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THIS DEED OF TRUST is dated August 24, 2001, among John W Ellis and Shannon E Ellis,
husband and wife ("Grantor"); Horizon Bank, whose mailing address is Cornwall Office, 1500
Cornwall/PO Box 580, Bellingham, WA  98227-058( (referred to below sometimes as
"Lender" and sometimes as "Beneficiary"); 'and Westward Financial Services Inc, whose

mailing address is 1500 Cornwall Avenue, Bellmgham, WA 98225 (referred to below as
"Trustee"). _ R
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_.;CONVEYANCE AND GRANT. For valuakle consideration, Grantor conveys to Truslee in trust with power of sale, right
‘of entry and-possession and for the benefit of Lender as Beneficlary, alt of Grantor's right, title, and interest in and to the
-, following described real property, together with all existing or subsequently eracted or affixad buildings, improvements and
fixtures; -all easgments, rights of way, and appurtenances; all water, water rights and difch rights (including stock in utilities
with difch or :mganon rights); and all other rights, royaifies, and profits relating to the real pr erly, including without limitation
all minerals, oil,-gas, geothermal and similar matters, (the "Real Property") Iocatpe in Skagit County, State

of Washmgton' -

The West 50 feet of the North 125 feet of the East half of Lot 28, Block 135, FIRST
ADDITION TO BURLINGTON, according to the Plat thereof recorded in Volume 3 of Plats,
page:11, records of Skagit County, Washington. Situated in Skagit County, Washington.

The Real Property orits address is commonly known as 1320 E Fairhaven Sireet,
Burlington, WA, 98233 -The Real Property tax identification number is 4077-135-028-0101.

Grantor hereby ass:gns as’ secunfy to. Lender, all of Grantor's right, title, and interest in and to ell leases, Rents, and profits of
the Property. This assignment'is racorded in accordance with RCW 86.08.070; the lien created by this assignment is intended
to be spacific, perfected and chéate upon the recording of this Deed of Trust. Lender grants to Grantor a license to collest
the Rents and profits, which Jicensa may be revoked at Lender's option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, 1S GIVEN TQO SECURE (A)° PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL CBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE... Excep! as otherwise provided in this Deed of Trust, Granfor shall pay fo Lender all
amounts secured by this Deed of Trust as ihey become due, and shall strictly and in a timely manner perform all of Grantor's
obligations under the Note, this Deed of Trusl and the-Relaled Documents.

POSSESSION AND MAINTENANCE OF THE' PROPERTY. Grantor agrees that Grantor's possession and uss of the Property
shall be governed by the following prowstuns ;

Possession and Use. Uniil the occurrence of an Event of Default, Grantor may (1) remain in possession and controt of
the Property; (2) use, opsrate or manage the Property; and (3} collect the Rents from the Properly (this privilege is a
license from Lender to Grantor automatically revoked. opon default) The following provisions relate to the use of the
Properly or o other limitations on the Properly. The Real Property is nat used principally for agricultural purposes.

Duty to Maintain. Grantor shall maintain<the* Properly in tenantable condition and promptly perform ali repairs,
replacements, and maintenance necessary to breserva its value.

Compllance With Environmental Laws. Grantor represents and warrants to Lender that: (1) During the period of
Grantor's ownership of the Property, there has been no use,.gerieration, manufacture, storage, treatment, disposal,
release or threatened relsase of any Hazardous Substance by any person on, under, about or from the Property; (2)
Grantor has no knowledge of, or reason to believe that there has. been, except as previously disclosed fo and
acknowledged by Lender in writing, (a) any breach or-violation of dny Environmenial Laws, (b) any use, generation,
manufacturg, storage, treatment, disposal, release or threafened release of any Hazardous Substance on, under, about
or from tha Property by any prior owners or occupants ‘of the Propefty, or (¢) any actual or threatened litigation or
claims of any kind by any person relating to such matters; and (3) Exceplas previously disclosed to and acknowledged
by Lender in writing, (a} neither Grantor nor any tenant, conlractor, agent-or Gther authorized user of the Property shall
use, generate, manufacture, store, treat, dispose of or release any-Hazardous Substance on, under, about or from the
Property; and (b) any such activity shall be conducted in compliance with all applicable federal, state, and local laws,
regulations and ordinances, inctuding without limitation all Environmental Laws. Grantor authorizes Lender and its
agents to enter upon the Property to make such inspections and tests, at Grantor's expense, as Lender may deem
appropriate to defermine compliance of the Properly with this sectioni of the'Deed-of Trust. Any inspections or tests
made by Lender shall be for Lender's purposes only and shall not be tonstriled o creale any responsibility or liability on
the part of Lender to Grantor or to any other person. The representations and warraniies contained herein are based on
Grantor's due diligence in investigating the Propery for Hazardous Substanges. Grantor hereby (1) releases and
walves any future claims against Lender for indemnity or contribution in the-event Grantor. becomes liable for cleanup or
other costs under any such laws; and (2) agrees to indemnity and hold harmless Lender .against any and all claims,
losses, liabilifies, damages, penalties, and expenses which Lender may directly-or. indirectly sustain or suffer resulting
from a breach of this section of the Dead of Trust or as a consequence of any-uss, generation, menufacture, storage,
disposal, release or threatenad release occurring prior 1o Granter's ownership or interest in the Property, whether or not
the same was or should have been known to Grantor. The provisions of this sectiop of the Deed of Trust, including the
obligation to indemnity, shall survive the payment of the Indebtedness and the satisfaction and reconveyvance of the lien
of this Deed of Trust and shall not be affected by Lender’s acquisition ot any inler‘es!_.iﬁ' theé Praberly whather by
foreclosure or otherwisg.

