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CONSTRUCTION DEED OF TRUST

e FIRST AMERICAN TITLE CO.
DATE: March 14, 2007 q i 7’9’25
Reference # (if applicable) 90732;___‘_; Additional on page

Grantor(s):
1. KAALAND, WILLIAM N
2. KAALAND, PATTY I___.

Grantee(s)
1. BUSINESS BANK OF SKAGIT COUNTY
2. FIRST AMERICAN TITLE COMPANY Trustee

Legal Description: SECTION 36, TOWNSHIP 35
RANGE 4; PTN. SE
Additiona! on page 9

Assessor's Tax Parcel ID#: 350436-4- OO’I 0004 350436 4-001-0103, 350436-4-002-0003,
350436-4-003-0002, 350436-0-004-0400 '

THIS DEED OF TRUST is dated March 14, 2007, among WILLIAM N. KAALAND and PATTY L.
KAALAND: Husband and Wife {"Grantor"); BUSINESS BANK:OF SKAGIT COUNTY, whose
mailing address is BURLINGTON OFFICE, 1854 SO BUHLINGTON BLVD, BURLINGTON, WA
98233 (referred to below sometimes as "Lender” and sometlmes as "Beneficiary"); and FIRST
AMERICAN TITLE COMPANY, whose mailing address is- 1301 B RIVERSDIE DRIVE, MOUNT
VERNON, WA 98273 (referred to below as "Trustee"). $ox
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale. right
of entry and possessmn and for the benefit of Lender as Beneficiary. all of Grantor's right, title, and interest in and to
the following described real property, together with ail existing or subsequently erected or affixed buildings,
improvements’ and fixtures; all easements, 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, royalties, and profits relating to the real
property, includirig. witheut limitation all minerals, ail, gas, geothermal and similar matters, {the "Real Property™)

located in°SKAGIT. Caunty, State of Washington:

See SCHEDULE "C" .whlch is attached to this Deed of Trust and made a part of this Deed
of Trust as |f fully set forth herein.

The Real Property or lts address is commonly known as 12082 MOUNTAIN LANE , SEDRO
WOOLLEY, WA 98284.  The Real Property tax identification number is 350436-4- 001 -0004,
350436-4-001 0103 350436 4 002 0003, 350436-4-003-0002, 350436-0-004-0400

Grantor hereby assigns as securlty 1o Lender all of Grantor's right, title, and interest in and to all leases, Rents, and
profits of the Property. This: agsignment js recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intended to be specific, perfected, and choate upon 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 accelératicn of aII -or part of the Indebtedness,

THIS DEED COF TRUST, INCLUDING THE ASSIGNMENT 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 NQTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as othermse provided in this Deed of Trust, Grantor shall pay te Lender all
amounts secured by this Deed of Trust as they becomé due, and shall strictly and in a timely manner perform all of
Grantor's obligations under the Nate, this Deed ef Trust and the Related Documaents.

CONSTRUCTION MORTGAGE. This Deed of Trust is a "construction mortgage” for the purposes of Sections 9-334
and 2A-309 of the Uniform Commercial Code, as those sections have been adopted by the State of Washington.

POSSESSION AND MAINTENANCE OF THE PROPERTY Grantar agrees that Grantor's possession and use of the
Praperty shali be governed by the foltowing prowsmns

Possession and Use. Until the occurrance 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 defaultl. The following provisions
relate to the use of the Property or to other I|m|tat|0ns on the Property The Real Property is not used principally
for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Property in. tenantable condltlon and promptiy perform all repairs,
raplacements, and maintenance necessary to preserve its value, 7

Nuisance, Waste. Grantor shall nat cause, conduct or permlt a.ny nuisance nar commit, 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
foregaing, Grantor will not remove, or grant to any ather party the:right 16 remove, any timber, minerals {including
oil and gas), coai, clay, scoria, soil, gravel or rack products Witho'ut 'L'e'nder's' PLiGr- written consent.

Removal of Improvements. Grantor shail not demolish or remove any Improvements from the Real Property
without Lender's prior written consent. As a condition to the removal ¢f ady Improvements, Lender may raquire
Grantor to make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
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. Pmperty for purposes of Grantor's
compliance with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly CO[j"Ip_|V, and sh_‘a"tl promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatseever who rent, lease or
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations; riow or hereafter
in effect, of all governmental authorities applicable to the use or occupancy of the Properw,.mcludmg without
limitation, the Americans With Disabilities Act. Grantor may contest in good faith any sUch-law, ordinance, or
regulation and withhold compliance during any proceeding, including appropriate appeals, s0 . Iong as Grantor has
notified Lender in writing prior 1o doing se and so long as, in Lender's sole apinion;. Lender 5. mterests in the
Property are not jecpardized. Lender may require Grantor to post adequate security or a surety bend reasonably
satisfactory to Lender, to protect Lender's interest. . : .

