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Grantor(s):
1. Qverlook Crest LLC

Grantee(s)
1. Horizon Bank
2. Westward Financial- Serwces Corporatlon Trustee

Legal Description: Ptn. Gov. Lot3 4 7 9 Sec 31 T34N, RSEWM and Pin. SE NE and Gov. Lot
6, Sec. 36, T34N, R4EWM ) .
Additional on page 9

Assessor's Tax Parcel [D#: P29999 340436 1-004-0008, P29855, 340436-0-012-0000,
P29883, 340436-0-020-0000, P29854,: 340436-0-010-0002, P30527, 340531-0-003-0005,
P30528, 340531-0-004-0004, P104391, 34(.?531 -0-004-0100, P104392, 340531-0-003-0100

THIS DEED OF TRUST is dated December. 6, 2006, among Overlook Crest, LLC; A

Washington Limited Liability Company (“Grantor"), Horizon Bank, whose mailing address is
Whatcom Commercial Center, 2211 Rimland Dr. Suite #230, Bellingham, WA 98226 (referred

to below sometimes as "Lender" and sometimes as . “Beneflclary“), and Westward Financial

Services Corporation, whose mailing address is 1500 Cornwall Avenue, Bellingham, WA
98225 (referred to below as "Trustee"). - !
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:CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
* of éntry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and fo the
following-described real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixtures; all easeménts, rights of way, and appurtenances; all water, water rights and ditch rights {including stock in utilities
with ditch or irrigation rights); and all other rights, rovalties, and profits relating to the real property, including without limitation
all mingrats, oil; gas, geothermal and similar matters, (the "Real Property") located in Skagit County, State

of Washmgton- L

See EXHIBIT "A“ which is attached to this Deed of Trust and made a part of this Deed of
Trust as |f..fu_!_ly se__t forth herein.

The Real Property .or its address is commonly known as State Highway 9, Mt. Vernon, WA
98273. The Real Property tax identification number is P29999, 340436-1-004-0008, P29855,
340436-0-012-0000, P29883, 340436-0-020-0000, P29854, 340436-0-010-0002, P30527,
340531-0-003-0005, '930528";_ 340531-0-004-0004, P104391, 340531-0-004-0100, P104392,
340531-0-003-0100. e

Grantor hereby assigns as sscunty to-Lénder, all of Grantor's right, title, and interest in and to all leases, Rents, and profits of
the Property. This assignment-is récorded in.accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choateUpon the:recording of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which license may be revoked at Lender's option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness,

THIS DEED OF TRUST, INCLUDING: THE ASS[GNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY,IS _GIVEN TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER 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 PERSQNAL 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 othenmse prowded 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 perform all of Grantor's
obligations under the Note, this Deed of Trust, and the Related Documents.

CONSTRUCTION MORTGAGE. This Deed of Trd'st is a "construction mortgage" for the purposes of Sections 8-334 and
2A-309 of the Uniform Commercial Code, as those sectlons have been adopted by the State of Washington.

POSSESSION AND MAINTENANCE OF THE PROPERTY Grantor agrees that Grantor's possession and use of the Property
shall be govermned by the following provisions:

Possession and Use. Until the occurrence of an Event of Default 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 automatically revoked upon defaultf. The following provisions relate to the use of the
Property or to other limitations on the Proparty. The Real Prbpert’y is.riot used. principally for agricuitural purposes.

Duty to Maintain. Grantor shall maintain the Property in tanantable condltlon and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value.

Nuisance, Waste. Grantor shall not cause, conduct or permit any huisance nor'ccimmit, permit, or suffer any stripping of
or waste on or to the Property or any portion of the Property. Without limiting the:generality of the foregoing, Grantor will
not remove, or grant to any other party the right to remove, any timber;” mlnerals (lncludlng oil and gas), coal, clay,
scoria, soil, gravel or rock products without Lender’'s prior written consént....

Removal of Improvements. Grantor shall not demolish or remove any Improvemants from the Real Property without
Lender’s prior written consent. As a condition to the removal of any Improvemefits, Lender may require Grantor to make
arrangements satisfactory to Lender to replace such Improvements with Improvements of. at Ieast equal value.