Nulsance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commlt permlt or. suffer any slripping of
or wasle on or to the Property or any portion of the Property. Without limiting the generality of the foregaing;-Grantor wil
not remove, or grant to any other parly the right to remove, any timber, minerals (including 01I and gas), coal clay,
scoria, soii, gravel or rock products without Lender’s prior written consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the FIeaI Proper’fy ‘without
Lender’s prior written consent. As a condition to the removal of any improvemants, Lender may require Granlor to ‘make
arrangements satisfactory to Lender to replace such Improvements with Improvements of at least equal value

Lender's Right 1o Enter. Lender and Lender's agents and representatives may enter upon the Real Pmperty 'at:'all
reasonable times to attend to Lender's interests and o Inspect the Real Property for purposes of Grantor’s comphance__
with the terms and conditions of this Deed of Trust.

Compliance with Governmenial Requirements. Grantor shall promptly comply, and shall promptiy cause 'eomplian_c;a

by all agenis, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use orocclpy:

the Property in any manner, with all lgws, ordinances, and regulations, now or hersafler in effect, of all govsrnmenial
authdrities applicable to the use or oocupancy of the Property, inciuding withaut limitation, the Americans With Disabilities -~ .
Act. Grantor may conlest in good faith any such law, ordinance, or regulation and withhold compliance during any -~
proceeding, including appropriate appeals, so long as Grantor has notified Lender in writing prior to doing so and so*
long as, in Lender’s sola opinion, Lender’s interests in the Property are not jeopardized. lender may require Grantor-to
post adequate security or & surety bond, reasonably safistaciory to L.ender, to protect Lender's interest.

I
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. Duty'to Prolecl. Grantor agrees naither to abandon nor leave unattended the Property. Grantor shall do ail other acts,
¢ # in-addifion to those acts set forth above in this section, which from the character and use of the Property are reasonabiy
-—hecessary to protect and preserve the Property.

Construction: Loan. If some or all of the proceeds of the loan creating the Indebtedness are to be used to construct or
:complete canstruction ot any Improvements on the Properly, the Improvements shall be completed no later than the
*maturity date of the Note (or such earlier date as-Lender may reascnably establish) and Grantor shall pay in full all costs
and expenses in connection with the work. Lender will disburse toan proceeds under such terms and conditions as
Lender may deem reasonably necessary to insurg that the interest created by this Deed of Trust shall have priority over
all ‘possible liens;-including those of material suppliers and workmen. Lender may require, among other things, that
disbursemant requests be supported by receipted bills, expense affidavits, waivers of liens, consiruction progress
reports,-dnd such other-documentation as Lender may reasonably request,

TAXES AND'"LI*ENS. The félld‘wing provisions relaling to the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shalpay when due {and in all events prior to delinguency) all taxes, special taxes, assessments, .
charges (including water and sewer), fines and impositions levied against or on account of the Property, ang shall pay
when due all claims:for. work:done on or for services rendered or material furnished to the Properly, Grantor shall
maintain the Property ‘freée of alt.liens having priorily over or equal to the interest of Lender under this Deed of Trust,
except for the tien of taxes and assessments not due and except as otherwise provided in this Dead of Trust.

Right to Contesl. Grantor may withhold payment of any tax, assessment, or claim in connaction with a good faith
dispute over the obligationto 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 fiftean (15) days after the lien arises or, it a lien is filed, within fifteen
(15} days after Grantor has’nofice of the:filing, secure the discharge of the lien, or if requested by Lender, deposit with
lender cash or a sufficiant corporate surety bond or other security salisfactory fo Lender in an amount sufficient to
discharge the lien plus any costs and*aftorneys’ fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In anycontest, Grantpr shall defend itself and Lender and shall safisfy any adverse judgment before
enforcement against the Property. “Grantor shall name Lender as an additional obligee under any surety bond furnished
in the contest proceedings. .+ 7

Evidence of Payment. Grantor §Hqtl‘ﬂpon demgnd fumish to Lender salisfactery evidence of payment of the taxes or
assessments and shall authorize the appropriale.governmental official to deliver to Lender at any time a written statement
of Ihe taxes and assessments against the Property.

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are-supplied lo' the Properly, if any mechanic’s lien, materialmen’s lien, or other
lien could be asserted on account of the work, services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances salisfactory to:Leénderthat Granter can and will pay the cost of such improvements.

