotmpaiiy, transfer also includes any change in ownership of more than twenty-five percent {25 %] of the voting
stock, partnérship_interests or limited liability company interests, as the case may be, of such Grantor. However, this
option shall not be exercised by Lender if such exercise is prohibited by federal law or by Washington law.

TAXES AND LIENS The following provisions relating 1o the taxes and liens on the Property are part of this Deed of
Trust; -

Payment Grantor ghall pay when due {and in all events prior to delinquency} all taxes, special taxes, assessments,
charges” (ingluding water and sewer), fines and impositions levied against or on account of the Property, and shall
pay when-due ‘all clairas far work done on or for services rendered or matetial furnished to the Property, Grantor
shall maintain‘the Prapérty free of all liens having pricrity over or equal to the interest of Lender under this Deed of
Trust, except for the Ilen of taxes and assessments not due and except as otherwise provided in this Deed of
Trust. :

Right to Contest,: ‘Grantor‘ rriay withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the cbligation to pay, so lang as Lender’s interest in the Property is not jecpardized. |f a lien arises or
is filed as a result of - nonpayment Grantor shall within fifteen {15) days after the lien arises or, if a lien is filed,
within fifteen (15) days“after Grantor has 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 dlscharge the.lien plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclosurd or sale under.the lien. In any contest, Grantor shall defend ftself and Lender and shall
satisfy any adverse judgment befare: enforcement against the Property. Grantor shall name Lender as an additional
obligee under any suraty bon_d furnished in the contest proceedings.

Evidence of Payment. Grantor shall upon demand fumish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorlze thé apptopriate governmental official to deliver to Lender at any time a written
statement of the taxes and assessments agamst the Property.

Notice of Construction. Grantor shall_notlfy Lender at least fifteen {15} days before any work is commenced, any
services are furnished, or any ma’tenals are supplied to the Property, if any mechanic's lien, materiaimen's lien, or
ather lien could be asserted an dcéount.of the waork, services, or materials, Grantor will upon request of Lender
furnish to Lender advance assurances satlsfactory to Lender that Grantor can and will pay the cost of such
improvements. -

PROPERTY DAMAGE INSURANCE. The followmg prowstans relating to insuring the Property are & part of this Deed of
Trust,

Maintenance of Insurance. Grantor shali procﬂre:-and maintain policies of fire insurance with standard extended
coverage endorsements on a fair value basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid apphcatlon of any coinsurance clause, 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 named as additional insureds in such
liability insurance policies. Additionally, Grantor:shall maintaifi such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may: reasconably require. Policies shall be written in
farm, amounts, coverages and basis reasanably acceptable to Lender and issued by a company or cempanies
reasonably acceptable to Lender. Grantor, upon request, of Lender; will deliver to Lendar from time to time the
policies or certificates of insurance in form satisfactory, to Lender, mcludlng stipulations that coverages will not be
cancelled or diminished without at least thirty (30) days.prior written notice to Lender. Each insurance policy also
shall include an endorsement providing that coverage in fayor of kender'will not be impaired in any way by any act,
omission or default of Grantor or any other person. Should the Real Property be located in an area designated by
the Director of the Federal Emergency Management Agency as a-'special flood hazard area, Grantor agrees to
obtain and maintain Federa) Flood Insurance, if available, within 45 days after notice is given by Lender that the
Property is located in a special flood hazard area, for the full Unpald principal balance of the loan and any priar 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 |nsurance for the erm of the foan.

Application of Proceeds. Grantor shall promptly notify Lender of any Ioss or damage 1o the Property. Lender may
make proot of loss if Grantor fails to do so within fifteen (15) days of the casualty Whethar or not Lender's
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien: affecting the Property or the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repalr, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory:to Lénder, Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable cost of
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds wwhich have not been
disbursed within 180 days after their receipt and which Lender has not committed to the:fepdir 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 holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paidawithout mtefest to Grantor as
Grantor's interests may appear, IC

Grantor's Report on insurance, Upon request of Lender, however not more than once a“y ar; Grantor ghall furnigh
to Lender a report on each existing policy of insurance showing: {1} the name of the insdrer; (2) .the risks
insured; (3) the amount of the policy; {4} the property insured, the then current repiacement value of such
property, and the manner of determining that value; and (5) the expiration date of the policy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacamen‘t cost
of the Property. ; : s

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender S mterest in
the Praperty or if Grantor fails to comply with any provision of this Deed of Trust or any Related Docunignts, mcludmg._
but not iimited to Grantor'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 Documents, Lender on Grantor's behalf may {but shall not be obligated to] take
any action that Lender deems appropriate, including but not limited to discharging or paying all taxes, ligns, secunty&‘-'
interests, encumbrances and other claims, at any time levied or placed on the Property and paying alt costs for insufing; |
maintaining and preserving the Property. All such expenditures incurred or paid by Lender for such purposes, will then .~
bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by
Grantor. All such expenses will become a part of the Indebtedness and, at Lender's option, will {A) be payableon .
demand:; (B! be added to the balance of the Note and be apportioned among and be payable with any instalirment
payments to 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 maturity. The Deed of .
Trust also will secure payment of these amounts. Such right shall be in addition 1o ali other rights and remedies toy,.:*'