Lender’s Right to Enter. Lender and Lender's agents and representatives may: enter upon the Real Property at all
reasonable times to attend to Lender's interests and to inspect the Real Property. for- purposes of Grantor's compliance
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and s'hall promptly‘ cause compliance
by all agents, tenants or other persons or entities of every nature whatsoever who rerit, lease or otherwise use or occupy
the Property in any manner, with all laws, ardinances, and regulations, now or hereaftér-in”effect, of all governmental
authorities applicable to the use or occupancy of the Property, including without limitation; the Amaricans With Disabilities
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold. comphance during any
proceedlng, including appropriate appeals, so long as Grantor has notified Lender in writing-prior o domg 50 and so
long as, in Lender’s sole opinion, Lender’s interests in the Property are not jeopardized. Lender may raquire Grantor to
post adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lender's interest. i

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other ‘acts, in
addition to those acts set forth above in this section, which from the character and use of the Pruperty are reasonably
necessary to protect and preserve the Property.

Construction Loan. If some or all of the proceeds of the loan creating the Indebtedness are to be used to construct ar
complete construction of any Improvements on the Property, the Improvements shall be completed no ‘later than the
maturity date of the Note {or such earlier date as Lender may reasonably establish} and Grantor shall pay in full all costs”
and expenses in connection with the work. Lender will disburse loan proceeds under such terms and condmons as
Lender may deem reasonably necessary to insure that the interest created by this Deed of Trust shall havé priority’ over :
all possible liens, including those of material suppliers and workmen. Lender may require, among other thlngs Mat
disbursement requests be supported by recsipted bills, expense affidavits, walvers 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-al;-‘
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 other conditions as Lender deems appropriate, upon the sale or transfer, without Lender's
prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A "sale or transfer" means the -~
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conveyance of Real Property or any right, title or interest in the Real Property; whether legal, beneficial or equitable; whether
valuhtary or involuntary; whether by outright sale, deed, installmant sale contract, land contract, contract for deed, leasshold

/interest with*a-term greater than three (3} years, lease-option contract, or by sale, assignment, or transfar of any beneficial

“jntérest in_orto any land trust holding title to the Real Property, or by any other method of conveyance of an interest in the
Real :Property. f any Grantor is a corporation, parinership or limited liability company, transfer also includes any change in
ownership of more, than twenty-five percent (25%]) of the voting stock, parthership interests or fimited liability company
interests, as the case may be, of such Grantor. However, this option shall not be exercised by Lender if such exercige is
prohibited by federal law or by Washington law.

TAXES A'N'D LIENS. Thé following provisions relating to the taxes and liens on the Property are part of this Deed of Trust:

Payment,- Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (mcludlng water and sewer), fines and impositions levied against or on account of the Property, and shall pay
when due’ all dlaims for-work done on or for services rendered or material furnished to the Property. Grantor shall
maintain the Propeny free-of all liens having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxgs and assessments not due and except as otherwise provided in this Deed of Trust.

Right to Contest Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the. obllgatlon 1o°pay, so long as Lender’s interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpaymant; Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed, within fifteen
{15) days after Grantor has hotice of the filing, secure the discharge of the lien, or it requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus” any ‘costs and“attomeys’ fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In.any contest, Grantor shall defend itself and Lender and shall satisty any adverse judgment before
enforcement against the Proparty. Grantor shall name Lender as an additional obligee under any surety bond furnished

in the contest proceedings. ;

Evidence of Payment. Grartor shall upon demand fumish to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorizé the apprépriate governmental official to defiver to Lender at any time a written statement
of the taxes and assessments’ agamst the Property.

Notice of Construction. Grantor’ shail notify Lender at least fifteen (15} days before any work is commenced, any
services are fumished, or any materlals are supphed 1o 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 furish to
Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The followmg prowsmns relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor sh’éa'l!-.'prpc'ure ’and maintain policies of fire Insurance with standard extended
coverage endorsements on a fair value basis for thé full insurable value covering all Improvements on the Real Property
in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagese clause in favor of

Lender. Grantor shail 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 maintain such other insurance, inciuding but not limited to hazard, business interruption, and

boiler insurance, as Lender may reasonably require. Policies-shall be written in form, amounts, coverages and basis
reasonably acceptable to Lender and issued by a company-or companies 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, including stipulations that coverages:will not bé cancelled or diminished without at least ten {10)
days prior written notice to Lender. Each insurance pelicy -also shaftinclude an endorsement providing that coverage in

favor of Lender 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 1o obtain and maintain Féderal Fload |nsurance, 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 unpaid principal
balance of the loan and any prior liens on the property securing the lgan, up to-the maximum palicy limits set under the

