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DEED OF TRUST

Reference # (it applicable): Additional on page ____
Grantor(s): :
1. Sherman, Kendall. G

Grantee{s)lAssignéé/iézéneiiciérj%
Horizon Bank, A Savings Bank, Beneficiary
Waestward FinangfélfiSeﬁr_y-iégs‘inc. Trustee
Legal Descriptior: Lot 179,SkylmeNoa Additional on page 2
Assessor's Tax Parcel ID#R59841 7

THIS DEED OF TRUST IS DATED MARCH 26, 1989, among Kendall G Sherman and Dorna
E Sherman, husband and wife, ‘whose mailing address Is 5204 Macbeth Drive, Anacortes,
WA 93221 (referred to below as *Grantor"); Horizon Bank, A Savinge Bank, whose malling
address is 1218 Commercial, P O Box 587, Anacortes, WA 98221 (referred to below
sometimes as “Lender* and sometimes as "Beneficlary”); and Westward Financial
Services Inc, whose malling address is 1500 Cornwall Avenue, Bellingham WA 98225
(referred to below as “Trustee®).
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03-26-1999 DEED OF TRUST Page 2
.. Loan No 0797000040 (Continued)

- CONVEYANSE AND GRANT. For valuable consideration, Grantor conveys to Trustes in trust with power of sale,
right of entry and possession and for thae benefit of Lender as Beneflclary, all of Grantor's right, titie, and interest in

and:fo the following described real property, together with all existing or subsequently erected or affixed buildings,

+"improvements and fixtures; all easements, rights of way, and appurtenances; all water, water rights and diich rights
(including stock in utiliies with ditch or irrigation rights); and ail other rights, royalties, and profits relating to the real
property, including without limitation all minerals, oil, gas, geothermal and simiiar matters, located in

gonpﬁty, State of Washington (the “Real Property"):

PAGES 72, 73 AND 74, RECCRDS OF SKAGIT COUNTY, WASHINGTON.

SITUATE IN THE CITY OF ANACORTES, COUNTY OF SKAGIT, STATE OF WASHINGTON,

The Real Property. or its address is commonly known as 5204 Macbeth Drive, Anacortes,
WA 968221... ™he Real Property tax identification number is R59841,
Grantor hereby assigns as security to Lender, all of Grantor's right, tite, and interest in and to all leases, Rents, and profts

of the Property. This assignment is recorded in accordance with RCW 65.08.070; the lian crealed by this assignment s

intended 1o be specific, perfected and choate upon ihe recording of this Deed of Trust. Lender grants to Grantor a license
to coilect the Rents and profits, which license may be revoked at Lender's option and shall be automnatically revoked upon
acceleration of allor part of the indebledness.

DEFINITIONS. The foliowing words shall have the fallowing meanings when used in this Deed of Trust. Terms not
otherwise defined in this Deed of Trust shall have the meanings attributed to such terms In the Uniform Commercial Code.
All references to dollar nmounts shall mean amounts in lawful money of the United Staies of America.

Bensficlary. The word.“Beneficiary* wans Horizon Bank, A Savings Bank, its successors and assigns. Horizon
Bank, A Savings Bank also is relorredto a3 "Lender” in this Deed of Trust.

Credit Agresment. The words “Credit Agresment” mean the revolving credit agreement dated: March 28,
1999, with a credit timit in-the amount of $29,400.00, between Grantor and Lender, together with all
renewals, extensions, modifications; fefinancings, and substitutions for the Crodit Agreement. The maturity date of
this Deed of Trust is February 28, 2029 NOTICE TO GRANTOR: THE CREDIT AGREEMENT CONTAINS A
VARIABLE INTEREST RATE. - .

Deed of Trust. The words Doed0met mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation ati assignnpntﬁ___a"nd security interest provisions relating to *he Personal Property and Rents,

Existing Indebtedness. The words “Existing Indebtedness™ mean the indebtadness described below in the Existing
Indettednass section of this Deed of Trust. .-

Grantor. The word “Grantor* means any.and al! persons and entities executing this Deed of Trust, including without
limitation Kendall G Sherman and Donna E Sherman. ’_

Guarantor. The word “Guarantor* means and includes without limitation any and all gusrantors, sureties, and
accommodation parties in connection with the Indebtedness, .

Improvements. The word “Improvements® means ‘and” includes without limitation all existing and future
improvements, buildings, structures, mobile homes affixed on the Real Property, facilities, additions, replacements
and other construction on the Real Property.