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

Maintenance of Insurance. Grantor shall pracure and malintain policies of fire insurange with standard extended
coverage endorsemeants on a fair vatue basis for the full insurable‘value covering all Improvements on the Real Property
in an amount sufficient to avoid application of any coinsurance ¢lause, and with a standard mortgagee clause in favor of
Lender. Grantor shalt also procure and maintain comprehensive general liability Insurance in such coverage amounts as
Lender may request with Trustee and Lender being named-as additignal insureds In such liability insurance policies.
Additionally, Grantor shall maintain such other insurance, including but not limited to hazard, business interruption, and
hoiler insurance, as Lender may reasonably require. Pdiicies shall bé written in form, amounts, coverages and basis
reasonably acceptable to Lender and issued by a company or-Gompanies.reasonably acceptable to Lender. Granlor,
upon request of Lender, will deliver to Lender from time*to fima.the, policies or certificates of insurance in form
satisfactory to Lender, including stipulations that coverages will not‘be cancélled or diminishad without at least ten (10)
days prior written nolice to Lender. Each insurance poficy 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 Grantor or any other person. Should
the Real Property be located in an area designaled by the Director of the Fedardl Emergency Management Agency as a
special flood hazard area, Grantor agrees to obtain and maintain Federal'Flood Insurance, if available, within 45 days
after notice is given by Lender thal the Property is located in a special flood hazard area, for the full unpaid principat
balance of the loan and any prior lisns on the property securing the lean, up.to the aximum policy limits set under the
National Ficod Insurance Program, or as otherwise required by Lender, and to 'maintain $uch insurance for the term of
the loan. D il

Application of Proceeds. Granlor shall promplly notify Lender of any loss or damage fo-the Properly. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casually.. Whether.or not Lender's security is
impaired, Lender may, at Lender’s election, receive and retain the proceeds of dny insurancd and apply the proceads to
the reduction of the Indebtedness, payment of any lien affecting the Propesty, of the restoration and repair of the
Property. If Lender slects to apply the proceeds to restoration and repair, Grantor shall repair or.replace the damaged or
destroyed Improvements in & manner salisfactory to Lender. Lender shall, upon satistactory proof of such expenditure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or resforation if‘Grantor. is not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after thieir: receipt and which
Lender has not committed to the repair or restoration of the Property shall be used first o pay any.amount owing to
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall'bgapplied to the principal
balance of the Indebledness. |f Lender holds any proceeds after payment in full of the Indebtedneéss; such proceeds
shall be paid without interest to Grantor as Granter's inleresls may appear. S

Unexpired Insurance al Sale. Any unexpired insurance shall inure to the benefit of, and pasé.iu," ihé"buf&haséc of the
Property covered by this Deed of Trust at any trustee's sale or other sale held under the provisions.cf this Dead of Trust,
or at any foraclosure sale of such Property. T

Grantor’s Report on Insurance. Upon request of Lender, howaver not more than once a year, Grantor shall furnish to
Lender a report on each existing policy of insurance showing: (1} the name of the insurer; (2) the risks insured; (3)
the amount of the policy; (4) the property insured, the then current replacement valua of such property;-and thé-manner °.
of determining that value; and (6) the expiration date of the policy. Grantor shall, upon request of Lender, have an :
independent appraiser safisfactory fo Lender determine the cash value replacement cost of the Property. - &

LENDER'S EXPENDITURES. if any action or proceeding is commenced that would materially affect Lender's intefestin the
Property or it Grantor fails 1o comply with any provision of this Deed of Trust or any Related Documents, including but ret.” .+ .
limited to Granlor’s failure to discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed .~

of Trust or any Refated Documents, Lender on Grantor's behalf may (but shali nat be obligated to) take any action that Lender”
deems appropriate, ipctuding buf not limited to discharging or paying all taxes, liens, securily interests, encumbrances. afid
other claims, at any time levied or placed on the Property and paying all costs for Insuring, maintaining and preserving the
Properly. All such expenditures incumed or paid by Lender for such purposes will then bear interest at the rals charged .-
under the Note from the date incurred or paid by Lender to the date of repayment bv Grantor. Al surch axpanses will hacama
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..:“a part of the Indebtedness and, at Lender's opfion, will (A) be payable on demand; (B) be added to the balance of the
Nole afd.bie apportioned among and be payable with any Installment payments to become due during either (1) the term of
any apphcable insurance policy; or (2) the remaining term of the Note; or (C) be treated as a balloon payment which will be
‘dile and payable at the Note’s maturity. The Deed of Trust atso wilt secure payment of these amounts. Such right shall be in

'~-addmcn to afl-other rights and remedies to which Lender may be entitlad upon Defauilt.

WAI?RANTY DEFENSE OF TITLE. The following pravisions relating to ownership of the Property are a part of this Deed of
Trust

'Tltte Grantor warrants that: {(a) Grantor holds gocd and marketable tile of record to the Property in fee 5|mple, free
and “clear.-of all liens and encumbrances ofher than thase set forth in the Real Property description or in any fitle
insiirance policy, title report, or final title opinion issued in favor of, and accepted by, Lender in connection with this Deed
of Trust, arid. (b) Graritor has the full right, power, and authority to execute and deliver this Deed of Trust to Lender.

Defense of Tille: Subject to the exception in the paragraph above, Grantor warrants and will forever defend the title to
the Property agamst the‘lawful claims of all persons. In the event any action or proceeding Is commenced that questions
Grantor's title or the.interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor'may by the nominal party in such proceeding, but Lender shall be entitled o participate in the
proceeding and’to.be reprasented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be delwered tor Lender such instruments as'Lender may request from time to time to permit such participation.