National Fiood 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 Io"ss oi' damage o the Property. Lender may
make proci of loss if Grartor falls to do so within fifteen (15) days of the casualty. Whether or not Lender’s security is
impaired, Lender may, at Lender's elaction, receiva and retain the procesds ¢f any insurance and apply the proceeds to

the reduction of the Indebtedness, payment of any lien affecting the Propetly, or the restoration and repair of the

Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shali repair .o replace the damaged or

destroyed Improvements in a manner satisfactory to Lender. Lender shal, upon sahsfactofy proof of such expenditure,

pay or reimburse Grantor from the proceeds for the reasonable cost of repair or réstoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days”after their receipt and which

Lender has not committed to the repair or restoration of the Property shall be used first to pay..-"anv amount owing to

Lendar under this Deed of Trust, then 1o pay accrued interest, and the remainder, if ahy; shall bé applied 1o the principal

balance of the Indebtedness. If Lender holds any proceeds after payment in full of the 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} therrisks insured; (3)
the amount of the policy; (4) the property insured, the then current replacement value of such-property; and the:manner
of determining that value; and (5) the expiration date of the policy. Grantor shall, upon request of Lender have an
independent appraiser satisfactory to Lender determing the cash value replacement cost of the Propérty.”

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender’s nnterest i the
Property or If Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, incliding but ript
limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay. under thig Deed:

of Trust or any Related Documents, Lender on Grantor's bebalf may {but shalt not be obligated to) take any dction that Lender
deems appropriate, including but not limited fo discharging or paying all taxes, liens, security interests, encumbrances and"
other claims, at any time levied or placed on the Property and paying all costs for insuring, 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 bécome

a part of the Indebtedness 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 payabls with any installment payments to become due during either (1) the ferm 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 m !
addition to all other rights and remedies to which Lender may be entitied upon Default.

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of this Deed of
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' Trust

: TItIe -Grantor warrants that: (a) Grantor holds good and marketable tile of record to the Property in fee S|mpls, free

~"and clear of all llens and encumbrances other than those set forth in the Real Property description or in any title
ifAsurance policy, fitle report, or final tile 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 authority to executs and deliver this Deed of Trust to Lender.

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the title to
the. Praperty:against the lawful claims of all persons. In the event any action or proceeding is commenced that questions
Grantor’s tile or the interest of Trustee or Lender under this Deed of Trust, Grantor 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 counssl of Lender’s own choice, and Grantor will deliver, or
cause 16 be delwered o Lender such instruments as Lender may request from time 1o time fo permit such participation.

Compllance With' Laws. Grantor warrants that the Property and Grantor's use of the Property complies with all existing
applicable laws, ordinances,: and regulations of govemmental authorities.

Survival of Representations and Warranties. Al representations, warranties, and agreements made by Grantor in this
Deed of Trust'shall survive the execution and delivary of this Deed of Trust, shall be continuing in nature, and shall
remain in full force and gffect until-such time as Grantor's Indebtedness shall be paid in full,

CONDEMNATION. The followi_pg"p_reiiisions relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. |f any proceéding i condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take stch-steps as:maybe necessary to defend the action and obtain the award. Grantor may be the
nominal party in such proceéding, but'Lender shal! be entitled to participate 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 delivered to
Lender such instruments and documentatlon as may be requested by Lender from time to time to pemmit such
participation.

Apnplication of Net Proceeds. li all or any part of the Proparty is condemned by emingnt domain proceedings or by any
proceeding or purchase in lieu of cofdemnation, Lender may at its election require that all or any portion of the net
proceeds of the award be applied 18 thé Indebtedness or the repair or restoration of the Property. The net proceeds of
the award shall mean the award aftef payment of all reasonable costs, expenses, and attomeys’ fees incurred by Trustee
or Lender in connection with the condamnatson

IMPOSITION OF TAXES, FEES AND CHARGES BY, GOVERNMENTAL AUTHORITIES. The following provisions relating to
governmental taxes, fees and charges are a partof this Deedof Trust:

Current Taxes, Fees and Charges. Upon requesi by bender, Granior shall execute such documents in addition 10 this
Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender’s tien on the Real
Property. Grantor shall reimburse Lender for all-‘taxes, as described below, together with all expenses incurred in
recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees, documentary stamps,
and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes to which this section applies; (1) a specific tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; (2) a specific tax on Grantor which
Grantor is authorized or required to deduct from payments on'the Indebtedness secured by this type of Deed of Trust;
{3) a tax on this type of Deed of Trust chargeable agains}the.Lendset or the holder of the Note; and (4) a specific tax
on all or any portion of the Indebtedness or on payments of pnnclpaJ and interest made by Grantor.