or Lender to enforce obligations of Grantor under this Deed of Trugt, together. with interest on such amounts as
provided in this Deed of Trust. Specifically, without limitation, this Deed of Trust sacures a revolving line of
credit, with a varisbie rats of Interest, which obligatas Lender lo make advances 1o Grantor up to the credit
limit so long as Grantor complies with all the terms of the Credit Agresment and the line of credit has not
been terminated, suspended or cancelied; the Credit Agresment aliows negative amertization. Such advances
may be mace, repaid, and remade from time to time, subject to the limitation thet the total outstanding balance
owing at any one time, not including finance charges on such balancs 8t a fixed or variable rate or sum as
provided In the Cradit Agresment, any temporary overages, other chorgss, and any amounts expended or
advanced as provided in this paragraph, shall not excoed the Cradit Limit as provided In the Credit
Agresment. it is the intention of Grantor and Lender that this Deed of Trust secures the baiance
undumqumthomﬂmbumtrommuptomocm Limit as;provided atove and any
Intermediate balance. Funds may be advanced by Lander, repaid, and subsequently resdvanced. The unpaid
baiance of the revolving line of credit may at certain times be lowsr than the amount shown or zero. A zero
balance doss not terminate the line of cradit or tarminate Lender's obligation to advance funds to Grantor.
Therefors, the lien of this Deed of Trust will remain In full force and effect notwithsianding any zero bslance.

Lender. The word "Lender” means Horizon Bank, A Savings Bank, its successors andmigm

Personal Property. The words "Personal Property" mean all equipment, fixtures, and “other .articles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed 1o 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 (including without limitation all insurance proceeds and
refunds of premiums) from any sale or other disposition of the Property. A

Property. The word "Property” means collectively the Real Property and the Personal Property. “

Real Proparty. The words "Real Propenty' mean the property, interests and rights describd s
*Conveyance and Grant® section.

Reiated Documents. The words “Reiated Documents® mean and includo without limitation all promissory notes,
Credit agreements, loan agreements, environmenta! agreements, guaranties, security agreements, morigages, deeds © .
of trust, and al other instruments, agreements and documents, whether now or hereafter existing, executed in.

connection with the indebtedness.

Rents. The word "Rents” means ali present and future rents, revenues, income, issues, royalties, profits, andoﬂnr

benefits derived from the Property.
Trustes. The word “Trustee" means Westward Financial Services Inc and any substitute or successcr trustees.
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. THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY (NTEREST IN THE RENTS
* AND ‘PERSONAL PROPERTY, iS GIVEN TO SECURE (1) PAYMENT OF THE INDEBTEDNESS AND (2)
-PERFORMANCE OF EACH AGREEMENT AND OBLIGATION OF GRANTOR UNDER THE CREDIT AGREEMENT, THE
i F RELATS‘IDN%O‘FEI:‘H:SMS AND THIS DEED OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTYED ON THE
- : FOLLO

‘"-:.:.,,_f'%-'-pAquN'r AND PERFORMANCE. Except as otherwise provided in this Deed of Trust, Grantor shall pay to Lender all
“. Amounts’ secured by this Deed of Trust as they become due, and shall strictly and in a timely manner perform all of
Grantor’s obligatuons under the Credit Agreemént, this Deed of Trust, and the Related Documents.

POSSESSION A\ll} MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor's possession and use of the
Proparty shall be govemad by the following provisions:

Possession lnd"U - Until the occurrence of an Event of Defuult, Grantor may (a} remain in possaession and control
of the Property, (b) use; .operate or manage the Property, and (c) collect any Rents from the Property (this privilege
is a license from tender to Grantor automatically revoked upon default). The following provisions relate to the use of
the Property or: lo other hmitations on the Property. The Real Pruperty is not used principally for agricultural

purposes. . :
Duty to Malmaln Grantor shall maintain the Property in tenantable condition and promptly perform all repairs,
replacements, and malntenance nacassary to preserve its value,

Hazardous Substmcu. The ‘terms "hazardous waste,” “hazardous substance.” "disposal,’ “reiease,” and
"threatened release;" as used in this Deed of Trust, shall have the same meanings as set forth in the Comprehencive
Environmental Response,’ Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section 9601, et seq.
("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 99-499 ("SARA'}, the
Hazardous Materials Transportation’ Act, 43 U.S.C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 U.S.C. Section 6901, .6t seq., or-other applicable state or Federal laws, rules, or regulations adopted pursuant
to any of the foregoing.-. The terms "hazardous waste" and “hazardous substance® shall also include, without
limitation, petroieumn and pelroleum by-products or any fraction thereof and asbestos. Grantor represents and
warrants to Lender that: (a) During the pericd.of Grantor's ownership of the Property, there has been no use,
generation, manufacture, storage, treatment, disposal, release or threatened rolease of any hazardous waste of
substance by any person on, under, about or from the Property; (b) Grantor has no knowledge of, or reason to
betieve that there has been, except &s. Ppreviously disclosed to and acknowledged by Lender in writing, (i) any use,
generation, manufacture, storage, treatment; disposal, release, or threatened release of any hazardous waste or
substance on, under, about or from the Property by any pnor owners or occupants of the Property or (ii} any actual
or threatened litigation or claims of any kind.by any-person relating to such matters; and (c) Except as previously
disclosed 1o and acknowledged by Lender in writing, () neither Grantor nor any tenant, contractor, agent or other
authorized user of the Property shall use, generate; manutacture, store, treat, dispose of, or release any hazardous
waste or substance on, under, about or from:the Property and (ii) any such activity shail be conducted in compliance
with all applicable federal, state, and local laws, reguiations and ordinances, including without limitation those lawe,
regulations, and ordinances described above. ‘Grantor authorizes Lender and its agents to enter upon the Property
1o make such inspections and tests, at Grantor's” expense, as Lender. may deem aopropriate to determine compliance
of the Property with this section of the Deoed of Trust. Any inspections-or tests mace by Lender shall be for Lender's
purposas orly and shall not be construed 1o create any responsibility or liability on the part of Lender to Grantor or to
any other parson. The representations and warranties contained herein are based on Grantor's due diligence in
investigating the Property for hazardous waste and hazardous Substances. Grantor hereby (a) releases and waives
any future claims against Lendar for indemnity or contribution in the event Grantor becomes liable for cleanup or
other costs under any such laws, and (b) agrees to indemnify.and hoid harmless Lender against any and all claims,
losses, liabilities, damages, penalties, and expenses which Lender may: d:rocﬂy or indirectly sustain or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any use, generation, manufacture, storage,
disposal, release or threatened release of a hazardous waste or substance on the properties. The provisions of this
section of the Deed of Trust, including the obiigation to indemnify, shall survive the payment of the Indebtedness and
the satisfaction and reconveyance of the lien of this Dead of Trust and shail not be aﬂectad by Lender's acquisition of
any interest in the Property, whether by foreclosure or otherwise. -

