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e "-QONSTRUCTION DEED OF TRUST

DATE: December 19 2001

Reference # (if appllcable) 0750001179 Additional on page
Grantor(s):
1. Cline, John

Grantee(s)
1. Horizon Bank :
2. Westward Financial® Serwces Inc, Trustee

Legal Description: Lot 9, Survey of Cranberry helghts Phase 1 Additional on page
Assessor's Tax Parcel ID#: 3809—115—009—0000

THIS DEED OF TRUST is dated December 19, 2001, among John Cline, as his separate
estate, whose address is 4211 Bryce Drive, Anacortes, WA 98221 ("Grantor"); Horizon Bank,
whose mailing address is Cornwall Office, 1500° Cornwall/PO Box 580, Bellingham, WA
98227-0580 (referred to below sometimes as "Lender" .and sometimes as "Beneficiary"); and
Westward Financial Services In¢, whose - mallmg address is 1500 Cornwall Avenue,
Bellingham, WA 98225 (referred to below as "Trustee™). -
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys 1o Trustee In trust with power of sale, right
‘of ‘entry and.possesslon and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and fo the
. following described real praperty, together with all existing or subsequently erected or affixed buildings, improvemants and
fiddures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with:diteh or irrigation rights); and all other rights, royalties, and profits relating to the real pro erty, including without limitation
all mirierals, oil, gas, geothermal and similar matters, (the "Real Property") located in Skagit County, State

of Washmgten.

Lot 9; Survev of Cranberry Heights Phase 1, recorded in Volume 18 of Surveys, pages 26
and 27; records-of the Auditor, Skagit County, Washington, being a portion of Blocks
1114 -through 1117, NORTHERN PACIFIC ADDITION TO ANACORTES, according to the
plat therof recorded.in Volume 2 of Plats, pages 9 through 11, records of Skagit County,
Washington; . EXCEPT all that portion Lots 14 and 22 lying within 8th Street West and the
alley between Blocks 1114 and 1115. Situate in Skagit County, Washington.

The Real Property or’ its. address is commonly known as 3614 West 8th, Anacortes, WA
98221, The Real Property tax identification number is 3809-115-009-0000

Grantor hereby assigns as secunty fo’ Lender all of Grantor’s right, fitle, and interest in and to all leases, Rents, and profits of
the Property. This assignmient is récordéd-in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfactad and choale upon the recording of this Deed of Trusl. Lender grants to Grantor a licenss to collect
the Rents and profits, which license may be revoked at Lender's option and shall be automatically revoked upon acceleration
of ali or part of the Indebledness :

THIS DEED OF TRUST, INCLUDING THE ASSIGNMEHT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PHOPEHTY IS -GIVEN TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST IS GIVEN AND-ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as cthérwise 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 ali of Grantor's
obligations under tha Note, this Deed of Trust, and the’ Related Documents.

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

Possession and Use. Until the occurrence ofan Event of Default, Grantor may (1) remain in possession and confral of
the Property; (2) use, operate or manage the Property; and (3) collect the Rents from the Property (this privilege is a
licanse from Lender to Grantor automatically revgked upon default). The following provisions relate to the use of the
Property or to other limitations on the Property. The'Real Property is not used principally for agricultural purposes.

Duty 1o Maintain. Grantor shall maintain the Property in lenantable condition and prompfly perform all repairs,
replacements, and mainlenance necessary o preserve its value A

Compliance With Environmental Laws. Grantor represents and warrants to Lender that: (1) During the period of
Grantor's ownership of the Property, thece has been no Uss, generalion, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any'person on, under, about or from tha Property; (2)
Grantor has no knowledge of, or reason to believe that thers ,has been, except as previously disclosed to and
acknowledged by Lender In writing, (a) any breach or violation of any Environmental Laws, (b) any use, generation,
manufacture, storage, treatment, disposal, release or threatenad release of any Hazardous Substance on, under, about
or from the Properly by any prior owners or cccupants of the Property, or (¢). any actual or threatened lfigation or
claims of any kind by any person relating to such matters; and (3} :Except as previously disclosed to and acknowledged
by Lender in writing, (a) neither Grantor nor any tenant, contractor, agent orother authorized user of the Property shall
use, generate, manufacture, store, treat, dispose of or ralease any Hazardous Substance on, under, about or from the
Property; and (b) any such aclivity shall be conducted in compliance.with-dll applicable federal, state, and local laws,
regulations and ordinances, including without limitation all Environmenlal Laws.” Grantor autharizes Lender and its
agents to enter upon the Property fo make such inspections and tests, al’ Grantor's expense, as Lender may deem
appropriate to determine compliance of the Properly with this section of the:Deed of Trust. Any inspections or tests
made by Lender shall be for Lender's purposes only and shall not ba construed to create any.responsibility or liabillty on
the part of Lender to Grantor or to any other person. The representations and warranties contained herein are based on
Grantor's due diligenca in investigaling the Property for Hazardous Substances. . Grantor.hereby (1) releases and
waives any future claims against Lender for indemnity or confribution In the event Grantor.ecomes liable for cleanup or
other costs under any such laws; and {2) agrees to indemnify and hold harmless Lender against.any and all claims,
losses, liabilities, damages, penalties, and expensas which Lender may directly or lindiractly sustain or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any use; generation; manufactura, storage,
disposal, release or threatened release occurring prior to Grantor's ownership or interest i’ the Propérty; whether or not
the same was or should have been known fo Grantor. The provisions of this section of the'Deed of.Trust, including the
obligation to indemnify, shall survive the payment of the indebtedness and the salistaction and reconveyance of the lien
of this Deed of Trust and shall not be affected by Lender's acquisiion of any interest m the Property whether by
foreclosure or otharwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any uisance nor commit, permlt or suffer any strlpplng of
or waste on or to the Properly or any portion of the Property. Without limiting the generality of the foragoing, Grantor will
not remove, or grant fo any other party the right to remove, any limber, minerals {lncludmg oll: and gas}. coal, clay.
scorla, soil, gravel or rock products without Lendsr's pricr writlen consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Properly wnthout