Subsequent Taxes. If any tax to which this section applies 5. enactad. Subsequent to the date of this Deed of Trust, this

event shali have the same effect as an Event of Default, and Leénder may-exercise any or all of its available remedies for
an Event of Default as provided below unless Grantor either ~{1)" pays.the tax before it becomes delinquent, or (2)

contests the tax as provided above in the Taxes and Liens section-and deposnss with Lender cash or a sufficient

corporate surety bond or other security satisfactory to Lender. s

SECURITY AGREEMENT; FINANCING STATEMENTS. The followmg prowsmns relatmg to this Deed of Trust as a security
agreement arg a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreemnt to the extent any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform commermal Code as amended from
time to time. :

Security Interest. Upon request by Lender, Grantor shall take whatever act»on is requested hy Lender to perfect and
continue Lender's security interest in the Rents and Personal Property. in addition 1o recording his Deed of Trust in the
real property records, Lender may, at any time and without further authorization:from Grantor, file executed counterparts,
copies or reproductions of this Deed of Trust as a financing statement. Grantor shiall reimburse Lender for all expenses
incurred in perfecting or continuing this security interest. Upon default, Grantor shall' not remaove,.sever or detach the
Personal Property from the Property. Upon default, Grantor shall assembie any Personat Proparty not affixed to the
Property in a manner and at a place reasonably convenient to Grantor and Lender and make it avaitable to Lender within
three (3) days after receipt of written demand from Lender to the extent permitted by appllcabie law.

Addresses. The mailing addresses of Grantor (debtor) and Lender {(secured party) from’ wihich, mfermatlon conceming
the security interest granted by this Deed of Trust may be obtained (each as required by the Unuform Ccmmercnal 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
attorney-in-fact are a part of this Deed of Trust: L .

Further Assurances. At any time, and from time to time, upen request of Lender, Grantor wﬂi make execute and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designes, and‘when requested by
Lender, cause to be filed, recorded, tefiled, of rerecorded, as the case may be, at such times and in stich offices and
places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security, deeds, security
agreemants, financing statements, continuation statements, instruments of further assurance, certificates, ang: other*,
docurhents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,
continue, or preserve (1)  Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and” (2)7 :
the liens and security interests created by this Dead of Trust as first and prior liens on the Property, whether nowowned ¢
or hereafter acquired by Grantor. Unless prohibited by law or Lender agress to the contrary in writing, Grantor-shail -
reimburse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph: i

Attorney-in-Fact. If Grantor 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 appeints Leder”
as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and daing all other things

as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in the preceding
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FULL PERFORMANCE If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations imposed
upen Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
,--'execute arid teliver to Grantor suitable statements of termination of any financing statement on file evidencing Lender’s
“seturity interest in the Rents and the Perscnal Property. Any raconveyance 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 entitied thereto”, and
the recnars in the reconveyance of ary matters or 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 Default under this Deed of
Trust:

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

Other Defauits, Grantor fails to comply with or to perform any other termn, obligation, covenant or condition contained in
inis Deed of Trustor iy any of the Related Documents or fo comply with or to perform any term, obligation, covenant or
condition contained ri any other agreement between Lender and Grantor.

Compliance Default allure to comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note'or.ifi any"of the Related Docurments.

Default on Other Payfhe‘hts._ : léaiilure of Grantor within the time required by this Deed of Trust to make any payment for
taxes or insurance, or any other*payment necessary to prevent filing of or to effect discharge of any lien.

False Statements. Any warranty fepresentation or statement made or furnished to Lender by Grantor or on Grantor's
behalf under this Dead of Trust or-the Related Documents is false or misleading in any material respect, either now or at
the time made or fumished or becomes. false or misleading at any time thereafter.