Nuisance, Waste. Grantor shall not cause, conduct or permit any nutsance nor corrumt permit, or suffer any
stripping of or waste on or to the Property or any portion of the Property. . Wimout nimmng the generaiity of the
foregoing, Grantor will not remove, or grant to any other party the right to remove; any txmber mmerals (including oit
and gas), soil, gravel or rock products without the prior written consent of Lender.

Removal of Improvements. Grantor shall not demolish or remove any lmprovements from the Fieal Property without
the prior written consent of Lender. As a condition to the removal of any Improvements, Lender may: require Grantor
to make arrangements satisfactory to Lender to replace such Improvements with Improvermnts of at least equal
value.

Lendet's Right to Enter. Lender and its agents and representatives may enter upon the Roal Property at all
reaschable times to attend to Lender's interests and to inspect the Property for purposes of Grantor's compllance with
the terms and conditions of this Deed of Trust. 54

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly causo
compliance by all agents, tenants or other persons or entities of every nature whatsoever who rent; lease-or gtherwise
use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all -
govemmental authoritics applicable 1o the use or occupancy of the Property. Grantor may contest in good faith any:.

such law, ordinance, or regulation and withhold compliance during any proceeding, including apprepriate appeals, . .

s0 long as Grantor has notified Lender in writing prior to doing 80 and 3o long as, in Lender's sole opinion, Lender”
interests in the Property are not jeopardized. Lender may require Grantor to post adaquate security or & suroty bond
reasonably satisfactory to Lender, 1o protect Lender's interast. .

Duty to Protect. Grantor agrees neither to abardon nor leave unattended the Property. Grantor shal do &l o,mer'f
acts, in addition to those acts set forth above in this section, which from the character ana use of the Proporty"ara

reasonably necessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at its option, (a) declare immediately due and payabie nll JUMSs
secured by this Deed of Trust or (b} incraase the interest rate provided for in the Credit Agreement or other document.
evidercing the Indebtadngss and impose such other conditions as Lender deerms appropriate, upon the sale or transfer,
without the Lender’s prior written consent, of ail or any part of the Real Property, or any interes! in the Rea! Property. A
"sale or transfer’ means the conveyance of Real Property or ariy right, title or interest therein; whether legal, beneficial or - .
equitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract, land contract,
contract for deed, leasehoid interest with a term greater than three (3) years, lease-option contract, or by sale, assignment,
or transfer of any benaficial interest in or to any land trust holding titie to the Rea! Property, or by any other method of
conveyance of Real Proparty interest. If any Grantor is & corporation, partnership or limited llability company, transfer also
includes any change in ownership of more than twenty-five percent (25%) of the voting stock, partnership interests or
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m
“limilted liability company interests, as the case may be, of Grantor. However, this option shall not be exercised by Lender i
uch exerclse is prohibited by federal law or by Washington law.

'TAXES AND LIENS. The following provisions relating to the taxes and liens on the Property are a part of this Deed of
< Trust. F

Plymo'nt. Grantor shall pay when due (and in all events prior 1o delinquency) all taxes, special taxes, assessments,
charges {including water and sewer), fines and |mpos|trons levied against or on account of the Property, and shall
«.. pay when due all claims for work done on or for services rendered or material fumished to the Property. Grantor
5., shalk: maintain the Property free of all liens having priority over or equal o the interest of Lender under this Deed of
"“*"’Trust. except for'the lien of taxes and assessments nct due, except for the existing indebtedness referred to balow,
and except as otherwrse provided in this Deed of Trust,

Hight To ('.:ontut. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obfigation to pay, so long as Lender’s interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed, within
fitteen (15) days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by Lender,
deposit with-Lender-cash. or a sufficient corporate suraty bond or other security satisfaclory to Lender in an amount
sufficient to dtscharge tha tien plus any costs and attorneys' fees or other charges thal could accrus as a result of a
foreclosure or sale under thedien. In any contest, Grantor shall defend itself and Lender and shall satisly any edverse
judgment before enforcement against the Property, Grantor shall name Lender as an additional obligee under any

suretv bond tumtsr‘od inthe contest proceedings.