Imﬂﬁ!ﬁlﬁ!ﬂlﬂlﬂlﬂ)ﬁlﬁ!ﬁm
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DEED OF TRUST
: I_._o"en{-:No: 5025976-205 (Continued) Page 5

__gen_t_r'a"‘ry in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
“matters referred 1o in this paragraph,

- Attorngy-in<Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so
tdr ahd in the name of Grantor and at Grantor's expense, For such purposes, Grantor hereby irrevocably appoints
Lerider as Grantor s attorney-in-fact for the purpose of making, executlng delivering, filing, recording, and deing all
‘other thmgs §s may be necessary or desirable, in Lender's sale opinion, to accomplish the matters referred to in
the precedmg paragraph

FULL PERFORMANCE “|f Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
imposed Updn Grantor under this Deed of Trust, Lender shall sxecute and deliver to Trustee a request for full
TeCONVEYance, and shall exécute and deliver to Grantor suitable staternents of termination of any financing statement on
file evidencitig Lendef's seclrity interest in the Rents and the Personal Property. Any reconveyance fee shall be paid by
Grantor, if périmitted-by applicable law. The grantee in any reconveyance may be described as the "person or persons
legally entitled theretd”, and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such: mattérs 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 Indebtednass,

Other Defaults. Granter talls to-comply with or to perform any other term, obligation, covenant or condition
contained in this Deed of Trust of_in. any of the Related Documents or te comply with or to perform any term,
abligation, covenant or condlt_ion cantamed in any other agreement between Lender and Grantor.

Compliance Default. Fa‘.lure' to comply with any other term, obligation, covenant or condition contained in this
Deed of Trust, the Note ot rn any of the Related Documents.

Default on Dther Payments Fanure of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurance, or any-gther payment necessary to prevent filing of or to effect discharge of any lien.

False Statements. Any warranty, representatron or statement rmade or furnished to Lender by Grantor or on
Grantor's behalf under this Deed.of Trust orthe Related Documents is false or misleading in any material respect,
either now or at the time made or furmshed or becomes false or misteading at any time thereafter.

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

Death or Insolvency. The dissolution cf Grantpr g4 {regardless of whether election to continue is made}, any
member withdraws from the limited liability company, or any other termination of Grantor's existence as a going
business or the death of any member, the“insolvency of Grantor, the appointment 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 msolvency laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencement of forer;losure ar forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by“anycreditor of Grantor or 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 nat apply if there is a good faith
dispute by Grantor as to the validity or reasonableness. ot the clajim which is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lender written notice “of:the, eieditor or forfeiture proceeding and deposits with
Lender manies or a surety bond for the creditor or forfeiture proeeedmg, in,_an amaunt determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the’ dlspute ;

Breach of Other Agreement. Any breach by Grantor under the t_err;ns of any ather agreement between Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Le'nder whethe‘r existing now or later.

Events Affecting Guarantor. Any of the preceding events acours: with respect to-any guarantor, endorser, surety,
or accommaodation party of any of the Indebtedness or any guarafitor;“énddrser, sorety, or accommodation party
dies or becomas incompetent, or revokes or disputes the validity of, . or; fiability ‘under, any Guaranty of the
Indebtedness. In the event of a death, Lender, at its option, may, but shall riot: be required to, permit the
guarantor's estate 1o assume unconditionally the obligations arising under the guaranty in @ manner satisfactory to
Lender, and, in doing so, cure any Event of Default. L

“'ar Lender believes the

Adverse Change. A material adverse change occurs in Grantor's flnanr:lal condrtlo
prospect of payment or performance of the Indebtedness is impaired. :

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. i any default, other than a defauit in payment 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 if
Grantor, after receiving written notice from Lender demanding cure of such defaults..(1) cures the default within
fifteen (15) days; er {2} if the cure requires more than fifieen (15} days, immediately initiates: ‘steps which Lender
deems in Lender's sole discretion to be sufficient to cure the default and thereafter continues and camplates all
reasonable and necessary steps sufficient to produce compliance as scon as reasonably practrcal

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust at ANy tlme thereaﬁer
Trustee or Lender may exarcise any one or more of the following rights and remedies: S

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and
an election to make expenditures or to take action to perform an obligation of Grantor under ‘this.-Deed. of Trust
after Grantor's failure 1o perform, shall not affect Lender's right 1o declare a default and exercise HE remedres

Accelarate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness rmmedlatelya._
due and payable, including any prepayment penalty which Grantor would be required to pay. : E "

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exermse ltsj:'
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judrmal'
foreclosure, in either case in accordance with and to the full extent pravided by applicable law. )

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the rrghts and
remedies of a secured party under the Uniform Commercial Code.