Defective Collateralization. : This Deed . of Trust or any of the Related Documents ceases to be in full force and efiect
{including failure of any collateral documem 1o create a valid and perfected security interest or lien) at any time and for
any reason.

Death or insolvency. The dussolutlon ot Grantor's {regardless of whether election to continue is made), any member
withdraws from the limited iiability compény, or any other termination of Grantor's existence as a going business or the
death of any member, the insclvency of Grantor, the appointment of a receiver for any part of Grantor's proparty, any
assignment for the benefit of creditars, any type of creditor workout, of the commencement of any procesding under any
bankruptcy or insolvency laws by or agamst Grantor

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any ‘other methiod; by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This.includes a gamishment of any of Grantor's accounts, including
deposit accounts, with Lendar. However, this Eyent of Default shall not apply i there is a good faith dispute by Grantor
as fo the validity or reasonableness of the clajm which is the basis of the creditor or forfeiture proceeding and if Grantor
gives Lender written notice of the creditor or fotfeiture proceeding and deposits with Lender monies or a surety bond for
the creditor or forfeiture proceeding, in an amoint de!ermmed 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 tho terms of any other agreement between Grantor and
Lender that is not remedied within any grace period prowde_d 'therem including without limitation any agreement
concerning any indabtedness or other obligation of Grantor40 Lender, whether existing now or fater.

Events Affecting Guarantor. Any of the preceding ‘events occurs with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or. revokes or disputes the validity of, or liability under,
any Guaranty of the Indebtedness. In the event of a death, Lendsr, at-its: option, may, but shall not be required to,
permit the Guarantor's estate to assume unconditionally the obllgatlons ansmg under the guaranty in a manher
satisfactory to Lender, and, in doing so, cure any Event of Default.

Adverse Change. A material adverse change occurs in Grantor's flnanmal condrtion or Lender believes the prospect of
payrnent or performance of the Indebtedness is impaired. : .

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. 1f any default, other than a default in payment is curable and lf Grantor has not been given a notice of a
breach of the same provision of this Deed of Trust within the preceding tweive {1 2) months, it may be cured if Grantor,
after receiving written notice from Lender demanding cure of such default: (1) ‘cures the default within thirty (30) days;
or (2) it the cure requires more than thitty {30) days, immediately initiates stéps which.Lender deems in Lender’s sole
discretion to be sufficient to cure the default and thereafter continues and completes aII reasonable and necessary steps
sufficient to produce compliance as soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust at any time thereatfter,
Trustee or Lender may exercise any one or more of the following rights and remedies: i

Election of Remedies. Election by Lender to pursue any remady shall not exclude pursunt of: any olher _remedy, and an
election to make expenditures or to take action to perform an obligation of Grantor undér this Deed-of Trust, after
Grantor's failure to perform, shall not affect Lender's right to declare a default and exercise.its remedues :

Accelerate indebtedness. Lender shall have the right at its option to declare the entire Indebtedness lmmedlately due
and payable, including any prepayment penalty which Grantor would be required to pay. A7

Foreclosure. With respect to all or any part of the Real Propetty, the Trustee shall have the nght to exercise lts power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial. foreclosure in: elther
case in accordance with and to the full extent provided by applicable law.

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

Collect 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 apply the net procesds, over and above Lerider's -

costs, against the indebtedness. In furtherance of this right, Lender may require any tenant or other user of the Property

to make payments of rent or use fees directly to Lender. If the Rents are coilected by Lender, then Grantor - lrrevooably
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. Payments by tenants or other users to Lender in response”
to Lender's demand shall satisfy the obllgatlons for which the payments are made, whether or not any proper grounds’ = |
for the demand existed. Lender may exerclse its rights under this subparagraph either in person, by agent, or through o
receiver.

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part of the
Property, with the power to protect and preserve the Property, to operate the Property preceding or pending foreclosure :

i
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¢ { or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the recelvership,
.+ against the Indebtedness. The recelver may serve without bond if permitted by law. Lender's right to the appointment

_-0f g-receiver shall exist whether or not the apparent value of the Properly exceeds the Indebtedness by a substantial
' amount Employment by Lender shall not disquelify a person from serving as a receiver.

___Tenancy at:Sufferance. | Grantor remains in possession of the Property after the Property is scid as provided above or

Lénder otherwise becomes entitied to possession of the Property upen default of Grantor, Grantor shall become a
tenant at.-sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either (1) pay a
reasonable rental for the use of the Property, or (2) vacate the Properly immediately upon the demand of Lender.