Evidence of Paymant. Grantor shall. .upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall"authorize-the appropriate governmental official to delivar to Lender at any time a written
statemeant of the taxes and assessments against the Property.

Notice of COnstructlon Grantor shall ‘notify Lender at lsast fitean (15) days before any work is commenced, any
services are furnished, ‘or ‘any materials are: suppiied 10 the Property, if any mechanic's lien, materiaimen's lien, or
other lien could be asserted’ori-account’of the work, services, or materia's. Grantor will upon requast of Lender
fumish to Lender advance: assurances satusfactory to Lender that Grantor can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The followmg pr"‘
Trust.

Maintenance of Insurance. Grantor shall procure and maintain poiicies of fire insurance with standard extended
coverage endorsements on a repiacement basis for the full insurable value covering all Improvernents on the Real
Property in an amount sufficient to avold appiication of any coinsurance clause, and with & standard mortgagee

clause in favor of Lender, together with such other hazarg and liabllity insurance as Lender may reasonably require.

Policies shall be written in form, amounts;.coverages and basis reasonably acceptable to Lender and issued by a
rompany or companies reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender

from time to time the poiicies or certificates ‘of insurance in form satisfactory to Lender, including stipulations that
coverages will not be cancelled or diminished ‘without at least ten (10) days’ prior written notice to Lender. Each
insurance policy also shall include an endorsement providing that coverage in favor of Lender will not be impaired in

any way by any act, omission or default of Grardtor-or any other person. Should the Real Property at any time
become located in an area designated by the Director of the Federal Emergency Management Agency as a special
flood hazard area, Grantor agrees to obtain and maintain Federal Flood Insurance for the full unpaid principa!

balance of the loan, up to the maximum policy limits set under:the National Flood Insurance Program, or as otherwise
required by Lender, and to maintain such insurance for the term of the loan

Application of Proceeds. Grantor shall promptly notity Lender of any: ioss or damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty Whaether or not Lender's security is
impaired, Lender may, at its election, receive and retain the proceeds of any Insurama and apply the proceeds to the
reduction of the Indebtedness, payment of any lien affecting the Property, or ‘the- restoration and repair of the
Property. If Lender elects to apply the proceeds {0 restoration and repair, Grantor shall repair or replace the
damaged or destroyed Improvements in a manner satisfactory lo Lender. Lender shall, upon sattsfactory proot of
such expendlture. pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if
Grantor is not in default under this Deed of Trust. Any proceeds which have not béen disbursed within 180 days after
their receipt and which Lender has not committed to the repair of restoration of the. Propeny shall be used first to pay
any amount owing 1o 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. !f Lender holds any proceeds after payrnent in full of the
Indebtedness, such proceeds shall be paid without interest to Grantor as Grantor‘s interests may appe.ar

Unexpired Insurance at Sale. Any unexpired insurance shalt inure to the benetut of and pass 10, the purchaser of
the Property coverad by this Deed of Trust at any trustee’s sale or other sale held undar tho prwisaons of this Deed of
Trust, or &t any foreclosure sale of such Property.

Compliance with Existing Indebtedness. During the period in which any Extstlng lndebtednoss dascnbed below is
in effect, compliance with the Insurance provisions contained in the instrument evidencing such™Existing
Indebtedness shall constitute compliance with the insurance provisions under this Deed of Trust, 10 the' extent
compliance with the terms of this Deed of Trust would constitule a duphcation of insurance requirement. If any
proceeds from the insurance become payable on loss, the provisions in this Deed of Trustfor division of procaeds
shall apply only to that portion of the proceeds not payable 1o the holder of the Existing Indebtedness;” =~ .

EXPENDITURES BY LENDER. If Grantor fails to comply with any provision of this Deed of Trust, includrng any obllgatton
to maintain Existing Indebtednass in good standing as required below, or if any action or proceeding is cornmenced that
would materially affect Lender’s interests in the Property, Lender on Grantor's behalf may, but shall not be required to; take
any action that Lender deems appropriate. Any amount that Lender expends in so doing will bear interest at the rate

1sions relating to insuring the Property are a part of this Deed of

provided for in the Credit Agreament from the date incurred or paid by Lender to the date of repayment by Grantor.” Al .

such expenses, at Lender's option, will (a) be payable on demand, (b) be added to the balanca of the credit line.and.be
apportioned among and be payable with any instaliment payments 1o become due during either (j) the term of any.
applicable insurance policy or (i) the remaining term of the Credit Agreement, or (c) be treated as a balicon payment
which will ba due and payable &t the Credit Agreement’s maturlty This Deed of Trust also will secure payment of these
amounts. The rights provided for in this paragraph shal! be in addition to any other rights or any remedies to which
Lender may be entitied on account of the default. Any such action by Lender shall not be construed as curing the dofault
so as to bar Lender from any remedy that it otherwise would have had.