Collact Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the
Property and collect the Rents, including amounts past due and unpaid, and spply the net proceeds, over and
above Lender’'s caosts, against the Indebtedness. In furtherance of this right, Lender may require any tenant or.*
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DEED OF TRUST
" Loan No: 5025976-205 {Continued) Page 7

; __Dé;s;_df-'nf Trust shall be effective unless given in writing and signed by the party or parties sought to be charged or
¢ i bound by the alteration or amendmant.

&."Annual Fleports If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upgn: request, a certified statement of net operating income received from the Property during Granior's
previous fiscal year in such form and detail as Lender shall require. "Net operating income” shall mean all cash
j ecelpts from the Property less ail cash expenditures made in connection with the operation of the Praperty.

Captlon Headmgs Caption headings in this Deed of Trust are for convenience purposes only and are not to be
used to lnterput or define the provisians of this Daed of Trust.

Merger Thiere: shall be no merger of the interest or estate created by this Deed of Trust with any other interest or
estate in the F‘roperty at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender.”

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

Choice of Venq_e I there i$ a:Jawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of SKAGIT County, S___tatg_ of Washingtan.

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 writifg ahd sighed 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 Lender of a provision of this Deed of Trust
shall not prejudice or constltute a ‘waiver of Lender's right otherwise to demand strict compliance with that
provision or any other provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any of Lender’s rights or of any of Grantor's obligations
as to any future transactions.. Whenever-the consent of Lender is required under this Deed of Trust, the granting
of such consent by Lender ‘in any instance-shall not constitute continuing consent to subsequent instances where
such consent is required and i &l cases guch consent may be granted or withheld in the sole discretion of Lender,

Severability. If a court of competent junsdnctlon finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, -that finding shall not make the Dﬁendlng provision illegal, invalid, or
unenforceable as to any other circumstancs. .’ If-feasible, the offending provision shall be considered modified so
that it becomes legal, valid and enfm{ceablec_ If the offending provision cannot be so medified, it shall bs
considered deleted from this Deed of Trust Unigss otherwise required by law, the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust ‘shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust. : :

Successors and Assigns. Subject to any Ilmltatlons stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon an_d 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 Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obllgatmns of thls :Deed of Trust or hab|l|t\( \mﬂg’ &p}edness

i
Time is of the Essence. Time is of the essence in the performance of this Deed of ij,. ey kﬁvﬁ‘?{‘

Waive Jury. All parties to this Deed of Trust hereby wawe the rlght to.
counterclaim brought by any party against any other partv {Imtlal Here

Waiver of Homestead Exemption. Grantor hereby releases and wiives al rights and beneflts of\ the hd
exemption laws of the State of Washington as te all Indebtedness secured by this Deed of Trust.”

DEFINITIONS. The following capitalized words and terms shall have the followmg meanings. when u§?d in ginif Degd of
Trust., Unless specifically stated to the contrary, all references to dolfar amounts shall mean »gpounts RS Tul }t?ijney
of the United States of America. Words and terms used in the singular shall include the pfu S0 shalt
include the singular, as the context may reqmre Words and terms_not othermse deﬂned in thig s {di srf ;ﬁ st shall

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

Beneficiary. The word "Beneficiary” means PEOPLES BANK, and lts successnrs and asmgns

Borrower. The word "Borrower" means RUBICON DEVELOPMENT, L L c. and lncludes all co-signers and
co-makers signing the Note and ail 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 prowsmns relatmg te the Personal Property and
Rents. :

Default. The word "Default” means the Default set forth in this Deed of Trust in ‘the sectmn trtled "Default”.

Event of Default. The words "Event of Default” mean any of the events of defauh set fort
the events of default section of this Deed of Trust. .

Grantor. The word "Grantor” means RUBICON DEVELOPMENT, LL.C..

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

|n-.tht5__ Deed of Trust in

Improvements, The word "Improvements” means all existing and future |mprovements bundmgs structures
mobile homes affixed on the Real Property, facilifies, additions, replacements and other construmlon on the Real
Property. S B .

Indebtedness. The word “Indebtedness™ means all principal, interest, and other arnounts,"'co"sts and ‘éxpehses
payable under the Note or Related Documents, together with all renewals of, extensions of, miodifications of,
consalidationg of and substitutions for the Note or Related Documents and any amounts expended of advanced-by
Lender to discharge Grantor's obligations or expenses incurred by Trustee of Lender to enfdrce Grantor's'.
obligations under this Deed of Trust, together with interest on such amounts as provided in this ‘Déed of Trust. :
Specifically, without limitation, Indebtedness inciudes all amounts that may be indirectly secured by 1l
Cross-Collateralization provision of this Deed of Trust. .

Lender. The word "Lender" means PEOPLES BANK, its successors and assigns.

Note. The word "Note" means the promisscry note dated June 8, 2006, in the original principal amnunt o
of $410,000.00 from Grantor 1o Lender, together with all renewals of, extensions of, modifications ‘of;”
refinancings of, consolidations of, and substitutions for the promissory note or agreement. NOTICE TO GRANTOR:
THE NOTE CONTAINS A VARIABLE INTEREST RATE. '

Personal Property. The words "Personal Property" mean all equipment, fixtures, and other articles of personal . '

WM
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