Lender's prior written consent. As g condition to the removal of any Improvements, Lender may require- Grantor.to. make..

arrangements satisfactory to Lender to replace such Improvements with Improvements of at least equal value.

Lender’'s Right to Enter. Lender and Lender’s agents and rapresentatives may enter upon the Real Property a| ail
reasonable times to attend 1o Lender's interests and to inspect the Real Property for purposes of Grantor's’ cumplmnce:

with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause cumpllance-
by all agents, tenants or other persons or entiies of every nature whatsoever who rent, lease or otharwise use or occupy.

the Property in any manner, with all laws, ordinances, and regulations, now or hereafler in effect, of all governmentsl
authorities applicable to the use or occupancy of the Proparty, including without limitation, the Americans With Disabilities

————
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F Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during any
£ .--"'proceedlng, including approprlate appeals, so long as Grantor has notified Lender in writing prior to domg so0 and so
-fong-&s, in Lender's sole opinion, Lender's interests in the Property are not jeopardized. Lender may require Grantor to

" post adequate security or a surety bond, reasonably satisfactory to Lender, 1o protect Lender’s interest.

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

Constructlon Loan. If some or all of the proceeds of the loan creating the Indebtedness are to be used 1o construct or
complete construction of any Improvements on the Property, the Improvements shall be completed no later than the
maturity date.of the Note (or such earier date as Lender may reasonably establish) and Grantor shell pay in full all costs
and expenses”in-connection with the work. Lender will disburse loan proceeds under such terms and conditions as
Lender may deem:reasoriably necessary to insure that the interest crealed by this Deed of Trust shall have priority over
all possible liens, ingluding: those of material suppliers and workmen. Lender may raquire, among other things, that
disbursement requests. ‘ba supported by receipted bills, expense affidavits, waivers of liens, construction progress
raports, and such olher documenlahon as Lender may reasonably request.

TAXES AND LIENS:. The followung provisions relating to the laxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due (and in all evenls prior to delinquency) all taxes, special taxes, assessments,
charges {including water and .sewer), fines and impositions levied againsi or on account of the Property, and shall pay
when due all claims for work donig-an or for services rendered or material furnished to tha Property. Grantor shall
maintain the Property:free of all Jiens having priority over or equatl to the interest of Lander under this Deed of Trust,
except for the lien of laxes and assessments not due and excep! as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligafion: o pay, 5o 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, it a lien is filed, within fifteen
(15) days after Grantor has notice.-of the filing, secure the discharge of the lien, or if raquested by Lender, daposit with
Lender cash or a sufficient corporate surety bond or other security salisfactory to Lender in an amount sufficient to
discharge the lien plus any cosls and-attorneys! fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any contest, Grantor shall defend itself and Lender and shall salisfy any adverse judgment bslore
enforcement against the Property. Granlor shall name Lender as an additional obligee under any sursty bond furnished
in the contest proceedings.

Evidence of Paymeni. Grantor shall upon demand furnish to Lender salisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmEntal official to deliver to Lender at any time a written staterment
of the taxes and assessments against the Property:

Notice of Construction. Grantor shall notify Lerider at least fittean (15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Property, if any mechanic’s lien, materiaimen’s lien, or other
lisn could be asserted on account of the work;. services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances salistactory to Lender. that Grantor can.and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following prowslons ralatmg Io msunng the Properly ara a part of this Deed of
Trusl.