WARRANTY; DEFENSE OF TITLE. The following provisions refating to ownership of the Property are a part of this Dood

of Trust.

Title. Grantor warrants that: (a) Grantor holds good and marketable titie of record to the Property in fee simple, froe
and clear of all liens and sncumbrances other than those set forth in the Real Property description or in the Existing
Iindebtedness saction below or in any title insurance policy, title report, or final title opinion issued in favor of, and
accepted by, Londer in connection with this Deed of Trust, and (b) Grantor has the fuil right, power, and authority to
execute and deliver this Deed of Trust to Lender.
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W
" Defensa of Title. Subject to the exception in the paragraph above, Grantor warrants and wil forever defend the tite
_-~10°the Property against the lawtul claims of all persons. In the event any action or proceeding is commenced thal

" _questions Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shail defend tho action
" at Grantor's expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitied 10
participate in the proceeding and to be represented in the proceeding by counsel of Lender's own choice, and
Grantor will deliver, or cause 1o be delivered, to Londer such instruments as Lender may request from time to time to
permit such participation.

. "“Compliance With Laws. Grantor warrants that the Property and Grantor's use of the Property complies with al
e xisting -épplk‘i‘abte_,_klaws. ordinancas, and regulations of governmental authorities.

EXIST!!}I&’!NQE;TEQE_SS. The following provisions conceming existing indettedness (the “Existing Indebtedness®) are
a partof this Deed.of Trust.

Existing Lien. The:lien.of this Doed of Trust securing the Indebtedness may be secondary and inferior to an existing
lien. Grantor expressly covenants and agrees to pay, or see to the payment of, the Existing Indebtedness and lo
prevent any default on such indebtedness, any default undor the instruments evidencing such indebtedness, or any
default under any security-documents for such indebtedness.

No Modification, Grantor shall not enter into any agreement with the hoider of any mortgage, deed of trust, or other
security agreement which--has: priority over this Decd of Trust by which that agreement is moditied, amended,
extended, or renewed without the prior written consent of Lender. Grantor shall neither request nor accept any future
advances under any.such sacurity-agresment without the prior written consent of Lender.

CONDEMNATICN. The following provisions ralating to condemnation proceedings are a part of this Deed of Trust.

Application of Net Proceeds. If alt or any part of the Property is condemned by eminent domain proceedings or by
any proceeding or purchase in lieu of condemnation, Lender may at its election require that all or any portion of the

net proceeds of the award be appiiec to the Indebtedness or the repair or restoration of the Property. The net

proceeds of the award shail-mean the award after payment of all reasonable costs, expenses, and attomeys’ fees
incurred by Trustee or Lender in.connection:with the condemnation.

Proceedings. if any proceeding in‘condemnation is illed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take such steps as may be necessary to defend the action and obtain the award. 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 its own cheice all at Grantor's expense, and Grantor will deliver or cause 1o be
delivered to Lender such instruments as may be requested by it from time o time to permit such participaton.

IMPOSITION OF TAXES, FEES AND CHAHGE,‘_S""B‘Y GOVERNMENTAL AUTHORITIES. The following provisions relating
to governmental taxes, ‘ses and charges are a part of this Doed of Trust:

Current Taxes, Fees and Charges. Upon.request by Lender, Grantor shall exacute such documents in addition to
this Deed of Trust and take whatever other action is-requested by Lender to perfect and continue Lender's llen 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
stampa, and other chargas for recording o registering this Deed of Trust.

Taxes. The following shall constitute taxes to whicn this section applies; (a) a specific tax upon this type of Deed of
Trust or upon al! or any part of the Indebtedness secured by this Deed of Trust; (b) & specific tax on Grantor which
Grantor is authorized or required to deduct from payments on the indebtedness secured by this iype of Deed of

Trust; (c) a tax on this type of Deed of Trust chargeabie against the Lender or the hoider of the Credit Agreement;
and (d) a specific tax on ail or any portion of the Indebtedness or on payments of principal and interest made by

Grantor,

Subsequent Taxes. If any tax to which this section applies is-enacted-subsequent to the date of this Deed of Trust,
this event shall have the same efiect as an Event of Default (as defined below), and Lender may exercise any or all of
its avallable remedies for an Event of Default as provided below unless:Grantor.either (a) pays the tax before it
becormes delinquent, or (b) contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT: FINANCING STATEMENTS. The fotlowing provisionsrelating io this Deed of Trust as a
security agreement are a part of this Deed of Trust. o AT

Securlty Agreement. This instrument shall constitute a security agraue“fnent_;t&f ftle““‘amq:ﬁ't_’i_my- of ihe Property
constitutes fixtures or other personal property, and Lender shall have all of the:fights of a secured party under the
Uniform Commerclal Code as amended from time to time.