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantot ehal! do aII ather
acts, in additicn to thase acts set forth above in this section, which from the character and usa, SF the Property are
raasonably necessary to protect and preserve the Property.

Construction Loan. |f some or all of the proceeds of the loan creating the Indebtedness are to be used 10 i:onstruct“__
or complete censtruction af any Improvements on the Property, the improvements shall be completad no latér than

the maturity date of the Nete (or such earlier date as Lender may reasonably establish) and Grantor shall, pay infull
all costs and expenses in connection with the work. Lender will disburse loan proceeds under such terms and 7

conditions as Lender may deem reasenably necessary to insure that the interest created by this Deed of Trist shallr’"

have pricrity over all possible liens, including those of material suppliers and warkmen. Lender may require,“ameng

other things, that disbursement requests be supported by receipted bills, expense affidavits, waivers of Iuens -

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 payab’teéﬁ

sums secured by this Deed of Trust or (B) increase the interest rate provided for in the Note or other document
avidencing the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
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Wlthout Lender s prtor written consent, of all or any part of the Real Property, or any interest in the Real Property. A
"saleors 4ransfer” means the conveyance of Real Property or any right, title or interest in the Real Property; whether
legal; benefl(:lal gr équitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract,
land Gomtract, gbngract for deed, leasehold interest with a term greater than three (3) years, lease-option contract, or by
sale, assngnment ‘or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by any
other mathod. of coriveyance of an interest in the Real Property. However, this option shall not be exercised by Lender
if such exercise is prohrbrted by federal law or by Washington law.

TAXES AND LIENS The foIIownng provisions relating to the taxes and liens on the Property are part of this Deed of
Trust:

Payment. Grantor shall pay, when due land in all events prior to delinquency) all taxes, special taxes, assessments,
charges {including:watér ‘and sewer}, fines and impositions levied against or on account of the Property, and shall
pay when dus all glajms for, work done on or for services rendered or material furnished to the Property. Grantar
shall maintain the’ Property frée of all liens having priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due and except as otherwise provided in this Dead of
Trust. : ¥

Right to Contest. Grantor may withheld payment of any tax, assessment, or claim in connectian with a good faith
dispute over the abligation to<pay, solong as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as a result of ncnpavment Brantor shall within fifteen {15} days after the lien arises or, if a lien is filed,
within fifteen {15) days after Grantor has natice 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 satistactory to Lender in an
amount sufficient to d|scharge the fien? plus.any costs and attorneys' fees, ar other charges that could accrue as a
result of a foreclosure or sale {linder the I|en In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse Judgment before ghforcement against the Property. Grantor shali name Lender as an additional
obligee under any surety bond furmshed in the contest proceedings.

Evidence of Payment. Grantar shal upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropfiate 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 nctlfy Lender at-least fifteen {15) days before any work is commenced, any
services are furnished, or any materials are supplied toithe Property, if any mechanic’s lien, materialmen's lign, or
other lien could be asserted on account .of the worl: services, or materials. Grantor will upan 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 pra\nsmns relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shali prccure and maintain policies of fire insurance with standard extended
coverage endarsements on a replacement basis for the fulls ‘instiratile value covering all Impravements on the Real
Property in an amount sufficient to aveid application of“any’ coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure ard miaintain comprehensrve general liability insurance in such
caverage amounts as Lender may request with Trustee and Lender being named as additional insureds in such
liability insurance policies. Additienally, Grantor shall marntaln such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasgnably 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 Lendgr, including stipulations that coverages will not be
cancelled or diminished without at least thirty (30} days prior written notice to Lender. Each insurance policy alsa
shall include an endorsement providing that coverage in favor of'Lender will pat be impaired in any way by any act,
omission or default of Grantor or any other persen. Should the Real"Property.-be ‘geated in an area designated by
the Director of the Federal Emergency Management Agency as a spemal Hood hazard area, Grantor agrees 1o
obtain and maintain Federal 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 unpaid prrnmpal batance of the ioan and any prior liens
on the property securing the loan, up to the maximum policy limits set undér the Natiopal Flood Insurance Program,
or as otherwise required by Lender, and to maintain such insurance for the term of the Ioan

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to e Property. Lender may
make proof of loss if Grantor fails t¢ do so within fifteen {15) days of the casualty: Whether or not Lender's
security is impaired, Lender may, at Lender's election, receive and retain the proteeds of anyinsurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting ithe Property; or the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration: and repair, AGrantor shall rapair or
replace the damaged or destroyed Improvements in a manner satisfactory to Lehder. ALender shall, upon
satisfactory proof of such expendlture, pay or reimburse Grantor frem the proceeds.for thé reasanable cost of
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have net been
disbursed within 180 days after their receipt and which Lender has not committed to the.fepaif or restoration of
the Property shall be used first ta 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. . tf'Lender halds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid withoit, mterest 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 shal! furnlsh
to Lender a report on each existing policy of insurance showing: (1) the name of the insurery’ (2). ‘the Tisks
insured: (3) the amount of the policy; (41 the property insured, the then current replacementivalue aof siich
praperty, and the manner of determining that value; and (5) the expiration date of the policy. Grantor shall; upon‘i
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement cost ;
of the Property. :