Maintenance of Insurance. Grantor shall procure and mamtaln polacles of fire insurance with standard exiended
coverage endorsements on a fair value basis for the full insurable vafue covering all Improvements on the Real Property
in an amount sufficient lo avoid application of any coinsurance clause, and with a siandard mortgagee clause in favor of
Lender. Grantor shall also procure and maintain comprehenswa generglfiability insurance in such coverage amounts as
Lender may request with Trustee and Lender being named ‘as-additional-insureds in such liability insurance policies.
Additionally, Grantor shall maintain such other insurance, including:but not limited to hazard, business interruplion, and
boiler insurance, as Lender may reasonably require. Policies shall be written in form, amounis, coverages and basis
reasonably acceptable to Lender and issued by a company or companies reasonably acceptable to Lender. Grantor,
upon request of Lender, will deliver to Lender from time to time:the policies or cerlificates of insurance in form
salistactory to Lender, Including stipulations that coverages will not be'caricelled or-diminished without at least ten (10)
days prior written notice to Lender. Each insurancs policy also shall iniclude’an-endarsément 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
tha Real Property be located in an area designated by the Direclor of the Federal Emergency Management Agency as a
special flood hazard area, Grantor agrees to obtain and maintain Federal Flaod Insurance, if available, within 45 days
after notice is given by Lender that the Property is located in a special fliood hazard area, for the full unpaid principal
balance of the loan and any prior liens on the property securing the loan, up'io thg. maximim pollcy limits set under the
National Flood Insurance Program, or as otherwise raquired by Lender, and t6 malnlaln such insurance for the term of
tha loan.

Application of Proceeds. Grantor shall promptly notity Lender of any loss or daﬁ\a"ge to tne"P;operty. Lender may
make proof of loss if Granlor fails o 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 refain the proceeds of any insurance and apply.the proceeds to
the reduction of the Indebtedness, payment of any lien affacting the Property, or the restoratio_r_) and repair of the
Property. If Lender elects to apply the proceeds fo restoration and repair, Granlor shall repair or replace the damaged or
destroyed improvements in a manner salisfactory to Lender. Lender shall, upon salisfactory proof of such: expendllure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration-if Grantoris not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their recéipt-dnd which
Lender has not committed to the repair or restorafion of the Properly shall be used first to pay any.amount owing to
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be appiied to thé principal
balance of the Indabtedness. If Lender holds any proceeds after payment in full of the Indebtadness. such prcoeeds
shall be paid without interest to Grantor as Grantor's interests may appear.

Unexpired Insurance at Sale. Any unexpired insurance shall inure to the benefit of, and pass to, lhe purchasar of the
Property covered by this Deed of Trust at any trustee’s sale or other sale held under the provisions of thls Deed of Trust -
or at any foreclosure sale of such Property.

Grantor’s Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall lurmsh_
Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; (3y
the amount of the policy; (4} the property insured, the then current replacement value of such property, and thg-manner .+ .°
of determining thal value; and (5) the expiration date of the policy. Granlor shall, upon request of Lender, have an" S
independent appraiser satisfactory to Lender determine the cash value replacemant cost of the Property.

LENDER’S I_EXPENDITURES. If any action or proceeding is commanced that would materially affect Lender's interest in__-lﬁe
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including but not
limited to Grantor's faifure to discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed .~
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o of Trust or-any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to) lake any action that Lender
deems appropriate, Including but not limited to discharging or paying all taxes, liens, security interests, encumbrances and
;other claims, at any time levied or placed on the Property and paying all costs for insuring, maintaining and preserving the

- Property. All such expenditures incurred or paid by Lender for such purposes will then bear interest at the rate chargad
sunder the Note ffom the dale incurred or paid by Lender to the date of repayment by Grantor. All such expenses will become
a part of the Indebtadness and, at Lender's option, will (A) be payable on demand; (B) be added to the batance of the
Nol¢ and be appartioned among and be payabla with any installment payments to become due during either (1) the term of
any applicable insurance policy; or (2} the remaining term of the Note; or (C) be treated as a balloon payment which will be
due and payabls-at the Note’s maturlty. The Deed of Trust also will secure payment of these amounts. Such right shall be in
addition W ali other. righfs and remedies to which Lender may be entitied upon Default.

?ARRANT‘{ DEFENSE OF TITLE. The following provisions relating to ownership of the Proparty are a part of this Deed of
rust: :

THle. Grantor warranls that: (a) Grantor holds good and marketable litle of record to the Property in fee simple, free
and clear of all*lisns-and-encumbrances other than those set forth in the Real Property description or in any title
insurance policy, titl repod, or final litle opinion issued in favor of, and accepted by, Lender in connactian with this Deed
of Trust, and (b) Gramor has the full right, powar, and authority to execute and deliver this Deed of Trust to Lender.

Defense of 11|Ie. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the titie to
the Properly against the-{awful 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
expenss. Grantor may.be tha nominal parly in such proceeding, but Lender shall ba antitied o participate in the
proceeding and to be’ represenled in-the proceading by counsel of Lender's own choice, and Grantor will deliver, or
cause lo be delivered; to Lapder such insiruments as Lender may request from time to time o permil such participation.

Compliance With Laws. Grantor warranits that the Property and Grantor's use of the Property complies with all existing
applicable laws, ordinances, and regulatlons of governmental authorities.