Security Intorest. Upon request by Lendar, Grantor shall execute financing statements and take: whatever other
action Is requested by Lender to perfact and continue Lender's security interest in the-Rents and-Personal Property.
In addition 1o recording this 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 shall reimburse Lender for ail expenses incurred in perfecting or continuing this security interest.
Upon default, Grantor shall assembio the Personal Property in & nianner and at a place reasonably. convenient to
Grantor and Lender and make it available to Lender within three (3) days after receipt of written demand from Lender.

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party), “from which Information
concering the security interest granted by this Deed of Trust may be obtained (cach as required by the. Uniform
Commercial Coda), are as stated on the first page of this Deed of Trust. g ’

FURTHER ASSURANCES: ATTORNEY-N-FACT. The following provisions relating to further assurances. and -
attorney-in-fact are a part of this Deed of Trust.

Further Assurances. At any time, and from time to time, upon request of Lendor, Grantor will make, executo 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, refiled, or rerecorded, as the case may be, at such times and in such offices and”
places as Lende: may doem appropriate, any and ail such morigages, deeds of trust, security deeds, security “
agreements, financing 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 t0 effectuate, compiete, porfect,
continue, or preserve (a) the obligations of Grantor under the Credit Agreement, this Deed of Trust, and the Helated
Documents, and (b) the liens and security interests creatad by this Deed of Trust on the Property, whether now.
ownad or hereafter acquired by Grantor. Unless prohibited by law or agreed to the conirary by Lender in writing, .
Grantor shall reimburse Lender for all costs and expenses incurred in connection with the matters referred to in this
Attorney-in-Fect. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do 8o

for and in the name of Grantry and at Grantor's expense. For such purposes, Grantor hereby irrevocably

Lender as Granior's attomey-in-fact for the purpose of making, executing, aelivering, filing, recording, and doing all
other things as may be necessary or desirable, in Lender's sole opinion, to accompiish the matters referred to in the
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preceding paragraph,

_FULL PERFORMANCE. If Granlor pays ali the Indebtedness when due, terminates the credit line account, and otherwise

* performs, all. the obligations imposed upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a

¢ request for full reconvayance and shall execute and delivar to Granlor suitable staternents of termination of any financing

©  statementon file evidencing Lender's secunty interest in the Rents and the Personal Property. Any reconveyance fee shall

. ba paid by Grantor, if permitled by applicable law. The grantee in any reconveyance may be described as the “person or
., ‘persons legally entitied thereto®, and the recitals in the reconveyance of any matters or facts shall be conciusive proof of
", the truthiulness of any such matters or facts.

DEFAULT Each ot the following, at the option of Lender, shall constitute an event of default ("Evem of Default”) under this
Deed of Truat. (a) Grantor commits fraud or makes a matarial misrepresentation at any time in connection with the Credit
Agreemem “This can-include, for exampls, a false sta.ament about Granior's income, ‘assets, liabilities, or any other
aspects of Grantor's financial condition, (b) Grantor does not meet the repayment terms of the Cradit Agreement. (c)
Grantor's action ‘'or inaction adversely affects the collateral for the Credit Agreement or Lender's rights in the collateral. . This
can include, for exarnple ‘failure to maintain required insurance, waste or destructive use of the dwaelling, failure to r:ay
taxas. death of all persons fiabie on the account, transfer of title or sale of the dwaliing, creation of a lien on the dwelling
without our permssuen. foreciesure by the holder of another lien, or the use of funds or the dwalling for prohibited

purposes.

RIGHTS AND REMEDIES ON IJEFAUI."' Upon the occurrence of any Event of Default and at any time thereafter. Trustee
or Lender, at its option, may exercuse any one of more of the following rights and remedies, in addition to any othe- rights
or remedies provided by law!”

Accelerate lndobtodnue. Lender shall have the right at its option to declare the entire Indebtednass immediately
due and payabie, mcludmg any prepayment penalty which Grantor wou'd be required to pay.

Forsclosure. With respect to all er any part of the Real Property, the Trustee shall have the right to exercise its
power of sale ard 1o foreciose by notice and sale, and Lender shall have the right to foreciose by judiclal foreclosure,
in either case in accordance ith and to the full extent provided by appiicable law.

UCC Remedies. With respect 1o al! or any part of the Parsonal Property, Lender shall have all the rights and
remedies of a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, wnmout notice to Grantor, 10 take possession of and manage the i*roperty
and collect tha Rents, including emounus past dua and unpaid, and apply the net procaeds, over and above Lender's
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the
Property 1o make payments of rent or use fees: directly to Lender. !f the Rents are collected by Lender, then Grantor
irevocably designates Lender as Grantor's attomey-n-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 satisty the obligatrons for which the payments are made, whether or nct any
proper grounds for the demand existed. Lender may exercise its rights under this subparagraph either in person, by
agent, or through a receiver.

Appoint Receiver. Lender shail have the right to have a recetver appointed to take possession of all or any part of
the Property, with the power to protect and preserve the Property,:to operate the Proparty preceding or pending
foreclosure or sale, and to collect the F.ants 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 permitied 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 subsiantial amount. Employment by: Lender shall not disqualify a person from servirng as a
receiver.