LENDER'S EXPENDITURES. If any acticn or proceeding is commenced that would materially affect Lender s mterest, in .
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents,iiritluding

but not limited to Grantor's failure to discharge cor pay when due any amounts Grantor is required 1o discharge or; nay’ .
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obfigated to} take

any action that {ender deems appropriate, including but not limited te discharging or paying all taxes, liens, sequrity
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 .
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bear mterest 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 payable on
demand; (B) be’added to the balance of the Note and be apportionad among and be pavyable with any installment
payments to become due during either (1} the term of any applicabie insurance palicy: or {2) the remaining term of
the Note;6f (Gl be treated as a balloon payment which will be due and payable at the Note's maturity. The Deed of
Trust also-will sgcure~payment of these amounts. Such right shall be in addition to all other rights and remedies to
which Lender may be entltied upon Default.

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

Title. Grantor warrants that (a} Grantor holds good and marketable title of record to the Property in fee simple,
free and clear of all ligns and ancumbrances other than those set forth in the Real Property description or in any
title insurance- pohcy, title rgport, or final title 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 autharity to execute and deliver this Deed of
Trust to Lender. A

Defense of Title. Subject to’ the exception in the paragraph above, Grantor warrants and will forever defend the
title to the Property agamst the lawful claims of al persons. In the event any action or proceeding is cammenced
that questions Grantor's tlt!_e ar-the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at Grantor's expenge. “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 to be delwered to Lender such instruments as Lender may request from time to time
1o permit such partw|pat|on A

Compliance With Laws. Grantor warrants that the Property and Grantar's use of the Property complies with all
existing applicable laws, ordmanqes, arid regulatlons of gavernmental authorities.

Survival of Reprasentations and'Warrantaes AII represantations, warranties, and agreements made by Grantar in
this Deed of Trust shall survive the axecutian ‘and delivery of this Deed of Trust, shall be cnntrnumg in nature, and
shall remain in full force and effect untit such-time as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The following provisions f"eiat'ing to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condemdnation is~filed, Grantor shall promptly notify Lender in writing, and
Grantor shall promptly take such steps as may+be.riecessary to defend the action and obtain the award. Grantor
may be the nominal party in such proceeding, byt Lender shall 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 mstruments and documentation as may be requested by Lender from time to
time to permit such participation. :

Application of Net Proceeds. If all ar any part of the Propert\/ is condemned by eminent domain proceedings or by
any proceeding or purchase in lieu of condemnation, Lender’ rnav 'at its election require that all or any portion of the
net proceeds of the award be applied to the Indebtednéss:or thé repair or restoration of the Property. The net
proceeds of the award shall mean the award after payment of all redsonable costs, expenses, and attorneys' fees
incurred by Trustee or Lendar in connection with the condemnation

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES The following provisions relating
to governmental taxes, fees and charges are a part of this Deed of Trust

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such decuments in addition to
this Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender's lien 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, ineluding without limitation all taxes, fees,
documentary stamps, and other charges for recording or registering this D_e'éd of 'Tl"ust

Taxes. The following shall constitute taxes to which this section applies: 1 s specnﬁc tax upon this type of
Deed of Trust or upon all or any part of the Indebtedness secured by this® Deed of Trust; (20 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 against the Lender or the holder of the Note;
and {4} a specific tax on all or any portion of the Indebtedness or on payments of prmmpal and interest made by
Grantor. .

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the dats of this Deed of
Trust, this event shall have the same effect as an Event of Default, and Lenderimay exefcise any or all of its
available remedies for an Event of Default as provided below unless Grantor eitbier (1) pdys the tax before it
becomes delinquent, or (2) contests the tax as provided above in the Taxes and Liens’ sgction and deposits with
Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender- E

SECURITY AGREEMENT: FINANCING STATEMENTS. The following provisions relating to th|s
security agreement are a part of this Deed of Trust:

ee"d of Trust as a

Security Agreement. This instrument shall constitute a Security Agreement to the ekten't én’y of+the’ Property
constitutes fixtures, and Lender shall have all of the rights of a secured party under the Un|f0rm Commerc:al Code
as amended from time to time. =

Security Interest. Upon request by Lender, Grantor shall take whataver action is requested by Lendér o ﬁerf@ct
and continue Lender's security interest in the Rents and Personal Property. In addition to recording this;Deéd of
Trust in the real property records, Lender may, at any time and without further authorization frorn Grantor, file
exacuted counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall.
reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon defaylt, Grar_ytor
shall not remove, sever or detach the Personal Property from the Property. Upon defauit, Grantor shall, assemble ¢
any Personal Property not affixed to the Property in a manner and at a place reasonably convenient to Grandtor, Anid
Lender and make it available to Lender within three (3} days after receipt of written demand from Lender to the
extent permitted by applicable law. ; i

Addresses. The mailing addresses of Grantor (debtor) and iender (secured party) from which |nformat|cn_ '
concerning the security interest granted by this Deed of Trust may be obtained (each as required by the Umform"
Commercial Code) are as stated on the first page af this Deed of Trust.