Compllance With Laws. Grantor warrants that the Property and Grantor's use of the Property compiies with ali existing
applicable laws, ordinances, and regulations of governmantal authorities.

Survival of Representatlons and Warranties. Al reprasentations, waranties, and agreements mada by Grantor in this
Deed of Trust shall survive the execufion and delivery of this Deed of Trust, shall be continuing In nature, and shall
remain in full force and effect unht such time as Grantor's Indeblgdness shall be paid in full.

CONDEMNATION. The tollowmg prowsmns relatlng to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condemnatuon is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take such steps ag may be riecessary lo defend the action and obtain the award. Grantor may be the
nominal parly in such proceeding, but Lender shall be entitied ta participate in the proceading and 1o be represented in
the proceeding by counsel of its awn choice all at Grantor s expense, and Grantor will deliver or cause to be delivered to
Lender sluch instruments and documentatlon as may be requesied by Lender from time to time to permit such
participation

Application of Net Proceeds. Iif aII or any part of the Property Is condemned by eminant domain proceedings or by any
proceeding or purchase in lieu of condemnation, Lendér may at Its election require that all or any portion of the net
proceeds of the award be applied to the Indeblednass or the rapair or restoration of the Property. The net proceeds of
the award shall mean the award after payment of all regsonable costs, expenses, and attorneys' fees incurred by Trustes
or Lander 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. Upcn request by Lender, Grantor shall execute such documents in addition to this
Deed of Trust and take whatever other action Is requested by Lander to perfect and continue Lender's lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as descrived below, togelher with all expenses incurred in
recording, perfecting or continuing this Deed of Trust, ingliding wﬂhout limitation all taxes, fees, documentary stamps,
and other charges for recording or registering this Deed of Trust, :

Taxes. The following shall constitute taxes to which this® sactlon applles (1) a specific tax upon this type of Deed of
Trust or upon all or any par of the Indebtedness secured: by this Deed-of-Trust; (2) a specific tax on Granter which
Grantor is authorized or required to deduct from payments oit-thé indebtedness secured by this type of Deed of Trusf;
(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 pringipal and interast made by Grantor.

Subsequent Taxes. If any tax to which this section applies is enacted subse_quent to the date of this Deed of Trust, this
event shall have the same effect as an Event of Default, and Lender may exercise any or all of ifs available remedies for
an Event of Default as provided below unless Granter either (1} pays the-iax tistore it becomes delinquent, ar (2)
contests the tax as providaed above in the Taxes and Liens section and deposns wnth Lender cash or a sufficient
corporale surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following prowsmns relatmg tcr th|s Deed of Trust as a security
agreament are a part of this Deed of Trusk:

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

Security Interest. Upon request by Lender, Grantor shall execute ﬁnancmg statements and take Whatever other action
is requested by Lender to perfect and continue Lender’s security interest in the Rents'and Personal Property. In addition
to recording this Deed of Trust in the real property records, Lender may, at any time: and without-furitier authorization
trom Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as"a financing:staterment. Grantor
shall reimburse Lander for ail expenses incurred in perfecting or conlinuing this securily interest. - Upon defaull, Grantor
shall not remove, sever or detach the Personal Property from the Property. Upon default; Grantor shall.assemble any
Personal Property not affixed to the Property in & manner and at a place reasonably converient to Grantor and Lender
and make it available to Lender within three (3) days after receipt of written demand from Lender to the extant permltted
by applicable law.

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) from which mformatmn cuncermng
the security interest granted by this Deed of Trust may be obtained (sach as required by the Uniform’ Commerclal Code)
are as slated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY~IN-FACT. The following provisions refaling to further assurancas and:-t.__
afforney-in-fact are a part of this Deed of Trust: :

Further Assurances. At any fime, and from time to time, upon request of Lender, Grantor wil maks,: execute and
detiver, or wili cause to ba made, executed or delivered, to Lender or to Lender's designee, 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 Lender may deem appropriate, any and all such mortgages, deeds of frusl, security deeds, security” .-
agreements, financing statemants, 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, complets, partect;
continua, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and. (2) e
the liens and security interasts created by this Deed of Trust as first and prior liens on the Property, whether now owned -

— ;
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£ ._or :ﬁereaﬂer acquired by Grantor. Unless prohibited by law or Lender agrees to the confrary in writing, Grantor shall
£ rermburse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.

AItorney—ln-Facl. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for
gnd-in the'name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irevecably appoints Lender
:as'Grantor’s aftorney-in—fact for the purpose of making, executing, delivering, filing, recording, and doing all other things
‘as may be: neoessary or desirable, in Lender’s sole opinion, to accomplish the matters referred to in the preceding
paragraph

FULL PERFOFIMANCE If Grantor pays all the Indebtedness when due, and otherwise performs all the cbligations imposed
upen Grantor under this Deed of Trust, Lender shall execute and deliver te Trustee a request for full reconveyance and shall
execute and deliver-to Grantor suitable statements of terminafion of any financing statement on file evidencing Lender’s
security interest in the, Rents and the Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The'grantea.ii. any reconveyance may be described as the "person or persans legally entitled thereto", and
the racitals in the reconveyance o! any matters or facts shall be conclusive proof of the truthfuiness of any such matters or
facts.