Survival of Representallons and. Warmnlles. All representations, warranties, and agraemants made by Grantor in this
Deed of Trust shall survive the.execution-and delivary of this Deed of Trust, shall be corfinuing in nature, and shall
ramain in full force and effect until s___uch_tlme as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The following provis_i_pﬁ'é rel_a___ting:'tij_bqndemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in.condemnalion’is filed, Grantor shall promptly notify Lender In writing, and Grantor
shall promptly take such steps as may-be necessary to defend the action and oblain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entitled to paricipate in the proceeding and to be represented in
the proceeding by counsal of its own choice all.al Graritors expenss, and Grantor will deliver or causs to be deliverad to
Lender such instruments and documentalnon as may ba requested by Lender from time to lime to permit such
participation.

Application of Net Proceeds. If all or any part of the Property is condemned by eminent domain proceadings or by any
proceeding or purchase in lieu of condemnafion; Lender may at its election require that all or any portion of the nat
proceeds of the award be applied to the Indebtédriess or the repair or restoration of the Property. The net proceeds of
the award shall mean the award after payment of all feasonable casts expenses, and attorneys’ fees incurred by Trustes
or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVEFINMEN?AL AUTHORITIES The following provisions relating to
governmental {axes, fees and charges are a part of this Deed of Trust '

Current Taxes, Fees and Charges. Upon request by Lender, Grantor sha!l exscute such documents in addition to this
Deed of Trust and take whatever other action is requested by -Lender’ o perfect and continue Lender’s lien on the Real
Property. Grantor shall reimburse Lender for all iaxes, as: desoribad ‘below, together with all expenses incurred In
recording, perfecting or conlinuing this Deed of Trust, including mthout hmltahen all taxes, fees, decumentary stamps,
and other charges for recording or registering this Desd of Trust.

Taxes. The following shall constitute taxes to which this section applles (1) a: speclﬁc tax upon this type of Deed of
Trust or upen all or any part of the Indebtedness secured by this-Deed of Trust; (2} a specific tax on Grantor which
Grantor is authorized or required to deduct fram payments on the Indebledness seeured by this type of Deed of Trust;
(3) a tax on this type of Deed of Trust chargeabla against the Lender or thé “hofder of tha Nols; and {4) a specific tax
on all or any portion of the Indebtedness or on payments ot 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 tha same effect as an Event of Default, and Lender may exeréise any or all of its available remedias for
an Event of Default as provided below unless Grantor either (1) pays the tax before it bécomes delinquent, or (2)
contests the lax as provided above in the Taxes and Liens section and deposﬂs W|th Lender cash or a sufficient
corporate surely bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relatmg to thrs Deed af Trust as a security
agrssment are a part of thls Deed of Trust:

Security Agreement. This instrumant shall constitute a Security Agreement to the axtent any ot the. Property constitutes
fixtures, and Lender shall have ali of the rights of a secured party under tha Uniform Commerclal Coda as amended from
time to time.

Security Interest. Upon request by Lender, Grantor shall execute financing statements and take whatever other action |
is requested by Lander o perfect and conlinue Lender's security interesl in the Rents and Peisonal Property. (n addition
to recording this Deed of Trust in the real property records, Lender may, at any time and without turther authorization
from Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing statement.~Grantor
shall reimburse Lender for afl expenses incurred In perfecting or continuing this security interest. Upon defauilt, Grantor
shali not remove, sever or detach the Personal Property from the Property. Upon default, Grantor.shall .assemble any
Personal Property not affixed to the Froperty in a manner and at a place reasonably convenient to Grantos ang Lender
and make it available to Lender within three (3) days after receipt of written demand from Lender to Ihe extent permlﬁed
by applicable law. =

Addresses. The malling addresses of Grantor (debtor} and Lender (secured party) from which Informahon concarmng :;f:
the sacurity Interest granted by this Deed of Trust may be oblained (each as required by the Uniform Commerclal Codo}
are as stated on tha first page of this Deed of Trust. é

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

Further Assurances. At any fime, and from time to time, upon raquest of Lender, Grantor will make, execute and”'
deliver, or will cause to be made, executed or delivered, to Lender or to Lender’s designee, and when requested by L
Lender, cause to be filed, recorded, refiled, or rerecorded, as th may be, at such times and in such offices and -~
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F places as Lender may deem approprigte, any and all such morigages, deeds of trust, security deeds, security

¢ i agfesments, ﬁnanclng statements, continuation statements, instruments of further assurance, cerfificales, and other

-doguinents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,

* continue,-ar preserve (1) Grantor's obligations under the Note, this Deed of Trusl, and the Related Documents, and (2)

the-liens and security interests created by this Deed of Trust as first and prior liens on the Property, whether now owned

ior’ hereafter:acquired by Grantor. Unless prohibited by law or Lender agrees lo the contrary in writing, Grantor shall
"relmburse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.

Aﬂorney-m—Faci f Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for
and-in ihé narie of Grantor and at Grantor’s expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor’s attnrnay—m—tacl for the purpose of making, executing, delivering, filing, recording, and doing all other things
as may.be necessary or deswable, in Lender’s sole opinion, to accomplish the matters referred to in the preceding
paragraph.’