FURTHER ASSURANCES: ATTORNEY-IN-FACT. The following provisiocns relating to further assurances and
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attorney -insfact: are a part of this Deed of Trust:

Further Assurances At any time, and from time to time, upon reguest of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lerder, gdusa to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and plétes as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agregments, . f|nanc|ng statements, 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 effectuate, complete,
perfect,/continue, of.preserve (1) Grantor's pbligations under the Note, this Deed of Trust, and the Related
Dacuments, and, 2y the liens and security interests created by this Deed of Trust as first and prior liens on the
Property, whether now owned or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees te the
contrary in writing,” Grantor._shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred 10 |n this paragraph

Attorney-ln-Fact.-- '|f Gr,.anlor far_l_s to do any of the things refarred to in the preceding paragraph, Lender may do so
for and in the name of ‘Grantet and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Granter's attorney insfact for the purpose of making, executing, delivering, filing, recording, and doing all
other things as may be, necessary or deswable in Lender’s sole apinion, to accomplish the matters referred ta in
the preceding paragraph i

PARTIAL RELEASES. Lerider shall execute partial releases of the lien of this Deed of Trust upen the following
conditions: NET PROCEEDS OF $200, OOO_ 0Q PER LOT FOR THE FIRST FIVE LOTS SOLD.

FULL PERFORMANCE. |f Grantar pays alf the Indebtedness when due, and otherwise performs all the ohligations
imposed upon Grantor under this.Deed of.Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shail execute and dgliversto Grantor suitable statements of termination of any financing statament on
file evidencing Lender's security interest.in the Rents and the Personal Property. Any reconveyance fee shail be paid by
Grantor, if permitted by applicable law? The grantee-in any reconveyance may be described as the "person or persons
legally entitled thereto”, and the recitals in the recenveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts. SR

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

Payment Default. Grantor fails to make anv‘._;iayrneht_.__w'hen due under the Indebtedness.

Other Defaults. Grantor fails to comply’ irvitH' oF ‘to perform any other term, obligation, covenant ar condition
contained in this Deed of Trust or in any of the Related Documents or to comply with or to perform any term,
obligation, covenant or condition contained in: any other agreement between Lender and Grantor.

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

Default on Other Paymeants. Failure of Grantor within the t,rme_,ré}qu'ired by this Deed of Trust to make any payment
for taxes or insurance, or any other payment necessary fa prévent 'f:ifi'ng of or to effect discharge of any lien.

Default in Favor of Third Parties. Should Grantor default,under any lean, extension of credit, security agreement,
purchase or sales agreement, or any other agreement, in favor, of any other creditor or person that may materially
affect any of Grantor's property or Grantor's ability to Fepay the- lndebtedness or perform their respective
obligations under this Deed of Trust or any of the Related DOCUments

False Statements. Any warranty, representation or statement made or furnlshed to Lender by Grantar or on
Grantar's banalf undar this Deed of Trust or the Related Documernts is faise ar misleading in any material respect,
gither now or at the time made or furnished or becomes false or mlsleadlng atany time thereafter.

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full force and
effact {including failure of any collateral document to create a valid-and: perfented securlty interest or lien} at any
time and for any reasan.

Death or Insolvency. The death of any Grantor, the insolvency of Grant'or the appointment of a receiver far any
part of Granior's property, any assignment for the benefit of creditors,: any type of oreditor workout, or the
commencement of any proceeding under any bankruptcy or insolvency Iaws by gr agdingt Grantor

Creditor or Forfeiture Proceedings. Commencement of fareclosure or forfaiture” prm:eedlngs whether by judicial
proceeding, self-help, repossessian or any other method, by any creditor of Grantor or by any governmental agency
against any property securing the [ndebtedness. This includes a garnishment of any ofGrantor's accounts,
including deposit accounts, with Lender. However, this Event of Default shall: nat applyif there is a good faith
dispute by Grantor as to the validity or reasenableness of the claim which is the® ‘bésis of the creditor or forfeiture
proceading and if Grantor gives Lender written notice of the creditor or forfeiture, proceedrng and. deposits with
Lender monies or a surety bond for the crediter or forfeiture proceeding, in an amourit determlned bv Lender, in its
sole discretion, as being an adequate reserve or bond for the dispute. : K

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

Events Affecting Guarantor. Any of the preceding events occurs with respect 1o any guarantgr endorser surety,
or accommadation party of any of the Indebtedness or any guaranter, endorser, surety, or accommodatlon party
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, Lender, at its option, may, but shall not be requiréd 10, permit ‘the
guarantor's estate to assume unconditicnally the eobligations arising under the guaranty in a manngr satesfactory tc-f
Lender, and, in doing so, cure any Event of Defau't. :

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender belreves R e_;'
prespect of payment or performance of the Indebtedness is impaired. E

Insecurity. Lender in good faith believes itself insecure.