Tenancy at Sufferance. If Granior remains in possessson at the Preperty after the Property ic sold as provided
above or Lender otherwise bacomes entiled to possession-of the Property Upon default of Grantor, Grantor shall
become a tenant at sufferance of Lender or the purchaser of the Propedy and shall-at Lendar's option, either (a) pay
a reasonable rental for the use of the Property, or (b) vacate the Propeny lrrmeduately upon the demand of Lender.

Other Remedics. Trustee or Lender shall have any other right or ramedy provided rn this Deed of Trust or the Credit
Agreement or by law.

Notice of Sale. Lender shall give Grantor reasonabie notice of the nme and place of any public sale of the Personal
Praperty or of the time after which any private sale or other intended 'disposition_of the Personal Property is to be
made. Reasonable nolice shall mean notice given at least ten (10) days before the time of the sale or disposition.
Any sale of Personal Property may be made in conjunction with any sale or the Real Propertyr

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any: end ali rights to have
the Property marshalled. In exercising its rights and remedies, the Trustee or Lender shall be free to seil all or any
part of the Property together or separately, in one sale or by separate sales. Lender ehell be entrﬂed 10 bid at any
public sale on all or any portion of the Property. .

Waiver; Election of Remedies. A waiver by any party of a breach of a provisron ol zhis leed of Trust shall not
constitute a waiver of or prejudice the party’s rights otherwise to demand strict compliance with that provision or any
other provision. Election by Lender to pursue any remedy provided in this Deed of Trust, the Credit Agreement, in
any Related Document, or provided by law shall not exclude pursuit of any other remedy, and_an election 0-make
expenditures or (o take action to perform an obiigation of Grantor under this Deed of Trust: after fallure of Granmr to
perform shall not affect Lender's right to declare a clefault and to exercise any of its remedies. ;

Attorneys’ Fees; Expenses. !f Lender institutes any suit or action to enforce any of the terms of thls Deed of Truat
Lender shall be entitied to recover such sum as the court may adjudge reasonable as atiomeys’ fees at trial and on .
any appeal. Whether or not any court action is involved, all reasonable expenses incurred by Lender which’in
Lender's opinion are necessary at any time for the protection of i*s interest or the enforcement of its. rights’ ahall
become a part of the Indebtedness payabie on demand and shall bear interest at the Credit Agreement rate fromthe .«
date of expenditure until repaid. Expenses covered by this paragraph inciude, without limitation, however subject to”
any limits under applicable law, Lender's attorneys' fees whether or not there is a lawsult, including attomeys’ fees for
bankruptcy proceeaings (including efiorts to modify or vacate any automatic stay or injunction), appeais nnd any:
anticipated post-judgrient collection services, the cost of searching records, obtaining tile reports (including .
foreclosure reports), surveyors' reports, appraisal fees, titte insurance, and fees ifor the Trustee, to the extent ponnitted b
by applicable law. Grantor also will pay any court costs, in addition to all other sums provided by law. :

Rights of Trustes. Trustee shail 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 obligations of Trustee:;;_
{pursuant to Lender's instructions) ara part of this Deed of Trust.

Powers of Trustes. In addition to all powers of Trustee arising as a matter of law, Trustee shall have the power o
take the following actions with respact 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 straets 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
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other agresment aftecting this Deed of Trust or the interest of Lender under this Deed of Trust.

" Obligations 1o Notify. Trustee shall nai be obligated to notity any other party of a pending sale under any other trust
“"doed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, uniess required by
appiicablg law, or uniess the action or proceeding is brought by Trustee.

Trustes. Trustoe shall neat all qualifications requiled for Trustee under applicable law. In addition to the rignts and

remedies sut forth above, with respect to all or any part of the Property, the Trustee shall have the fight to foreciose

+.+"by notice-and sale, and Lender shalt have the fight to foreclose by judicial foreclosure, in either case in accordance
... With and to-the full extent provided by appiicable law.

Successor Trustes. Lender, at Lender’s option, may from time to time appoint a successor Trustee to any Trustee
~“appointad. hereunder by an instrument sxacuted and acknowledged by Loender and recorded in the office of the
= racorder. of Skagit County, Washington. The ins trument shall contain, in addition to af! other matters required by state
law, the names of the original Lender, Trustee, and Grantor, the book and page o the Auditor's File Number where
this Deed of Trust is recorded, and the name and address of the successor trustes, and the instrument shall be
axecuted and acknowledged by Lendar or its successors in interest. The successor trustes, without conveyance of
the Progerty, shall succeed to ail the title, power, and dutias conferred upon the Trustee in this Deed of Trust and by
applictia'l:_gef"[aw. ~This procedure for substitution of trustee shall govern to the exclusior. of all other provisions for
substitution. o