Other: I‘-temednes Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note or
by law, .-

Notice of Sale Lender shall give Grantor reasonable notice of the time and place 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 notice given at least ten (10) days before the time of the sale or disposition. Any sale of
the Personal Property may-be.made in conjunction with any sale of the Real Property.

Saie of the Property.. To the‘extent pamitted by applicable law, Grantor hereby walves any and all rights to have the
Property marshalled. Iri.exercising its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Property together 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 Propeny

Attorneys’ Fees; Expenses i Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitled:fo recover stch*sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. Whether or not any court:action is involved, and to the extent not prohibited by law, all reascnable
expenses Lender incurs that in Lender's opinion are necessary &t 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 until repaid. Expenses covered by this paragraph include, without limitation,
however subject to any limits under-applicablg law, Lender's attorneys’ fees and Lender’s legal expenses, whether or not
there is a lawsult, including attorneys’ fees and expenses for bankruptcy proceedings (including efforts to modify or
vacate any automatic stay or injuriction), appeals; and any anticipated post-judgment collection services, the cost of
searching records, obtaining title"reports..(including. foreclosure reports), surveyors' reponts, and appraisal faes, title
insurance, and fees for the Trustes, to'the extent permrrted by applicable law. Grantor also will pay any court costs, in
addition to all other sums provided by law:

Rights of Trustee. Trustee shall have all of _the_;rights arid duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE:; The following provisions relating to the powers and obligations of Trustes
(pursuant to Lender’s instructions) are part of this: Deed of Trust:

Powers of Trustee. In addition to all powers: of Truslee arising as a matter of law, Trustee shall have the power to take
the following actions with respect to the Property upon the written request of Lender and Grantor: (a) join in preparing
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 (c) join in any subordination or other
agreement affecting this Deed of Trust or the interest of Lender urder this Deed of Trust.

Obligations 1o Notify. Trustes shail not be obligated 1o netify .-a'rry"o_tﬁor party of a pending sale under any cther trust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless required by
applicable law, or unless the action or proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Truste¢ under applicable law. In addition © the rights and
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 judlcral foreclosure in either case in accordance with and
10 the full extent provided by applicable law.

Successor Trustee. Lender, at Lender's option, may from tlrne to tnme appornt a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office
of the recorder of Skagit County, State of Washington. The instrument shall contain, in addition to all other matters
required by state law, the names of the original Lender, Trustes, and Grantér, ihe book and page or the Auditer’s File
Number where this Deed of Trust is recorded, and the name and address of the.sUccessor trustee, and the instrument
shall be executed and acknowledged by Lender or its successors in interest. sThe successor trustee, without conveyance
of the Property, shall succeed to all the tile, power, and duties conferred upon the Trustee!in this Deed of Trust and by
applicable law. This procedure for substiution of Trusiee shall govern to fhe exclusuon o’r al'l other provisions for
substitution. .

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be gnren 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 writing, and shall be effective when actually delivered, when aotually received by telefacsimile (unless
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if mailed, when deposited in
the United States mall, as first class, certified or registered mail postage prepaid, directed to the addresses shown near the
beginning of this Deed of Trust. Al copies of nofices of Toreclosure from the holder of any fien. which-has’ priority over this
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust. Any.party may change its
address for notices under this Deed of Trust by giving formal written notice to the other parties, spedifying that the. purpose of
the notice is to change the party's address. For notice purposes, Grantor agrees to keep Lender inforred at all times of
Grantor's current address. Subject to appiicabie law, and except for notica required or ailowed by lawto-be given in“another
manner, if there is more than one Grantor, any notice given by Lender to any Grantor is deemed to be notloo grven to all

Grantors.

MISCELLANEQUS PROVISIONS. The following miscellaneous piovisions are a part of this Desed of Trust :
Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understandrng and

agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment o this Deed of |
Trust shall be effective unless given in writing and signed by the party or parties sought to be charged ot bound by the B

alteration or amendment.

Annual Reports. H the Property is used for purposes other than Grantor's residence, Grantor shall rurnrsh‘ to‘. L‘ende_r’,f'
upon request, a certified statemsnt of net operating income received from the Property during Grantor's previgus. fiscal

year in such form and detail as Lender shall require. "Net operating income" shall mean all cash receipts from th
Property less all cash expenditures mads 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 Trust.