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

Election of Remedies. Election by Lendar 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 chifigation of Grantor under this Deed of Trust,
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after Grant’er"-s failure to perfarm, shall not affect Lender’s right to declare a default and exercise its remedies.

‘Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness immediately
dug and peyable including any prepayment penalty which Grantor would be required to pay.

Foraclosure Wlth respect to all or any part of the Real Property, the Trustee shall have the right to exercise its
powerof sale.and” to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial
foreclos__l_.lre in gither case in accordance with and to the full extent provided by applicable law.

ucc R'eme'diee.""__Witn raspect to all or any part of the Personal Property, Lender shall have all the rights and
remedies of a secured-party under the Uniform Commercial Code.

Collect Rents. Lendef ShéJ! have the right, without notice to Grantar to take possession of and manage the
Property and collect the Rents, including amounts past dua and unpaid, and apply the net proceeds, over and
above Lender's costs, agamet the Indebtedness. In furtherance of this right, Lender may require any tenant or
other user of the Property ta. make payments of rent or use fees directly to Lender. If the Rents are collected by
Lender, then Grantar 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. Payments by tenants
or other users to Lender i responee to Lender's demand shall satisfy the abligations for which the payments are
made, whether or not-any:proper greunds for the demand existed. Lender may exercise its rights under this
subparagragh either in person; by agent, or through a receiver.

Appoint Receiver. Lender shall have‘the right to have a receiver appointed to take possession of all ar any part of
the Property, with the power to proiect and preserve the Property, to operate the Property preceding or pending
foreclosure or sale, and to'coltect the Rents from the Property and apply the proceeds, over and above the cost of
the receivership, against the Indebtedness The receiver may serve without bond if permitted by law. Lender's
right to the appointment of a receiver-shall exist whether or not the apparent value of the Property exceeds the
Indebtedness by a substantial amount Empl‘o‘yment by Lender shall not disqualify a person from serving as a
recejver. . g

Tenancy at Sufferance. |f Granter remalns in possessmn of the Property after the Property is sold as provided
above or Lender otherwise becomes entitled to possession of tha Property upon default of Grantor, Grantor shall
become a tenant at sufferance of Lender or the purghaser of the Property and shall, at Lender's pption, either (1}
pay a reasonable rental for the use of the Property, or (2) vacate the Praperty immediately upon the demand of
Lender. g

Other Remedies. Trustee or Lender shall have anv other right or remedy pravided in this Deed of Trust or the Nate
or available at law or in equity.

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 inténded dispasition 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 conjunctmn with any sale of the Real Property.

Sale of the Property. To the extent permitted by apphcabfe law, Grantor hereby waives any and all rights to have
the Property marshalled. In exercising its rights and remedles the Trustee or Lender shall be free to sell all ar any
part of the Property tagether or separately, in one sale ar by separate sales Lender shall be entitled to bid at any
public sale on all or any portion of the Proparty.

Attorneys' Fees; Expenses. If Lender institutes any suit or ac_t-io_n- 'to enf,o'ree any of the terms of this Deed of
Trust. Lender shall be entitled to recover such sum as the court may adjudge‘reasonable as attorneys' fees at trial
and upon any appeal. Whather or not any court action is involved, and fo ithe extent not prohibited by law, all
reasonabie expenses Lender incurs that in Lender's opinion are 'necessarv 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 until repaid... Expenses covered by this paragraph inciude,
without limitation, however subject to any limits under applicable law, Lender's attorneys’ fees and Lender's legal
expenses, whether or not there is a lawsuit, including attorneys’ fees and expenses:for bankruptcy proceedings
{including efforts to modify or vacate any automatic stay or injunction}, appeals, and any anticipated post-judgment
collection services, the cost of searching records, obtaining title reports lincluding fereclosure reparts), surveyors'
reports, and appraisal fees, titie insurance, and fees for the Trustee, to:the-extent permltted by applicable law.
Grantor also will pay any court costs, in addition to all other sums provided by, |aw.

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as set -forth‘"‘in this section,

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obllgatlons of Trustee
{pursuant to Lender's instructions) are part of this Deed of Trust:

Powers of Trustes. In addition to all powers of Trustee arising as a matter of Iaw, Truetee shall _hav'e the power to
take the following actions with respect to the Property upon the written request of Lender.and Grantor: (a) jein in
preparing and filing a map or plat of the Real Property, including the dedication of stregts-“or gther rights to the
public; (b} jein in granting any easement or creating any restriction on the Real Prd‘perty, and.~{c) fain in any
subordination or other agreement affecting this Deed of Trust gr the interest of Lender under IhiS Deed of Trust.