EVENTS OF DEFAULT Each of {he followrng, at Lender’s option, shall conslitute an Event of Default under this Deed of
Trust:

Payment Default Grantor larls to ‘make any payment whan due under the Indebtedness.

Other Defaults. Grantor farls fo comply with or to perform any cther term, obligation, covenant or condilion contained in
this Deed of Trust or i any of-the Related Documents or to comply with or to perform any term, obligation, covenant or
condition conlained inany other: agreemenl between Lander and Grantaor.

Compliance Default. Farlure to camply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents. If such a failure is curable and if Grantor has not been given a
notice of a breach of the same provisich of this Deed of Trust within the preceding twelve (12} months, it may be cured
{and no Event of Default wili:have aecurred) It Granlor, after Lender sends written notice demanding cure of such failure:
(a) cures the failura within fifteen"{15)-days; or (b) if the cure requires more than fiteen (15) days, immediately initiates
steps sufficient to cure the failure and thereafter continues and completes all reasonable and necaessary steps sufficient
to produce compliance as soon as reasonably practrca\

Default on Other Payments. Failurgof Granlor ‘within the time required by this Deed of Trust to make any payment for
taxes or insurance, or any other payment: nec:essary o prevent filing of or fo effect discharge of any lien.

False Statemenis. Any wamanty, representatlan or slalement made or furnishad to Lender by Grantor or on Grantor’s
behalf under this Deed of Trust or the Relatad Documents is false or misleading in any material respect, either now or at
the time made or furnished or becomes false:or misleading at any time thereafter.

Defective Collateralization. This Deed of Trust o any of the Relaled Documents ceases to be in full force and effact
(including failure of any collateral document to create a valid and perfacted security interest or lien) at any time and for
any reason.

Death or Insolvency. The death of any Grantor, 'lh__é insolvency of Grantor, the appointment of a receiver for any part of
Grantor’s property, any assignment for the benefit of creditors;‘any type of craditor workout, or the commencament of
any proceeding under any bankruptcy or insolvency laws by-or alalnst Grantor,

Creditor or Forfeliure Proceedlngs Commencement of- forec!osure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other methad, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This inclides a garnishment of any of Grantor's accounts, incfuding
deposit accounts, with Lender. However, this Event of Default shall’ not-apply. if there is a good faith dispute by Grantor
as to the validily or reasonabieness of the claim which is the basis of the-creditor or forfeiture proeeedlng and if Grantor
gives Lender wriltan notice of the creditor or torfeiture proceeding and- teposits with Lender monles or a surety bond for
the creditor or forfeiture proceeding, in an amount determined by Lender, in lts sole discretion, as being an adequale
reserve or bond for the dispute.

Breach of Other Agreemen!. Any breach by Grantor under tha terms of any olher agreement betwean Grantor and
Lender that is not remedied within any grace period provided therein, mcludmg without limitation any agreement
concerning any indebtedness or other cbligation of Grantor to Lender, whether exlsting nnw or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor. endorser, surety, or
accommodation party of any of the Indebtedness or any guarantor, endorset, surety, or; accommodation parly 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, Lander, at its ophon, may, but shall not be required to;. permlt the. guarantor's estate to assume
unconditionally the obiigations arising under the guaranty in a manner salisfactery to Lender, and, in doing so, cure any
Event of Defaull. ;

Adverse Change. A material adverse change ocours in Grantor's financial condrlron. or Lender belraves the prospect of
payment or performance of the Indebtedness is impaired.

Right o Cure. 'f such a fallure is curable and if Grantor has not been given a notrce at a breach nf the SAma provision
of this Deed of Trust within the preceding twelve {12) months, it may be cured (and no Event-of Default will have
occurred) if Grantor, after Lender sends written notice demanding cure of such failure: (2} qures-the fallure within fifteen
(15) days; or (b) if the cure requires more than fifteen (15) days, immedialsly initiates steps sufﬁcrent to-¢ure the failure
and thereafter continues and completes all reasonable and necessary steps sufficiant to produce cemplrance as s00n as
reasonably practical.

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

Election of Remedies. Election by Lender 1o pursue any remedy shall not exclude pursuit of any other remedy and an
eleclion to make expenditures or to take action to perform an obiigation of Grantor under this Deed of Trust aﬂer
Grantor’s failure to perform, shall not affect Lender's right to declare a default and exercise its remadies.”. g

Acceleraie Indebledness. Lender shall have the right at its option to declars the entire Indebtedness lmmedlately duef'
and payable, including any prapayment penalty which Grantor would be required to pay. '

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right 1o exercise |is power of . A
sale and to foreclose by notice and sale, and Lender shall have the right to foreciose by judicial foreclosure; in eilher"" R

case in accordance with and lo the full extent provided by applicable faw.