Merger. There shall be no merger of the interest or estate created by this Deed of Trust with any other interest or estate

]
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- _in'lt‘he't’roperty at any tima held by or for the benefit of Lender in any capacity, without the written consent of Lender.

- Govermng Law. This Deed of Trust will be governed by federal law applicable to 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 Venue. If there is a lawsuit, Grantor agrees Lipon Lender's request to submit to the jurisdiction of the courts of
Whatcom County, State of Washington.

NoWaiver: by Lender. Lender shall not be deerned to have waived any rights under this Deed of Trust unless such
waiver is-given inwriting and signed by Lender. No delay or omission on the part of Lender in exercising any right shall

operata as-a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudlce or.constitute a waiver of Lenders 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 Granfor, shall

constitute a waiver of‘any of Lender's rights or of any of Granter's obligations as to any future transactions. Whenaver
the consent of Lendef is-required under this Deed of Trust, the granting of such consent by Lender in any instance shall

not constitute continuing consent to subsequent instances where such consent is required and in all cases such consent

may be granted or withheld in the sole discretion of Lender.

Severabiiity. If a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circurnstance, that finding shall not maks the offending provision illegal, invalid, or
unenforceable as to any othericircumstance. I feasible, the offending provision shall be considered modified so that it
becomes legal, valid and enforceabile.. If the ottending provision cannot be so modified, it shalt be considered deleted
from this Deed of Trust. -Unleés ptherwise required by law, the illegality, invalidity, or unenforceability of any provision of
this Deed of Trust shail not aﬂect the legahty validity or enforceability of any other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Desed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding. upon and.inurg to the benefit of the parties, their successors and assigns. If ownership of

the Praperty becomes vested in-a:person.other than Grantor, Lender, without 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 liability under the Indebtedness.

Time is of the Essence. Time is: of the essance’ |n the perfarmance of this Deed of Trust.

Waive Jury. All parties to this Deed of Trust hereby walve the right to any jury trial in any action, proceeding, or
counterclaim brought by any party’ agalnst any other party.

Waiver of Homestead Exemption, Grantor hereby Teloases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust,

DEFINITIONS. The following capitalized words and terms. shall have thea following meanings when used in this Deed of Trust.

Unless specifically stated to the contrary, all refererices to dollar amounts shall mean amounts in lawful money of the United
States of America. Words and terms used in the singtlar shall include the piural, and the plural shall include the singular, as
the context may require. Words and terms not otherwise defined in this Deed of Trust shall have the meanings attributed to
such terms in the Uniform Commercial Code: g

Beneficiary. The word "Beneficiary" means Horizon Bank and. rts ‘ecessors and assigns.

Borrower. The word "Borrower' means Ovetlook Crest LLC and |ncludes all co-signers and co-makers signing the
Note and all 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 relatlng to the Personal Property and Rents.

Default. The word *Default" means the Default set forth in this® Desd 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. P

Grantor. The word "Grantor" means Overlook Crest, LLC.

Guarantor. The word "Guarantor" means any guarantor, surety’ or accomnmdatuon party of any or all of the
Indebtedness.

Guaranty. The word "Guaranty” means the guaranty from Guaranior to Lender |nclud|ng W|thout limitation a guaranty of
all or part of the Note. E

Improvements. The word "Improvements® means all existing and future mprovements buﬂdlngs structuras, mobile
homes affixed on the Real Property, facilities, additions, replacements and other.gonstruction on-the Real Property.

Indebtedness. The word "Indebtedness” means all pringipal, interast, and other amouiiis,‘costs and expenses payable
under the Note or Related Documents, togsther with all renewals of, extensions of smedifications of, consolidations of
and substitutions for the Note or Related Documents and any amounts expended or.advanced:by Lander to discharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's’ obllgatlons urider this Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust. .

Lender. The word “Lender” means Horizon Banlc, its successors and assigns.