Obligations to Notify. Trustee shall not be obhgated to notify any other party of a pendmg sale under ariy; other
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 hrought by Trustee. : ST e

Trustee., Trustee shall meet all qualifications required for Trustee under applicable law. In addltlon 1o the nghts

and remedies set forth above, with respect to all or any part of the Property, the Trustee shall hava the Hight’ to_l_
fareclose by notice and sale, and Lender shall have the right to foreclose by judicial foreciosure, i elther «ase in =

accordance with and to the full extent provided by applicable Jaw.

Successor Trustee. Lender, at Lender's option, may from time to time appoint a successor Trustee to any.: Trustee_f"

appointed under this Deed of Trust by an instrument executed and acknowledged by tender and recorded:in the

office of the recorder of SKAGIT County, State of Washington. Tha instrument shall contain, in addition eil_v”‘

other matters required by state law, the names of the original Lender, Trustee, and Grantor, the baok and page of

the Auditor’s File Number where this Deed of Trust is recorded, and the name and address of the successqr:“':

trustee, and the instrument shall be executed and acknowledged by Lender or its successors in interest. “The
successor trustee, without conveyance of the Property, shall succeed to ali the title, power, and duties canferred

upan the Trustee in this Deed of Trust and by applicable law. This procedure for substitution of Trustea shall

-

govern te the exclusion of all other provisions for substitution.
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NGTICES Sub]ect to applicable law, and except far notice required or aflowsd by law to be given in another manner,
any notice required to be gwen 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 actually received by
telefacsimile {urless otherwise required by law), when deposited with a nationally recognized cvernight 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 Dead of Trust. All copies of notices of foreclosure from the holder of
any lien which has prlorlty over this Dead of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of Frust, “Any.party may change its address for notices under this Deed of Trust by giving formal written
notice to the gther: partxes gpecifying that the purpose of the notice is to change the party’s address. For notice
purposes, Grantor agregs T keep Lender informed at all times of Grantor's current address. Subject to applicable faw,
and except for notice reqmred or allowed by law to be given in another manner, if there is more than one Grantor, any
natice given by Lender.to any Grantor is deemed to be notice given to all Grantors.

MISCELLANEQUS PRQVISI_QI\J_S. __'_Ehe following miscellanacus provisions are a part ot this Deed of Trust:

Amendments. This Deéd of Ffust, together with any Related Documents, constitutes the entire understanding and
agreement of the parties as'to-the matters set forth in this Deed of Trust. Mo alteration of or amendment to this
Deed of Trust shall be gffective upless given in writing and signed by the party or parties sought to be charged or
bound by the alterationor. amendment

Annual Reports. |f the Property is used for purposes other than Grantot’s residence, Grantor shall furnish to
Lender, upon request, a certified statement of net operating income received from the F'roperty during Grantor's
previous fiscal year in sugh fform ang detail as Lender shall require. "Net operating income” shall mean all cash
receipts from the Property less all cashiexpénditures made in connection with the operation of the Property.

Caption Headings. Captieh he__gd_j’hgs ,inu___th't's Deed of Trust are for convenience purposes only and are not 10 be
used to interpret or define the provisions of this Deed of Trust.

Merger. There shall be ne merger of the lnterest or estate created by this Deed of Trust with any other interest or
estate in the Property at any time’ held bv or for the benefit of Lender in any capacity, without the written consent
of Lender. :

Govetning Law. This Deed of Trust w:ll; e"gd'verned by federal law applicable to Lender and, to the extent not
preempted by federal law, the laws of the State of Washmgton without regard to its conflicts of law provisions.
This Deed of Trust has been accepted bv_Lender__m th_e State of Washington.

Choice of Venue. [f there is a lawsuit, C-‘ir'::an_tci'ii ___ag‘tees upon Lender's request to submit to the jurisdiction of the
courts of SKAGIT County, State of Washingtpn,~

Joint and Several Liability. All obligations of>Grantor under this Deed of Trust shall be joint and several, and all
references to Grantor shall mean each and évéry Grantor. This means that each Grantor signing below is
responsible for all obligations in this Deed of Trust:” S

No Waiver by Lender. Lender shall not be deemad to have: wawed 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 rlght “A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constituts a waiver of Lender’s rlght otherwise to demand strict compliance with that
pravision or any other provision of this Deed of Trust: Na.-grigr” waiver by Lander, nor any course of dealing
between Lander and Grantor, shall constitute a waiver of ‘any of” Lenﬂer s rights or of any of Grantor's obligations
as to any future transactions. WWhenever the consent of Lender 15 reqlived under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute gontinuing ¢onsent to subsequent instances where
such consent is required and in alf cases such censent may be granted or w1thheld in the sole discretion of Lender.