FULL PERFORMANCE. lt;--Gr_anlpr pays all the Indebtedness when due, 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 reconveyance and shail
execute and deliver t6 Grantor suitable statements of termination of any financing statement on file evidencing Lender's
security interest in the Rents:and:the Personal Property. Any reconveyance fea shall ba paid by Grantor, if permitted by
applicable law. The: grantee in any reconveyance may be described as the "person or persons legally entitied thersta", and
the recitals in the reconveyanoe of any matiars or facts shall be conclusive proof of the truthfulness of any such rnatters or
facts.

EVENTS QOF DEFALLT. Each of the followmg. at Lender's oplion, shall constituta an Event of Default under this Deed of
Trust:

Payment Defaull. Grantor falls to make any payment when dus under the Indebtedness.

Other Defaults. Grantor fagls 10 complyx.wﬂ,h -or to perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in any of the-Related Documents or fo comply with or to pertorm any term, obligation, covenant or
condition contained in any other. agreemént ‘between Lender and Grantor.

Compliance Defauit. Failure to ccmply with any cther term, obligation, covenant or condilion contained in this Desd of
Trust, the Note ar in any of the Relafed Documenils. |f such a failure is curable and if Grantor has not been given a
notice of a breach of the same provision-of this-Deed of Trust within the preceding twelve (12) months, it may be cured
{and no Event of Default will have occurrady if Graritor, after Lender sends written nofice demanding cure of such failure:
{a) cures the failure within fifleen (15) days; ‘or (B) if the cure requires mere than fifteen (15) days, immediately initiates
steps sufficient to cure the failure and thereafler contlnues and completes all reasonable and necessary steps sufficient
o produce compliance as socn as reasonably prachcal

Detault on Other Paymenis. Failure of Grantor within the time raquired by this Deed of Trust to make any payment for
faxes or insurance, or any other payment necessary to prevant filing of or t¢ effect discharge of any lien.

False Statemenis. Any warranty, representation ‘or statement made or furnished to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related Docaments is false or misleading in any material respect, either now or at
the time made or furnished or becomes false or mlsleadmg al any. time thereafter.

Defective Collateralization. This Deed of Trust or any of the Relalsd Documents ceases to be in full force and effect
(including failure of any collateral document to create a valld and penected security interest or lien) at any time and for
any reason.

Death or Insolvency. The death of any Grantor, the |nsoivency of Grantor, the appointment of a receiver for any part of
Granlor's property, any assignmant for the benefit of creditors; any type of creditor workout, or the commencement of
any proceading under any bankrupley or insolvency laws by or agamsl Grantor

Creditor or Forfeiture Proceedings Commencement of foreclosure or forfelture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any creditor of Grantor or by any governmental agency
against any property securing the Indebledness. This includes a:garnishmant of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall not apply if.there Is a good faith dispute by Grantor
as to the validity or reasonableness of the claim which is the basis of the credltor or-forfeiture proceeding and if Grantor
gives Lender writlen notice of the creditor or forfeiture proceeding and deposits-with Lerider monies or a surety bond for
the creditor or forfeiture proceeding, in an amount delermined by Lender, in’ lts sole discretlon, as being an adequate
reserve or bond for the dispute.

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

Events Affecling Guarantor. Any of the preceding events occurs with respect to anyk_guaranto‘r:. endorser, surety, or
accommodation party of any of the Indebtedness or any guaranior, endorser, surety, 6r accommaodation party dies or
becomes incompatent, or revokes or disputes the validity of, or liability under, any Guaranty of the-Indebtedness. In the
event of a death, Lender, at its option, may, but shall not be required to, permit:the guaranfors ‘estate to assume
unccmdmonfllytlhe obligations arising under the guaranty in a manner satisfactory to Lender, and, m domg 50, cure any
Event of Defaul

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender belaeves the prospect of
payment or performance of the Indebtedness is impaired.

Right to Cure. If such a failure is curable and if Grantor has not been given a nofice of a breach of rhe 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 nolice demanding cure of such failure: (a) cures the failure within fifleen
(15) days; or (b} if the cure requires more than fifteen (15) days, immediately initiates staps sufficiarit to ctre the faiture
and thereafter continues and completes all reasonable and necessary steps sufficient to produce compliance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAWLT. If an Event of Default occurs under this Deed of Trust, at any Ilme therearler
Trusltes or Lender may exercise any one or more of the following rights and remedies:

Election of Remedies. Election by Lender to pursus any remedy shall not exclude pursuit of any other remedy, and an_f'
election o make expenditures or to take action to perform an obligation of Grantor under this Deed of Trust, after .~
Grantor's failure o perform, shall not affect Lender's right to declare a default and exercise its remedies. ¢ -

Accelerate Indebtedness. Lender shall have the right at its oplion to declare the entire Indebtednaess |mmad|ate!y due..--”‘ .
and payable, including any prepayment 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 to exercise its power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either
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‘;-.‘: cqsé"__in accordance with and to the full extent provided by applicable law.

.;f‘ B -:'U{:C Remedies. With respect to all or any part of the Personal Property, Lender shalf have all the rights and remedies of
- i d'secured party under the Unitorm Commercial Code.