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

Coliect Rents. Lender shall have the right, without natice fo Grantor to take possession of and manage ihe Propeﬂy

T
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: and collect the Remts, including amounts past dus and unpaid, and apply the net proceeds, over and above Lenders
- . costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the Property
¢ -7 to‘make payments of rent or use fees directly to Lender. If the Rents are collecled by Lender, then Grantor irevocably
~~desighates Lender as Grantor's attorney-in-fact to endorse instruments received in payment thersof in the name of
Grantor-and to negotiate the same and coilect the proceeds. Payments by tenants or other users to Lender in response
1o.Lender's demand shall satisty the obligations for which the payments are made, whether or not any proper grounds
i for the dsmand existed. Lender may exercise its rights under this subparagraph either in persen, by agent, or through a

i receiver. &

‘Appoint Recelver, Lender shail have the right to have a receiver appointed to take possession of all or any part of the
Properly; with the power to protect and preserve the Property, to operate the Property preceding or pending foreclosure
ar s_ale, and to-¢ollect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebtetness. The recelver may serva without bond if permitted by law. Lender's right to the appointment
of a receiver shafl exist whether or not the apparent value of the Property exceeds the Indebtedness by a substantial
amount. Employment.by Lender shall not disquality a person from serving as a receiver.

Tenancy al Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided above or
Lender otherwise becomes antitled to possession of the Property upon default of Granter, Grantor shall becoms a
tenant at sufferance’.of Lender or the purchaser of the Property and shall, at Lender’s option, elther (1) pay a
reasonable rentat for the use of-the Property, or {2) vacate the Property immediately upon the demand of Lender.

l:’Oﬂ'lner Remedies. Trustee &___Lénder shall have any other right or remedy provided in this Deed of Trust or the Note or
Y law. c

Nolice of Sale. Lendershall give Granter reasonable notice of the time and place of any public sale of the Persanal
Property or of the fime after which any private sale or other intended disposition of the Personal Property is fo be made.
Reasonable notice shall mean notice given at least ten (10) days before the time of tha sale or disposition. Any sale of
Personal Property may be:mada in conjunction with any sale of the Real Property.

Sale of the Property. -To the axtent permitted by applicable faw, Grantor hereby walves any and alf rights to have the
Properly marshalled. In exercising‘its righls ‘and remedies, the Truslee or Lender shall be free 1o self all or any part of the

. Property together or separately, in one sale or by separate sales. Lender shall be entitied to bid at any public sale on all
or gny portion of the Property. -~ .+ an

Attorneys’ Fees; Expenses. If Lander fnstilutes dny suit or action to enfarce any of the terms of this Deed of Trust,
Lender shall be enlitled to recover such sim as the court may adjudge reasonable as attorneys' fees at frial and upon
any appeal. Whether or not any court: action:is involved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs that in Lender’s ‘opinion are necessary at any time for the protection of its interest or the
enforcement of its rights shall becoms a part of the Indebtedness payable on demand and shall bear interest at the Note
rate from the date of the expenditure unitil -repaid. .-Expenses covered by this paragraph include, without limitation,
however subject to any limils under appficable law, Lender's attorngys’ fees and Lender’s legal expenses, whether or not
there is a lawsuit, including attorneys' fees &nd expenses for bankruptcy proceedings (including efforts to modify or
vacate any automalic stay or injunction), appeals, and any anticipated post-judgment collection services, the cost of
searching records, obtaining title reporls (including foreclosure reports), surveyors’ reports, and appraisal fees, title
insurance, and fees for the Trustee, to the extent permitted by applicable law. Grantor also will pay any court costs, in
addition to all other sums provided by law. i to

Rights of Trustee. Trustes shall have all of the rights and d’ﬁ;ies"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) are part of this Deed of Trust;

Powers of Trustee. In addition to all powers of Trustee arising as a mattsr-of law, Trustes shall have the power to take
the following actions with respect fo the Property upon the written request-of Lender and Grantor: (a) join in preparing
and filing a map or plat of the Real Property, including the dedication.of streets or other rights o the public; (b) join in
granting any sasement or crealing any restriction on the Real Froperly; and {¢) join in any subordination or other
agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Notify. Trusiee shall not be obligated to notify an{r___o'the_r p’a;rty:o! a pending sale under any other trust
deed or lien, or of any action or proceeding In which Grantor, Lender, or Trustee shall be a parly, unless required by
applicable law, or unless the action or praceeding is brought by Trustee. T

Trustee. Trustes shall meet all qualifications requirad for Trustee under applicable law. : in addition o the rights and
remedies set forth above, with respact to all or any part of the Property, the Trustee shall have the right to foreclose by
nofica and sale, and Lender shalf have the right to foreciose by Judicial forectosure, in eithér ¢ase in accordance with and
to the full extent provided by applicable law. [

Successor Trustee. Lender, at Lender's option, may from time to time appoint a siicgassor Trustee to any Trustes
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and-tecorded in the office
of the recorder of Skagit County, State of Washington. The instrument shall contain, in addiionlo all other matters
required by state law, the names of the original Lender, Trustee, and Grantor, the bogk and page or.the Auditor’s File
Number where this Deed of Trust is recorded, and the name and address of the sucgessor 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 all the title, power, and dufies conferred upan the Trustee in this.Dead of Trust and by
applicable law. This procedure for substitution of Trustee shali govern to the exclusion'of-all other provisions for
substitution. e