Severability. f a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceahle as to any person or circumstance, that finding shall, net- make the. effending provision illegal, invalid,
or unenforceable as to any other person ar circumstance. 1f teasible, e ottending. provision shall be considered
modified so that it becomes legal, valid and enforceable. If the offending_;pr(w’lé'ib'hxc"annot be so modified, it shall
be considered deleted from this Deed of Trust. Unless otherwise reqliréd by law; the illegality, invalidity, or
unenforgeability of any provision of this Deed of Trust shall not affect the iegahtv, Vahdlty or enforceability of any
ather provision of this Deed of Trust. . -

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on tranSfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure to the benefit of the parties, their_successars and assigns. If
ownership of the Property becomas vested in a person other than Grantor, Lendes, without nptice to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtetness by'way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or Ilab|||ty 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 hersby releases and waives all rights and beneflts of the hemestead
sxemption 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 the following meanings wheh used |n thlS Deed of
Trust. Unless specifically stated to the confrary, all references to dollar amounts shail mean amounts+im lawTul money
of the United States of America. Words and terms used in the singular shall include the plural ‘and the plural shall
include the singular, as the centext may require. Words and terms not otherwise defined in thts Deed of Trust shali
have the meanings attributed to such terms in the Uniform Commercial Code: :

Beneficiary. The word "Beneficiary” means BUSINESS BANK OF SKAGIT COUNTY, and its: su{:ces.v,ors and
assigns.

Borrower. The word "Borrower™ means WILLIAM N. KAALAND and PATTY L. KAALAND and tncludes aII -
co-signers and co-makers sigring the Note and all their successors and assigns. . ;

Dead of Trust. Tha wards "Deed of Trust’ mean this Deed of Trust among Grantor, Lender, and Trustee and": .
includes without limitation all assignment and security interest provisions relating to the Personal Propert\,; and. e
Rents, P

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

Event of Default. The words "Event of Default” mean any of the events of default set forth in this Deed of Trust in
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Grantor. The word "Grantor” means WILLIAM N. KAALAND and PATTY L. KAALAND.

:Guaranty The word "Guaranty" means the guaranty from guaranior, endarser, surety, or accommodation party to
i.ender |nclud|ng wnthout limitation a guaranty of all or part of the Note.

1mprovements The word "lmprovements” means all existing and future improvements, buildings, structures,
mobile: homes afflxed on the Real Property, facilities, additions, replacements and other construction on the Real
Property

Indebtedness The word "Indebtedness” means ali principal, interest, and other amounts, costs and expenses
payable under the Note "or Related Documents, together with all renewals of, extensions of, modifications of,
consalidations of and substitutions for the Note ar Related Documents and any amounts expended or advanced by
Lender to discharge: Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's
abligations under this Deed: of Trust, together with interest on such amounts as provided in this Deed of Trust.

Lender. The word Lender" means BUSINESS BANK OF SKAGIT COUNTY, its successors and assigns.

Note. The word Note" méans the promissory note dated March 14, 2007, in the original principal amount
of $1,000,000.00.from Grantor to Lander, together with all renewals of, extensions of, modifications of,
refinancings of, consohdatlons ‘of, and substitutions for the promissory note or agreement. NOTICE TQO GRANTOR:
THE NOTE CONTAINS A VARIABLE II’\ITEHEST RATE.

Personal Property. The words "F‘erso_nal Property” mean all equipment, fixtures, and other articles of personal
praperty now ar hereafter 'owned by ;Granter, and now or hereafter attached or affixed to the Real Property;
together with all accessions;. parts, and. Additions to, all replacements of, and all substitutions for, any of such
property; and together with, all issues, and ‘profits thereon and proceeds lincluding without limitation all insurance
proceeds and refunds of premrums) from any sale or other disposition of the Property.

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

Real Proparty. The words "Real Property“ meen the real property, interests and rights, as further described in this
Dead of Trust. ;

Related Documents. The words "Related Documents mean all promissory notes, credit agreements, loan
agreements, guaranties, security agreements; mortgages deeds of trust, security deeds, collateral mortgages, and
all other instruments, agreements and docurents, whether now or hereafter existing, executed in connection with
the Indebtedness; provided, that the enwronmenta[ indemnity agreements are not "Related Documents”™ and are
not secured by this Deed of Trust.

Rents. 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 FIRST AMERICAN TITLE COMPANY, whase mailing address is 1301 B
RIVERSDIE DRIVE, MOUNT VERNCON, WA 98273 and any, SUbStltl.!tE or successor trustees.