Coueci Rents. Lender shall have the right, without notice to Grantor to lake possession of and manage the Property
_)and collect the Rents, Including amounts past due and unpaid, and apply the net proceeds, 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 tees directly to Lender. If the Rents are collecled by Lender, then Grantor Irrevocably

‘designates Lender as Grantor's attorney—in—fact to endorse instruments received in payment thereof in the name of

Grantor and to negotlaie the same and collect the proceeds. Payments by tenants or other users to Lender in response

to Lender's-demand:shall satisfy the obllgahons for which the payments are made, whether or not any proper grounds

for the demand. exlstad Lender may exercise its rights under this subparagraph either in person, by agent, or through 2

receiver. . -

Appolnl Recelver. Lender shall have the right to have a receiver appoinled to take possession of all or any part of the
Property, with the powsr toprotect and preserve the Property, to operate the Property preceding or pending foreclosure
or sale, and to collect:the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the Indeblednéss. The receiver may serve without bond if permitted by law. Lender's right 1o the appointment
of a receiver shall exist whether or not the apparent valua of the Property exceeds the Indebtedness by a substantial
amount. Employment by Lendar shall not disgualify a person from serving as a receiver.

Tenancy at Sufferance. .if Grantor remains in possession of the Properly after the Property is sold as provided above or
Lender otherwise becomes entitied-fo possession of the Property upon default of Grantor, Grantor shall become a
tenant at sufferance’of Lender or-1he. purchaser of the Property and shall, at Lender's option, sithar (1) pay a
reasonable rental for the use of ine Propérty, or (2) vacale the Properly immediately upon the demand of Lender.

Other Remedies. Trustee or Lender. shall have any other right or remedy provided in this Deed of Trust or the Note or
by law.

Notice of Sale. Lander shall glva Granior reasonab!e notica of the time and place of any public sale of the Personal
Property or of tha time after which any pnvate sale or other intended disposition of the Parsonal Property is to be made.
Reascnable nolice shall mean notice given al least ten (10) days before the time of the sale or disposition. Any sale of
Personal Property may be made i m conjunchon wnth any sale of the Real Property,

Sale of the Property. To the exient parmiﬂed by ‘applicable law, Grantor hereby waives any and all rights to have the
Property marshalled. 1n exercising its-rights-and remedies, the Trustee or Lender shall be free lo sell alf or any part of the
Property together or saparately, in one sale or by separate sales. Lender shall be entilied to bid at any public sale on all
or any portion of the Property.

Attorneys’ Fees; Expenses. If Lender msmutes any smt or aclion to enforce any of the terms of this Deed of Trust,
Lender shall be entitled to recover such sum as the court may adjudge reasonable as attorneys' fees at trial and upon
any appeal, Whether or not any court action.is involved, and to the extent not prohibited by law, alt reasonable
expenses Lender incurs that in Lender's oplnlon_ are necessary al any time for the protection of its interast or the
enforcement of its rights shall becomea a part of the indebtedness payable on demand and shall bear interest at the Note
rate from the date of the expenditure until repaid,” Expenses covered by this paragraph include, without limitation,
however subject to any limits under applicable law, Lender’s attcrmeys’ fees and Lender's legal expensas, whether or not
there is a lawsuit, including atiorneys’ fees and expenses for bankruptey proceedings (including efforts to modify or
vacate any automatic stay or injunction), appeals, and any anticipated pnst—]udgment collection services, the cost of
searching records, obtaining fitle reports (including foteclosure reporis), surveyors' reports, and appraisal fees, tille
insurance, and fees for the Trustes, to the extent permllted by appllcable law. Grantor also will pay any court costs, in
addition to all other sums provided by law.

Rights of Trustee. Trustee shall have all of the rights and duﬂes of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provismns reiallng to tha 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 ‘matter. cf Iaw, Trustee shall have ths power to take
the following actions with respect to the Property upon the written requiest of Lender-and Grantor: (a) join in preparing
and filing a map or plat of the Real Proparty, Including the dedication of stréets or other-rights to the public; (b) Join in
granting any easement or creating any restriction on the Real Property; and .-{c) join in any subordination or other
agreemant affecting this Deed of Trust or the Intersst of Lender under this Daed of Trust.:

Obligations 1o Notiy. Trustee shall not be cbligated to notify any other pariy of & pendmg 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 requirad by
applicable law, or unless the action or procesding is brought by Trustee.

Trustee. Trusiee shall meet all qualifications required for Trustea under appllcab!e Iaw In addition to the rights and
remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the right to foreclose by
notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in eriher casa m at:cordance with and
to the full extent provided by applicable law.

Successor Trustee. Lender, at Lender’s option, may from time to time appoint a successor TrUStee to any Trustee
appointed under this Deed of Trust by an instrument exacuted and acknowledged by Lender and recorded in the office
of the recorder of Skagit County, State of Washington. The instrument shall contain, in addition o all other matters
required by state law, the names of the original Lender, Trustee, and Granter, the book and-page.or.thé 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 executed and acknowiedged by Lender or its successors in Interest. The successor frustee; ‘without conveyance
of the Property, shall succeed to all the title, power, and duties conferred upon the Trustee in this Dead.of Trust and by
applicable law. This procedure for substitution of Truslee shall govern to the exclusion of all other prowsmns for
substitution.