NOTICES TO GRANTOR-AND ‘OTHER PARTIES. Subject to appilcabie law, and except fo: notice required or allowed by
law to be giver: in ancther manner;any notice under this Deed of Trust shall bo in writing, may be sent by telefacsimile
(unless otherwise required by-law), and.shall be effective when actually delivered, or when deposited with a nationally
recognized overnight:courier, or, if mailed, shall be deeried etfective when deposited in the United States mail first class,
certified or registered mail; postage prupaid, directed to the addresses shown near the beginning of this Deed of Trust.
Any pary may change its: address for notices under this Deed of Trust by giving formal written notice to the other parties,
specifying that the purpose of the notice:is to change the party's address. All copies of notices of foreclosure from the
hoider of any lien 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. For notice purposes, Grantor agrees to keep Lender and Trustee inforrmed &t all times of
Grantor's current address. S

MISCELLANEOUS PROVISIONS. The following iscellaneous provisions are a partof this Deed of Trust

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire undarstanding and
agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed

of Trust shall be effactive unless given in writing and signed by the party or parties sought to be charged or bound by
the alteration or amendment.

Applicable Law. This Deed of Trust has béen deliversd to Lender and accepted by Lender In the Stats of
Washington. This Desd of Trust shall bogovomod by and construed In accordance with the laws of the State

of Washington. .

Caption Headings. Caption headings in this eed of Trust are for convenience purposes only and are not to be
used to interpret or define the provisions of this Deed of Trust. .

Mergor. There shall be no merger of the interest or estate craa by this Deed of Trust with any other interest or
estate in the Property at any time heid by or for the benefit.of Lender in any capacity, without the written consent of
Lender.

Multiple Parties. All cbigations of Grantor under this Deed of Trust shall be joint and several, and all references fo
Grantor shall mean each and every Grantor. This means that each.of the persons signing below is responsible for all
obligations in this Deed of Trust. A

Severability. If a court of competent jurisdiction finds any provision..of this Deed of Trust to be invalid or
unenforceable as to any person or circurstance, such finding shall not.render that provision invalid or unenforceable
as 10 any other persons or circumstances. if feasible, any such offending provision shall be deemed to be modified
1o be within the limits of enforceability or validity; however, if the offending provision cannot be 3o modified, it shall be
stricken and all other provisions of this Deed of Trust in all other respects shall rernain valid and enforcaable.

Successors and Assigns. Subiect to the limitations: stated in this Daed of Trust on tranafer of Grantor's interes, this

Deed of Trust shal! be binding upon and inure to the benefit of the- partes; their_successors and assigns. |f
ownerzhip of the Property becomes vested in a parson other than Granlor, Lender, without notice to Grantor, may
deal with Grarior's successors with reference to this Deed of Trust and the:indebtedness by way of forbearance or
extension without releasing Grantor from the obiigations of this Deed of Trust of liablity under the Indebtedness.

Time Is of the Essence. Time s of the assence in the performance of this Deed of Trust.

Waivers and Consents. Lender shall not be deemed to have waived any rights under this-Deed of Trust (or under
the Related Documents) unless such weiver is in writing and signed by Lender. No delay or.omission on the part of
Lender in exercising uny right shall operate as a waiver of such right or any other right. A waiver by any party of a
provision of this Deed of Trust shal! not constitute a waiver of of prejudice the party’s right otharwise to demand strict
compliance with that provision or any other provision. No prior waiver by Lender, nor any:course of dealing. between
Lender and Grantor, shall constitute a waiver of any of Lender's rights or any of Grantor's obligations as 1o any future
transactions. Whanever consant by Lender is required in this Deed of Trust, the granting of such consont by Lender
in any Instance shall not constitute continuing consent to subsequent instances where such consent is rgguigéd.

Waiver of Homestesd Exemplion. Girantor hereby releases and waives all rights and benefits.of the homestead
exemption laws of the State of Washington as to all Indettedness socured by this Deed of Trust..~

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

GRANTOR:
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INDIVIDUAL ACKNOWLEDGMENT

mmF WasHNN |

)88

coumskawf I

on' lhls day before e, the undersigned mm' rsonally appeared Kencall G Sherman and Donna E Sherman,
mm evidence to be the individuals described in and who

personally known 1o me or provad to
executed the Deed of Trust, and acjeovwietiged the Deed of Trust as their free and vo'untary act and deed,

for the uses and Surposas mereindmilopww"‘" SRS
Givgg under my hand ;nd otﬁcm ulmm_,___ day of MARIH .
VIR mW~ VE2C £ ?tldlngnt _Al ]ﬂﬂﬂt‘ ié, .
W DR Sty commission espires 6232002
...:J;"' AR,

.
\)
Yoo " "‘“‘

Sgloaaathh
F\EQUEST FOR FULL RECONVEYANCE
To: R . Trustee

The undersigned is the Iegal ovmer and holder of all indebtedness secured by this Deed of Trust. You are hereby
requested, upon payment of all'sums ‘owing 1o you, to reconvey without warranty, to the persons entitied thereto, the right,

title and interest now held by you under the Deod of Trust.
s:

s

Notary Public in and for tho Shm;f
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