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

GRANTOR:

INDIVIDUAL ACKNOWLEDGMENT

sTatEoF _\WWa S\, m%}& £ )
. )SS
COUNTY OF 3 kqo\'f)(‘ )

On this day before me, the undersigned Notary Public, personally appearsd WILLIAM N. KAALAND and 'EATTY L.
KAALAND, Hushand and Wife, persenally known to me or proved to me on the basis of satisfagtory avidence to be the
individuals described in and who executed the Deed of Trust, and acknowledged that they srgned the Dee{i of Trust as
their free and voluntary act and deed, for the uses and purposes tharein mentioned.

Given under my hand and official seal this J Lp day of WLWJ/‘\ i A 20 ij

ﬁ;ﬁé‘;’\k /‘r/ {,éﬁ”vt%‘-—’l

Notary Public in and for the State of \_’

Residing at W&M—L [/12 /‘/»o k[
My commission expiras %' ~L D Y

\\\m\m il R\M\H\W
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REQUEST FOR FULL RECONVEYANCE

Tor', * , Trustee

The (jnc_ie'i'sli'_gne’d 4is”t__l_"|'é., legal owner and helder of all indebtedness secured by this Deed of Trust. You are hereby
requestedi“Uponipayment of all sums owing to you, to reconvey without warranty, to the persons entitled thereto, the
right, title and-intergst row held by you under the Deed of Trust.

Date: fo s Beneficiary:

A
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Schedule “C”
Legal description

The land referred to in this report/policy is situated in the State of Washington, County of Skagit, and is
descnbed as folchWS

PARCEL ‘A”

The East 23 S acres of the Southwest '4 of the Southeast ¥ of Section 36, Township 35 North, Range 4 East
TOGETHER WITH a non—excluswe 50-foot wide easement for ingress, egress and utilities over, under and
across those portions of Government Lots 1 and 2 described on pages 8 and 9 of 11 on document recorded as
Auditor's File No. 200406250134 and as reserved in that certain deed recorded as Auditor's File No.
200411120012 at Paragraph_J on page 4 of 5.

EXCEPT that portion: of the East 23.5 acres of the Southwest % of the Southeast ¥ of Section 36, Township
35 North, Range 4 Fast, W M descnbed as follows:

Beginning at the point 60(} feet North of the Southeast comer of the Southwest ¥ of the Southeast Y; thence
North 145 feet; thence West 145 feet thence South 145 feet; thence East 145 feet to the point of beginning.

PARCEL “B™:

That portion of the East 23.5 acres of the Southwest Y of the Southeast ¥ of Section 36, Township 35 North,
Range 4 Cast, W.M,, described as followq '

Beginning at the point 600 feet North of the Sputheast corner of the Southwest ¥ of the Southeast Vi thence
North 145 feet; thence West 145 feet; thence South 145 feet; thence East 145 feet to the point of beginning,

PARCEL “C™

The Southwest % of the Southeast ' of Section 36, Township 35 North, Range 4 East, W.M., EXCEPT the
East 23.5 acres thereof, EXCEPT rights-of-way of Northern Pacific Railroad Company, Puget Sound &
Cascade Railway Company and Puget Sound Pulp & Timber Company, EXCEPT State Road No. 1-A,
commonty known as Highway No. 9, and EXCEPT THAT PORTION LYING WITHI HE West 105.00
feet (as measured perpendicular to the West line) of the Southwest % of the- Southeast ¥4 o Section 36,
Township 35 North, Range 4 East, W.M.. £ :

PARCEL “D™

The rights-of-way of the former Northern Pacific Railroad Company, the former Puget Sound & Cascade
Railway Company and the Puget Sound Pulp & Timber Company across the Southwest /14 of the Southeast
¥ of Section 36, Township 35 North, Range 4 East, W.M, EXCEPT THAT PORTION LYING WITHIN
THE West 105.00 feét (as measured perpendicular to the West line) of the Southwest ‘/3 of the Southeast 4
of Section 36, Township 35 North, Range 4 East, W.M.. R
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Order No: 90732

" PARCEL“E’:

E That porhon of the Southeast Y of the Southeast ¥ of Section 36, Township 35 North, Range 4 East, W.M.,
bemg more particularly described as follows:

' BEGINNING at the Southwest corner of said Southeast % of the Southeast Y4; thence North ¢ Degrees, 6
Minutes 19 Seconds East along the West line of said Southeast ¥4 of the Southeast % for a distance of 730.00
feet;, " ..~
Thence South 28 Degrees 10 Minutes 47 Seconds East for a distance of 607.16 feet;

Thence Soiith-0. Degrees, 6 Minutes, 19 Seconds West for a distance of 201.90 feet, more or less, to the

South line of said Southeast ¥ of the Southeast % at a point of bearing South 88 Degrees, 35 Minutes 18
seconds East from the POlNT OF BEGINNING;

Thence North 88 Degrees, 35 Minutes 18 Seconds West along said South line for a distance of 287.78 feet,
more of less, to the POIN'T OF BEGINNING.

.
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