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be given in another manner. ity
notice required to be given under this Deed of Trusl, including without limitation any nafice of default and anynotice of sale-.
shall be given in writing, and shall be effective when actually delivered, when ac’(ually received by telefacsimile (unless :
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if mailed, when deposited In :
the Unlted States mail, as first class, certified or registered mail postage prepaid, directed to the addresses shown rear: the_;
beginning of this Deed of Trust. All coples of nolices of foreclosure from the holder of any lien which has priority over this -
Deed of Trust shall be sent fo Lender's address, as shown near the beginning of this Deed of Trust. Any parly may change ifs -~ .
address for notices under this Deed of Trusl by giving formal written nofice ta the other parties, specifying that the purpose.of -~

the nofice is to change the party's address. For notice purposes, Grantor agrees to keep Lender informed at all imes of
Grantor’s current address. Subiject to applicable law, and except for notice required or allowed by law to be given in another
manner, if there is more than one Grantor, any notice given by Lender to any Grantor is deemed to be notice given t6 all
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Grantors,
MISCE.LANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trust:

. Amendments. This Deed of Trust, together with any Related Documents, constitutes the snfire understanding and
.agreement of the parlies as to the matters set forth in this Deed of Trust. No alteration ot or amendment to this Deed of
Trust shall be effeclive unless given in writing and signed by the party or parties sought to be charged cr bound by the
‘alteration or amendment

Annual Reyorts If the Properly is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upon request;a cerlified statement of net operating income received from the Property during Grantor's previous fiscal
year in such form and detail as Lender shall require. "Net operating income” shall mean all cash receipts from the
Property Iess al’'cash expendltures made in connection with the operation of the Property.

Captlen Headmgs. Caphon headings in this Deed of Trust are for convenience purposas only and are net to be used to
interpret or defing the:provisions of this Deed of Trust.

Merger. There shall bé ng:mierger of the interest or estate crealed by this Deed of Trust with any other interest or estate
in the Property at any tlme held by or for the benefit of Lender in any capacity, without the written consent of Lender.

Governing Law’ “This- Deed of Trust will be governed by, construed and enforced In accordance with federal law
and the laws of the State ol‘ Washlngton This Deed of Trust has been accepled by Lender in the State of
Washington.

Choice of Venue. If there is a lawsu:t -Grantor agrees upon Lender's request to submit to the jurisdiction of the courts of
Skagit County, State of Washingtan.

No Walver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
walver is given in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right shall
operate as a waiver of such right or any ofher right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudlce or constitute a waiver of Lender's right otherwise to demand strict compliance with that provision or any other
provision of this Deed of Trust, “No prior waiver by Lender, nor any course of dealing between Lender and Grantor, shall
constilute a waiver of any of Lender’s fights or of any of Grantor’s obligations as to any future transactions. Whenever
the consent of Lender is required:under this Desd of Trust, the granting of such consent by Lender in any instance shall
not conslitute continuing cansent td subséquent: instances where such consent is required and in all cases such consent
may be granted or withheld in the scle disctetion of Lender.

Severability. |If a court of compelent ;unsdlc!ron finds any provision of this Dsed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other circumstange. ' feasible; the offending provision shall be considered modified so that it
becomes legal, valid and enforceabie. f the oltendirig provision cannot be so modified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or unenforceability of any provision of
this Deed of Trust shall not affect the legality, validity or enforceability of any other provision of this Deed of Trust.

Successors and Assigns. Subject fo any limitatiaps stated in this Deed of Trust on transfer of Grantor’s interest, this
Deed of Trust shall be binding upon and inure to the benefit of the-parties, their successors and assigns. It ownership of
the Property becomes vested in a person other than Grantor, Lender; without notice to Grantor, may deal with Grantor's
successors with reference lo this Deed of Trust and the Indebledness by way of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or hablllty under the Indebledness.

Time Is of the Essence. Time is of the essencs in the performance of thls Deed of Trust.

Waive Jury. All parties to this Deed of Trust hereby waive the rlght to any Jury trial in any actlon, proceeding, or
counterclaim brought by any party against any other party...

Waiver of Homestead Exemption. Grantor hereby releases and waives aII rights and benefits of the homestead
exempfion laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have Ihe foliowrng meanmgs when used in this Deed of Trust.
Unless specrfucally stated to the contrary, aII references to dollar amounts shall mean ern_e_unts in Iawful monay of the Unlted
the context may reqmre Words and terms not otherwise defined in this Deed of Trust shall have the meanings attributed to
such tarms in the Uniform Commercial Code: .

Beneficiary. The word "Beneficiary” means Horizon Bank, and its successors end essig'ns-.

Borrower. The word "Borrower" means John Cline, and all other persons end entlhee srgmng the Nota in whatever
capacity.