NOTICES. Subject to applicable law, and excepl far notice required or allowed by law to be given in another manner, any
nofice required to be given under this Dead of Trust, including without limitation any notice of defaull‘and-any notice -of sale
shall be given in writing, and shall be sffective when actually deliversd, when actually received by:lelefacsimile- {tnless
otherwise raquired by law), when deposited with & nationally recognized overnight courier, or, if mailed, ' when deposited in

the United States mall, as first class, certified or registered mail postage prepaid, directed to the addresses shewn:near the
beginning of this Deed of Trust. ANl copiss of notices of foreclosure from the holder of any lien which hds priority over this
Deed of Trust shall be sent to Lender’s address, as shown near the beginning of this Deed of Trust. Any party may change its".
address for notices under this Deed of Trust by giving formal written notice to the other parties, specifying that the purposeof
the nofice is to change the party's address. For notice purposes, Grantor agrees to keep Lender informed “at all times .of
Grantor's current address. Subject to applicabla law, and except for nofice required or allowed by law to be given in-anpther:
menner, if there is more than one Grantor, any nolice given by Lender to any Grantor is deemed lo be notice giver to-all -~
Grantors. R R

MiSCELLANEQUS PROVISIONS. Thg following miscellaneous provisions are a part of this Dead of Trust:

Amendmenis. This Deed of Trust, together with any Relaled Documents, constitutes the entire understandiné;_ah&
agreement of the parties as fo the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of

W
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/- Trust'shall be effective unless given in wriling and signed by the party of parties sought to be charged or bound by the
* i alteration or amendment.

Annual Reports If the Praperty is used for purposes other than Grantor's residence, Granfor shall furnish to Lender,
upon request; a certified statement of net operating incoms received from the Property during Grantor's previgus fiscal
:year in such form and dstail as Lender shall require. "Net operating incomg" shall mean all cash receipts from the
ffProperty less aII cash expenditures made in connecfion with the operafion of the Property.

Caphgn Headlngs., Caption headings in this Deed of Trust are for convenience purposes only and are not to be used to
inteppret or defing the provisions of this Dead of Trust.

Merger. There shall be no merger of the interest or estata created by this Deed of Trust with any other interest or estate
in the Properly at any hme held by or tor the benefit of Lander in any capacity, without the written consent of Lender.

Governirig Law. This Deed of Trust will be governed by, construed and enforced in accordance with fedeval law
and the laws of the Slate of Washington. This Deed of Trus! has been accepled by Lender in the State of
Washington. i

Cholce of Venue, -if there is a lawsu1t Grantor agrees upon Lender’s request to submit to the jurisdiction of the courts of
Shagit County,” State of- Washmgton

Joint and Severat Llabllity All obligations of Grantor under this Deed of Trust shall be joint and several, and all
references to Grantor shall mean each and every Grantor. This means that each Grantor signing below is responsible for
all obligations in this Deed of Trust.

No Waiver by Lender.” Lender ‘shalf net be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lendsr. No delay or omission on the part of Lender in exercising any right shall
operale as a waiver of such:right or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
preludlce or constitute a waliver of Lender's-right otherwise to demand sirict compliance with that provision ar any other
provision of this Deed of Trust. “No prior waiver by Lender, nor any course of dealing between Lender and Grantor, shall
constitule a waiver of any of Cender’s rights or of any of Grantor’s obligations as to any future transactions. Whenever
the consent of Lender is required under-this Deed of Trust, the granfing of such consent by Lendar in any instance shall
not constitute continuing consent {o subsequentinstances where such consent is required and in all cases such consent
may be granted or withheld in thesole discration. ol’__Lender

Severabillty. If a court of competent.jurisdigtion finds any provision of this Deed of Trust to be illegal, invalid, or
unsnforceable as to any person or circumstance, that finding shall not make the offending provision illegal, invalid, or
unanforceable as to any othar parsan or circurristance:” if faasible, the offending provision shall be considered modified
so that it becomes legal, valid and enforceable If the oHfending provision cannot be so madified, it shall be considered
deleted from this Deed of Trust. Unless otbierwise required by law, the ilegallty, invalidity, or unentorceability of any
provision of this Deed of Trust shall not affer:t the legallly. validity or enforceability of any other provision of this Deed of
Trust.

Successors and Assigns. Subject to any llrmtatrens stated in this Deed of Trust on transfer of Grantor’s interest, this
Deed of Trust shall be binding upen and inure to the:benefit of the.parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor, Lender, without nolice to Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the Indebledness by way of torbearance or exlension without
releasing Grantor from the obligations of this Deed of Trust.or liability under the Indebtednaess.

Time is of the Essence. Time is of the essence in the perfe'rrnance et ttris Deed of Trust.

Waive Jury. All pariles to this Deed of Trust hereby wawe the rigm to any jury trial in any action, proceeding, or
counierclalm brought by any party agains! any other party R

Waiver of Homestead Exemption. Grantor hereby releases and ‘waives aII .fights and benefits of the homestead
exemption laws of the Stale of Washington as to all Indebtedness secured by this: Deed of Trust.

DEFINITIONS. The foliowing capitalized words and terms shall have the followmg meanlngs when used in this Desd of Trust.
Unless specifically stated to the contrary, all references to dollar amounts shall meari amounts in lawful money of the United
States of America. Words and terms used in the singular shall include the pliral, and the plural shall includs the singular, as
the context may require. Words and terms not otherwise defined in this Deed of Trust shall ha\re the meanings afiributed to
such terms in the Uniform Commercial Code: :

Beneficlary. The word "Beneficiary” means Horizon Bank, and its successors and e.55|gns

Borrower. The word "Borrower™ means John W Ellis and Shannon E Ellis, and all other persons and entiies signing the
Nota in whatever capacity.