Note. The word "Note” means the promissory note dated December &, 2006, In the orrglnal princlpal amount
of $3,393,000.00 from Grantor 1o Lender, together with all renewals of, extensions of, modifications of; refinancings
of, consotldatlons of, and substitutions for the promissory note or agresment. NOTICE TO GHANTOFI ‘I‘HE NOTE
CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other arlicles q_f: persnal property
now ot hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property; together, with all
accessions, paris, and additions to, all replacements of, and all substitutions for, any of such property; and.together with:
all issues and profits thereon and procesds (including without limitation all insurance proceeds and refunds of premlums) .
from any sale or other disposition of the Property. B

Property. The word "Property" means collectivaly the Real Property and the Personal Property.

Real Property. The words "Real Property” mean the real property, interests and rights, as further descnbect in thts Deed.{-
of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements, loan agreernents,
guaranties, security agresments, morigages, deeds of trust, security deeds, collateral morgages, and all other.”
instruments, agreements and documents, whether now or hereafter existing, executed in connection with “the
Indebtednass; provided, that the environmental indernity agreements are not “Related Documents” and are not securad
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Flents The word "Rents” means all present and future rents, revenues, income, issues, royalties, profits, and other
" benefits derived from the Property.

Trustee. 'The word "Trustee" means Westward Financial Services Corporation, whose mailing address is 1500 Cornwall
Avenue, Bellmgham WA 98225 and any substitute or successor trustees.

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO TTS TERMS

GFIANTOR

OVERLOOK-CREST, LLC

stave or WASHI W
COUNTY OF Waﬂ
On this "‘{T‘H day o! DC:CE W@ CjL . 20 06

Notary Public, personally appeared Robert W. ~Janickl, Member of Overlook Crest, LLC, and perscnally known to me or
proved to me on the basis of satisfactory.evidence to be a member or designated agent of the limited hiability company that
executed the Deed of Trust and acknowledged the: Deed of Trust to be the free and voluntary act and deed of the limited
liability company, by authority of statute, its articies of orgapization or its operating agreement, for the Uses and purposes
\here\ antipned, and on oath stated that he of she is guihdrized o execute this Deed of Trust and in fact executed the

- Resliding at F&@\IUHT/E

Public in and for the State of /¥ i My commission expires AR

} 88

REQUEST FOR FULL RECONVEYANCE

To: , Trustee ™~

The undersigned is the legal owner and holder of all indebtedness secured by thIS Daed of Trust. You are hereby requested,
upan payment of all sums owing to you, to reconvey without warranty to the persons entitied thereto, the right, title and
interest now held by you under the Deed of Trust.

Date: " e’ Beneﬂclary

LASEA PRO Lending, Ver. 5.31.00.004 Copr. Hariand Financisl Solutions, Inc. 1987, 2008. All Rights Reasred. - WA cACFIWIMCFILPLWG01FC TR-832 .74
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EXHIBIT A
PARcEgAq;"

Government Lots 3 and 4 of Section 31, Township 34 North, Range 5 East of the Willamette
Meridian; S

EXCEPT thé "Sonjﬂ} 300__feet (20 rods) of said Lot 4.
Situated in Skagit County, Wa’éh.ing_t_qn.
PARCEL B: o

That partion of Government Lots 7 and 8 tying East of Drainage Ditch and Pond in Section 36,
Township 34 North, Range 4 East:'__of--the Willametie Meridian.

Situated in Skagit County, Washinéfo'"-' -y _

The Southeast Quarter of the Northeast':dl._{arte_:r-ar'l‘d that portion of Government Lot 6, lying
East of the Northern Pacific Railway right-of way, in Section 36, Township 34 North, Range 4
East of the Willamette Meridian; S

EXCEPT highway right of way; o
AND EXCEPT that portion of said property described as follows:

Beginning at the Southeast corner of the Northeast Quarter of said Section 36;

Thence South 89°25'43" West afong the South line of said Northeast Quarter, a distance
of 1.208.46 feet to the true point of beginning of this description;,

Thence North 17°05'32" West, a distance of 930.67 feet; - :

Thence South 74°16°52" West, a distance of 508.04 fget, more or iess, to a point on the
Easterly right of way line of State Highway 1-A, 50

Thence in a Southerly direction along the Easterly right of way line of State Highway 1-A
on a curve to the right to a point on the South line of said Northeast Quarter of said
section; - T

Thence North 89°25'43” East aiong said South line of said Northeast Quarter, a distance
of 514.21 feet, more or less, to the true point of beginning. B

Situated in Skagit County, Washington.

- END OF EXHIBIT “A” -
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