Deed of Trusl. The words "Deed of Trust” mean this Deed of Trust among Grentor, Lender, and Truslese, and includes
without limitation all assignment and security interest provisions relating to the Fersonal Froperty and Rents.

Default. The word "Default” means the Default set forth in this Deed of Trust in tha sechon t|tled "Defautl”

Environmental Laws. The words "Environmental Laws™ mean any and all state, federel and iocat stetutes regulations

and ordinances relating to the protection of human heatth or the environment, mcludmg without limitation the

Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as aménged, 42 U.S.C. Saction

9601, et seq. ("CERCLA"), the Superfund Amendmenis and Reauthorization Act of 1986, Pub.L./No. 95480 ("SARA™,

the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource Conservation.and: Recovery

ﬁ}ct ztt2 U.S.C. Seclion 6901, et seq., or other applicable state or federal laws, rules, or regulatrons adopted pursuant
ereto

Eveni of Default. The words "Event of Default™ mean any of the events of defaull set forth in this Deed of Trust |n the
events of default section of this Deed of Trust.

Grantor. The word "Grantor” means John Cline.

Guaranty. The word "Guaranty” means the guaranty from guarantor, endorser, surely, or aecommodauon parly to'“';-
Lender, including without limitation a guaranty of all or part of the Note.

Hazardous Substances. The words "Hazardous Substances” mean malerinls thal, because of thelr quentlly,:
concentration or physical, chemical or infactious characteristics, may cause or pose a present or potenfial-hazard' to .~
human health or the environment when improperly used, treated, stored, disposed of, generated, manifactured,” .-
transperted or otherwise handied. The words "Hazardous Substances™ are used in their very broades! sense: and <
include without limitation any and all hazardous or toxic substances, materials or wasle as defined by or listed under the”
Environmental Laws. The term "Hazardous Substances" also includes, without limitation, petroleum and petrateuim
by-products or any fraction thereof and asbestos,

Improvements. The word "Improvements” means all existing and future impraovements, buildinas strimbivan —-t-o
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*;-f: horri'és affixed on the Real Property, facilities, additions, replacements and other construction on the Real Property.

-;ri iy -:Indebtedness The word "Indebtedness" means all principal, interest, and other amounts, costs and expenses payable
* " under the Note or Related Documents, together with all renewals of, extensions of, modifications of, consolications of
.~ and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender to discharge

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

< Trust, together with inferest on such amounts as provided in this Deed of Trust.
:f':Lender The word "Lender" means Harizon Bank, its successors and assigns.

Note..-The word "Note® means the promissory note dated December 19, 2001, in the original principal
amount of $208,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of,
refinancings ‘of; consolidations of, and substitutions for the promissory note or agreement. The maturity date of this Deed
of Trust.is January1 2003,

Personal Property The: words "Personal Properly” mean all equipment, fixtures, and other articles of personal property
now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Properly; 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. therecn and proceeds (including without limitation all insurance proceeds and refunds of premiums)
from any sale or othar. dlsposmon of the Property.

Property. The word "Propedy" maans collectively the Real Property and the Personal Property.

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

Related Documents. - TTle words “Helated Documents” mean all pramissery notes, credit agreemenls, loan agreements,
environmental agreements, guaranties, ‘security agreements, morigages, desds of trust, security deeds, coliateral
mortgages, and all other instruments, agreements and documents, whether now or hereafter existing, executed in
connection with the Indebtedness

Rents. The word "Rents" means alt present and future rents, revenuss, incoms, issuss, royalties, profits, and other
benefits derived from the Propeity.

Trustee. The word "Truslee" means Westward Financial Sarvices Inc, whose mailing address is 1500 Cornwall Avenus,
Bellingham, WA 98225 and any subsl:tu!e or suocessor trustees.

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

GRANTOR:

I.Ine, rndivlrlually

INDIVIDUAL ACKNOWLEIGMENT

LU )
“\\\ V Ve,
N WLYAY I,

STATEOF (A-)CKSL“ h:]ﬁ\- s‘-‘@v “'“S!O.F""-.é\p"%
COUNTY OF :;ﬂ a.% ) = o -— 5N :

: 28 Pugn\© jof
On this day befora me, the undersigned Notary Public, personally appaared John' C%’F afpnally k ?or proved
to me on the basis of safisfactory evidence to be the individual described in"and wi<8 ' Rdh Trust, and
acknowledged that ha or she signed the Deed of Trust as his or her free-ang” volunteﬁ? “@P the uses and
purposes therein mentionad. ey : "mmll\“"
Given under my hand and officlal seal this A% day of DQC QMLQJF ,2001

m w\/ov» s nesmn'._gjﬁa: meacﬂr‘f‘() <

Notary Public In and for the State of L) | My commission explres.3 -/S. ©3

To:

REQUEST FOR FULL RECONVEYANCE
, Trustee

The undersigned is the lsgal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby requesled
upon payment of all sums owing to you, to reconvey without warranty, to the persons entitled thereto, lhe rtghi lme and

interest now held by you under the Deed of Trust.
Date:

Beneficlary:
By:
Its:
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