. Deed of Trust. The words "Deed of Trust™ mean this Deed of Trust among Grantor. Lender. and Trustee, and includes
without limitation all assignment and security interest provisions relating to the Personal Property and Rents.

Defauit. The word "Default” means the Default set forth in this Deed of Trust in the sectton htled “Default"

Environmental Laws. The words "Environmental Laws™ mean any and &ll state, tederal and Iocal Statites, regulations
and ordinances relating to the prolection of human health or the snvironment, including withott limitation the
Comprehensive 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. :Ng. 99-499 ("SARA",
the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource Conservation and.Recovery

ﬁtl'ct t!tz U.S.C. Section 6901, st seq., or other applicable state or faderal laws, rules, or regutatlons adopted pursuant
ereto

Event of Default. The words "Event of Defaull” mean any of the events of default set forth in thig Deed of Trust m the
events of default section of this Deed of Trust.

Grantor. The word "Grantor” means John W Eilis and Shannon E Ellis.

Guaranty. The word "Guaranly” means the guaranty from guarantor, endorser, surety, or aocommodatton party 16
Lender, including without limitation a guaranty of all ¢r part of the Note.

Hazardous Substances. The words "Hazardous Substances™ mean materials that, because of thelr quantity,f"
conceniration or physical, chemical or infectious characteristics, may cause or pese a present or potential hazard: to

human health or the environment when improperly used, ireated, stored, disposed of, generated, manufactured, .
transported or ctherwise handled. The words "Hazardous Substances”™ are used in their very broadest sense. and .

include without limitation any and all hazardous or toxic substances, materials or waste as defined by or listed under the:
Environmental Laws. The term "Hazardous Substances” also includes, without limitatian, petroleum and petroleum
by-products or any fraction thereof and asbestos.

Improvements. The word "Improvements” means all existing ar~ * -~ * -~ be il atriinhirne  mahila
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K hon"ikés atfixed on the Real Property, facilities, additions, replacemants and other construction on the Real Property.

_.;f *’Indebtedness The word “Indebtedness" means all principal, interest, and other amounts, costs and expenses pavable
* .under-the Note or Relaled Documents, together with all renewals of, extensions of, modifications of, consolidations of
~ and substitutions for the Note or Refated Documents and any amounls expended or advanced by Lender to discharge

Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor’s obligations under this Deed of

Trust together with interest on such amounts as provided in this Deed of Trust.
':';KLender. The' word "Lender" means Horizon Bank, its successors and assigns.

Note:~The word "Note” means the promissory note dated August 24, 2001, in the original principal amount
of-$101,600.00 f:om Grantor to Lender, together with all renewals of, extensions of, modifications of, refinancings of,
consolldahons of, and, subshtuhons for the promissory note or agreement. The maturity date of this Deed of Trust is
September1 2@02

Personal Property The words "Personal Property” mean all equipment, fitures, and other articles of personal property
now or hereafter owried. by Grantor, and now or hereafter attached or affixed to the Real Property; together with ail
accesslons, parts, and-addjtions 1o, all replacements of, and all substitutions for, any of such property; and together with
all issues and profils-thereon and proceeds (including without limitation all insurance proceeds and refunds of premiums)
from any sale or other: dlsposmon of the Property.

Property. The word "Properiy" means collectively the Real Property and the Personal Property.

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

Related Documenis The words "Flelatad Documents™ mean all promissory notes, credit agreements, loan agreements,
environmental agreements, guaranties, security agresments, mortgages, deeds of trust, security deeds, collateral
mortgages, and all other: lnstruments agreemenls and documents, whether now or hereafter existing, exscuted in
connection with the Indebtedness #

Renis. The word "Rents” i'neans -all presant and future rents, revenues, income, issues, royalties, profits, and other
benefits derived from the Propeity.

Trustee. The word "Truslee" megns WesMgrd--F'ingncial Services inc, whose mailing address is 1500 Cornwall Avenue,
Beflingham, WA 98225 and any substitute or sugcessor frustees.

EACH GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTCR AGREES TO ITS TERMS. : .
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On this day before me, the undersigned Notary Public, personally appeared John w Ellis and Shannon E Ellis, persenally
known to me or proved to me on the basis of satisfactary avidence to be the individuals described in and who executed the
Deed of Trust, and acknowledged that they signed the Deed of Trust as their free and voluntary’ acl and deed, for the uses

and purposes therein mentioned. 9 3 Vd
Given under my hand and official seal this

BV

day of Auﬁu.sr ,20 4/

Residing a{ m M’ﬂ / &q

Notary Public In and for the Slate of ©
Marcia J. Jen a-

My commission explre;f_:_:_:tb_ Z§ Z&OZ

To:

REQUEST FOR FULL RECONVEYANCE

, Trustes

The undersigned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby requested

upon payment of all sums owing to you, lo reconvey without warranty, to the persons entitted thereto, the rlght nlle and : ;
interest now held by you under the Deed of Trust. ;

Date: Beneficiary:

By:

its:
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